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Introduction

sChina’ seconomy hasgrown and become
A integrated into the global market, both

have become interdependent. Therefore
China s long-term development goalswill only
be possible with increasing and stable access to
foreign trade, resources, and energy. The latter
has become apressing issue asthe country’ sde-
pendence oninternational energy importsrapidly
increases and might impose alimit onitsgrowth
if left unmet. Thisisespecially important given
supply shortages as aresult of the recent events
in Libyaand given thefuture prospect of supply
disruptionsfrom the Middle East. In the case of
oil, the International Energy Agency (IEA) fore-
cast in 2010 that Chinese imports would grow
from 4.3 million barrelsaday (m/bd) in 2009 to
12.8 m/bd in 2035, thusrising from 53% to 84%
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of thetotal demand. Theissue of resource short-
ageswill play an even more prominentroleinin-
ternational relations and will become anincreas-
ing source of conflict among major powers. Giv-
en the fact that some countries are more gener-
ously endowed with strategic resources, this
opens up the possibility of using these tools for
political gain. Historically, economic diploma-
cy has contributed to the shifting balance of
power in the world. Nations have more often
been inclined to employ economic measuresin
pursuit of foreign policy objectives when “the
legitimacy of the power of existing structures of
international cooperation decreases.”! Theresult

1 P. Bergeijk et al. “Economic Diplomacy,” The
Hague Journal for Diplomacy, Vol. 6, No. 1, 2011, pp. 1-6.
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of the current realignment of geo-economic pow-
er will encourage nations to reassess the effec-
tiveness of their energy, economic, and foreign
policies.

In 2011, the U.S. Department of Defense
Annual Report indicated that Beijing's regional
energy strategy is geared to alleviate China's
heavy dependence on sealines of communication
(SLOC) and in particular on the South China Sea
and the Straits of Malacca and Hormuz. At
present, it hasalimited ability to control theflow
of commodities over the Indian Ocean and
through these straits. In response, China has in-
vested heavily in bilateral relationsand in devel-
opinginfrastructureto support itsfleet in Pakistan,
Bangladesh, Sri Lanka, and Myanmar. Also Chi-
na has multiple agreements to pipe oil and natu-
ral gasin from energy-rich Central Asian neigh-
bors. The country is constructing a pipeline
through Myanmar to bypass the Strait of Malac-
ca. In spite of these devel opments, new land pipe-
lineswill only slightly alleviate the growing need
in the future for maritime-based hydrocarbon
transport. Also Central Asian oil can betoo much
of agood thing. On any given day, Russiaisthe
world’sfirst or second largest oil producer, sec-
ond largest oil exporter, and second largest gas
producer. AsAnatol Lieven says, Russiahaslong
assumed China would be forced to depend on it

for oil, yet Chinasought out resourcesfrom other
sources. Russia has not become China's major
energy provider, unlike Europe with its heavy
dependence on Russian gas and oil.2 The Stock-
holm International Peace Research Institute
(SIPRI) recently analyzed Sino-Russian energy
relations and stated that Russiais only China's
fifth largest supplier of oil, behind Saudi Arabia,
Angola, Iran, and Oman. Also there hasbeen his-
torically little meaningful natural gascooperation
between the two countries, primarily dueto fail-
ureto cometo termson agaspipeline. Thereport
makesit clear that the country only supplies 4%
of China's liquefied gas. Half of China's LNG
imports come from Australia. Also Chinese ana-
lysts remain wary over a pricing conflict with
Russia, problems in Chinese upstream
investment, and doubtsabout the“willingnessand
ability” to make the necessary investments to
guarantee supply increases. According to Jane's
Intelligence Review, 95% of Chinese seaborne oil
imports come from Africa and the Middle East.
Therefore, if China s sealanesbecome morevul-
nerable, the consequencewill bearisein Russian
and Central Asian influence.

2 See: H. Philippens, “Fueling China’'s Maritime
Modernization: The Need to Guarantee Energy security,”
Journal of Energy Security, IAGS, December 2011, p. 2.

Background

Concerns about supply stability, cost, and resource distribution have led to a greater emphasis
on resource diplomacy. Due to the interconnectedness of these issues, there has been arise in their
implementation as instruments of foreign policy. Also, as aresult of the projected future rise in the
global demand for energy resources, supply might become constrained. A meaningful example can be
borrowed from China’s strategic use of its rare earth elements (REES). At the moment, China pro-
vides 97% of theworld’ srare earth elements. This createsthe use of REEs as a diplomatic bargaining
tool, much like Russia has used oil and gas supplies to pressure European countries. China has indi-
cated it will not use REESsin such amanner, yetin 2011 it suspended exportsto Japan after aterritorial
row regarding claims to the Senkaku Islands and accompanying exclusive economic zone (EEZ) in
the East China Sea, which reached a climax in 2010 after a fishing boat collision. China might not
have control over the sealanesthat provideits ail, gas, and resource supplies, but it can useits REES
as means of political leverage while it retains a monopoly over the market. REEs such as |anthanum
and cerium are vital for the petroleum refining industry and are used as fluid catal ytic cracking units.
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If REE export quotas are reduced, thiswill impact on the price of gasoline production. Paradoxically,
REEsare afundamental component for many green technol ogies needed to break out of oil-cyclefuel
dependence.®

It remains extremely unlikely that Chinawill go to war over resourceissues alone as hostilities
would be a severe obstacle to the prosperity of the codependent economies of China, the U.S., and
other countries across the region and the world. China further needs sustained economic growth to
fuel itsmilitary buildup. A major threat for the Chinese Communist Party isthe fear that regional and
global powers may work to boycott or blunt China s economic success. Prosperity has somewhat el-
evated domestic unrest, making continued growth a necessity.*

Chinese academic Gong Jianhuasaid in 2011 that China's “territorial sovereignty, strategic re-
sources, and trade routes compriseits coreinterests, and like any other country Chinawill never com-
promise them.” According to Chinese analysts, lack of resources and lack of trust can lead to future
wars. Of thesetwo causes, the access and control of resourceswill bethe most fundamental. Y etinthe
case of energy security in the South China Sea (SCS), both trust and resource-access appear equally
important. Trust isdecidedly lackingin all the parties concerned. Chinawill not rely ontheU.S. Navy
to patrol and police the high seas and mediaterivalrieswith other powers. It will therefore increasing-
ly try to protect and assume control over its SLOC.5

Onthe other hand, Central Asiaand Afghanistan—areasthat are the predominant focus of inter-
est of Beijing' sinland energy security pattern (aswill be explicitly referred to below)—are areas that
could either function asatool in acontainment strategy by the West or Russiaor asawindow to Europe,
Iran, and the coastal regionsin the South. Thereisareal fear of containment among the Chinese elite,
evenif itisnot necessarily seen asalikely outcome. Thisis not to say that Chinaviews Greater Cen-
tral Asia(GCA) asits Lebensraum, but more importantly as a strategic region for trade and security
inthelong term.® This has, however, resulted in Chinatrying to create an irrevocable presencein the
region, both through bilateral relations and through multilateral institutions and its strategy of multi-
lateral diplomacy. Chinahasbeen relatively successful in expanding itsoperations spacewithin GCA,
despite some noticeable drawbacks.

It is apparent that China has not gone very far in its establishment of multilateral structuresin
theregion; it seemsthat China sintentisonly to build structuresthat are sufficient for itspolitical and
economic interests. Chinais, however, the driving force behind the Shanghai Cooperation Organiza-
tion (SCO) and hopes that thiswill be the preferred choice for the governmentsin the region. On the
other hand, Russiaisnot very interested in l[imiting itsown influencein the region and has propagated
the Commonwealth of Independent States (CIS). The cleavage between Chinaand Russiais reducing
regional attempts at multilateralism, much to the joy of the regional governmentsthat do not want to
be dominated by either Russiaor China. It ishowever undeniable that Chinaand Russia are dominat-
ing the region, with China as the emerging power of influence and Russia as the older, and more in-
fluential, hegemon. Thereisvery little leeway for therest of the international community to infiltrate
the region; thisis due not to the appeal of Chinaor Russia, but moreto the lack of coordination and
focusfrom other external actors. Mgjor crises, such aspolitical revolutions, create windows of oppor-
tunities for external actors to gain afoothold, hence the Russian and Chinese approachesin the case
of Kyrgyzstan's political chaosin April 2010.”

3 See: P. Bergeijk et al., op. cit., p. 2.

4 See: H. Philippens, op. cit., p. 3.

5 See: Ibid,, p. 4.

6 See: T.M. Ashraf, “China Seeks an Afghan Stepping-Stone,” Asia Times Online, 16 May, 2008, available at [http:/
/www.atimes.com/atimes/China/ JEL6Ad03.html].

7 See: N. Swanstrom, “China and Greater Central Asia: New Frontiers?,” Slk Road Paper, Central Asia-Caucasus
Institute, Silk Road Studies Program, December 2011, pp. 37-38.

45



Volume 13 Issue 1 2012 CENTRAL ASIA AND THE CAUCASUS

Beijingitself hasinstitutionalized bilateral relationswith various powersand has signed anumber
of strategic and cooperative partnerships. Of these, the Sino-Russian strategi ¢ partnership (2002) stands
out asbeing particularly important, both bilaterally and asafoundation for future multilateralism, since
it brings together, as argued by Lowell Dittmer, “two large and precarious multiethnic continental
empiresto form amutual help relationship that would be uniquely useful to them in the face of arel-
atively hostile international environment.”®

Russia has become pivotal in the creation of a multilateral energy policy. The international
isolation of Iran, combined with the Sino-lranian “ cooperative partnership,” has also given Beijing
leeway in exploiting Iranian energy resources, and China has actively attempted to tie Iran to the
Chinese energy network. Both the Supreme Leader Ayatollah Ali Khamenei and former President
Akbar Hashemi Raf sanjani have openly expressed their admiration of the* Chinese model” and have
been anything but reluctant to work with China. China, together with Russia, has also been one of
the more staunch supporters of Iran, evenif there are indications that China has become more crit-
ical of the Iranian nuclear policy, something that was seen in China's acceptance of the Security
Council resolution against Iran.®

The Sino-Pakistani strategic partnership, in turn, has provided Chinawith areliable ally against
India and access to the Arabian Sea. Pakistan, which has been a close ally of China, is now facing
great problemsand theintegrity of the stateitself isunder discussion; there are deep concernsin Beijing
about how Pakistan will managethis. What isstriking in all this cooperation, with the possible excep-
tion of Pakistan, isthat they are all open for interpretation. This has been a conscious strategy on the
part of Beijing, since by keeping all of these agreements open-ended and leaving them intentionally
vague, China has managed to keep relations with the United States, Russia, India, Pakistan, and Iran
on afairly good footing. Thiswill continue to be the Chinese policy, but it will beincreasingly hard
as someissues, primarily Iran and Pakistan, are difficult to handle in a neutral way.*®

Another effect of the Sino-Russian, Sino-Pakistani strategic partnerships, as well as the Sino-
Iranian cooperative partnership, isthat they have facilitated a strong Chinese presence in its counter-
parts spheresof influence. For example, the Kremlin has grudgingly accepted a Sino-Russian modus
vivendi in Central Asia, while Pakistan has few public concerns over China s emerging presence in
Afghanistan.'! Indeed, President Hamid Karzai of Afghanistan has publicly reiterated his ambitions
to emulate “America’ s democracy and China’s economic success,”*? while a China-Afghanistan
Comprehensive and Cooperative Partnership has also been signed, leading to much improved rela-
tions.®® Thisdoes not indicate that Chinaisready to surpass Russiain the Greater Middle East (GCA)
in the short term; on the contrary, China finds Russia both more powerful in the GCA (excluding
Pakistan) and more ready to act, as we have seen in Kyrgyzstan.

Thisbeing said, there are certainly also limitsto China s aspirationsin the wider region, which
trace back both to Beijing’s intrusion in the spheres of interest of other powers, as well as to local
apprehensions about Chinese dominance. But compared with other regional powers, most notably
Russia, China has demonstrated a greater willingness to respect local sovereignty in the region. For

8 L. Dittmer, “The Sino-Russian Strategic Partnership,” Journal of Contemporary China, Vol. 10, No. 28, 2001,
p. 413.

9 See: “Real Clear World Video—China Agrees to Increase Pressure on Iran,” 15 April, 2010, available at [www.
realclearworld.com/.../china_agrees to_increase pressure_on_iran_.htm].

10 See: N. Swanstrom, op. cit., p. 76.

1 See: N. Norling, “The Emerging China—Afghanistan Relationship,” CACI Analyst, 14 May, 2008, available at
[http://www.cacianalyst.org/?g=node/4858], 11 March, 2011.

12 “Karzai Says Afghanistan Wants to Copy American Democracy, China's Economic Success,” Voice of America,
20 June, 2006, available at [http://www.voanews.com/english/news/a-13-2006-06-20-voa6.html].

13 Seer “Hu Jintao Holds Talks with Afghan President Karzai,” Consulate General of the People's Republic of Chi-
nain San Francisco, 24 March, 2010, available at [http://www.mfa.gov.cn/eng/wjb/ zzjglyzs/gjlb/2757/2759/t675482.htm].
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example, while China has been more willing to accept the Central Asian states' right to organize and
form groups without external powers, Russia has firmly opposed such institutions.

It seemsasif the Chinese are placing far more confidence on letting investments and econom-
ic bonds do the work for them, rather than relying on coercion and zero-sum thinking, but it also
indicatesthat Chinarealizesits own weakness and the danger of expanding too fast and too aggres-
sively.

Other powers in the region have attempted to react to this “foreign” presence, especialy the
Chinese, whether they believe Beijing’ swords of a“ peaceful rise” or not. It isapparent that Chinahas
increased itsinfluencein the region and isexpected to grow much stronger over time. Considering the
impact of modern transport technologies, this influence is also bound to extend further and further
into the Eurasian interiors and rai se the stakes for passivity from other powers.

Today, Chineserailways operate at altitudesinconceivable only adecade ago, through the Kun-
lun and Tanggula mountain ranges, and perhaps even into Kyrgyzstan through Tian Shan; China's
Huawei Company is supplying telephone switchesto Afghanistan; and Chinesetechnology isthelife-
line of Iran’s energy exploitation. It has become apparent that failure to understand the practical and
political implications of China’'s engagement with Greater Central Asiawill unavoidably lead to an
inadeguate understanding of both the opportunitiesthat theseinvestments open up and the challenges
they present. China has not been silent about its intention to integrate the GCA region into its fold,
but, on the other hand, it has not been explicit about it either. What needs to be understood are the
silent but aggressive infrastructural investmentsin the region in collaboration with political cooper-
ation and their impact.*

Implications

Beijing' s effortsto integrate into the Greater Central Asian region arerestrained by the al per-
vasive American presence in Afghanistan. Even so, it is evident that Kabul remains a vita part of
Beijing' senergy infrastructure, linking Chinawith Pakistan, Iran, and the oil-rich Central Asian coun-
tries. So it came as no surprise when China secured the $3.5 billion Aynak copper field project in the
remote L ogar province in May 2008. Chinaalso extended the Xinjiang railway asfar asKashgar (via
the Karakoram highway) about 500 km from the China-Pakistan border and is involved in the con-
struction of arail lineto link Gwadar with the Pakistan-Iran railroad.

Chinaistaking advantage of its enormous cash reserves, buying up major energy assetsin dis-
tressed countries like Afghanistan. It is also securing not only energy flows, but also key strategic
advantages for years to come. Although most of its energy imports still come from the Middle East,
Beijingisrapidly seeking to diversify itssupplierson aglobal basis: Venezuela, other Latin American
countries, Africa, and Russia, aswell as Central Asia. Furthermore, it has well-known strategic anx-
ietiesthat the Strait of Malacca or other Indian Ocean waters may be closed to it during atime of cri-
sis. Therefore, for geostrategic reasons, Chinaseeksto avoid excessive dependence upon Middle Eastern
and African producers. Most important, the geographic proximity of the greater Caspian basin states,
many of which border on China, and thelack of astrong U.S. military presencein CA, especially one
that can counter Beijing’ s massive land power, has made it an appealing source of energy in the eyes
of Chinese planners. Therewould be no need for the energy to betransported acrossthe ocean—where
China’ senergy supplieswould be vulnerableto potential maritimeinterdiction by theU.S. and Indian
navies. In Beijing' seyes, Tehranisprivileged for being ableto ship gasand oil to it overland through

14 See: N. Swanstrom, op. cit., p. 39.
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the new pipelines that China has helped to build in Kazakhstan, Turkmenistan, and Uzbekistan and
that could ultimately be connected to Iran. The Atasu-Alashankou oil pipeline from Kazakhstan to
Chinawas launched as early as December 2005, and in 2006 Beijing announced its plansto also build
anatural gas pipeline paralel to it.

Thus, Iran remains the most important Caspian producer for China. In the first quarter of 2006
alone, the gross volume of China' s oil importsfrom Iran increased by 25%. Iran already supplies 15-
17% of China sannual oil imports, and the interest in an overland pipeline from Iran to Chinamakes
it clear that Iran’srole in China's energy policy will only continue to increase in the foreseeable fu-
ture.16

Oneglobal power that isready to pump legitimacy into Iranian President Ahmadinejad’ sregime
and itsgeopolitical aspirationsis China. Given itsunguenchablethirst for energy and its mega-invest-
mentsin Iran’s energy sector, the PRC would never wish to see Tehran’ s strategic role and influence
in CA diminished. Thisis because Beijing is very cognizant of the fact that an Iran in turmoil would
tranglateinto increased American influencein CA and an end to Iranian investmentsthere, aswell as
destabilization of the region.

ThePRC' sevolving energy policy isbased on transporting hydrocarbons by pipelineto the coast
of the Arabian Sea and onward by tanker to China. This grand strategic surge will be consolidated in
afew years time once the U.S. completes its withdrawal from Afghanistan. Then there are plans to
establish a PRC-sponsored | ranian-Pakistani condominium in Afghanistan in order to transport the
hydrocarbonsto the main portsin Gwadar and Chah-Bahar. Thisisbecause apotential Pakistan-CA-
China (Xinjiang) energy corridor would contribute significantly to enhancing Chinese energy securi-
ty and reducing China s dependence on maritime traffic transiting the Strait of Malacca. The security
of sealines of communication isa particular concern for Chinese military strategy, especialy dueto
the PRC’s naval inferiority vis-avis the United States and to the increasing maritime competition/
rivalry in Northeast Asia. It is promoting an increased interest in devel oping asufficient naval capac-
ity for defending extended sea lines of communkcation, particularly keeping in mind that 85% of
Chinese oil imports transit the Strait of Malacca.’

In the above context, a discernible shift in Chinese strategy, that is the projection of military
power into theregion in order to secure critical energy supplies, isevident. Thisimperativeisalso an
important component of the PRC’ s evolving maritime strategy. Although landlocked, CA hasacom-
plementary and supporting role in Chinese maritime strategy based on three principal factors. First,
Chinaisdependent on maritimetradefor its economic development; itsnaval capabilitiesarelimited.
Therefore, China does not have sufficient naval capacity to defend its sea lines of communication.
Second, the U.S. isapotential adversary, so the PRC’ svulnerability with respect to aU.S. naval cam-
paign against its maritime trade, especially energy imports, must be kept in mind. In this case, land-
based oil and gas pipelines provide ameans of mitigating China svulnerability to U.S. naval interdic-
tion. Growing from the globalization of Chinese economic interestsis the realization of the require-
ment for globally-capable armed forces, in particular naval forcesto protect sealines of communica-
tion (SLOC). In addition, since 95% of China' s seaborne oil imports are from the Middle East and
Africaand these shipments haveto crossthe Indian Ocean en routeto China, the PRC needsto be able
to maintain a presence in the Indian Ocean region. Indeed, Beijing is developing apresence therevia

15 See: B. Stephen, “ China's Emerging Energy Nexus with Central Asia,” Jamestown Foundation, China Brief, Vol. 6,
Issue 15, 19 July, 2006.

16 See: |bidem.

7 See: A. Homayoun, Gr. Compley, V. Bodansky, “Iran Gains Strategic Momentum Balancing Russia, the PRC
and the West,” Defense and Foreign Affairs, Special Analysis, 10 December, 2009 (for further reading on this subject,
see: Th.N. Marketos, “China’s Energy Geopolitics: The Shanghai Cooperation Organization and Central Asia,” Routledge
Contemporary China Series, 2009).
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anetwork of friendly ports—the“ string of pearls,” and itsnaval deployment inthe Gulf of Aden, where
it has expressed an interest in establishing a naval base. This provides the basis for the third factor
linking CA and Chinese maritime strategy, namely, the Sino-Indian rivalry.

Thustheneed for Chinato reducethe volume of energy importstransiting the Indian Ocean makes
it necessary for Beijing to reduce its vulnerability to Indian naval interdiction. This, however, makes
it all the more important to develop the Gwadar Port Energy Zone in Pakistan, which is also vulner-
ableto Indian action, thereby necessitating an increased Chinese presencein thewestern Indian Ocean
Region and support for Pakistan. Thiswould further exacerbate India’ s concerns. Therole of Central
Asiain this nexus of Sino-Indian rivalry, Chinese maritime strategy, and energy security istherefore
twofold. Firstly, in order to reduce vulnerability to Indian naval interdiction, land-based oil and gas
pipelines linking Central Asian hydrocarbons to the Chinese market will have to provide a supple-
mental source of supply; Central Asian energy infrastructure is also intended to provide the link be-
tween Middle Eastern and African sources of supply viathe planned Pakistan-Afghanistan-Turkmen-
istan corridor or the so-called TAPI pipeline schedule. Second, dueto China’ sdependenceonthelndian
Ocean Region asacritical transit areafor its energy supplies—either by sea or the projected Gwadar
terminal, a Chinese military presencein the region, and thus an Indian response, is necessary. In this
regard, China sincreasing presence in Central Asiaprovides Beijing with anorthern component of a
potential “containment strategy” vis-a-vis Delhi.!8

Therefore, Beijing is discussing its potential participation in the projected Iran-Afghanistan-
Pakistan-India pipeline, or so-called Peace Pipeline. Likewise, if the projected Turkmenistan-Af-
ghanistan-Pakistan-India pipeline (TAPI) isimplemented, it too will likely attract Chinese partic-
ipation. Were an energy relationship between Pakistan and Chinato materialize, it would only height-
en the existing nexus of energy, security, and maritime power projection exemplified by China's
support for the construction of a major deep-sea port in Gwadar, Pakistan. |slamabad’ s role as an
energy provider for Chinawould certainly intensify Chinese effortsto hel p Pakistan remain secure,
stable, and non-fundamentalist. It is worth mentioning here that, according to a contract signed in
May 2009, Iran will start exporting 21.5 million cu m of gas aday to Pakistan. It is also important
to note that both Tehran and Islamabad are cognizant that in return for their cooperation in and
facilitation of the PRC energy policy, they will be provided with a PRC strategic umbrella against
both the U.S. and regional foes (India, Israel, and even Russia). Thisgrand strategy isthe key to the
growing PRC influence in Tehran.

Tehran itself is betting on the total “interdependence of Asia and Persian Gulf geo-economic
policies.” In this context, Tehran has proposed the Asian Energy Security Grid and the $7.6 billion
Iran-Pakistan-Indiapipeline (I Pl), both good exampl es of Iranian regionalization efforts, but doomed
under great pressure from other actors, primarily the U.S.

Inthe meantime, Russia’ sand Iran’ sdesire to oppose Washington’ s position to keep them away
from Caspian energy transportation projects, the Iranian-American confrontation, and Tehran’ sdoubts
that Russian-American cooperation is viable, are forcing the country’ s leaders to demonstrate more
flexibility inregional policy and remain loyal to their aliance with Russiain theinterests of their own
security and asapossible counterweight to America’ s Central Asian policy. Inthe context of the bitter
geopolitical and geo-economic rivalry with Washington in CA and the Middle East, Moscow itself
finds cooperation with Tehran to beitsonly solution, even at the expense of acompromisein the Caspian
Sea delimitation process or in Iran’s nuclear program. So, Iran and Russia are joining forces to pull
the Central Asian states onto their side by implementing such regional projects as the international
transport North-South corridor, the North-South fiber optic communication line, and others, whichin

18 Seer J. Bospotinis, “ Sustaining the Dragon, Dodging the Eagle and Barring,” The China and Eurasia Forum Quar-
terly, Vol. 8, No. 1, Spring 2010, p. 76.
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the future might promote the economic integration of these states. Moscow is surely refund by acting
as an intermediary between Iran and the West and by Tehran’s consent to Russia’' s intention to join
thelslamic Council Organization (Ol C) asacounterweight to America sinfluenceinthelslamic world
in general and in the Muslim oil and gas exportersin particular.

The same scheme applies to China, another of Moscow’srivalsin Eurasia. In fact, since the
mid-1990s Russiaand Chinahave been talking about building, together with Iran, the so-called pan-
Asian continental oil bridge, anetwork of pipelinesthat will connect the Russian and Central Asian
fuel energy producers with Chinese, and possibly also Korean and Japanese, customers. Thisidea
has the potential of being realized, provided Tehran joins the Shanghai Cooperation Organization
(SCO) in an energy security project binding actual SCO members (Russia, China, and the Central
Asian states) with Iran.

Asfor the European Union (EU), itisinclined toinvolve Russiaand ChinainitsIranian projects,
atendency which contradicts U.S. interests in the region.?® It should be kept in mind that Iran is al-
ready an energy exporter to Europethrough Turkey, funneling through Turkmenistan’ sgas and swap-
ping oil with Kazakhstan and Azerbaijan. Iran, Russia, and India have also conceived new areas of
cooperation that connect northern Europe to the Indian Ocean vialran and the Russian Federation. In
that sense, the 25-year supply agreement, worth up to $42 billion, signed between Iran and Switzer-
land, isonly the prelude of what might follow if Americadoes not find amore comprehensive way of
dealing with Iran.

TheEU isalsoin favor of Iranian participation in projects such as Nabucco, White Stream, and
Iranian-Turkish gas pipelines, with the possible inclusion of Arab gas originating from Egypt or Syr-
ia.?! These Iranian endeavors can reorient Central Asian energy routes through its territory and form
akind of gas cartel along with Russia and the CA countries, an idea put on the table recently by the
Persian Gulf Council on Cooperation and approved by Tehran. Of course, any thought about Tehran's
possibleinclusion in the Nabucco project produces strong American opposition, but both the EU and
U.S. are maneuvering new incentives for Iran to scrap its uranium enrichment program.?

Asfor Turkey, in an effort to become the main energy corridor to Europe through the Trans-
Caspian gas pipeline, it is not excluding the possibility of Iran’sinvolvement. In fact, it isactively
involved in the project for moving Iranian and Turkmenian gas to Europe across Turkey, which, it
is convinced, will allow Europe to become independent of alternative gas suppliers. Provided that
Washington’ srelations with Tehran improve, these geo-economic trends might cometo theforein
theU.S.’sCentral Asian strategy. Such thoughts sounded more realistic when the Bush administra-
tion stopped regarding Turkey as areliable and acceptable partner for transporting energy resourc-
esto Europe.

The prospectsfor the devel opment of an alternative petroleum route from both the Caucasusand
Central Asiato the Persian Gulf vialran would beawiseforeign policy initiativein “realpolitik” terms.
Iran has the potential to become an international petroleum port pumping station for its own petrole-
um resources, aswell asthose of oil-rich Central Asian republics and the Caucasus. Thiswould min-
imize Russia sinfluence and Europe’ s reliance on Russian energy and pipeline routes, while provid-
ing agreater sense of energy security for the industrialized world.

Iran clearly hasthe capacity for aK azakhstan-Turkmenistan-Iran pipeline. The project, estimat-
ed to cost around $1.2 hillion, is currently being considered and may develop into a viable strategy
and solution, pumping 1 million bbl oil per day from Kazakhstan and Turkmenistan to the Persian

19 Seer Sh. Repsol, “Wary of Iran Deal: Report,” Payvand News, 3 May, 2008.

2 See: “US Fearful of Iran-Europe Gas Deals,” Payvand News, 3 May, 2008.

2 See: D. Gollust, “Major Powers Make New Incentives Offer to Iran,” VOA, London, 3 May, 2008.
2 See: |bidem.
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Gulf island of Kharg. Tehran is also supporting a projected Iran-Turkmenistan-Turkey-Europe gas
pipeline, which, covering adistance of 3,900 km, was schedul ed to supply up to 30 billion cu m of gas
by 2010.%

Cooperation between Europe and Iran could include, apart from Iran’ s contribution of gasfor
the Nabucco pipeline project, the use of the Iranian grid for the transportation of natural gas from
Caucasian and Central Asian producer states to the European market, as well as European invest-
mentsin the [ranian energy sector.* Paradoxically, Washington will not be able to reduce Europe’s
dependence on Russian gas without Iran’s participation. Keeping this in mind, the United States
under the Obama administration changed its prioritiesin the Eurasian geopolitical battlefield. Rus-
siaisno longer the primary objective of the U.S. regional policy. The higher priority istowin over
Turkey and Iran for ahost of political reasons, first and foremost gaining Tehran’s support for and
assistance in expediting the U.S.’s withdrawal from Iraq and Afghanistan. In addition, Washing-
ton’s primary objectiveisa“new” Nabucco fed by Iranian and Turkmenian gas (the latter shipped
vialran). To get around the existing embargo and the threat of new sanctions, the U.S. envisages a
gas pipeline going from Iran to Armeniaand then to Turkey. Hence the U.S. pressure on Turkey to
sign the open border protocols with Armenia and violate long-standing agreements with Azerbai-
jan over linkage between resolution of the Nagorno-Karabakh conflict and normalization of rela-
tionswith Armenia. The U.S. issupporting Erevan regarding the possible independence of Nagorno-
Karabakh on the basis of the Kosovo precedent in the negotiations sponsored by the OSCE’ sMinsk
Group.

However, both Turkey and Iran are most apprehensive about Washington’ spolicies, despitethe
seeming benefits for themselves. While not turning their back on the U.S. initiatives, they gravitate
toward Moscow and recognize Russia’ s strategic dominance in the Greater Black Sea Basin.

Conclusions

As some analysts point out, it is up to Tehran to decide whether to gain access to the Western
market through participation in the Nabucco project or to join Russia, China, India, Pakistan, and some
countries of CA in implementing the “Energy of Asia’ scheme. They also suggest that cooperation
within the SCO appearsto be the most convenient form of integration among Russia, the Central Asian
states, and Iran.® Indeed, Iran is characterized as a geostrategic pivot. The entire geopolitical equa-
tionin Eurasiawill change on thebasisof Iran’ spolitical orbit. Should Iran aly with the United States
and become hostileto Beijing and M oscow, it could seriously destabilize Russiaand Chinaand wreak
havoc on both nations. This would be due to its ethnocultural, linguistic, economic, religious, and
geopolitical linksto the Caucasus and Central Asia.?®

Iranisatarget of U.S. hostility not only because of itsvast energy reserves and natural resourc-
es, but also for major geostrategic considerations that make it a strategic springboard against Russia

2 See: R. Molavi, M. Shareef, “Iran’s Energy Mix and Europe’s Energy Strategy,” Durham University Centre for
Iranian Studies, Policy Brief, 2008.

2 See: |. Grigoriadou, “Evropaiki Energiaki Asfaleia—EIllhno-Tourkiki Synergasia’ (European Energy Security—
Greek-Turkish Cooperation), ELIAMEP, Policy Brief, No. 12, December 2008 (see also: Yu. Vladimir, “Iran and Russia:
New Start after 30-year Pause,” Strategic Culture Foundation, 27 January, 2009, available at [http://en.fondsk.ru/
print.php?id=1877]).

% See: M.D. Nazemroaya, “The Eurasian Triple Entente: Touch Iran in a War, You Will Hear Russia and China,”
Strategic Culture Foundation, 22 January, 2012, p. 2.

% See: H. Philippens, op. cit., p. 4.
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and China. The roads to Moscow and Beijing also pass through Tehran, just as the road to Tehran
passes through Damascus, Baghdad, and Beirut. Nor doesthe U.S. want to merely control Iranian oil
and natural gasfor consumption or economic reasons. Washington wantsto put amuzzle on Chinaby
controlling Chinese energy security and wants Iranian energy exportsto be traded in U.S. dollars to
ensure the continued use of the U.S. dollar in international transactions.?

Realizing this, in November 2011, Iran and Russia signed a strategic cooperation and partner-
ship agreement between their highest security bodies on the economy, palitics, security, intelligence
ties, and coordination. Asfor Syria, it isbeing used asatool to alienate and attack Iran. Apart from a
secure port for stationing itswar vesselsin the Mediterranean, Russia does not want to see Syria used
to reroute the energy coordinatorsin the Caspian Basin and the Mediterranean Basin. If Syriashould
fall, these routeswould be resynchronized to reflect anew geopolitical reality. At the expense of Iran,
energy from the Persian Gulf could also be rerouted to the M editerranean through both L ebanon and
Syriain the Levant.

In his book The European Dream: How Europe’s Vision of the Future is Quietly Eclipsing the
American Dream (Polity Press, Cambridge, 2004), Jeremy Rifkin astutely observes*“fossil fuels, coal
oil and natural gas require asignificant military investment to secure their access and continual geo-
political management to assure their availability. They also require centralized, top-down command
and control systems and massive concentrations of capital (to move them from underground to end
users),” and again one of the end-user communitiesisthe military that securesthem. Chinawill have
to face an inconvenient truth about its current economic and military growth rate. Asfossil fuel pro-
duction peaks during the middle of the 21st century, thiswill coincide with the projected completion
of China’ sfull-scalebluewater naval capability. Indeed, the protection of China’ s SLOC will remain
the driving force behind naval modernization. Carrierswill be needed to secure offshore defense and
out-of-area missions, especialy in the Indian Ocean where |and-based aviation, even with advances
in aerial refueling, will be insufficient.

Thus, it is obvious that Chinais making the transition from a continental to sea power by in-
creasingly shifting itsfocus toward naval modernizationin an effort to balance and diversify accessto
amultitude of resources. Asiaisseeing arisein “zero-sum competition” over accessto and control of
resources, which isbeing accompanied by so-called energy nationalism. Chinaisopting to secure supply
linesof energy and other commoditiesthrough the SLOC in the Greater Indian Ocean, which at present
it haslittlecontrol over. Thelatter, although it became something of abackwater during the Cold War,
isemerging with its maritime domain as the global system’s center of gravity. AsR.D. Kaplan says,
itisherethat the 21st century’ s“global dynamicswill berevealed.”?® Chinadoesnot trust the U.S. to
secure the global commons. At present, China has little ability to influence the South China Seare-
gion and is unable to respond to any large-scale threats. Due to its assertive posture vis-a-vis other
countries in the region, China has created a sense of insecurity, fueling an atmosphere of distrust,
animosity, and resource nationalism in the Asia Pacific Region. These developments have in turn
contributed to a sense of insecurity for Chinaand haveinevitably legitimized calls to modernize and
expand the capabilities of the People’s Liberation Army Navy (PLAN).

27 See: H. Philippens, op. cit.
% R.D. Kaplan, “The Indian Ocean and the Future of American Power,” Random House, 2010.
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