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Abstract

The following paper strives to (1) present the reader with the results of my preceding book on the
subject (Eder 2014) and to (2) review the trends that had been predicted therein. It provides a
concise analysis of the Sino-Russian relationship’s history, an account of post-Soviet regional
energy projects, and an analysis and interpretation of the mainland Chinese discourse on the
impact of the Central Asian energy issue on this relationship. The issue has been broadly dis-
cussed as a possible source of friction since the global financial and economic crisis. Chinese
authors predicted that a great deal of co-ordination and compromise would be needed because of
Russian sensitivities but conveyed confidence that their country’s ‘inevitable’ expansion of crucial
energy relations would be manageable. The book thus predicted a successful handling of compet-
ing interests in the short term but still foresaw a challenge to the ‘strategic partnership’ through
the gradually shifting power balance. Over the last 18 months, China has advanced even faster
and more comprehensively than anticipated and already overshadows Russia. Now undergirded
by a more substantial political strategy, it quietly but resolutely pushes Moscow (and all its
schemes of post-Soviet re-integration) aside. Managing ensuing frustrations and more blatant
counter-measures will likely test the resolve and aptitude of Chinese policy-makers earlier than

expected.
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Introduction

One and a half years ago I finished a study on the impact of shifts in the Central
Asian (CA) energy sector on Sino-Russian relations (Eder 2014). This was done
through the lens of the mainland Chinese academic discourse on the subject, follow-
ing its winding path from 1997 to 2012. That discourse was contextualised by a
short analysis of the historical phases of the Sino-Russian relationship and factual
narration of relevant Sino-Russian, Sino-CA, and Russo-CA energy projects. Con-
clusions were drawn with the help of a neoclassical realist-perception theory model
of analysis.

On the basis of the existing Western literature, one could discern two schools on
the future of Sino-Russian relations: the ‘alarmists’ and the ‘limitationists’. In short,
the former expect an anti-Western alliance or even military bloc, the latter an immi-
nent deterioration of relations and even confrontation. Both schools make important
references to the ‘CA factor’. ‘Alarmists’ see the Shanghai Cooperation Organisa-
tion (SCO) as a nucleus for a military alliance; ‘limitationists’ expect geopolitical
competition over CA to break the ‘strategic partnership’ (Yu Bin 2007). Neither of
the schools draws on Chinese language sources.

The analysis of the mainland Chinese academic discourse on the important en-
ergy aspect of the ‘CA factor’ shall therefore complement and refine the debate.
Chinese international relations (IR) experts were found to, on the one hand, consis-
tently demand compromise, concessions, and an appreciation of the Russian position
in the region, and, on the other hand, increasingly underline the centrality of CA to
Chinese energy security and the sheer impossibility of turning back. Therefore, 1
predicted successful prevention of conflict in the short-term (i.e. this decade) but a
growing challenge to the ‘strategic partnership’ in the long-term, as Moscow per-
ceives a gradual encroachment from the East and threats to its plans of reunification
in the former Soviet space.

This paper serves as an update to the former study. It takes stock of the most re-
cent developments, i.e. the time between June 2012 and December 2013, and will
allow for a tentative first review of trends predicted by Chinese scholars and my
earlier book. It shall suffice here to make only marginal notes on this relationship’s
history and provide a concise summary of energy projects up to this paper’s period
of investigation.
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Setting up the chessboard: Contextualisation of the Chinese discourse

Sino-Russian history: Traumata and nostalgia

The long and laden history of Sino-Russian relations can, despite all its complexi-
ties, be structured according to certain patterns. Among many other efforts to do so,
two Chinese scholars have rather recently provided us with concise and helpful
categorisation, Chén Lulu JL#% % (2010: 88) and Yu Bin (2007: 59). Their convinc-
ing line of argumentation will be mostly followed here. Chén uses four patterns to
describe all forms of contact between the two nations: (1) oppression; (2) alignment;
(3) resistance; and (4) normalcy. Yu delineates only (1) hierarchy—encompassing
the first three patterns in Chén’s system—and (2) equality. Similar to Chén’s last
pattern, YU describes the latter as a phase of ‘normalisation’ of the relationship, in
the sense that it is no longer ideologically charged, but rather pragmatically oriented,
and a ‘normal’ mixture of co-operative and competitive elements.

Covering the last millennium in bold strokes, both authors make out only one re-
al phase of normalcy or equality, the current one beginning when the two sides
started to reconcile their differences in the late 1980s. This is to say that the history
of Sino-Russian relations is broadly, in all its twists and turns and variations, a
history of hierarchy (Eder 2014:19-26).

In the beginning it is much more than hierarchy though, as the relationship starts
with a civilisational trauma on both the Russian and the Chinese side. The older
trauma (i.e. a phase of oppression) is the Russian one. It harks back to the 13th-
century Mongol invasion of what is now the Russian Federation (RF), described by
Lo Bobo as Russia’s ‘Mongol complex’ (2008: 18-19). Although it involves Mon-
gols rather than Chinese and has to be traced back to a very distant past, this part of
Russia’s history is consequential in its connection—via 19th-century nationalist
Russian literature—to current discussions of a ‘yellow threat’ or ‘yellow peril® (i.e.
China) that are very much present in (especially regional) Russian media. Prejudices
about uncivilised, culturally inferior, as well as potentially aggressive and oppres-
sive neighbours to the East persist.

The Chinese trauma is more recent, substantive, and comprehensive. It is the
much-discussed ‘century of humiliation’ from the mid-19th to the mid-20th century
that has been and still is the relentless driving force behind all efforts of ‘national
reconstruction’. The latter, in turn, has been the dominant theme behind all policies
of both Nationalist and Communist governments since then. Tsarist Russia was part
of the Opium Wars, several of the ‘unequal treaties’ that made China a ‘semi-
colony’ were signed with St. Petersburg (e.g. Treaty of Aigun 1858, Treaty of
Bé&ijing b 5T 1860, Treaty of Tarbagatai 1864), and an enormous mass of land—1.7
million km? (Wilson 2004: 15; Yu Bin 2007: 60)—was handed over to the Russian
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Empire (Chén Lulu 2010: 88; Lo 2008: 21; Schmidt-Glintzer 2001: 17; Wishnick
2001: 192). This has been the basis of Chinese distrust towards a perceived aggres-
sor. It has also caused numerous border disputes, with continuing misgivings about
the course of the border among the Chinese populace, and an on-going fear on the
Russian side that Bé&ijing is eventually going to make an attempt to change it (Chén
Lulu 2010: 88; Lo 2008: 21-23).

On the other side of the emotional divide is a phase of alignment that is often de-
scribed as the ‘honeymoon’, the intense co-operation between the Soviet Union (SU)
and the People’s Republic of China (PRC) from the latter’s inception in 1949 to
roughly 1960 (Chén Lulu 2010: 88; Y 2007: 58). This period was marked by
Béijing’s ‘leaning-to-one-side’ foreign policy, the copying of the Soviet system, and
enormous technological and financial help from Moscow. Nonetheless, the relation-
ship remained very much hierarchical, with the SU demanding deference to its
leadership of the Socialist bloc (Wilson 2004: 18). Earlier co-operation between the
two Communist parties had laid the foundation for the inter-state honeymoon. The at
times unreliable and insincere stance of Joseph Stalin (1878-1953) had, however,
also sown the seeds of the ensuing ‘break-up’ (Chén Lulu 2010: 88; Lo 2008: 24;
Marciacq 2009: 15-16; Wilson 2004: 18).

The Sino-Soviet split happened gradually from about 1956 to 1963 and can be
seen as a third and shared trauma that reawakened those of the past. It was a phase
of resistance (cf. Chén Lulu 2010: 88), when the weaker side (i.e. China) revolted
against the hierarchical relationship. Ideological and personal differences between
Méo Zédong EF 7R (1893-1976) and Nikita Sergeyevich Khrushchev (1894—
1971), disagreements over foreign policy and leadership, and a perception of diver-
gent national interests culminated in the withdrawal of all Soviet experts in 1960 and
the end of inter-party and inter-military co-operation in 1963 (Lo 2008: 25; Mar-
ciacq 2009: 15-16; Wilson 2004: 18-19). A massive mutual troop build-up along the
border and concomitant paranoia, nuclear threats by Moscow, and actual bloody
clashes in 1969, drove the PRC into the arms of the Richard Nixon (1913-1994)
administration and led to the US president’s 1972 visit (Cheng 2009: 146; Lo 2008:
26; Wilson 2004: 19).

Eventually, though, the two nations made it back from the brink and the ‘other
Cold War’ came to an end. This was based on new foreign policy priorities under
Déng Xidoping X/N*F- (Cabestan 2009: 64), precipitated by demilitarisation talks
and ideological détente in 1979 (Wilson 2004: 19; Wishnick 2001: 115), which
found clear expressions in Gorbachev’s seminal speech on the two countries’ rela-
tionship in Vladivostok in 1986 and his visit to Béijing in 1989 (Chén Lulu 2010:
88; Lo 2008: 27-28; Wilson 2004: 20-21; Y 2007: 64). The two sides managed to
de-ideologise their relations (Wishnick 2001: 110) and to weather regime change in
Moscow (Wilson 2004: 24; Yu 2007: 65), to delineate their border (Wishnick 2001:
116, 122), and eventually even conclude a ‘strategic partnership’ agreement in 1996
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(Wilson 2004: 29-30; Wishnick 2001: 128-129). In the process, hierarchy was at
long last replaced by equality (cf. Y 2007: 58)—Jeanne L. Wilson (2004: 37) puts
the point somewhere around the turn of the century—and a state of normalcy de-
clared (cf. Chén Lulu 2010: 88).

Despite the lip service that is being paid to the continuous equal partnership by
both governments, it has become clear that not only is the PRC now the stronger
partner, but also that the gap between the two is going to keep growing. This is
going to challenge their ‘strategic partnership’, especially where the now overpower-
ing China is going to insert itself into regions that Russia has come to view as its
sphere of influence or ‘backyard’. A new phase of hierarchy is beckoning and it will
be important how both governments are going to manage this reality. In the follow-
ing, one particularly challenging aspect, the CA energy sector, will be discussed.

Sino-Russian energy projects: Timing and other issues

Energy, perhaps more than any other single factor, has come to symbolize the new geo-
politics of the twenty-first century. At one level its prominence signals a profound change
from the traditional reliance on military and political power. Yet at the same time it is no
less an instrument of competition than nuclear weapons or large armies were during the
Cold War. The means of international influence today are more diverse and sophisticated,
but many of the goals remain as ‘old-fashioned’ as ever: national security, the projection of
power, control over space, and the pursuit of strategic superiority or parity (Lo 2008: 132).

Indeed, it is the stalled energy co-operation between Russia and China where Russia’s am-
bivalence about China’s rise and China’s concerns about Russia’s fickle international be-
havior clearly manifest themselves (Downs 2010: 165).

Since the downfall of the SU more than twenty years ago, energy has come to
dominate the foreign policy agenda in both capitals. While Moscow is employing its
role as a major energy supplier to wield influence, Béijing is very much focused on
increasing energy security (i.e. security of supply) (Wesner and Braun 2006: 1). A
multitude of bilateral energy projects have been discussed since the early 1990s.
Progress has, however, been slow and halting, as the two nations found it difficult to
be of the same mind at the same point in time (Eder 2014: 36-58).

In the delineation of phases, Erica S. Downs (2010: 146-148) and Yang Wénlan
3= (2010: 10) will mainly be followed. They describe a phase of Russian-
proposed plans in the 1990s that were spurned by a Chinese government able to
secure much cheaper supplies on the global spot market. In the 2000s it was the
Chinese who were motivated to realise projects in order to diversify their energy
sources (away from the Middle East) and prioritise overland routes not controlled by
the US Navy. The Russian government, however, kept negotiating in order to
maximise prices. Lo (2008: 133) already pointed out the ‘imperfect complementar-
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ity’ between a country striving for ‘security of demand’ and a country seeking
‘security of supply’.

Nonetheless, a third phase brought major breakthroughs for the Chinese (side)
since the onset of the financial crisis in 2008. In short, the Russian side has been
losing leverage for years due to severe investment shortages in energy companies,
huge deficits, and shrinking foreign currency reserves (Burghart 2010: 91-92, 94;
Lia 2010: 30, 35; Yang Weénlan 2010: 10). The PRC has been happy to provide
major loans and investments to both the Russian state and Russian energy compa-
nies, who thus became ever more indebted to China (Burghart 2010: 94; Liu 2010:
35-36). As a result, the realisation of energy co-operation projects picked up speed.

Until 1993 the PRC had been self-sufficient in its hydrocarbon supply, only then
it became a net importer—first of oil products and then in 1996 of crude oil (Downs
2010: 148; Kozyrev 2008: 202). This was inter alia due to the—still on-going,
though reduced—dominance of coal in the Chinese energy mix, i.e. 70-80 percent of
energy consumption (Andrews-Speed and Vinogradov 2000: 384-385; Marciacq
2009: 125). Small amounts of oil were imported from Southeast Asia (Andrews-
Speed and Vinogradov 2000: 384-389). Russia, at that time, faced declining levels
of oil and gas production (Downs 2010: 150) and could not compete with low prices
on the global market (Pomfret 2010: 1). Moreover, China did not have a nuclear
sector and thus was not in need of imports of uranium, equipment, or know-how,
and there was no infrastructure in place for electricity imports to China (Marciacq
2009: 126; Yang Wénlan 2010: 13). This is all to say that except for minor oil
imports there was no energy co-operation between Moscow and Bé&ijing, neither in
hydrocarbons, nor in nuclear, hydropower, or electricity transfers in general.

In spite of these circumstances, the Russian government saw the enormous po-
tential for a new energy market to the East and proposed major projects. The two
main ideas in the hydrocarbon field were an oil pipeline from Eastern Siberia to
Manchuria and a gas pipeline linking up to the Kovykta gas field (see Figure 1) (Lo
2008: 144; Marciacq 2009: 130). The former project was later dubbed the Eastern
Siberia Pacific Ocean (ESPO) pipeline and was pushed by Mikhail Khodorkovsky’s
(b. 1963) Yukos Oil Company. The never-ending saga around the ESPO pipeline
involved setbacks inter alia due to (1) the dismantling of Yukos (starting in 2003);
(2) an alternative Russian plan to build the pipeline to the Pacific coast and export to
Japan instead of China—Japan withdrew in 2005; and (3) endless price negotiations
(Downs 2010: 157; Jian 2009: 2; Kozyrev 2008: 219; Yang Wénlan 2010: 10;
Ziegler 2008: 142). It was only the PRC’s overwhelming short-term financial lar-
gesse in the economic crisis of the last few years that led to progress (Burghart 2010:
94; Yang Wénlan 2010: 11). The involved Russian companies Rosneft and Trans-
neft received enormous infusions of 15 billion (bn) US dollars (USD) and ten bn
USD respectively from the Chinese side, and suddenly the pipeline from Taishet via



Thomas Stephan Eder: Sino-Russian Relations: | 41
The Impact of Central Asian Energy Resources

Skovorodino to Daqing KK was built. It went online in 2011 (Downs 2010: 147,
157; Helmer 2011; Yang Wénlan 2010: 11).

With regard to the Kovykta gas field, however, price disputes continued to hinder
any progress,' even after the private owner of TNK-BP (Tyumenskiy Neftyanaya
Kompaniya-British Petroleum)—a company that was not allowed to export gas,
since Gazprom had the monopoly (Downs 2010: 152-153)—had sold the field to
Gazprom (Downs 2010: 156; Kozyrev 2008: 230; Ziegler 2009: 139).2

Figure 1 ESPO oil pipeline and Kovykta gas field
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The nuclear field saw the first success in post-Soviet Sino-Russian energy co-
operation. The Russian company Atomstroyexport (ASE) agreed to construct a

1 Cf. Eder 2014: 48, n. 40 where 1 explain that while Gazprom wants to—as it does with Europe—tie the
price to a basket of oil prices, the PRC seeks a price not significantly higher than the price of Chinese coal.

2 On May 21, 2014, the chairmen of Gazprom and CNPC eventually signed a 30-year contract for Russia to
provide the PRC with 38 bem pipeline gas annually from Eastern Siberian fields. Construction of a pipeline
shall begin this year, first deliveries are slated for 2018 and full capacity shall be reached in 2020. The
exact pricing formula agreed upon by the parties is not known.
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uranium enrichment plant and a nuclear power plant in Jiangst Y. 7} province, PRC.
Plans for the Tidnwan 7% nuclear power station were finalised in 1997, construc-
tion began in 1999, and the two reactor units went online in 2006 and 2007 respec-
tively (Wilson 2004: 67, 78-79; World Nuclear Association 2013d, 2013e). In 2010,
Jiangsii Nuclear Power Corporation (Jiangsii hédian youxian gongst L 75 4% HL A BR
v 7)) and ASE concluded a deal on a third and fourth reactor unit at Tianwan, and
construction began in 2012 and 2013 respectively—the new units are slated to go
online in 2018 (World Nuclear News 2013). This time the Russian side only pro-
vided the design and a third of the plants and equipment. The PRC has long ago
begun to import uranium from Russia as well (World Nuclear Association 2013d).

In hydropower, the Kremlin was very much taken aback when Russian compa-
nies failed to win contracts for the Three Gorges Dam (Sanxid daba — I K1)
(Wilson 2004: 76-77). For its Hgilongjiang 22 1L province however, China started
importing minor amounts of hydroelectricity from the RF in 2004 (Overland and
Braekhus 2009: 208) and intends to increase these amounts in coming years (Siin
2010: 2-3).

Chinese and Russian energy projects in Central Asia

All hydrocarbon projects in connection with CA have to be understood in the con-
text of the Soviet decision to primarily develop fields in western Siberia and the
Caucasus and generally construct pipelines east to west towards the principal cus-
tomer: Europe (Burghart 2010: 83). The result was (1) a state of underdevelopment
in CA production and transportation infrastructure; and (2) an export network that
provided Moscow with a monopsony, i.e. in the early 1990s all hydrocarbon exports
went to or through Russia (Neff 2006: 41-42; Saurbek 2008: 83). China did not even
have any trade links with the CA republics at that time, neither in the energy nor in
the other sectors (Bosbotinis 2010: 70).

As for existing resources in general, Kazakhstan and Uzbekistan have consider-
able oil, gas, and uranium reserves, Turkmenistan has enormous gas resources, and
Kyrgyzstan and Tajikistan have major hydropower potential (Bosbotinis 2010: 71-
72; Kassenova 2010: 222; Pomfret 2010: 1; Schmitz 2008: 20).

In the oil sector, Moscow’s major successes were the opening of the Caspian
Pipeline Consortium (CPC) pipeline from the Tengiz field in Kazakhstan to Novo-
rossiysk in 2001 (Pomfret 2010: 8), and Lukoil’s increasing stake in Uzbek oil
production—though mainly in co-operation with other foreign companies (including
China National Petroleum Corporation [CNPC] [Zhongguo shiyou tianranqi jituan
gongsT H [E A7 il R ARSI A 7]]) and Uzbekneftegaz (Apelt 2008: 14; Buszynski
2005: 562-563). Several incidents, however, demonstrated the dangers of infrastruc-
ture dependence on Russia to CA republics. Transneft (RF) controlled all pipelines
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and Russia was the only export possibility. When Kazakhstan for example wanted to
expand the CPC pipeline, Russia used its monopoly position to hike transit fees in a
way that Kazakhstan perceived as extortion (Neff 2006: 42).

The PRC only started to venture into the CA energy sector in the late 1990s, due
to (1) skyrocketing domestic demand; (2) the intention to secure long-term, stable,
overland (i.e. pipeline-carried) supply; (3) troubled energy relations with Russia (see
preceding sub-chapter); and (4) ameliorating overall relations with CA countries
(Herberg 2009: 292; Marciacq 2009: 129, n. 335; Sethuraman and Bierman 2011;
Sheives 2006: 210-212). The two key Chinese projects in CA hydrocarbon transport
infrastructure were the Kazakhstan-China oil pipeline (see Figure 2) and the CA-
China gas pipeline (see Figure 3).

CNPC and KazMunayGas agreed upon the former in 1997, marking the starting
point of B&ijing’s engagement in the CA energy sector. The Kremlin’s manoeuvring
regarding the ESPO pipeline contributed to the finalisation of the project in 2005,
which in turn increased leverage vis-a-vis Russia (Kozyrev 2008: 216; Sheives
2006: 215). The Kazakhstan-China oil pipeline was eventually filled with both
Kazakh and Russian oil in order to bind sceptical Moscow into the project, going
online in 2006 (Kozyrev 2008: 216). By 2009, it had been extended to link up the
fields around Aktobe next to the Caspian Sea and refineries around Uriimqi (Wii-
limuqi & K5%) in Xinjiang #7358 province, and its volume had doubled (Dorian,
Wigdortz, and Gladney 1997: 467; Kozyrev 2008: 216; Marciacq 2009: 130; Pirani
2011: 172).

In addition to the pipeline, CNPC steadily increased its stake in Kazakh oil fields
and production and formed joint ventures (JVs) with KazMunayGas (Saurbek 2008:
81; Sheives 2006: 215; Ziegler 2008: 146). The biggest purchase was the Canadian-
owned PetroKazakhstan—CNPC had outbid Lukoil (RF)—in 2005, which included
11 oil fields, seven exploration blocks, and various assets (Dittmer 2007: 15; Ko-
zyrev 2008: 223). The economic crisis of 2008 did not only change leverage be-
tween the PRC and Russia, but also between the PRC and CA governments. The
willingness and ability to provide enormous loans and investments helped Bé&ijing to
overcome earlier reservations (Pirani 2011: 173). After 13 bn USD in loans and
credits in 2009, Chinese national oil companies were able to gain control over about
a fifth of Kazakh oil production. CNPC became a favourite partner of KazMunay-
Gas for Astana’s consolidation and nationalisation efforts. The Kazakh government
sought to regain control over the partially privatised sector, and China provided part
of the necessary funds (Pirani 2011: 172; Pomfret 2010: 9).
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Figure 2 Kazakhstan-China oil pipeline
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Regarding natural gas in CA, a second (series of) incidence(s) driving CA producers
away from Moscow has to be discussed. The Central Asia-Centre pipeline system
connects CA to Russia. In the 2000s, Gazprom secured major deals to increase gas
infeed from all Turkmenistan, Uzbekistan, and Kazakhstan, and to build an addi-
tional pipeline along the Caspian coast (Apelt 2008: 13; Blank 2007: 118; Ziegler
2008: 155-156). In price disputes Gazprom, however, repeatedly refused to buy (or
allow the transit of) Turkmen gas as foreseen and repeatedly caused a serious con-
traction of the Turkmen economy (Anceschi 2010: 100-101; Neff 2006: 41-42). As a
result, the Caspian coast pipeline project was not realised, gas import levels from
CA (i.e. Turkmenistan) to the RF did not rise as envisioned, and one of the roots of
Gazprom’s downfall in CA and the rise of CNPC can thus be pinpointed in the
Russian side’s overly aggressive negotiating style.

The second key Chinese project is the CA-China gas pipeline, which involves
mainly Turkmen but also Uzbek and Kazakh exports (Hé and Li 2010: 131). Espe-
cially Turkmenistan’s fields received enormous Chinese investments (Pirani 2011:
173). Turkmenistan’s motivation, as explained, was partly to lessen dependence on
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Russia; China’s motivation was to gain leverage against Moscow. Bé&ijing provided
financing—inter alia a four bn USD loan for the pipeline part and three bn USD for
field development in Turkmenistan—and construction and management has since
been carried out by JVs between CNPC and Turkmengas, Uzbekneftegaz, and
KazMunayGas respectively (Anceschi 2010: 101-102; Bosbotinis 2010: 71; Downs
2010: 158-159; Pirani 2012: 84; Socor 2012). Although construction on line A and
line B of the pipeline had only started in 2007, the former was finished and went
online in December 2009 and the latter in October 2010 (Hé and Li 2010: 131;
Pomfret 2010: 10; Pirani 2012: 84; Socor 2012, August 9). Construction of line C,
intended to go online in 2015, has begun as well (Pirani 2012: 84). While the capac-
ity of the pipeline rose gradually by adding compressor stations (ibid.), the agree-
ment was for 30 billion cubic meters per year (bcm/year) (over 30 years) from
Turkmenistan and ten bcm/year from Uzbekistan (Socor 2012). Aside from the
pipeline, CNPC struck numerous bi- and multilateral deals with Uzbekneftegaz and
set up JVs (e.g. AsiaTransGas) (Khodzhaev 2009: 19; Kozyrev 2008: 223-224;
Ziegler 2008: 156-157).

Figure 3 CA-Caucasus gas pipeline network
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The RF was still the dominant external actor in the CA uranium production and
nuclear sector in the 1990s (Marciacq 2009: 126). Kazakhstan had the only opera-
tional nuclear power plant in the region until it went offline in 1999 (Kassenova
2010: 232, 240-241). The dominant local companies were Kazatomprom, Navoi
Mining and Metallurgy Plant (Uzbekistan), and Kara Balta Ore Mining Company
(Kyrgyzstan)—taken over by Renova (RF) in 2007—(Kassenova 2010: 222-229;
World Nuclear Association 2013f). Both Russia and China were importing CA
uranium at the turn of the century.

Since 2006, Moscow and Astana have established several JVs to explore uranium
mines, process Kazakh uranium in Angarsk (RF), and construct a new nuclear
reactor in Aktau, Kazakhstan by 2015 (Kassenova 2010: 223-225, 232; Schmitz
2008: 20; World Nuclear Association 2013f). The Kazakh government has, how-
ever, also started to conclude strategic co-operation agreements with the China
National Nuclear Corporation (CNNC) (Zhonggué hégongyé jituan gongsi H [ 1%
Tk#ERI /A 7]) and China Guangdong Nuclear Power Group (CGNPG) (Zhonggud
gudngdong hédian jituan 1 [E R HAER]) in 2006. Kazatomprom set up JVs
with them, Kazakhstan became the PRC’s central supplier of uranium and nuclear
fuel, and CGNPG and Kazatomprom formed a JV for the construction of nuclear
power plants in China in 2009 (Bosbotinis 2010: 71-72; World Nuclear Association
2013d, 2013f). An Uzbek-Russian JV set up in 2006 was dissolved in 2010 (World
Nuclear Association 2013b), while CGNPG succeeded in setting up UZ-China Uran,
a JV, with Uzbekistan’s Goskomgeology with the goal of starting production in
2014 (Kassenova 2010: 230-232; World Nuclear Association 2013b). Chinese
(including Hong Kong) companies also made forays into Turkmenistan, Tajikistan,
and Kyrgyzstan, but no definite progress was achieved (Kassenova 2010: 227;
Pomfret 2010: 10).

In the field of hydropower, the Unified Energy System of Russia (RAO-UES)
has reconnected Russian and CA electricity networks since 2000, and the RF started
to import Kyrgyz and Kazakh hydroelectricity again. RAO-UES also runs Sangtuda-
I and Rogun-I hydroelectric stations in Tajikistan together with Barki Tojik (TJ).
Rogun-II should have been run by RusAl (RF), but the company withdrew from the
project (Peyrouse 2007: 134, 140-141). Bé&ijing achieved first electricity linkages
with CA in the late 1990s (ibid.: 145), when Astana agreed to jointly construct a
hydroelectric station in Khorgos on the border, and China agreed to provide financ-
ing for another one in Moinak, Kazakhstan (ibid.: 138-139). In Tajikistan, Sinohy-
dro was awarded a hydropower project in Penjikent in 2005, and China will, to-
gether with Barki Tojik, finance and carry out the connection of northern and
southern Tajikistan grids, allowing for exports to Kyrgyzstan and Afghanistan
(Ibraimov 2009: 51; Peyrouse 2007: 142-143). Moreover, the PRC agreed to finance
multiple hydropower stations in Kyrgyzstan and expects significant exports to
Xinjiang province (Peyrouse 2007: 144-146).
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Changing views on the ‘CA factor’: The Chinese discourse and its
development

The earlier study mentioned above determined that a neoclassical realist-perception
theory approach had substantial explanatory power regarding the research question
of how shifts in the CA energy sector impact Sino-Russian relations. Neoclassical
realism holds that systemic pressures provide governments with policy choices, that
domestic variables lead to the eventual choice among them, and that one such
variable is perception of the issue by influential groups. Among such groups are the
‘proximate elite’ (i.e. the government) and different ‘influential elites’ (i.e. those
who influence the decisions of the government). Among the ‘influential elites’ one
can inter alia find foreign policy/IR experts, who are part of strategic assessment and
strategy formulation processes. Said study thus strove to provide a broad and thor-
ough picture of Chinese foreign policy/IR experts’ views as expressed in Chinese
language journals published in mainland China. With this in mind, 120 articles from
40 journals, written by 82 experts of three different generations and produced over a
15-year span from 1997 to 2012, were analysed.

The results have shown significant changes in the debate over three distinct
phases (cf. Eder 2014: 98-131; cf. also Litt 2007: 63-64): (1) 1997 to 2001, when the
issue was not discussed; (2) 2001 to 2008, when China was singled out to be the
Kremlin’s ideal partner in rebuffing Washington’s advances; and (3) 2008 to 2012,
when Chinese and Russian interests were increasingly seen at odds, while experts
called for compromise and blamed Russia at the same time.

Phase one: No comment

The first phase is set from the agreement on the first major Chinese project involv-
ing CA energy resources, the Kazakhstan-China oil pipeline, in 1997 to the begin-
ning of the Afghanistan War in 2001. Then, neither energy nor the CA region fea-
tured prominently in Chinese authors’ discussions on intensified co-operation with
Russia. If energy co-operation (e.g. Qi 1998) or CA (e.g. Féng 1997) were men-
tioned as a factor in the Sino-Russian relationship, it was mainly as positive drivers.
However, some authors noted that Moscow did not want CA states to gain ‘more
sovereignty’ through achieving energy independence (Shi 1998: 2) and that exces-
sive transit fees ‘harm the interests of Central Asian countries and endanger Central
Asia’s economic safety’ (YU 2000: 35).> B&ijing’s intentions were only hinted at by

3 ‘Zhe bujin géi Zhongya gudjia zaochéng le yanzhong de liyi sinshi érqié hai wéihai dao tamen de jingji
anquan® XA AT B 5% R T 7 2R () ) 2 45 2k 0 ELIE £5 B T AT 45 %4 (This not only great-

ly harms Central Asian countries’ interests, but also endangers their economic security).
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stating that CA needed a regional energy market and more foreign capital (Fan, Y1,
and Li 2000: 2-3).

Phase two: Helping hand

The second phase begins with the US invasion of Afghanistan and ends with the
onset of the financial and economic crisis in 2008. It did not bring a more substantial
discussion of CA in articles on Sino-Russian relations, be they on energy or other
issues. With energy, the focus was clearly on bilateral projects, i.e. the ESPO pipe-
line, the Kovykta gas field, and nuclear co-operation (e.g. Zhou 2006). The overall
tenor on energy co-operation remained very positive (e.g. Diao 2005a, 2005b; Yang
2007). Problems are mainly ascribed to other actors, i.e. the US and Japan (e.g. Han
2006: 4-5). Russian fears regarding China are discussed, but immediately discarded,
claiming that they are due to the ‘China threat theory’s’ prevalence (e.g. Li 2005: 5),
‘Cold War thinking’ (léngzhan stwéi ¥ 5 E4E) and ‘extreme nationalism’ com-
bined with a failure to comprehend B¢ijing’s ‘peaceful development’ and ‘neigh-
bourly diplomacy’ (cf. Litt 2007: 63). It was mentioned, though, that Bé&ijing’s CA
policy had to be emancipated from considerations regarding Moscow (e.g. Liu 2007:
69),4 which is said to have happened around 2001— as could be seen, among others,
from the establishment of the SCO. Authors also noted that the RF constantly tried
to block projects by other external actors (e.g. Stin 2004: 19).

The main thrust of the discourse at the time was ‘US-Russia relations’ turning
from co-operation to competition’ (méi’é guanxi you hézuo zhudnxiang jingzhéng 3%
o RHA1ER R 56 4) (Shi 2005: 37). Washington’s intrusion into former So-
viet/Russian space was described in terms of its military dimension—i.e. establish-
ing military bases for the Afghanistan War (e.g. Lia 2006: 18); in terms of its politi-
cal dimension—i.e. democratisation efforts (‘colour revolutions’) in former Soviet
republics like Kyrgyzstan (e.g. Litt 2007: 71-72); and in terms of its economic
dimension—i.e. energy projects (e.g. Shi 2005: 38-39). Against this intruding com-
petitor—alleged to have broken up the Russian monopoly on CA exports, which is
only true if the Caucasus is included—and against its ‘unilateralism’ (danbian zhuyi
LA X)) and ‘hegemonism’ (baqudn zhiryi AL L) (e.g. Shi 2007: 49) and the
‘Westernisation’ (xifanghua 7475 {t) of CA (e.g. Litt 2007: 72), the PRC proposed a
joint opposition. Moreover, China should help the Kremlin nationalise the energy
sector (Yu Yang 2007: 35) and invest more in it itself (Han 2006: 7), involve Russia

4 “‘Zhongguo yu zhongya gudjia de guanxi zhuangkuang bujin qiijué yi shuangfang de liyi hé jiaowdng, érqié
zai xiangdang da de chéngdi shang shouddo éludst yinsu de yingxiang® P E 5 743 [E 5% ) 52 R RILAK
BT X077 A e A A2 AT, T HAEAH 24 KRR 2 3 2 B 3R 520 (The condition of China’s
relations with Central Asian countries did not only hinge on mutual interests and contacts, but to a quite
considerable extent was influenced by the Russia factor).
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in Chinese projects in CA (X1a, Chéng, and Wang 2007: 58), invest generously in the
Russian Far East and Eastern Siberia (Hao and Wang 2006: 8), and use the SCO for
energy co-operation (e.g. Wang 2006: 21; Xia 2007: 8).

Phase three: Inevitable advance and co-operative embrace

The third and last phase begins with the 2008 economic crisis, which had an impact
on all involved actors, and ends in 2012. This can be considered the most important
period of study, because Chinese involvement in the CA energy sector reached a
completely new level, as B&ijing made effective use of its increased leverage due to
the other actors’ massive financial constraints (e.g. Lia 2010: 35-36; Stin 2010: 1).
Discussion of the issue of CA energy resources for Sino-Russian relations became
much more prominent—as did the issues of CA and energy separately.

Sino-Russian energy co-operation was still presented in a positive light (e.g.
Chén Xianliang 2010; Jian 2009; Xu and Wang 2009). Reasons for not having
achieved even more are seen on both sides, though mainly the Russian one. The
PRC is deemed to have missed opportunities in the late 1990s and to have had a late
start against international oil companies, while suffering from lacking expertise,
experience, internalisation, and effective administration in Chinese national oil
companies (X1 and Wang 2009: 19-20). The RF is said to have production problems
(e.g. Wang 2011: 7-8), a bad investment climate (e.g. Pan 2011: 66), and to be
impossible to conclude price negotiations and carry out major pipeline projects with
(e.g. Jian 2009: 2; Yang Wénlan 2010: 12). Moreover, Moscow is claimed to still
focus its attention on its customers to the west (e.g. Wang 2011: 7; Wua 2011: 13),
and its behaviour towards dependent Ukraine is held up as a cautionary tale (Yang
Wénlan 2010: 2; Zhou and Wang 2009: 9). Finally, it is once more the ‘China threat
theory’—leading to fears of a ‘raw material dependency’ (yudnlido fiyong JF A}
J&) (Stin 2010: 3) or a ‘resource colony’ (néngyudn zhimindi BEJFE ML) (Wa
2011: 13) and fears of resources being ‘plundered’ (liiedué #5<%) (Chén Xianliang
2010: 27)—that is said to negatively influence the Russian discourse and thus hinder
stronger co-operation.

A positive outlook was also maintained on the PRC’s energy relations with CA.
Successes are said to be ‘natural’ due to the ‘good neighbourliness’ policy (cf. e.g.
Zhao 2010a: 65) and CA is said to be crucial for Chinese energy security (e.g. Zhang
Yao0 2009: 116). This role of CA is ascribed to (1) B¢ijing’s need for import diversi-
fication (e.g. Qian 2011: 86); (2) the geopolitical importance of energy ties with CA
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(e.g. Zhang Yao 2009: 116);5 (3) the inherent necessity to develop economic ties as
part of the ‘good neighbourliness’ policy, which is ‘inevitable’ (cf. Zhao 2010: 38);
(4) CA being more stable than the Middle East (e.g. Qian 2011: 86); (5) CA allow-
ing for overland transport (e.g. Zhang Yao 2009: 126); (6) CA energy resources (see
Table 1) being allegedly cheap (e.g. Wang 2008: 44); (7) CA possibly allowing for
overland transport of both Russian and Middle Eastern energy resources (e.g. Chén
2011: 90; Lang and Wang 2008: 1781-1782); (8) domestic resources (see Table 1)
being allegedly more expensive to extract and their importance as a strategic reserve
(e.g. Wang 2008: 44); and finally (9) the role of Sino-CA co-operation in stabilising
and developing both Xmjiang and the PRC’s neighbours to the west (e.g. Wang
2008: 44; Zhang Yao 2009: 128). This all leads Wang Xidoméi (2008: 43) to posit
that ‘strengthening energy co-operation with Central Asia is an inevitable choice in
Chinese energy strategy’.’

Among other Chinese authors, Zhao Mingwén, who expects Sino-CA relations to
become ‘even more inseparably linked’ (géngjia jinmi xianglian H1N'E % FHIE)
(2010a: 65), touts the PRC’s advantages over other major powers. According to him,
since the financial crisis, no other country (including Russia) is committing itself to
major regional investments comparable to those of the PRC (ibid. 2010b: 8).

At this point, PRC IR experts begin to more expressly and thoroughly discuss the
impact of the new Chinese presence in the CA energy sector on the relationship with
Moscow. They acknowledge (1) that Russia’s position has been challenged by the
PRC (e.g. W1 2009: 33; Zhao Huashéng 2011: 21-22); (2) that its monopoly regard-
ing Kazakh and Turkmen exports has been broken up by the PRC, leading to disad-
vantages for the Kremlin in negotiations (Chén 2011: 91); (3) that it is Sino-CA
energy relations that have been growing the fastest (e.g. Fang 2008: 4; Ha 2010: 4-6;
Zhao 2010b: 7); (4) that further Chinese successes, which are going to happen, will
further weaken Russia in CA (Zhao 2010c: 66); (5) that Moscow’s reunification
efforts might be harmed due to China (Zhao Huashéng 2011: 21-22); and (6) that a
‘huge political crisis’ might ensue (Zhao 2010c: 66). Competition is said to be
unavoidable (Chén 2011: 89) and even expected to be ‘fierce’ and ‘protracted’, as
neither side can simply retreat (Zhao 2008: 6).

Authors note Russian concerns over growing Chinese influence (e.g. Pan 2011:
66; Wang 2009: 4; Zhao Huashéng 2011: 20-21)—the aforementioned Zhao Ming-

S ‘Céng changqi laikan, zhé zhong hézuo bingbu jinjin shi zhongguo yii zhongya zhijian jingji huli de xiiyao,
géngyou diyudn zhéngzhi liyi shang de kdoliang hé xiiyao’ NEIKE, XA EVEFEAMNALZ T E 5 i
B2 5 HA TR 2, EAMGEOA Rt E R BAGZE, X T Ak b E R aEl e A oy mEN
& X (From a long-term perspective, this kind of co-operation is not only a necessity of mutual economic
benefits between China and Central Asia, it is, moreover, a necessity on the basis of geopolitical benefits,
having enormous significance for China’s future energy security).

6 °[...] Jiagiang yu zhéngya de néngyudn hézuo shi zhonggudé néngyuan zhanliié de birdn xudnzé’ Ik H
. EA B 1 2 o [ BB U A 1 e SR e
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wén even registering ‘continuous complaints’ (2011: 40)—and attempts to replace
Sino-CA projects with newly proposed Sino-Russian ones (ibid. 2010c: 66). Russian
sources are quoted as now seeing the PRC as the ‘principal competitor’ (cf. ibid.
2010b: 7), a ‘geopolitical opponent’ (cf. Xi and Wang 2009: 18), and an upcoming
replacement in the region (e.g. Fang 2008: 4; Zhang Y¢ 2009: 15-16), draining off
energy resources to the East (Fu 2009: 46)” and only waiting to turn economic
influence into political influence (Zhao 2010b: 6-7).8

The RF’s responses are claimed to involve reinforcing regional integration ef-
forts without Chinese participation (e.g. the Collective Security Treaty Organization
[CSTO], the Eurasian Economic Community [EurAsEC], a tariffs union, and the
Eurasian Union) (e.g. Zhang Y¢ 2009: 16). Moreover, funds for SCO projects are
allegedly withheld (e.g. Zhao Huashéng 2011: 21), and vain attempts to outdo
Chinese spending allegedly undertaken (e.g. Zhang Ye 2009: 16).

According to Chinese scholars, these responses from and fears on the Russian
side are to blame for friction (e.g. Zhao 2010: 38),” as is the RF’s continued ‘sphere
of influence thinking’ (shili fanwéi siwéi % 7136 L 4E), which is said not to be in
line with today’s world (Wang 2009: 8). Parallels are drawn to Moscow’s mounting
issues with former Soviet Republics in Eastern Europe and the EU in regard to
possibilities for similar friction between Russia and China in CA (Wang 2009: 8)."

Yet, fears are judged as unfounded, as the PRC is said to only want a stable
neighbourhood (e.g. Hé and Li 2010: 131). Moreover, the PRC supposedly under-

7 ‘Zhongguo zai Zhongya dongbu digii xingchéng gengjia zhijie bianjié de néngyuan gudndao wangluo, shi
zhongya youqi ziyudn zai xixiang hé dongxiang lidngge fangxiang liushi, ér béixiang de Xiboliya gudanxian
wdngluo suczhan de fené jiang yuéldiyué shao® H [EITE H IV A3 5 b X ]2 R B8 0 48 (S0 40 1Y) e 0 8 16 ) 4%
A5 v S o =B R AE PG [ 0 2R [ AN 7 16 3T 2, 0 AL ) FR) W AT ) I B 2 D 8% I ot ) A7 K R SRR 21>
(China establishes an even more direct and convenient pipeline network in Central Asia’s eastern part,
leading Central Asia’s oil and gas resources to be drained off to the east and west [this implies the cross-
Caspian pipeline projects to Europe], the share of the northwards Siberian pipeline-network will be less and
less).

8 ‘Zhongguo yu Zhongya gudjia jingji hézuo de fazhdn wéildai kénéng ddozhi difang jingyingzhe gdibian
zhéngzhi hé anquan quixiang cong Eludst zhudnxiang Zhongguo® H1E 5 T [ R & 5-& 1 1 Kk R AR AT
it 5 BHh 7 2278 5 OB BOA A 2 4 B IR Z Bi % m) i E (The future development of Sino-Central
Asian economic co-operation might lead to the local elites changing their political and security orientation
from Russia to China).

9 “Zheéli weénti de zhéngjié bizaiyii Zhonggué dui Eludsi de taid, ér zdiyii éluést dui zhonggué de finying,
yinwéi shi zhonggué jinrile yudnshii Eluést de kongjian® iX B i BIRIAE S5 AN AE T b [ X 2 0 &,
M ZE TR et v L S R, B9 R v gk N 1 J5 @ A P i) 5 18] (The crux of this problem does not
lie in China’s attitude towards Russia, but in Russia’s response to China, because China has entered a re-
gion that used to belong to the Russian sphere).

10 “Eluést huifi shili fanwéi de nili, zhéngzai waigdojiasué hé Zhongyd yinfa yi diqi gudjia ji Méi, Ou
yuldiyidué de chongtii, cinzdi daozhi Zhong-E zdi Zhongya fashéng moca de weixidnxing’ 1% Hr ik 2 %
TG B A7, IEAEAM RN R AR 5 R S X E R K5, BRERE LS R, F7E 80 e P
A PR ) FER T (Russia’s efforts to recover a sphere of influence currently lead to more and more con-
flicts with regional countries, the US and the EU, the danger exists that this could [also] lead to Sino-
Russian friction in Central Asia).
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stands Russia’s feelings regarding former Soviet territory (e.g. Zhao 2010: 40), and
it is said that the PRC will not diminish Russian interests in CA (e.g. Hé and Li
2010: 131) (cf. however Table 2), and that it supports the RF in the priority issue of
countering the West (Hé, Amuti, and Zhang 2008: 43).

Regarding the potential for friction, Chinese scholars are under no illusions, as
‘to ignore or deny this would be neither objective nor wise’ (hiishi hé fourén zhé
yidian shi bi kéguan hé bii mingzhi de ZARFITTINIX — sE A MFIABH 2 1)
(Zhao 2010: 41). Aware of Western studies that expect imminent confrontation,
Chinese authors both downplay differences in interest and sketch out counter-
measures and co-operation policies that shall overcome them. According to Zhao
Huashéng (2010: 42), Sino-Russian relations are more equal than one might think,
due to a generally resurgent RF with deep regional roots. He does not expect con-
tainment efforts. Though he acknowledges that the US presence adds motivation, he
says the partnership, which is older than 9/11, will not be harmed by the scheduled
US withdrawal in 2014. Common interests and a growing co-operation potential are
expected to overcome all outstanding issues (e.g. Chén 2011: 90; Wang 2009: 9;
Zhao 2008: 6-7; Zhao 2010: 41-42). Among common goals are (1) a stable and
secure CA; (2) economic development in CA; (3) countering Western influence; (4)
fighting terrorism; and (5) fighting drug trade (e.g. Chén 2011: 92).

Scholars develop a host of recommendations to smooth over misgivings and fric-
tion. First of all, understanding and patience are called for as the ‘former super-
power’ Russia feels ‘geopolitical pressure’ (Shi 2011: 50) and still has to come to
terms with China’s rise (Fang 2008: 4). In that vein, Moscow should be included in
the PRC’s deliberations, constantly reassured, and provided with generous invest-
ments (Hé and Li 2010: 131; Wang 2011: 8). Moreover, Béijing should work with
Russian authorities on migration issues, make clear that there will never be territorial
claims, and push bilateral energy projects—coordinated by newly configured,
specialised ‘small-groups’ (xidozu /N#H) (Wang 2011: 8-9). Furthermore, many
authors strongly emphasise the need to make use of the SCO framework to coordi-
nate the two nations’ energy interests (e.g. Chén 2011: 89, 93; Fang 2008: 4; Féng
2008: 66; Wang 2009: 4), develop standard practices (Zhao 2010: 38), and pool
Russian and CA export potentials (Pan 2011: 66). Within the SCO, the RF could
monitor and influence Chinese activities in CA (Zhao Huashéng 2011: 20). Even an
SCO energy club, which possibly could learn from the European Energy Charter, is
touted (Féng 2008: 66).

For the moment, the Chinese discourse of this period described CA as under no
‘definitive geopolitical jurisdiction’ (quéding de diyudn zhéngzhi guishi i 7€ I3
Z A IHJE) (Zhao 2008: 5), with Russia and China both being hard to ignore
(Wang 2009: 4), and with regard to CA energy resources there is said to be no
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‘permanent winner’ (Fang 2008: 3).'' Nonetheless, Russia supposedly already
suffered and conceded ‘strategic defeats’ (zhanliié shibai %% KK (Zhao 2010a:
64, 2010b: 7) against China, by losing the monopoly on gas exports from CA and by
being clearly outdone as an economic partner for Tajikistan. Moreover, some au-
thors consider a US withdrawal from Afghanistan to likely lead to even more Chi-
nese influence, which could in turn exacerbate Sino-Russian tension (Yang Léi
2010: 37).

New energy projects: Playing chess in the Eurasian Steppe. Confirm-
ing the Chinese discourse

Central Asia is the thickest piece of cake given to the modern Chinese by the heavens'?
(General Liu Yazhou of China's People's Liberation Army).

The Chinese discourse and predictions laid out in the preceding chapter shall now be
reviewed against the backdrop of events in the last one and a half years as well as
against recent Western literature on the subject.

Interestingly for the developments in the energy sphere, Alexandros Petersen
makes the argument that it is mainly forces outside the Chinese government and
party leadership that push the expansion of Chinese influence in CA (2013a). Ac-
cording to him, (1) the foreign ministry does not prioritise the region in any way,
certainly does not send top diplomats there, and does not even have a Kazakhstan
desk; and (2) the Politburo and the People’s Liberation Army (PLA) see CA only as
indirectly important, with the hope that it is a calm and prosperous neighbourhood
for the province of Xinjiang. State-owned enterprises (SOEs) and especially the
national oil companies, however, push for a stronger regional involvement because
they see an opening against weak competitors with ‘less financial power, more
strings attached, more misgivings about practices’ regarding a directly adjacent rich
resource base and potential market (ibid.).

According to Georgiy Voloshin, however, a real strategy is in the works from the
government side as well (2013b). This is said to have been ‘unveiled [by Xi Jinping
>JIEF (b. 1953) on 7 September 2013, in the form of] Beijing’s proposal to estab-
lish a new regional framework undergirding the so-called Great Silk Road diplo-
macy’ (ibid.). Jacob Zenn elaborates that the Chinese ‘Silk Road economic belt’
concept is meant to mainly counter the US ‘new Silk Road’ strategy, and adds that it
is Béijing who has got the odds in its favour (2013). The Chinese concept was

11 ‘Kéyi kénding de shi zhongya néngyudn de lixiantii b hui you yongyudn de yingjia [...]" 7 LAH EHI2H
T AREVR I B 2R AN S K IR E [...] (What is certain, is that the ‘route-map’ of CA energy will not
have a permanent winner [...]).

12 Petersen 2013a.



54 | ViennaJournal of East Asian Studies

presented in a speech in Uzbekistan’s historical Silk Road centre of Samarkand. In
the speech, Xi sought a personal connection when talking about his roots in Shanxi
B2 78 province, the capital of which is X’an P4, the old Ching’an £ % that
served as the eastern end of the Silk Road (ibid.).

The SCO summit in Bishkek on 13 September 2013 is already being described as
the ‘coming out party’ of the PRC as the new economically dominant power in CA,
whereas Zenn argues that this trend was kept under wraps until ‘Chinese predomi-
nance was secured’ (ibid.). Furthermore, at least Kazakhstan’s elites are claimed to
be increasingly turning towards Béijing (Voloshin 2013Db).

As explained in the introductory part of this paper, the PRC only started ventur-
ing into the CA energy sector in 1997, when the Kazakhstan-China oil pipeline was
agreed upon. In the summer of 2012, it was already a formidable force.

Since then it has become clear that Bé&ijing has only begun to unfold its plans.
Similar to the Russian national oil company giant Gazprom, the Chinese CNPC has
adopted a comprehensive strategy, wherein it seeks not only to acquire and transport
oil and gas to China, but also to (1) acquire oil and gas fields, production facilities,
and local companies; (2) control a regional transport network; and (3) connect the
entire region with this network. The latter part means that Kyrgyzstan and Tajiki-
stan—plus maybe Afghanistan—shall become part of the network that so far in-
cludes the producers Kazakhstan, Uzbekistan, and Turkmenistan and the consumer
China. Moreover, resource-poor parts of said energy exporting nations shall also be
connected (Petersen 2013c¢). According to Petersen, ever more confident representa-
tives of CNPC have already told their Gazprom counterparts ‘that Central Asia [is]
China’s turf when it comes to energy’ (2013c, cf. also ibid. 2013b). He focuses in on
CNPC in particular, shows how it has surpassed all Western international oil com-
panies in controlling Kazakh oil production, and demonstrates how it has in fact
replaced Gazprom as the overall energy hegemon of the region (ibid. 2013c).

Regarding the expansion of the Chinese energy network in CA, its forays into
Afghanistan should be taken note of. CNPC has already started oil extraction in Sar-
e-Pul province, negotiates about expanding production, and plans both a refinery
inside Afghanistan, and including the north of the country in its gas pipeline network
(ibid.).

Talking about the sustainability of the current trend, Petersen points to what has
already been done to secure CA gas, and the steadfast commitment to make gas,
making up only five percent of the Chinese energy mix at present, a much more
important factor in Chinese energy consumption even in the short-term (ibid.).
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Sino-Russian energy co-operation

As for Sino-Russian bilateral energy relations, Petersen explains how the shifting
balance of power can be seen in the March 2013 preliminary export agreement
between Gazprom and CNPC (2013b; cf. also Brill Olcott 2013). Only after years of
negotiating, and making several adjustments to an already favourable price, was an
agreement finally signed that does not include a timeline or volumes."® Stephen
Blank points to the issue of Russian companies losing all ‘leverage vis-a-vis China,
as they take on huge amounts of debt from Chinese banks and companies’ (2013).

Progress, however, is being made. Also in March 2013, Rosneft and CNPC
reached a deal on the delivery of 365 million tons of oil over 25 years for 270 bn
USD (including a pre-payment of 60-70 bn USD). This will be delivered mostly
through the ESPO pipeline (ibid.). Rosneft also agreed with KazMunayGas and
KazTransOil to significantly increase Russian oil and gas deliveries to China via
Kazakhstani infrastructure on 11 November 2013 (Assenova 2013). CNPC secured a
20 percent stake in the independent gas producer Novatek’s liquefied natural gas
(LNG) project on the Yamal Peninsula in June 2013 (Blank 2013; Brill Olcott
2013). In October 2013, CNPC and Rosneft concluded a Memorandum of Under-
standing (MoU) regarding a new JV—of which Rosneft will hold 51 percent—to
explore a number of oil and gas fields in eastern Siberia. Additionally, Rosneft and
Sinopec concluded a fresh deal worth 85 bn USD (Blank 2013).

As for future negotiations, however, the PRC, which only became a net importer
of natural gas in 2008 (Rousseau 2013: 43), already produces 76 bem/year itself and
has recently discovered substantial shale gas deposits. This ‘will only further
strengthen China vis-a-vis Russia and Central Asia on gas issues’'* (Kim and Blank
2013: 784-785).

CA hydrocarbons (I): Oil

Concerning the CA oil sector, Kazakhstan is clearly the most important exporter.
Alexander Kim explains that although the PRC is currently the destination of ‘only’
12 percent of Kazakh oil compared to the EU’s 72 percent, the balance is rapidly
changing (2013). B¢&ijing has gained further access to key Kazakh oil fields (mainly
Kashagan), in exchange for 13 bn USD worth of credit lines to the Kazakhstani
Welfare Fund, the copper company Kazakhmys, and the Kazakh petrochemical and
uranium industry (Kim 2013; Rousseau 2013: 41). Its stake in Kazakh oil production
is now 21 percent, which is more than 2.5 times the Russian number (Kim and
Blank 2013: 783). The amount of oil exported to China from Kazakhstan that stood

13 See note 2.
14 Emphasis added by author.
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at 12.1 million tons/year in 2011 is expected to rise to about 22 million tons/year by
2020. This will inter alia be achieved by expanding the Kazakhstan-China oil pipe-
line (Rousseau 2013: 43).

ConocoPhillips originally wanted to sell the 8.33 percent share in the Kashagan
field" to the Indian Oil and Natural Gas Corporation Limited (ONGC), however the
Kazakh government made use of its right of pre-emption to sell it to CNPC instead
(Zenn 2013; cf. also Brill Olcott 2013). The deal was signed on 7 September 2013
and cost the Chinese side five bn USD for their own share and a contribution of
three bn USD—or half of Kazakhstan’s costs (Voloshin 2013b)—to the Kazakh
share (Socor 2013).

The dimension of this becomes obvious in the context of Kashagan being the
biggest discovery in the oil world since the Prudhoe field in Alaska in the 1960s. It
has 35-38 bn barrels oil in place and 9-13 bn barrels recoverable oil and will at first
produce about 75,000 barrels per day (bpd), with targets of 180,000 bpd in 2014 and
a full capacity of 1.6 million bpd after 2016. Production has just begun in September
2013 (ibid.). Participating companies can decide to export (1) through the CPC
pipeline to Novorossiysk at the Black Sea and onwards via tanker; (2) through the
Atyrau-Samara pipeline to or through Russia; (3) through the Atasu-Alashankou
pipeline to China; or (4) via tanker to Azerbaijan (ibid.).

Aside from oil production, Chinese companies also invest in refinement inside
Kazakhstan, helping the country reduce the share of Kazakh oil being refined in
Russia, for example through supporting the construction of a fourth refinery (Vo-
loshin 2013b). Béijing also secured further contracts in the Uzbek oil sector among
the 15 bn USD worth of deals signed in September 2013 (Zenn 2013), and it is
planning an oil pipeline from Kazakhstan through Kyrgyzstan to China (Kim and
Indeo 2013: 282).

CA hydrocarbons (II): Gas

Regarding Sino-CA co-operation in the gas field, the inauguration of the Beyneu-
Bozoy-Shymkent gas pipeline from south-western Kazakhstan to Xinjiang in Sep-
tember 2013 represents another milestone. The pipeline’s capacity will be six
becm/year (Voloshin 2013b; Rousseau 2013: 43). As explained above, extending
credit lines to Kazakh institutions has helped the PRC gain access to new oil fields.
This holds true for the gas sector as well, where Karachaganak has been the biggest
success (Kim 2013).

When it comes to the CA-China gas pipeline, Vladimir Socor notes the agree-
ment on the SCO Summit in Béijing 2012 to increase the capacity—formerly at 30

15 Kashagan oil field is run by an international consortium (North Caspian Operating Company [NCOC]),
which consists of KazMunayGas, Agip, ExxonMobil, Shell, Total, Japanese Inpex, and now CNPC.
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bem/year—to 65 bem/year (2012; cf. also Kim and Indeo 2013: 283). This should be
achieved by adding compressor power to line A (commissioned December 2009)
and line B (commissioned July 2010) and by constructing a line C. The latter was
started in 2011 after agreements between CNPC and Uzbekneftegaz and CNPC and
KazMunayGas, who are jointly constructing it and then will jointly operate it. It will
go online in 2015 and will reach full potential (25 bem/year) in 2016 (Pirani 2012:
83; Socor 2012). Another expansion is planned to add ten bem/year of Kazakh gas in
connection with the completion of the Beyneu-Bozoy-Shymkent gas pipeline.
However, the two sides have not yet agreed on the details of the project (Pirani
2012: 84). Generally, projects between Astana and Bé¢ijing are slowed down by
questions of how to divide resources as well as funding and controlling production
and transportation (ibid.: 87).

Simon Pirani explains that of the gas exported through the CA-China gas pipe-
line up to 2012, one third was from CNPC’s production at Bagtyiarlyk, Turkmeni-
stan, and nearly two thirds were from Turkmengaz production at the Malay and
Uchadzi group of fields (ibid.: 84). Uzbek contributions were negligible; whereas
Uzbek export problems are ascribed to high domestic consumption (ibid.: 88).

Moreover, it was decided to build a branch line from Kazakhstan through south-
ern Kyrgyzstan to China. This should accomplish (1) connecting Kyrgyzstan to the
PRC-led gas infrastructure; (2) increasing cohesion between northern and southern
Kyrgyzstan; and (3) reducing Kyrgyzstan’s dependence on Uzbek gas (Socor 2012;
cf. also Kim and Indeo 2013: 282).

On 4 September 2013, production started at the huge Galkynysh (which means
‘revival’ in Turkmen) gas field (Zenn 2013; cf. also Brill Olcott 2013)—formerly
known as South Yolotan and renamed in 2011 (Petersen 2013c¢). This is the second
largest gas field in terms of production in the entire world and there is no compara-
ble operation anywhere without the participation of an international oil company
(Brill Olcott 2013). Deals worth 15 bn USD concluded between China and Uzbeki-
stan on 9 September 2013 also included sizeable gas purchases (Zenn 2013). On 11
September—mnext to concluding a ‘strategic partnership’ with Kyrgyzstan—China
pledged three bn USD for a gas pipeline project that is intended to connect Gal-
kynysh gas field in Turkmenistan with Kashgar, China, via Uzbekistan and Kyr-
gyzstan starting in 2016 (Zenn 2013; cf. also Kim and Indeo 2013: 282). Through
lessening Kyrgyzstan’s dependence on Uzbekistan, the project might contribute to
normalised and less contentious relations (Brill Olcott 2013). On all Turkmenistan-
China gas projects, Pirani cautions, however, that (1) Ashgabat may want to only
gradually increase volumes; (2) Turkmenistan lacks the know-how to raise produc-
tion in time; and (3) Turkmen gas is actually much more expensive for China, and
especially its eastern part, than LNG from several other exporters (cf. Table 1)
(2012: 85-86).
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Table 1 Shanghai gas prices, October 2011 (million British thermal unit [mmbtu];
million cubic meters [mcm])

$/mmbtu | $/mem

Price of Turkmen gas at the Kazakh-Chinese border | 9.1 334.0
(assuming an oil price of $100/barrel)

West-east pipeline II transmission tariff 4.2 154.1
Shanghai city gate (Turkmen gas) 13.3 488.1
Shanghai city gate (Chinese domestic gas) 9.8 359.7
Shanghai city gate (LNG from Malaysia)* 7.5 275.2
Loss borne by CNPC on sale of Turkmen gas (i.e. price of | 3.5 128.4
Turkmen gas - price of domestic gas)

* There is a wide range of prices paid for LNG imports into China, with the price
of Malaysian LNG near the middle. Customs data for October 2011 shows prices
between $3.24/mmbtu (Australian LNG) and $19.18 (Egyptian LNG) paid ex-ship,
with re-gasification and transport costs to be added.

Source: Pirani 2012: 86, citing Michael Chen, Oxford Institute for Energy Studies

Moreover, the Chinese and Tajik presidents met during the September 2013 SCO
summit and launched the construction of line D of the CA-China gas pipeline, which
will connect Tajikistan to the new regional gas network (Zenn 2013). Finally, nego-
tiations over a Turkmenistan-Afghanistan-Tajikistan-PRC gas pipeline have begun.
This has served as a warning to Kazakhstan that Turkmen gas could be brought to
China without crossing its territory, and as a counter-move to Washington’s support
for the TAPI (Turkmenistan-Afghanistan-Pakistan-India) pipeline project (Pirani
2012: 87). Interestingly, Moscow has begun supporting the TAPI project in an
apparent balancing measure (Kim and Indeo 2013: 284).

The latter might have been prompted by the fact that China will receive three
times as much gas through the CA-China gas pipeline (65 becm/year) than Russia
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will from CA in its entirety (Brill Olcott 2013; cf. also Table 2) and about 50 percent
of China’s overall consumption at 2010 levels. Moreover, said pipeline and China’s
intervention in 2009 have destroyed Russia’s attempt to coerce Turkmenistan re-
garding gas pricing. Lastly, the RF is now only the third-largest importer of Turk-
men gas, whereas it had been number one until 2009 and now receives only 30
bem/year of CA gas instead of the planned 80 bem/year (Kim and Blank 2013: 783-
784).

Table 2 CA and Caspian gas exports 2011-2020 (projections)

2011 2015 2020
To/through Russia*** 32.6 22.8 19.3
To other Central Asia 4 3.9 2.1
To China 15.5 44 60
To Iran** 8.6 11 11
To Georgia 1.5 1.5 2
To Turkey 6.3 5.6 13
To Europe 0 0.7 10
TOTAL 68.5 89.5 117.4
Imports™*** 53 5.5 1.9
*contractual/physical **including swaps ***mostly to Ukraine ****to the four
producer countries (all to Kazakhstan, aside from 0.5 Iran to Azerbaijan)

Source: Pirani 2012: 109'¢

Gazprom did, however, succeed in overtaking the existing Kyrgyz gas pipeline
network (KyrgyzGaz) in July 2013. It pledged investments and enhanced supply
security as well as support in negotiations for lower prices with Kazakhstan and
Uzbekistan (Brill Olcott 2013). Moscow also secured co-operation with Kazakhstan

16 Tables 1 and 2 are reproduced exactly as they appear in Pirani 2012, including the various typos, such as
the issue of the first note in Table 2—*contractual/physical’—not being attached to any item in the table.
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on the joint exploration of the cross-border Imashevskoye gas field (Assenova
2013), and Lukoil agreed to invest another five bn USD in Uzbekistan in the coming
five years (RIA Novosti 2013).

CA uranium and nuclear power

With regard to uranium and nuclear energy, Pascale Massot and Zhan-Ming Chen
make the argument that state-to-state relations are still crucial due to concerns about
energy security and the lack of an effective spot market and that the PRC has bene-
fited from this fact in the CA region (2013: 4). In the face of significant competition
by the RF, India, South Korea, and Japan, ‘the Chinese have shown they will often
pay above market prices for those mines, companies and other assets that are genu-
inely rich in natural resources’ (ibid.: 7).

Béijing was already the sixth largest producer of nuclear energy in 2012 and is
set to become number three very soon (World Nuclear Association 2013a). It is
‘second to none in the world’ in its research and development in nuclear technolo-
gies according to the World Nuclear Association (2013c) and is on the course of
becoming self-sufficient in most aspects of the fuel cycle. At the moment, 17 reac-
tors are in operation, another 30 are under construction, and many more are planned.
Also in reactor design and construction, Bé€ijing has largely reached self-sufficiency
(ibid. 2013d). Against this background, the demand for uranium has far exceeded
domestic production and major import increases have become necessary. In due
course, the PRC has made further inroads in securing uranium imports from Ka-
zakhstan and Uzbekistan.

At the moment, Kazakhstan is considered to hold 12 percent of the world’s ura-
nium resources and to have been the number one producer worldwide since 2009—
with as much as 36.5 percent of global production in 2012—whereas it had been a
non-entity up to 2003 (ibid. 2013f). Of the burgeoning exports, China already re-
ceives up to 60 percent—in absolute terms, 4,600 tons from January to August 2013
(Voloshin 2013c). In the coming years, Astana plans to also sell value-added fuel
instead of only uranium, hoping to provide 30 percent of global fuel fabrication.
Once again, the PRC—as confirmed by Kazatomprom and CGNPG—is intended to
be one of the main customers. The construction of a nuclear reactor inside Kazakh-
stan is also being considered (World Nuclear Association 2013f).

In September 2013, Chinese companies, moreover, successfully concluded fur-
ther agreements with the Uzbek side on co-operation in the uranium field (Zenn
2013). Uzbekistan is now the world’s seventh largest uranium supplier and rising
(World Nuclear Association 2013b). The Chinese-Uzbek JV Goskomgeo remains
the only producer with direct foreign participation, its authorised capital was almost
doubled, and it obtained the operating rights regarding a new uranium deposit
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(Voloshin 2013c¢). Creative ways of securing procurement contracts have been for
example (1) exchanging them for holdings in Chinese nuclear power plants or fuel
processing facilities (cf. Kazakhstan) and (2) granting interest-free soft loans (cf.
Uzbekistan) (Massot and Chen 2013: 8).

The Chinese government does not want to become dependent on these suppliers,
however, and plans to be able to supply a third of its uranium demand from domestic
sources and another third from overseas holdings of its uranium producers in 2020
(ibid.: 7). It also works to diversify foreign suppliers—next to Kazakhstan and
Uzbekistan there are also Mongolia, Namibia, Algeria, Zimbabwe, Australia, and
Canada—and to use ever more advanced and fuel-efficient nuclear power systems
(ibid.: 7-8). Just within the last few years,

a multi-pronged strategy of engagement in the uranium market [...] has allowed [China] to
triple its total uranium imports, and forge ahead with the world’s most ambitious civilian nu-
clear power development plan (ibid.: 8).

It already imports about as much uranium as the US does, although it only has 15
operating reactors compared to the more than 100 in the US (ibid.: 10).

CA hydropower and water security

Regarding hydropower, the various dam projects remain a source of friction between
CA states. Umida Hashimova recounts the on-going problems surrounding the
Rogun dam in Tajikistan, which is seen as a threat to Uzbekistan’s water security in
Tashkent (2013). The Tajik populace in turn has been shown in several polls to see
Uzbekistan as a security threat (ibid.). Voloshin confirms the friction caused by
hydropower, also between Kyrgyzstan and Kazakhstan (2013a).

In this regard, Roman Muzalevsky brings up a new aspect (2013). The PRC is at
the same time faced with growing shortages of renewable freshwater and ‘home to
the largest number of trans-border river overflows in the world’ (ibid.). The Irtysh
and Ili rivers, which originate in China, cover a substantial proportion of Kazakh and
Siberian (RF) water needs. Should B¢ijing decide to use more of those rivers’ water
itself, or at least tolerate such a trend, this could have a major impact on Kazakhstan
for example, even leading to Lake Balkash being split in two.

Concerning Russo-CA projects, Voloshin notes that the RF reaffirmed its support
for the Kambarata-1 dam project in Kyrgyzstan in May 2013 (2013a). In September
2012, Moscow secured contracts in the Kyrgyz hydro-energy sector—as well as a
15-year lease for a military base and the termination of the US presence on Manas
airbase in July 2014—in exchange for forgiving 500 million USD in Kyrgyz debt.
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Conclusion: Reviewing predictions

Looking back at the developments of the last 18 months and how they correspond to
the argumentative trends described above, Chinese discourse appears ever more
relevant. The need to assuage Russian fears only grows, while China advances even
faster than expected into a region that is seen as quintessential to Chinese energy
security.

It has become clear that the PRC’s engagement of CA’s energy sector is proceed-
ing and being managed effectively and is unfolding faster than many predicted,
sometimes even ahead of already ambitious plans. It has risen to enormous propor-
tions—although hydropower is lagging—and is already overshadowing that of the
RF. China controls decidedly more of Kazakhstan’s oil, and it imports decidedly
more of Turkmenistan’s gas and Kazakhstan’s uranium than Russia does. It rapidly
expands its pipeline network, and CNPC representatives have already let their
Gazprom counterparts know that CA is China’s stomping ground now. Whereas
China’s state energy companies used to be the sole drivers of the expansion, this
expansion is now increasingly undergirded by a cohesive political strategy (cf. Silk
Road economic belt) and always reinforced by the unmatched financial potency of
the B¢ijing government, which allows for soft loans, pre-financing, covering other
countries’ project costs, and massive investments in related and unrelated areas of
CA economies. The PRC offers more money without pushing post-Soviet
(re-)integration schemes that might raise scepticism from the side of CA govern-
ments.

This trend is likely to lead to even stronger resistance from the Kremlin, as CA
governments might delay or abandon their participation in Vladimir Putin’s (b.
1952) regional integration projects due to concerns about their economic ties with
China. Russian complaints and potential counter or balancing measures, such as
supporting the US-sponsored TAPI pipeline, will in turn test the PRC’s resolve to
always consult, coordinate, and compromise with the RF. Chinese leverage is grow-
ing with stronger domestic production and increasing Russian financial dependence.
Zhongnanhai "5 (the ‘Chinese Kremlin®) will likely reinforce co-ordination
efforts, especially in the framework of the SCO, and quietly but resolutely push
Russia to the side. The prediction of China successfully preventing an open rupture
in the foreseeable future (Eder 2014: 136) is still likely to hold true. Predicted long-
term challenges (ibid.: 136-137), however, will test the ‘strategic partnership’ much
earlier, since China already overtook Russia as CA’s most important partner in both
energy and overall economic co-operation.
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LIST OF ABBREVIATIONS

ASE Atomstroyexport (Russian company)
bcm billion cubic meters

bn billion

bpd barrels per day

CA Central Asia

cf. compare

CGNPG China Guangdong Nuclear Power Group
CNNC China National Nuclear Corporation
CNPC China National Petroleum Corporation
CPC Caspian Pipeline Consortium

CSTO Collective Security Treaty Organization
e.g. exempli gratia; for example

ESPO Pipeline Eastern Siberia Pacific Ocean oil pipeline
EU European Union

EurAsEC Eurasian Economic Community

ie. id est; that is

IR international relations

A% joint venture

LNG liquefied natural gas

mcm million cubic meters

mmbtu million British thermal unit

MoU Memorandum of Understanding

n. footnote

NCOC North Caspian Operating Company
ONGC Oil and Natural Gas Corporation Limited
PLA People’s Liberation Army (of the PRC)
PRC People’s Republic of China

RAO-UES Unified Energy System (of the RF)

RF Russian Federation

SCO Shanghai Cooperation Organisation
Sinopec China Petroleum & Chemical Corporation Limited
SOEs state-owned enterprises

SU Soviet Union

TAPI pipeline Turkmenistan-Afghanistan-Pakistan-India pipeline
TJ Tajikistan

TNK-BP Tyumenskiy Neftyanaya Kompaniya-British Petroleum
(0N} United States of America

USD US dollars

uz Uzbekistan
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capital of the PRC

old name of X1’an (see below)
scholar and author

unilateralism

Chinese city in Heilongjiang
Province (end point of ESPO
pipeline)

former leader of the PRC (1904—
1997)

name of a Chinese province
name of a Chinese province
Jiangst Nuclear Power Corpora-
tion

Cold War thinking

plunder(ed)

former leader of the PRC (1893—
1976)

resource colony

name of a nuclear power plant
name of a Chinese province
Three Gorges Dam

sphere of influence thinking
Uriimgi, capital of Xinjiang
Autonomous Region

Chinese city, capital of Shanxi
Province

small-groups (political unit)
Westernization

current president of the PRC and
General Secretary of the CPC (b.
1953)

name of a Chinese Autonomous
Region

scholar and author

raw material dependency
strategic defeat

CGNPG

CNNC
CNPC

seat of the PRC’s Government



