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Introduction

more exact, Central Asiaremained part of

the Russian Empire and the Soviet Union
which replaced it and wastreated by Chinaassuch.
The sudden disintegration of the Soviet Unioninto
independent states confronted Beijing with theneed
to deal with several of themin Central Asia, which
required a new vector of itsforeign policy.

The over 20-year-long history of China's
policy in Central Asiacan bedividedintothree pe-
riods:

1. 1992-1995.
2. 1996-2001.
3. 2001—the present.

m Atthefirst stage, intheearly 1990s, Beijing
took itstimeto acquireaclear ideaabout the

F or over a century, or over 130 years to be

new reality, establish and then devel op dip-
lomatic contacts, build up mutual confi-
dence, create a base of treaties and other
legal documents, and address the accumu-
lated security-related problems.

m At thesecond stage, the mid- and late 1990s,
2000, and the larger part of 2001 (up to the
9/11 events), Central Asiaacquired mecha-
nisms and institutions of multisided coop-
eration (of which the People’s Republic of
Chinawasapart); Chinawas expanding its
economic presence in the region.

m Atthethird stage, which started onthetragic
day of 9/11, Chinademonstrated inordinate
activity and launched an “ offensive” along
all linesclearly determined to take atighter
grip on the region.

The First Stage
(1992-1995)

Early inthe 1990s, Chinahad to disentangleitself from aknot of complicated domestic issues
and foreign policy problems. The “third generation” of the Chinese |eaders headed by Jiang Zemin
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worked hard to prevent revision of the country’ s political system in the extremely adverseinterna-
tional context: the West responded harshly to the Tiananmen events of 1989, which cooled its
relations with China; the communist regimes in Eastern Europe collapsed along with the Soviet
Union.!

Early in the 1990s, Beijing needed as favorable an international context as possible, aswell as
a“stability belt” along its borders to push forward the social and economic reforms launched at the
turn of the 1980s. On the international scene, China demonstrated caution and flexibility very much
in line with the 24 Character Strategy of patriarch of the Chinese reforms Deng Xiaoping.?

This was a “wait-and-see strategy;” a wise move in a disoriented world (and the post-Soviet
turmoil): Beijing gained time and a chance to respond with the |east losses to the global and regional
changes.

China’s Policy

For over 130 years, Chinarecognized Central Asiaasasphere of Russia svital interests; it nev-
er questioned Russia' s hegemony and never tried to challengeit. The Soviet Union’ s disintegration,
the newly independent states next to itsborders, and Russia’ s “withdrawal” (not to say “flight”) from
Central Asiacaught Chinaunawares. From that time on, Beijing needed aCentral Asian policy as part
of itsforeign policy.

For internal and external reasons of a strategic nature and aware of the potentially volatile Cen-
tral Asian climate, Chinarefrained for awhilefroman activeor even “ offensive” foreign policy course.
It moved away asfar asit could from theregion’s* domestic squabbles’ to deal with the more general
issues of its relations with the Central Asian states: diplomatic contacts; security issues addressed
together with Russia; and coordinated approaches to Uighur separatism.

This called for asolid legal basis of bilateral treaties and trust between China and the Central
Asian states. With thisin mind, Chinawas one of thefirst to recognize the newly independent states;
between 2 and 6 January, 1992, it established diplomatic relations with Uzbekistan, Kazakhstan,
Tajikistan, Kyrgyzstan, and Turkmenistan.

The Institutions

Early inthe 1990s, Chinapreferred to deal with the Central Asian countrieson abilateral basis,
which laid the foundation for joint activities, created a much better understanding of the situation in
each of the countries, and allowed to achieve, at the early stage, good results relating to some of the
fundamental problems plaguing the rel ations between Chinaand the Central Asian states (particularly
in the security sphere).

Institutional cooperationwaslaunched in October 1992 in Minsk (Belarus) when aunited delega-
tion of Russia, Kazakhstan, Kyrgyzstan, Tgjikistan, and Chinaset up apermanent workgroup (the so-

! Since 1949, when the People’s Republic of Chinawas established, three generations of |eaders have replaced each
other at the helm: the first generation is associated with Mao Zedong; the second with Deng Xiaoping; the third with Jiang
Zemin. In 2002, the fourth generation of leaders headed by Hu Jintao came to power.

2 The Strategy rests on the following postulates: observe calmly; secure our positions; cope with affairs calmly; hide
our capacities and bide our time; be good at maintaining a low profile, and never claim leadership (see: P.B. Kamennov,
Kitai v XXI v. Globalizatsia interesov bezopasnosti, ed. by G.I. Chufrin, Moscow, 2007, p. 54).
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called 4 + 1 formula) to address the entire set of the security issues; thiswasthefirst step toward the
interstate alliance that appeared in 1996 as the Shanghai Five.

Security

Attheearly stage, as soon as Chinaestablished diplomatic rel ationswith the Central Asian states,
it initiated talks on security, which it treated as a crucial issue because of the high level of military
presencein the border regionsand the mounting Uighur separatism. Kazakhstan and Kyrgyzstan, two
countrieswith thelongest stretches of land border with Chinaand the largest Uighur diasporasin their
territories, were its primary partners.

In the first half of 1992, Beijing launched bilateral consultations with Almaty and Bishkek on
the disputed border stretches; talks on the full range of border issues between China and the joint
delegation of Russia, Kazakhstan, Kyrgyzstan and Tgjikistan began in the fall of the same year.

Chinawanted the regional leadersto guarantee their support of its struggle against Uighur sep-
aratism which had cometo the fore as one of the most serious national security threats after the Soviet
Union’ sdisintegration (the Uighur diasporain the Central Asian stateswas 300-500 thousand strong).

The Economy

Early in the 1990s, economic ties were practically non-existent and were limited to small-scale
trade operations. In 1992-1995, annual trade turnover was $350-512 million (see Table 1).

Table 1

China’s Trade with
the Central Asian Countries
(1992-1995) ($m)

/ Ve Trade Deliveries from Deliveries from
Turnover China to Central Asia Central Asia to China

1992 422 276 146
1993 512 244 268
1994 360 235 125
1995 486 285 201

/N o te: The figures are not exact; there is no information on trade turnover between China\
and Turkmenistan and China and Tajikistan. The general idea, however, is not
distorted because the volume of trade between China and the two countries was
insignificant.

Source: Asian Development Bank with reference to the national statistics boards
(Key Indicators of Developing Asian and Pacific Countries, Asian Development

Bank, 2002). j/

N\
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It should be said that trade (so-called shuttle trade included) was limited to Kazakhstan and
Kyrgyzstan, which had reliable transport connectionswith China. Chinese goodswerethen re-exported
to the other Central Asian countries and Russia.

China’s Policy
Summed Up

With no clear idea about its interestsin Central Asia, the results of China's efforts to establish
relations with the local statesin the early 1990s proved contradictory.

Ontheonehand, Beijing was moving ahead; it laid the foundation for theserel ations, which had
to be started from scratch.

On the other hand, in the first half of the decade China demonstrated alot of caution; it did not
show aninterest ininstitutional and economic cooperation with the newly independent states. Thefar
from simple international context in which Chinafound itself at the time forced it to maintain good
relations with Russia, which slowed down its progress in the Central Asian direction.®

Central Asian Policy

Early inthe 1990s, the Central Asian statesrealized that cooperation with China, one of thelarg-
est regional (and nuclear) powers, could not be avoided. The People's Republic of Chinawas one of
thefirst to recognize the sovereignty of the Central Asian republicsand establish diplomatic relations
with them.

Atthat time, the Central Asian countries, however, did not look at the People' sRepublic of China
astheir foreign policy priority for several reasons.

m First, because the process of statehood devel opment and economic transformations turned
out to be torturous; the regional states expected support from Russia,* the West, and the
more developed and culturally close Islamic states. In this company, China did not ook
like a promising partner; its economy was still weak and its development model far from
enticing.

m Second, Beijing’sinsistent desire to find partnersin Central Asialooked too suspicious; the
local statesfeared demographic and territorial expansion; the memory of thefar-from-simple
relations with this country in the 1960s-1970s was still alive.

m Third, during the period of developing of sovereignties and the “honeymoon” with the West
and the Islamic world, the Central Asian countries preferred to get rid of socialist ideology,
while in China the Communist Party was still in power.

31n the early post-Soviet years China needed normal relations with Russia to acquire areliable “strategic rear” and
to settle disputed, especially border, issues. Russia, in turn, needed stable and predictable relations with China (their com-
mon border is nearly 4,300 km long). In many respects, it was “the sides' constructive determination to cooperate that
allowed Beijing and Moscow to settle the most painful issues of bilateral relations at the very beginning of the 1990s”
(G.1. Chufrin, Problemy bezopasnosti vo vneshnei politike Kitaia, Institute of World Economy and International Relations
RAS, Moscow, 2005, pp. 148-149).

41t was inertia rather than conscious choice; the situation in Russia was far from favorable.
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Thisexplainswhy in the early 1990s the regional states were engrossed in their domestic prob-
lems caused by the Soviet Union’ sdisintegration; they had not yet acquired mechanisms of aconcep-
tual perception of the world outside their borders. Chinawas still not a priority.

* %k %

On thewhole, in the early 1990s Chinawas moving cautiously toward closer relations with the
Central Asian countries which, in turn, were busy, along with Russia, sorting out the problems they
inherited from the Soviet Union. Thiskind of foreign policy proved the most reasonable; Chinalaid
the foundations of partnership with Russia and the Central Asian countries and created prerequisites
for its broader presence in the post-Soviet expanse.

The Second Stage
(1996-2001)

In the latter half of the 1990s, Beijing, under the pressure of the Taiwan-related aggravations
(1995-1996), another bout of Chinese-American confrontation, and the financial crisis in Southeast
Asia(1997-1998), had to revise some of the principally important elementsof itsforeign policy. Prob-
ably for the samereason, the Chinese |eaders concluded that an important economic breakthrough was
impossible without an active or even “offensive” foreign policy; otherwise, the country was running
the risk of becoming too vulnerable in the age of globalization and the unipolar world under the
American aegis.

In the latter half of the 1990s, therefore, China’ s main foreign policy priority wasto develop
and implement new approaches aimed at “ acquiring the status of agreat power which structuralizes
theinternational system rather than merely respondsto the processes underway on the international
area.”®

By the mid- and late 1990s, Beijing was successfully combining domestic and foreign policy
tasks. Itsforeign policy was expected “ not merely to passively preserve external conditionsfavorable
for the reforms but to actively cut short all attempts to interfere in China’s development.”®

Thismeansthat Chinahad to find alliesand demonstrate more vigor in building up and strength-
ening international alliances and multisided institutions in which it could claim the leading role.

China’s Policy

In the latter half of the 1990s, China, guided by global and long-term considerations, demon-
strated much more activity in Central Asiaand abandoned its“wait-and-see” policy for a“ strategy of
gradual penetration” into the region. Moreover, it was very much concerned about the security, so-
cial, and economic developments along its Central Asian border.

5M. Mamonov, “Strategia ‘ profilaktiki opasnosti’ vo vneshney politike KNR,” Mezhdunarodnye protsessy (Russia),
No. 3 (15), September-December 2007, available at [http://www.intertrends.ru/fifteen/003.htm].
5 Ibidem.
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The Chinese leaders were fully aware of the fact that their Central Asian neighbors were easy
prey for international terrorists, Islamic radicals and extremists, drug traffickers, and other transna-
tional threats. In the latter half of the 1990s, the never-ending turmoil in Afghanistan stirred up reli-
gious extremists, terrorists, and nationalists in the Central Asian countries. Beijing was especially
concerned about the rising wave of Uighur separatism; extremist groups had developed a taste for
terrorism and became much more active on both sides of the border.

The considerable oil and gas resources in Central Asia and the Caspian confirmed in the mid-
1990s added to the region’ s value; Chinaneeded energy resources for its growing economy. ltslong-
term interest in the region and the adjacent areas needed to be defined in clearer terms.

Itsgeographical proximity to the central and western provincesof the PRC’ suggested that Central
Asiaand its resources should be used to realize a program of accelerated development of these parts
of China. Beijing counted on the region’s resources and raw materials, as well as the Central Asian
markets to stir up economic growth of its “national fringes.”

The Institutions

In 1996, Beijing relied on the tested 4 + 1 mechanism to initiate, together with Moscow, the
Shanghai Five, anew structure of regional cooperation inthe security sphere. Itincluded China, Russia.
Kazakhstan, Kyrgyzstan, and Tgjikistan; in 2001, it was transformed into the Shanghai Cooperation
Organization (SCO) with Uzbekistan as its sixth member.

Security

The ever-increasing impact of transnational threatsforced Chinato specify its cooperation with
the Central Asian countries. By thelate 1990s, the special servicesand law enforcershad already been
cooperating; the much more vehement activities of the Uighur separatistsin Xinjiang and in some of
the Central Asian countries made this cooperation doubly important for China.

The failed attempts of the Islamic Movement of Uzbekistan (IMU) to break through into Uz-
bekistan and Kyrgyzstan in 1999 and 2000 convinced China to extend its military-technical assist-
anceto the Central Asian states, which soon developed into partnership. Thismeansthat by the end of
the 1990s, Beijing (very much like Moscow) became a guarantor of sorts of the regional security sys-
tem taking shapein Central Asia.

The Economy

In the latter half of the 1990s, economic relations between China and Central Asia acquired a
fresh impetus; Chinawidened its presence in the Central Asian markets, which is best illustrated by

7By the mid-1980s, it had become obvious that some of the regions were lagging behind in the social, economic, and
political respects, which fanned separatism
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the large volumes of trade with China’'s former partners Kazakhstan and Kyrgyzstan and with Uz-
bekistan.

In 1996-2000, China stradeturnover with the Central Asian countriesnearly doubled compared
to thefirst half of the 1990s to reach the $580-1,050 million (see Table 2).

Table 2

China’s Trade with
the Central Asian Countries
(1996-2000) ($m)

Vi Trade Deliveries from Deliveries from
Turnover China to Central Asia Central Asia to China

1996 674* 357* 317*
1997 699* 365* 334*
1998 588 390 198
1999 733 350 383
2000 1,041 611 430

/N ote: The figures marked as (*) are not exact; there are no information available for trade\
between China and Turkmenistan and China and Tajikistan in 1996 and 1997,
which does not distort the general picture; the figures for these years can be safely
ignored as insignificant.

Source: Asian Development Bank with reference to the national statistics boards
(Key Indicators of Developing Asian and Pacific Countries, Asian Development

Bank, 2002). j/

N\

In its trade with the Central Asian countries, China moved rapidly toward the formula “raw
materials in exchange for finished products:” the Central Asian states exported their energy resourc-
es, chemical and textileraw materials (lint and seed cotton and hides), metalsand scrape metal. It should
be said that their exports were largely responsible for the economic development of China s central
and western provinces.

The Central Asian countriesimported consumer goods, which saturated the consumer markets
of some of the regional states.

While developing its trade contacts, Chinarevealed, for thefirst time, itsinterest in oil produc-
tion in Kazakhstan and its transportation. In 1996, it contributed to the oil production project in the
Aktyubinsk Region (Western Kazakhstan); this can be described as China sfirst and highly success-
ful attempt at developing relations with Central Asiain the energy sphere.

In 1997, President of Kazakhstan Nursultan Nazarbaev and Premier of PRC Li Peng signed an
agreement on the Atasu-Alashankou oil pipeline; the share of the China National Petroleum Corpora-
tion (CNPC) in the project was 60 percent.

Chinabegan showing a greater interest in transport routes between Xinjiang and Central Asia;
highways and the China-Kyrgyzstan-Uzbekistan railway were expected to invigorate the economy of
Xinjiang.
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China’s Policy
Summed Up

Inthelatter half of the 1990s, China’ sdetermined and active policy in Central Asiabecame much
clearer. Aware of its till fairly limited capabilities, China placed the stakes on its cooperation with
Russia (which likewise needed strategic cooperation with China); the sidesformulated relatively sim-
ilar approaches to the regional security issues.

Beijing’ s greater involvement in the region produced dubious results.

On the one hand, it can be described as a breakthrough in practically all the key sectors. On the
other, it created alopsided structure of economic cooperation—raw materialsin exchangefor finished
products—because Chinapreferred toinvest and beinvolvedin theraw material sectorsand their related
transportation infrastructure (“taking away raw materials’ and “bringing in finished products”).

In the 1990s, Chinadid not have enough money to devel op the XUAR, to say nothing of Central
Asia; it was still not ready to become a driving force behind the region’ s economic devel opment.

Central Asian Policy

Inthelatter half of the 1990s, the Central Asian states displayed much moreinterest in the Chi-
nese vectors of their foreign policy for several reasons.

m First, the mounting negative trends caused by domestic problems and the instability in Af-
ghanistan forced the regional countries to seek a guarantor of their security outside the re-
gion. China, which displayed alot of interest, looked like the best option. Russia was still
weak militarily and economically to say nothing of its erratic policies.

m Second, the habitual flow of consumer goodsfrom Russiaand other post-Soviet republics had
petered out, which meant that Central Asia had to import more and more consumer goods
from China; the quality was relative low, but the prices were affordable.

Kazakhstan and Kyrgyzstan were much more interested in trade with China than their
Central Asian neighbors. Thesetwo countriesnot merely filled their marketswith cheap “ made
inChina” goods, but al so earned money by re-exporting them to therest of theregion (mainly
to Uzbekistan) and some of the Russian regions. The two republics stimulated imports from
China and encouraged “ shuttle trade.”

m Third, the Central Asian countries|earned to look at Chinaas apromising investor. In 1997,
Astanasigned a contract with Chinaon an oil pipelineto bring fuel to the XUAR and began
designing it in 1998 to attract Chinese money into oil and gas production and transportation
projects.

* %k %

On thewhole, the period between mid-1990s and 2001 marked aturning point in the relations
between Chinaand the Central Asian states. Beijing, which had finally identified itsregional prior-
ities, showed alot of determination and consistency when realizing them; it never demonstrated its
political ambitions and, on the whole, concentrated on regional security and its own economic in-
terests.
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It al so stepped up its cooperation with Russia, which was especially obviousin the security sphere;
by the late 1990s, however, Beijing no longer accepted Russia sright to domination in Central Asia
and treated it as an equal partner.

The Third Stage
(2001—the present)

Early in the 21st century, Beijing responded to the post-9/11 international instability and the
mounting military-political and economic impact of the United States and its closest alieswith are-
adjusted, much more vigorous, and even offensive foreign policy designed to defend its national in-
terests.

Seen from Beijing, the military operations in Afghanistan and Iraq and America s rapidly ex-
panding presence in direct proximity to Chinalooked like potential mechanisms of military-political
pressure on it. In these conditions, Chinaidentified the balance of power along its borders and in the
zones of its exclusive interests as its main strategic goal.

These changesand theforeign policy readjustmentsin Chinathe changesinvoked coincided with
thetransfer of political power to anew political elite, the so-called fourth generation of |eaders head-
ed by Hu Jintao.®

In fact, the new leaders merely adjusted their foreign policy to the much stronger state (in both
the military and economic respects) they had inherited from the third generation leadership.

China’s Policy

In the new, post-9/11 world, Central Asiawas no longer aperiphery, but astrategically important
region which Chinatreated asapriority on apar with its other foreign policy efforts onthe global scale.

China srapidly devel oping economy created an acute need for guaranteed accessto theregion’s
raw materials (oil and gasin particular) and itstransit potential. In this context, Washington’s deter-
mination to adjust Central Asiato its political, economic, and military needs was seen as a serious
obstacle.

Beijing responded by strengthening the SCO and encouraging bilateral contacts; its growing
economy allowed it to pour money into al sorts of projects (economic in particular) and to help the
regional social-political systems maintain their stability.

The Institutions

Beijing, which relied on the SCO to monitor Central Asian developmentsand prevent the emer-
gence of an anti-Chinese alliance, needed a closely-knit structure with a better international image

8 This transfer took several years to be prepared and accomplished. In 1998, Hu Jintao, who was 16 years younger
than then leader Jiang Zemin, was moved to the second-important post of Deputy Chairman of the PRC. A year later he
added the post of Deputy Chairman of the Central Military Commission of the Central Committee of the Communist Party
of Chinato his previous position; in November 2002, the 16th National Congress of the Communist Party of China elect-
ed him General Secretary of the CPC instead of Jiang Zemin.
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and a much more attractive economic record. New members were seen as a possi bl e option; together
with Russia, Chinainitiated Mongolia’ smembership (which joined in 2004 asan observer), and ayear
later Iran, Pakistan, and Indiajoined with the same status.®

Thewidening ranks expanded the sphere of international cooperation. In 2004, the SCO ac-
quired the Regional Anti-Terrorist Structure (RATS) with its Executive Committee in Tashkent;
several yearslater, it acquired aBusiness Council and the I nterbank SCO Council (both dominat-
ed by China) expected to coordinate investment and business efforts in all sorts of economic
projects.

In 2006 and later, Beijing came forward with an initiative designed to invigorate economic
cooperation between the SCO members (a free trade area and aregional transportation infrastruc-
tureamong other things). It became an active supporter of WTO membership for the SCO members
in expectation of seeing a much more active exchange of commaodities and services inside the Or-
ganization.

Security

Theregional ambiguity created by the American military basesin Central Asiadid not discour-
age Ching; it insisted onitsearlier course of much wider cooperation with thelocal statesin the secu-
rity sphere inside the SCO and outside it, on a bilateral basis. In 2004, China and the Central Asian
states began demonstrating alot of activity within RATS.

The number of joint projects increased considerably thanks to China’s ability to correlate the
level, intensity, and scope of cooperation in the security spherewith the large-scale economic projects
being implemented in the regional countries.

The Economy

The Chinese policy of building up itsregional presence was manifested in the much higher trade,
investment, and borrowing figures.

Between 2001 and 2008, trade turnover between Chinaand Central Asiaincreased almost 13-
14-fold to reach approximately $20.2 billion; in 2009, however, under the pressure of the world
financial and economic crisis, the figures decreased, which was probably atemporary process (see
Table 3).

Very much as before, the Central Asian countries continue selling their raw materialsto China,
while Chinais consolidating itsrole of an exporter of finished goods. In 2008, raw material s account-
ed for 91% in the total volume of Central Asian supplies to China (energy resources accounted for
68% of thetotal volume of raw materialssold to China); ferrousand non-ferrous metalsfor about 15%;
chemical raw materials for about 6%; and textile raw materials for about 2%.

Chinahas been increasing itsinvestment and lending activitiesin the most important economic
segments. Whilein the late 1990s, China sfinancial resourcesin Central Asiawere under $1 billion
and were concentrated in the oil and gas industry of Kazakhstan, in the first eight years of the 21st

91n 2006, Belarus' request for observer status was declined as coming from a non-Asian country. In June 2009, the
Ekaterinburg SCO Summit granted, for the first time, a dialog partner status to Sri Lanka and Belarus.
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Table 3

China’s Trade with
the Central Asian Countries
(2001-2009) ($m)

(G i Trade Deliveries from Deliveries from
Turnover China to Central Asia Central Asia to China

2001 1,478* 856* 622*
2002 2,798* 1,569* 1,229*
2003 3,305 (4,100) 1,911 1,394
2004 4,337 (5,848) 2,545 1,792
2005 6,630 (10,294) 3,982 2,648
2006 10,796 (13,350) 6,338 4,458
2007 16,038 (20,576) 9,571 6,467
2008 20,170 (27,845) 11,553 8,617
2009 17,721 (23,648) 10,878 6,843
/N ote: The figures marked as (*) are not exact; there are no information available for trade\

between China and Tajikistan, which does not distort the general picture; the figures
for these years can be safely ignored as insignificant.

Sources: The figures for 2000-2001, Asian Development Bank with reference to the
national statistics boards (Key Indicators of Developing Asian and Pacific
Countries, Asian Development Bank, 2002); the figures for 2002-2009, The
Economist Intelligence Unit with reference to the national statistics boards
(Kazakhstan: Country Report, The Economist Intelligence Unit, London,
June 2003, June 2004, June 2005, June 2006, June 2007, June 2008,
March 2009, March 2010; Kyrgyzstan: Country Report, The Economist
Intelligence Unit, London, June 2003, June 2004, June 2005, June 2006,
June 2007, June 2008, March 2009, March 2010; Tajikistan: Country Report,
The Economist Intelligence Unit, London, June 2003, June 2004, June 2005,
June 2006, June 2007, June 2008, March 2009, March 2010; Turkmenistan:
Country Report, The Economist Intelligence Unit, London, June 2003, June
2004, June 2005, June 2006, June 2007, June 2008, March 2009, March
2010; Uzbekistan: Country Report, The Economist Intelligence Unit, London,
June 2003, June 2004, June 2005, June 2006, June 2007, June 2008,
March 2009, March 2010); the figures in brackets for 2003-2009 were
supplied by the Ministry of Commerce of the PRC.

. )
century, they increased over 18-fold to reach approximately $18 billion (about $9.6 billion in direct
investments, $2.3 billion in loans, and $6.3 billion in assets) by the beginning of 2009 (according to
our calculations).

76



CENTRAL ASIA AND THE CAUCASUS Volume 11 Issue 4 2010

Despite the world financial crisis, China has stepped up its financial and economic involve-
ment in Central Asiain the form of loans'; it has also been buying up assetsin the key economic
branches.

China’s Policy
Summed Up

Itsforeign policy offensive in the wake 9/11 allowed Chinato fortify its position to a great ex-
tent; however in the context of the long-term interests of both sides, the results can still be described
as dubious.

On the one hand, the much stronger position of the SCO, which has become amultidimensional
institution of inter-state cooperation, can be described as a breakthrough that enabled China to be
directly, and most important, legally involved in the Central Asian developments and become one of
the main guarantors of the regional security system still in the process of formation.

On the other, the format of economic relations inherited from the 1990s remains the same, i.e.
“raw materialsin exchange for finished products.” Moreover, the Chinese, who are concentrating on
theraw material spheresand tend to avoid, on thewhole, industrial innovations, perpetuate the present
arrangement of regional cooperation.

Central Asian Policy

Early inthe 21st century, all the Central Asian countries concentrated on the Chinese vector of
their foreign policies, probably because the SCO had consolidated and devel oped its influence.

Russiaisstill the key partner, but cooperation with China has supplied the Central Asian states
with a diplomatic leeway when dealing with Moscow and Beijing.

The regional states are especially interested in wider cooperation with Chinain the economic
sphere; Kazakhstan has moved further than its neighborsin this direction. Astanaand Beijing agreed
onamechanism for funding several large-scal e projectsin the oil and gas sphere and, most important,
other key segments of the national economy: metallurgy, telecommunication, and information tech-
nology.

Theleadersof Turkmenistan ook at Chinaastheir priority economic partner; in December 2009,
the first branch of the Turkmenistan-China gas pipeline (across Uzbekistan and Kazakhstan) was
completed; in 2010, it started moving natural gasto China.

Economic cooperation between Chinaand Uzbekistan is progressing, particularly in the oil and
gas sphere. Tashkent’ s efforts to tempt Chinese investors with awide-scal e privatization program of
large economic facilities have so far failed.

Today, very much asbefore, Kyrgyzstan is satisfied with the role of atransit country of Chinese
commodities.

0 1n April 2009, the President of Kazakhstan's visit to Beijing produced an agreement on a loan of $10 hillion,
$5 billion of which went to the oil and gas sector of Kazakhstan (to the leading oil and gas corporation KazMunayGaz,
to be more exact). In June of the same year, China signed an agreement on an additional targeted loan to Turkmenistan
of $3 hillion to develop the country’s largest gas field luzhny lolotan. In June 2009, at the Ekaterinburg SCO Summit, Chair-
man Hu Jintao announced that his country had decided to extend the Central Asian SCO members an unprecedentedly large
loan of $10 billion to support their national economies during the global financial and economic crisis.
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Tajikistan regards Chinaasasource of money; itsown capabilitiesaretoo limited, whileitshopes
of attracting Russian money on abig scale have so far been deceived.

Conclusions

The People’ s Republic of Chinaremains determined to become agreat power. This meansthat
Chinese diplomacy should work hard to create adequate external conditions, atask in which Central
Asiaisdestined to play an important role.

In the 1990s, Beijing demonstrated alot of caution on the international arena and coordinated
what it was doing with Moscow; on the whole, China preferred to remain within certain limitsin the
region.

Inthefirst decade of the 21st century, Central Asiamoved to the center of China sforeign pol-
icy; the events which changed the world made China s regional policy more assertive.

The fourth generation leadership in Chinamade Beijing's Central Asian policy even more vig-
orous, ambitious, and pragmatic and much more determined to defend national interests. The new
Chineseleaderswerelessinclined to follow Russia slead when acting in Central Asig; likewise, they
could not ignore the mounting influence of the United States and its alliesin the region.™

At the same time, Chinese policy in Central Asiais not free of certain faults; the Chinese till
regard theregion asaraw material appendage. China s stepped-up presencein theregionisexplained
by its growing involvement in projects (particularly in the raw material sphere) and investmentsin
pipelines and transportation infrastructure (needed to transport raw materials) and its financial and
political cooperation with the sameaimsin view.

It is hard to say what will come of this activity in the region.

On the one hand, the place and role of the PRC in the world, its considerable economic scope,
and the dynamic development of practically every industrial branch suggest that Chinacan serveasa
driving force behind the region’ s economic and innovational development. Central Asia can become
an important stretch of Eurasian land transit and an important link of China's geopolitical and geo-
economic cooperation with other centers of power and economic blocs.

On the other hand, China’ s development is not free of considerable problems, which meansthat
another, much more pragmatic, and even egoistical model is also possible. Chinawill be tapping the
region’ sraw material basetothefull in order to developitsinland territories (in the west and the center)
and maintain economic contacts and transport communications.

The SCO system of relations taking shape is primarily geared toward Chinese interests.

This approach, which is coming to the fore in Beijing’ s strategies, deprives Central Asiaof the
hope of restoring its former status of a bridge between Europe and Asia; it dooms inner Eurasiato
even greater economic and geographic isolation and persistent lagging behind the developed coun-
tries and regions. This scenario threatens the security of Central Asia, China, and Russia. Indeed,
destabilization of thelocal stateswill create an extremely shaky situation onthe borders of Russiaand
China.

11t seems that the previous generations of Chinese politicians (Deng Xiaoping and Jiang Zemin) were much more
attentive to Russia' s interests than the fourth generation of leaders. The older generation acquired its political ideas before
the 1960s when China and the Soviet Union were still alies. Their country was relatively weaker than the U.S.S.R. in the
military and economic respect. The new political elite grew up during the period of cool (not to say antagonistic) relations
with the Soviet Union. Their ideas about the world are free of any Russia-centrist component. Today, the Chinese econo-
my is much stronger than the Russian, while in the military respect, Chinais not weaker than the Russian Federation.
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To ensure long-term stability in the region and around it and add consistency to the relations
between China and the Central Asian states, Beijing should concentrate on establishing multidimen-
sional and mutually advantageous cooperation with Central Asiaand Russia.

Chinashould start with its all-round support of economic reintegration inside the region and/or
across the post-Soviet expanse (within the EurAsEC, for example) and gradual integration within the
SCO at the later stages.

Asthe Central Asian leaders, aswell astheir Chinese and Russian colleagues, become gradually
convinced that there is no alternative to cooperation, a new stage of China’ sregional policy will be-
gin. This will also establish progressive and mutually advantageous cooperation between the sides
involved in the heart of Eurasia.
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