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ABSTRACT

ENERGY SECURITY AND CENTRAL ASIAN GEOPOLITICS

Giindii¢, Yildirim
M.A., Eurasian Studies
Supervisor: Assist. Prof. Dr. Isik Kuscu-Bonnenfant

November 2012, 101 pages

Energy security has become an important part of national security policies in the last
decades. Policies concerning energy security are designed and implemented in
different ways by countries based on their geographical, political and economic

imperatives.

This thesis analyzes the securitization of energy resources in Central Asia and the
roles of the US, China, India and Russia as major actors of the Central Asian energy
politics in the post-Soviet period. The conditions shaping Central Asian countries
decision making process’ as well as the policies and priorities of the US, China, India
and Russia are analyzed in the light of latest energy policy developments and related
pipeline projects in the region. While doing so, this thesis aims to compare and
contrast the practices and policies of the US, China, India and Russia in securing

access to energy resources of Central Asia.

Keywords: Energy Security, China, India, Russia, the United States
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ENERJI GUVENLIGI VE ORTA ASYA JEOPOLITiGi

Giindii¢, Yildirim
Yiiksek Lisans, Avrasya Caligsmalari

Tez Danismant: Yrd. Dog. Dr. Isik Kusgu-Bonnenfant

Kasim 2012, 101 sayfa

Enerji giivenligi son yillarda ulusal giivenlik politikalarmmim 6nemli bir parcasi haline
geldi. Enerji glivenligine dair bu politikalar her {ilkenin cografi, siyasi ve ekonomik

kosullar1 ¢ergevesinde tasarlanmaya ve uygulanmaya baslandi.

Bu tez calismasinda, Sovyet sonrasi donemde Orta Asya enerji kaynaklarmin
giivenliklestirilmesi ve Orta Asya enerji politikalarinda 6nemli aktorler olan Amerika
Birlesik Devletleri, Cin, Rusya ve Hindistan’in bolgedeki rolleri degerlendirilecektir.
Bu kapsamda, Orta Asya iilkelerinin karar alma siiregleri, Amerika Birlesik
Devletleri, Cin, Rusya ve Hindistan’m politikalar1 ve Onceliklerini belirleyen
kosullar, Orta Asya’daki en son gelismeler ve boru hatlar1 projeleri ¢ergevesinde
incelenecektir. Bu tezin amaci Amerika Birlesik Devletleri, Cin, Rusya ve
Hindistan i Orta Asya’daki enerji kaynaklarma ulagsmak i¢in uyguladigi politikalar:

karsilastirmaktir.

Anahtar Kelimeler: Enerji Giivenligi, Cin, Hindistan, Rusya, Amerika
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CHAPTER 1

INTRODUCTION

Energy resources particularly oil has always been on international agenda. However,
the security of energy resources became one of the topic issues in world politics in
last decade. Energy security is not just one of the important topics for industrialized
and importing countries but exporting countries as well. The term “energy security”
has been used as an “umbrella” term so as to cover many concerns the security of
infrastructure, prices, supply diversity, investment regimes, security of supply,
security of revenue, access to new reserves and risks of terrorism and war." Energy
security is a multiple term that covers both producer and consumer countries as well
as companies proving linkages between both sides. From the perspective of
consumer countries, the most important concern is reasonably-priced energy on
demand and the risks of supply disruption.? From the perspective of producer
countries, the most important concern is to fear balance of payment shocks, security
of revenue, of demand integral parts of any energy security discussion.®> From the
perspective of energy companies, the most important concern is to access to new
reserves, ability to develop new infrastructure, and stable investment regimes to be
critical to ensuring energy security.® Therefore, the interpretation of term “energy

security” differs by different actors.

! The New Energy Security Paradigm, The Energy Vision Update, Energy Governors’ Community of
the World Economic Forum, Spring 2006, p.8. https://members.weforum.org/pdf/Energy.pdf
accessed on 13.10.2012

2 Ibid.

® Ibid.

* Ibid.



After the demise of the Soviet Union, Central Asia has become one of the important
regions of the world politics once again. About a hundred year ago, the Russian
Empire and the British Empire scrambled for imperial supremacy over Central Asia
which was called as “the Great Game” or “the Tournament of Shadows” at that time.
A hundred year later, Central Asia has again become a region of vital importance
where today’s great powers such as the US, Russia, China and India compete. The
core interest is to have a secure access to Central Asian energy, a region which
provides an enormous potential in comparison to other regions. Since energy
security has been one of the prominent components of national security, these major
actors in world politics have prioritized the security of oil and natural gas assets and
pipeline projects in Central Asia.

In this regard, creating alternative sources of energy supply to lessen the degree of
vulnerabilities and possible supply disruptions have become main axes of
geopolitical struggles in 21% century” including geopolitical struggle between the US,
Russia, China and India since energy security is an important component of national
security policy for every nation. Both the access to energy resources and control over
potential transport routes or pipelines from the Central Asia are very important for
the US, Russia, China and India, which involve not only economic, but also political

and security interests.

This thesis will analyze the political and economic aspects of the policies and
practices of the US, Russia, China and India concerning the security of energy
resources in Central Asia and the reflections of these policies and practices on
Central Asian countries decision making processes. This thesis is composed of seven
chapters including introduction and conclusion parts. In the second chapter of the
thesis, | will analyze the historical development and the securitization of energy in
world politics. I will discuss the central role of “coal” as the predecessor of oil and
natural gas because the power generated by the possession of coal was the most

important factor behind the British imperial power which competed with the Russian

® Deniz Deger, “The Evolution Of Central Eurasia Policy Of The US In The Post Soviet Era And The
Geopolitics Of The Caspian Oil”, Master Thesis, Middle East Techinal University, September 2006,
p.5.

2



Empire in Central Asia at the time. | will also briefly discuss the role of oil before
and during the First World War, during the interwar period, Second World War and
the Cold War periods respectively in order to show the importance oil as a vital

energy resource which is important to sustain dominance in the world politics.

The rest of the chapters will analyze the policies of the major actors for dominance
over the energy reserves of Central Asia. The third chapter will focus on India and
will discuss the current situation of India’s energy sector, the importance of Central
Asian energy resources for India’s energy security and its role in the Central Asian
energy geopolitics. In the fourth chapter, I will analyze the US foreign policy
priorities in Central Asia, the importance of securing Central Asian energy resources
for establishing and preserving its dominance in world politics as well as the US
efforts towards the diversification of Central Asian energy pipelines. The fifth
chapter will discuss China’s relation with the Central Asian states, their importance
for China’s energy politics and the role of China’s energy assets and pipelines in
Central Asia. In the sixth chapter | will examine the importance of Central Asian
energy resources for Russian foreign policy priorities, Russia’s attempts towards
establishing its monopoly over Central Asian resources as well as country’s
competition with the US, China and India.. The last chapter will conclude with a
discussion of the roles and policies of the major actors over securing Central Asian

energy resources.



CHAPTER 2

HISTORICAL PROCESS OF THE SECURITIZATION OF ENERGY IN
WORLD POLITICS

“He who has oil has empire.”

Advisor of French Prime Minister Georges Clemenceau, December 1919°

Since the industrial revolution has begun, energy resources as an input for economy,
military and even politics has created important changes in world history. At the
beginning of the industrial revolution, coal has played a very crucial role in the
history.” According to an earlier generation of economic historians—T. S. Ashton,
Fernand Braudel, Roy Church, J. H. Clapham, Phyllis Deane, Michael Flinn, and
John Nef—coal was indeed at the heart of the Industrial Revolution.® Following the
use of coal in industrial machines, iron and steel production, rail transportation and
steamships made coal an indispensable input for every sphere of life.? Over the years,
the use of coal increased radically. Thanks to James Watt's modern day steam
engine® coal became one of the important strategic inputs for economic
development. The economically motivated political moves through undiscovered

lands had contributed to the demands for more coal. The mechanization with

® Andrew Ryan Schlossberg, “The Military Dimensions of Post-Cold War US Qil Policy: Access to
Oil and Consequences for Geostrategy”, CUREJ - College Undergraduate Research Electronic
Journal, University of Pennsylvania 2011, p.1.
http://repository.upenn.edu/cgi/viewcontent.cgi?article=1173&context=curej accessed on 01.05.2012

" Gregory Clark and David Jacks, “Coal and the Industrial Revolution, 1700-1869”, p.1.
http://gpih.ucdavis.edu/files/Clark_Jacks.pdf accessed on 01.05.2012

® Ibid.

® World Coal Institute, “The Coal Resource: A Comprehensive Overview of Coal”, Section Four,
p.19. www.worldcoal.org/ accessed on 01.05.2012

19 Justin Wickett, “Coal in Human History”, p.1.
http://imww.duke.edu/~jyw2/Coal_in_Human_History.pdf accessed on 01.05.2012
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industrial revolution did not just change the world economy but the means of
production as well. Traditional production means which was the dominant for
centuries started to be replaced by modern production means. With the industrial
revolution, factories and machines took the place of human resources.** Agriculture
has transformed itself through a more machine intensive way. The transformation in
agriculture had been followed by heavy industry. In consequence of radical
transformation of European nations, coal and iron became the basic component for
imperial struggle in the age of empires. It became apparent that the more coal and
iron meant more power in international system. In the first phase of the Industrial
Revolution, coal has become the primary source of energy both in North America
and Europe. For instance, steamships and steam-powered railroads become the most

important form of transportation and coal was used to fuel their engine.*?

Before the US came into world stage, the United Kingdom was the dominant power
in the international system. One of the invisible inputs behind the UK’s dominant
position in international system was coal. Between 1760 and 1830, United
Kingdom’s industrial production was two thirds of the world total industrial
grovv’[h.13 By the 1860’s, the United Kingdom produced 53 percent of world’s iron
and 50 percent of world’s coal.’ United Kingdom’s dominance in international
system had reached its highest position in the 1870s.™ It was also important that
“there was little point in installing a steam machine, for example, if it could not be

supplied with coal at a reasonable price”® In this respect, many new railroads had

' Asli Hiiseyinoglu, “The Role of the Energy Resources in Perception of States' Security:
The case of Caspian Sea”, Kadir Has University Graduate School of Social Sciences, Master
Thesis, 2009, p.5.

12 The US Department of Energy, “A Brief History of Coal Use”
http://fossil.energy.gov/education/energylessons/coal/coal _history.html accessed on 01.05.2012

13 Paul M. Kennedy, “The Rise and Fall of the Great Powers: Economic Change and Military Conflict
From 1500 to 2000”, Random House, 1987, p.151.

“ Ibid.

15 Micheal Fry, “ History, the White House and the Kremlin: Statesmen as Historians”, Pinter Pub Ltd,
June 1991, p.108. http://weber.ucsd.edu/~dlake/Reprints/Hegemony%20Compared.pdf 01.05.2012

16 Stewart Ross, “Industrial Revolution”, Evans Brothers, 2009, p.30.
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been made throughout the country to reach coal at reasonable price on time. New
railroads had boosted the production of coal and steel in consequence. Great Britain
had been followed by the US France and Germany in the late 19" century. One of the
most important impacts of the industrial revolution on the international system was
to provoke competition among great powers. It was crucial to have raw materials to
sustain their economic and political dominance with military measures. Therefore,
industrial revolution changed military means.

The industrial revolution first influenced the battlefield during the Crimean
War, when the rifled musket, telegraph, and steamship combined to allow
Britain and France to deploy forces and win against superior Russian
numbers.*’

It was also valid for the US Civil war. “...Civil War in the United States, South as

well as North, to combine the “benefits” of technology (the railroad, steamboat,

rifled musket and artillery, and telegraph)...'®

In the second phase of the Industrial revolution from the late 1860’s to the beginning
of 1900, the structure of industrial transformation has started to change trough a
more complex and complicated compositions. In this phase, industries diversify and
transform itself from iron, cotton and textiles to include steel, electricity, chemicals

.Y° On the eve of the First World War, oil as an international

and most importantly oi
commodity gained a central place in the foreign policies of Great Powers. These
Great Powers struggled and acted in strategic moves to acquire oil assets abroad and

make transportation of oil secure since then.

Since oil has become an important commodity in the world agenda, it is important to
control energy resources and to ensure sustainability due to fact that there are some

regions which are richer in oil than the others. The distribution of oil is not fair for

7 Williamson Murray, “Thinking About Revolutions in Military Affairs”, Joint Force Quarterly, Issue
16, Summer 1997, p.72. http://www.dtic.mil/doctrine/jel/jfq_pubs/1416pgs.pdf accessed on
01.05.2012

8 Ibid.

19 Stewart Ross, Op.Cit., p.47.



many countries and even among the regions. In this context, different policies and
instruments have been considered to control these resources and ensure that there

would not be any disruption.

At the beginning of the 20th century and before the First World War, the British
navy led by Winston Churchill did begin to convert its battleships combustible from

1.2 With this move, oil began to take a larger share in the energy market.?

coal to oi
The most important triggering factor was to achieve global superiority against the
newly emerging power: Germany.?> Winston Churchill, who became the First Lord
of the Admiralty in 1911, had decided to establish a commission who was
responsible for researching the use of oil in British Navy in 1912.2 Although this
radical change from coal to oil was seen as a structural transformation for British
navy, nobody denied that battleships with oil in combustible would increase the
speed of the ships and enable the fleet of refuel at sea without having to send quarter
of its strength into harbor for coal.?* As indicated by Churchill himself;

“In equal ships, oil gave a large excess of speed over coal. It enabled their
speed to be attained with far greater rapidity. It gave 40 percent greater
radius of action for same rate of coal. It enabled the fleet to refuel at sea with
facility...the use of oil made it possible in every type of vessel to have more
gun power and more speed for less size and less cost™®

Thus, the oil had become one of the important cornerstones for Great Powers to
sustain their dominance in world politics at the beginning of 20th century. However;

using oil in naval ships revealed that the British Navy would be dependent on the

20 William Kelleher Storey, “The First World War: a Concise Global History”, Rowman & Littlefield,
2010, p.78.

2! Robert A. Hefner, “The Grand Energy Transition: The Rise Of Energy Gases, Sustainable Life And
Growth, And The Next Great Economic Expansion”, John Wiley & Sons, 2009, p.10

22 £d Shaffer,” The United States and the Control of World Oil”, Taylor & Francis, 1983, p.40.
2 pid.

2 Michael 1. Handel and John H. Maure, “Churchill and Strategic Dilemmas before the World Wars”,
Frank Cass, 2003, p.167.

% Ed Shaffer. Op.Cit., p.40


http://www.google.com.tr/search?hl=tr&tbo=p&tbm=bks&q=inauthor:%22William+Kelleher+Storey%22
http://www.google.com.tr/search?hl=tr&tbo=p&tbm=bks&q=inauthor:%22Ed+Shaffer%22

Iranian oil because Iran was the only source of oil at that time.?® Just one year before
the First World War, Churchill sent a group of experts to Iran to explore the oil fields
for the sustainability of British navy in 1913.>" This group of experts returned to
Great Britain with recommendations to acquire assets from APOC (Anglo-Persian
Oil Company) for oil supply.?® In May 1914 — 3 months before the First World War-
British government purchased the 51 percent of APOC for £2.2 million.”®

During the First World War, oil had begun to be a strategic asset that could affect the
direction of war. When Germany attempted to blockade the supply of British navy
from the US, the Allied powers succeeded to prevent Germany to reach the
Romanian 0il.* This move caused a shortage of oil supply for Germany’s war
machines.* Azerbaijan’s oil capacity was another important resource during the
Great War. Germany also prevented from gaining a control of Azerbaijani oil.*
After the Bolshevik withdrawal from the war with the October Revolution, British
Army managed to control Baku oil resources until the Soviet Union reoccupied
Azerbaijan in April 1920.%® The importance of oil had increased day by day after the
First World War. As the world economy had started to convert itself from coal to oil
over the years, Great Powers’ conquest for oil had begun to come to the light. As in
the First World War, interwar period and Second World War has proved that oil was

one of the main determinants of international relations.

%8 Jan Rutledge, “Addicted to Oil: America’s Relentless Drive for Energy Security”, I.B.Tauris, 2006,
p.23.

M. S. Vassiliou, “Historical Dictionary of The Petroleum Industry”, Scarecrow Press, 2009, p.137.
28 |bid.
2 |bid.

% Richard Heinberg, “The Party's Over: Oil, War and The Fate of Industrial Societies”, Clairview
Books, 2005, p.72.

%1 Ibid.

%2 Emmanuel Karagiannis, “Energy and Security in the Caucasus”, Routledge, 2002, p.16.

% Ibid.



During the interwar period, the use of oil in every sphere of life affected the war
strategies that would be used particularly by Adolf Hitler. Soviet Union acquired
nearly 80 percent of its oil needs from the Caucasus region including Baku.** Adolf
Hitler thought that if the supply of oil is cut off, the Soviet Union would have faced
with crippling oil shortages which would in turn affects the mobility and
maneuverability of Soviet soldiers eventually forcing Stalin to make a peace
agreement with Germany.* It was known that Romanian oil fields would have not
been sufficient to wage the war especially for German tanks and automobiles.*®
Therefore, there occurred a need to occupy more lands with oil fields to satisfy the
oil demands of Germany while cutting off the oil supply to allied powers. When
German soldiers were encircled by the Soviet troops during the Stalingrad war
in1942-1943, Hitler —at first- refused to withdraw his troops from the Caucuses.*’
Hitler told Field Marshal Erich Von Manstein that “it is a question of the possession
of Baku. Unless we get Baku oil, the war is lost”.®® However Hitler had to retreat his
army from Caucuses in late 1943. Both in World War | and World War 11, Germany
could not manage to reach Baku which changed the fate of Great Wars. Japan was
another victim of the oil disruption during the Second World War. Before the WW
11, Japan’s 80 of oil was supplied by the US.*® When Japan decided to ally with
Hitler’s Germany, the US attempted to stop the oil supply to Japan. Even though
Japan tried to diversify its oil supply by invading Indonesian oil fields in 1941, it was
not enough to wage a war. Thus the US blockade should have been broken down.

Eventually, Japan attacked Pearl Harbor on December 1941.

% Steven D Mercatante, Robert M. Citino, “Why Germany Nearly Won: A New History of the
Second World War in Europe”, ABC-CLIO, 2012, p.137.

% Ibid.

% yladimir Gel'man and Otar Marganiya,”Resource Curse and Post-Soviet Eurasia: Oil, Gas, and
Modernization”, Lexington Books, 2010, p.27.

3 Lutz Kleveman, “The New Great Game: Blood and Oil in Central Asia”, Grove Press, 2004, p.17.
% Ibid.

% Joshua Tickell, “Biodiesel America: How to Achieve Energy Security, Free America from Middle
East Oil Dependence and Make Money Growing Fuel”, Biodiesel America, 2006, p.27.

9


http://www.google.com.tr/search?hl=tr&tbo=p&tbm=bks&q=inauthor:%22Joshua+Tickell%22

Following the end of Second World War, the role of oil has strengthened in
international relations. With the Cold War, oil became a source of international
crises directly or indirectly. In this period, the Middle East became the focus point
for both the US and the Soviet Union.** Especially after the 1970’s, most of the
international conflicts contained oil disputes and sometimes these disputes turned
into military conflicts. Post-cold war period shows that energy —in addition to oil,
natural gas has become part of huge energy investments — is still one of the top
priority of the countries” national interest.

The then US President Bush’s statement in New York Times in 1990 is important to
emphasize here; “Our jobs, our way of life, our own freedom, and the freedom of
friendly countries around the world would suffer if control of the world’s great oil
reserves fell into the hands of Saddam Hussein”.** Following the collapse of the
Soviet Union, the position of the US on international relations has considerably
increased and as the then President Bush stated, the US has pledged to control energy
resources globally until China and Russia came back to the international stage once
again. The regions which are rich in terms of oil and natural gas began to occupy an
important place in the US foreign policy. Since the US has been a victim of oil
disputes for many times, foreign policy objectives began to be planned in order to
prevent the use of oil as a political weapon against the US and the US friendly
countries. History taught the US that oil could be very dangerous in unfriendly

countries’ hands.

2.1. Oil as a Political Weapon

Fossil fuels such as coal, natural gas, and oil constitute nearly 80 percent of world

total energy production.*? Oil still accounts for over 35 percent, coal for 26 percent

“0 peter L. Hahn, “Crisis and Crossfire: the United States and the Middle East Since 1945, Potomac
Books, Inc., 2005, p.7.

*! 1an Rutledge, Op.Cit., p.52.
*2 EU Directorate General for Energy, “Key Figures”, June 2011, p.4.

http://ec.europa.eu/energy/observatory/eu_27_info/doc/key_figures.pdf accessed on 01.05.2012
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and natural gas for 21 percent of world total energy production.”® For the last
hundred years, traditional fossil fuels have fostered economic growth,
industrialization and even sometimes military occupations.** Fossil fuels will be used
for a long time unless alternative fuels are found. Although the utilization of oil
increased in the 19™ century as a catalyzer for economic development and military
superiority, the 20™ century was the most intense period in terms of oil wars. Oil has
become a central theme for the national and international strategies and made
international relations more complicated in the 20th century.

One of the most important components that affect these complicated relations is “oil
prices”. Oil prices are an important factor that fundamentally changes the world
economic structure which eventually overbalances the dynamics of world politics.
That explains the reason for oil companies’ attempts to be a part of the global
competition. It is known that some oil companies’ annual earnings are higher than
most of the third world countries and even some developed but smaller countries’
gross national product. These companies have always tended to organize in
monopolistic structure in most countries in the last century since monopolistic
structures allowed these companies to decide on oil prices unilaterally. Until the
OPEC (Organization of Petroleum Exporting Countries) was established, oil
companies called “Seven Sisters” comprised of Texaco, Gulf, Mobil, Exxon, BP and
Shell were able to determine the oil prices that were previously decided by
unilaterally.* So exporting countries could not be able to demand higher prices from
the oil companies. However when it comes 1960s, exporting countries lead by Iran,

Irag, Kuwait, Venezuela and Saudi Arabia attempted to take a stand against “Seven

* Hook, M., Sivertsson A. and Aleklett, K. “Validity of the fossil fuel production outlooks in the
IPCC Emission Scenarios”, Natural Resources Research, Vol. 19, Issue 2: 63-81, 2010, p.2.
http://dx.doi.org/10.1007/s11053-010-9113-1 accessed on 01.05.2012

“ Ibid.

*® {dris Demir, “OPEC: A Strong Cartel”, SDU Fen Edebiyat Fakiiltesi, Sosyal Bilimler Dergisi Issue
18, December 2008, p.232. http://sablon.sdu.edu.tr/dergi/sosbilder/dosyalar/18_14.pdf accessed on
01.05.2012
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Sisters”.*® OPEC’s formation coincides with the decolonization and the birth of new
independent states in international system. In 1965, OPEC established its secretariat
in Geneva and set down its objectives. One of the objectives stated in the Declaratory
Statement of Petroleum Policy in Member Countries was to ... bearing in mind that
inalienable right of all countries to exercise permanent sovereignty over their
natural resources in the interest of their national development is a universally
recognized principle of public law...”*" Following the establishment of OPEC, oil
exporting countries had stronger political and economic position against the oil
companies by the 1970s. OPEC members acted in concert during the negotiations
against the “Seven Sisters”. The five founding members were followed by seven
other members: Qatar (1961); Indonesia (1962); Libya (1962); United Arab Emirates
(1967); Algeria (1969); Nigeria (1971); Ecuador (1973) until the 1973.*® Although
all of the founding members and others were not developed countries, they managed
to become effective on international market. At the same time, rapid industrialization
of nations promoted more use of oil that ended up with political strength against the
developed but energy poor countries. In 1967, OPEC made its first move just one
day after the 1967 Arab-Israeli War. It decided to implement an embargo against
countries which supported Israel in terms of political and military.*’ Embargo mainly
targeted the US, Great Britain and Germany.>® However OPEC’s this first attempt
failed. Neither oil embargo did increase the prices nor did these three countries have
difficulty to substitute their oil supply from other countries such as Iran, Venezuela
and Indonesia.”* These countries were non-Arab countries in the OPEC. Thus Arab

countries decided to establish an organization which consists of only energy-rich

*® www.opec.org accessed on 01.05.2012

*" Shukri Mohammed Ghanem, “The OPEC, The Rise of and Fall of an Exclusive Club”, Taylor &
Francis, 1986, p.208.

*8 www.opec.org accessed on 01.05.2012
%9 Keith Crane, “Imported Oil and US National Security”, Rand Corporation, 2009, p.26.
% Ibid.

* . H. Bamberg, “British Petroleum and Global Oil 1950-1975: the Challenge of Nationalism”,
Cambridge University Press, 2000, p.170.
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Arab countries. In 1968, Kuwait, Libya and Saudi Arabia signed an agreement in
Beirut establishing OAPEC.>® There were ten Arab oil exporting countries in the
OAPEC by 1972: Algeria (1970), Bahrain (1970), Egypt (1973), Iraq (1972),
Kuwait (1968), Libya (1968), Qatar (1970), Saudi Arabia (1968), Syria (1972), and
United Arab Emirates (1970).

Next oil embargo came with another Arab-Israeli conflict Yom Kippur War in 1973.
Following the war OAPEC decided to impose an oil embargo once again against the
European countries and the US that favored Israel during the war. Arabian members
of OAPEC took lessons from the 1967 war. This embargo decision was made in a
resolution of the Arab Ministers of Oil Conference held in Kuwait on October 17
1973 instead of OPEC. In addition to OAPEC’s political moves, OPEC supported
OAPEC embargo decision by increasing the oil price from 3,09 US $ on 16 October
1973 to 11,65 US $ on 22 December 1973 and by reducing of oil production by
Saudi Arabia.>* The reductions of oil supply and increasing oil prices have resulted
in important lessons for the US foreign policy. The US Secretary of State Henry
Kissinger made an important statement on 21 November 1973 and claimed that “if
pressures continue unreasonably and indefinitely, then the United States will have to
consider what counter measures it may have to take.” It was clear that US could
take some military measures against the exporting countries. It was also clear that the
US and European countries were caught unprepared for such an oil disruption. In
response to such international oil crises, western countries decided to strengthen
energy related cooperation and to produce long term policies for their energy security
issues. OECD was prompted to initiate a new organization to defend the common

interest of the countries that experienced oil disruption and price shocks. The

*2 The Egyptian Ministry of Petroleum Official Web Site, http://www.petroleum.gov.eg/en/ accessed
on 01.05.2012
>3 |bid.

> Alon Liel, “Turkey in the Middle East: Oil, islam and Politics”, Lynne Rienner Publishers, 2001,
p.105.

*® Rachel Bronson, “Thicker Than Oil: America’s Uneasy Partnership with Saudi Arabia”, Oxford
University Press, 2006, p.122.
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International Energy Agency (IEA) was formed with 16 members in November
1974.

1973 oil crisis did not only change the world politics or international economics, it
also re-shaped the strategies of oil companies.®® Diversification of energy resources
in the modern period started to become a dominant policy for countries that import
large amount of oil from the OPEC or OAPEC.>" The Iranian revolution was another
shock for the international oil market. The reason that prompted the second global
crisis was the overthrown of Iran’s monarchy by under Shah Pahlavi by
Ayatollah Ruhollah.®® With the revolution in Iran, oil prices escalated tremendously
in 1979-1980.>° However Iranian revolution was not the only cause that stipulated
oil prices in 1979. US-Iranian relations were strained due to the hostage crises
following the return of Ayatollah from exile in February 1979.%° By the end of the
year international oil prices reached 24 $ per barrel while it was about 14 $ during
April 1979.°*  Following the Iranian Islamic revolution in 1979, relationships
between Iran and Iraq began to deteriorate because of the denominational differences
of two countries, regional challenges of Iran and the strategic opening of Iraq
through Gulf. As of 1980, Irag managed to become one of the largest OPEC
producers.’? Oil revenues of Iraq paved the way for modernizing its army. Iraq

initiated a war which would last eight years and resulted in no victorious party from

*® H. Naci Bayrag “An Economic Analysis of International Petroleum Market”, 21 January 2007, p.5.
http://www.turksam.org/tr/al156.html accessed on 01.05.2012

> Ibid.

%8 John L. Seitz and Kristen A. Hite, “Global Issues: An introduction”, Blackwell Publishers, 2001,
p.115.

% Oystein Noreng, “Crude Power: Politics and Oil Market”, I.B.Tauris, 2006, p.21.
% Don Hallett, “Petroleum Geology of Libya”, Elsevier, 2002, p.38.
®1 Ipid.

%2 Mahmoud A. El-Gamal and Amy Myers Jaffe, “Oil, Dollars, Debt, and Crises: The Global Curse of
Black Gold”, Cambridge University Press, 2009, p.90.
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1980 to 1988. Oil prices peaked to 40 $ a barrel which was reached again the Gulf
Crises in 1990.%
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Figure 1 Major Oil Supply Disruptions and Price Impact®

These harsh experiences about the supply of oil and its sustainability and risky oil
prices which tend to increase in every crises resulted in a change of perception about
the importance of oil and its impact on the international system. Middle Eastern
countries were the causes of the most of the oil disputes or of the risky oil prices.
Middle Eastern oil was questioned in terms of sustainability as well. Therefore, since
oil has been perceived as “critical”, diversification of oil routes that can substitute the
Middle Eastern countries oil became a major concern. The search for the
diversification of energy resources including natural gas against oil and for the
diversification of the locations for these resources created a new competition sphere
in the international system. Central Asia with its considerable amount of oil and
natural gas reserves mostly untapped became strategically “central” for Russia, India
and China. These three countries are eager to get a bigger share of the energy cake of
Central Asia while the US is eager to re-distribute these energy resources so as to

prevent any challenger against its dominance world politics. For the rest of this

% Bassam Tibi,” Conflict and war in the Middle East: From Interstate War to New Security”, Palgrave
Macmillan, 1998, p.142.

% Giacomo Luciani, “Armed Conflicts and Security of Oil and Gas Supplies”, No.352, June 2011, p.4.
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thesis, I will analyze the main goals, motivations and actions of these four major

players in the Central Asia.
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CHAPTER 3

THE SIGNIFICANCE OF CENTRAL ASIA IN TERMS OF ENERGY
RESOURCES

British geographer Halford Mackinder in his article titled “The Geographical Pivot of
History”, argued that “In the industrial age, the natural resources of Central Asia—
‘the great pivot’—are so vast that it will serve as the geostrategic instrument for the
state that controls it to become ‘the empire of the world” in today’s world.®® Since
the beginning of the new century, the competition among great powers over vast
energy resources has been intensified as a result of rapid economic growth, persistent
industrialization and increasing population. All of these factors with geo-political
priorities have led states to secure and diversify energy resources. In this respect,
Central Asia with its rich energy resources has presented an opportunity that cannot

be ignored easily.

Oil and natural gas have been produced and transported in Central Asia under Soviet
administrationfor a long time. However, it was actually following the collapse of the
Soviet Union these energy resources have attracted considerable attention. Central
Asia consist of five countries. These are Kazakhstan, Turkmenistan, Uzbekistan,
Tajikistan and Krgyzstan. However, Kazakhstan and Turkmenistan are the most
important countries in terms of energy resources. Kazakhstan has an important
amount of oil while Turkmenistan has large amount of natural gas reserves which
can both be substituted with the Middle East reserves. According to the BP Statistical

Review of World Energy 2011, Kazakhstan is the largest country in terms of proved

8 Margaret Scott and Westenley, “Revisiting the Pivot: The Influence of Heartland Theory in Great
Power Politics”, May 2008, p.2.
http://www.creighton.edu/fileadmin/user/CCAS/departments/Political Science/MVJ/docs/The_Pivot_-
_Alcenat_and_Scott.pdf, accessed on 01.05.2012
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oil reserves in Central Asia and the 9th in the world with the ratio of percent 2.9.%°
Turkmenistan is the largest in terms of proved natural gas reserves in Central Asia
and 4th in the world with the ratio of percent 4.3.%” Thanks to their energy potential,
Turkmenistan and Kazakhstan became an important sphere for energy competition.

These countries provided alternative resources along with the Middle East.

Following to the collapse of the Soviet Union in 1991, a power vacuum occurred in
Central Asia since the Russian Federation was economically weak and politically
vulnerable to the other great powers. Central Asian states suddenly become
independent but they were weak in terms of political motives and economic
infrastructure. Thus, these states faced with political and economic challenges.®®
Central Asian states responded to these challenges by seeking to diversify their
relations with other major actors. Although the term “diversification” is mostly used
to define the process of multiplication of the transportation of oil, gas and other
resources to market; it can be used for the foreign policy orientations of Central
Asian countries in the post-Soviet process.® The most important component of the
political and economic diversification efforts of Central Asian states is oil and
natural gas reserves. Considering that diversification of energy resources for
importing countries has become very crucial since the oil crises of the past, Central

Asia presented a golden opportunity for the importing countries.

% Bp Statistical Review of World Energy, June 2011, p.6.
http://www.bp.com/liveassets/bp_internet/globalbp/globalbp_uk_english/reports_and_publications/sta
tistical_energy_review 2011/STAGING/local_assets/pdf/statistical_review_of world_energy full re
port_2011.pdf accessed on 01.05.2012

" Op.Cit., p.20

% Svante E. Cornell, "Finding Balance: The Foreign Policies of Central Asia's States", in Ashley
Tellis and Michael Wills, eds., Strategic Asia 2007-08: Domestic Political Change and Grand
Strategy, Seattle: National Bureau of Asian Research, 2007, p.267.
http://mww.nbr.org/publications/strategic_asia/pdf/Preview/SA07/SAQ7_C_Asia_preview.pdf
accessed on 15.10.2012

% Farkhod Tolipov, “The Foreign Policy Orientations of Central Asian States: Positive and Negative
Diversification”, Acta Slavica Iaponica No:16, 2007, p.24.
http://src-h.slav.hokudai.ac.jp/coe21/publish/nol6_1 ses/02_tolipov.pdf accessed on 15.10.2012
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Since the demise of the Soviet Union, Central Asian countries tended to follow
multi-polar foreign policies. Central Asian oil and natural gas provides important
opportunities for Russia, the US, China and India while it provides important
leverages for Central Asian countries to reach their foreign policy objectives. As
stated above, Kazakhstan and Turkmenistan are two important countries in the region
in terms of oil and natural gas reserves. In this respect, these two countries’ foreign
policies are much more complicated than others in the region. From the perspective
of Kazakhstan, as an important supplier of oil, energy has become a basic compotent
of its foreign policy.”® Nazarbayev identified Kazakhstan’s foreign policy priorities
during his address at the ceremonial meeting in 2006 dedicated to the 15th
Anniversary of Kazakhstan’s independence as such;

At this time, our country is among world’s top-ten countries by recoverable
oil reserves. Kazakhstan holds the second largest oil reserves outside
OPEC... apparently, such resources potentially place Kazakhstan among the
world oil powers. We must become aware of our new geostrategic role in the
global energy market, and develop our energy policy accordingly over the
next ten to fifteen years.We find it essential to conduct an optimal, balanced,
and transparent foreign policy. In the future, we are going to strengthen the
reputation of Kazakhstan as a forward-looking, reliable international partner
that contributes to global energy security with due consideration to its
national interests.”

Since independence, Kazakhstan has prioritized a foreign policy which is based on a
balance among all four principal directions: North, South, East, and West.”
Kazakhstan’s relations with Russia have always been a top priority for Astana.”®
Nazarbayev has identified this relation as such: Russia is Kazakhstan’s major foreign

policy partner.”* For a long time following the demise of Soviet authority, Russia

" Ariel Cohen, “Kazakhstan: The Road to Independence Energy Policy and the Birth of a Nation”,
Silk Road Studies Program, Institute for Security and Development Policy, 2008, p.83.
http://www.isdp.eu/publications/index.php?option=com_jombib&task=showhib&id=5232 accessed
on 15.10.2012

™ 1bid.

2 Op. Cit., p.84.

"3 1bid.

™ 1bid.
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attempted to keep control on energy transportation routes from Kazakhstan to the
world market. In order to do this Russian government focused on monopolizing
Kazakhstan’ energy routes as the best way to prevent it from distancing itself from
its former imperial master.” However, with the 21th century, Kazakhstan’s options
began to diversify. Especially, China’s developing economy have resulted in more
energy needs to sustain its momentum. China’s return to Central Asia to access oil
and natural gas for its developing economy and its motivation for avoiding a
confrontation with Taiwan or the US or deterioration of relations with Japan made
Kazakhstan an important player in Central Asia. This situation serves Kazakhstan in
terms of providing additional hydrocarbon export without additional tariffs and taxes
on transit through third countries especially Russia.”® In this equation, the US is
another major actor for Kazakhstan to balance Russia and China. During the first
years of the independence, the US made a significant contribution to the
development of Kazakhstan’s energy resources while Russia was preoccupied with
domestic stability. The US efforts to transport Caspian oil into world market have
created important opportunities for Kazakhstan to send its oil to west instead of
Russia alone. The US also supports the opening of southern corridor from
Kazakhstan to India. While Kazakhstan attempts to intensify its relations with the
US, it also tries to develop its relations with India. In this respect, Kazakhstan
welcomes India's membership to the SCO in order to conduct the multi-vector
foreign policy. Thus, Kazakhstan attempts to maximize its national objectives

through balancing four major actors in Central Asia.

After the demise of the Soviet Union, Saparmurat Niyazov ruled Turkmenistan with
his complete authority. Since Saparmurat Niyazov’s presidency, Turkmenistan's
foreign policy has based on the doctrine of permanent neutrality. In parallel with this

doctrine, Turkmenistan’s energy policy focused on prioritizing the national interests

" Ibid.
" Ibid.
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and maintaining a neutral approach to energy partners.”” Although Turkmenistan
attempted to be neutral towards the new international partners, Turkmenistan was
dependent on Russia, which controlled export routes for most of Turkmen natural gas
and therefore had to prioritize Russia.”® Considering that energy is intertwined with
all aspects of Turkmenistan’s foreign policy’®, this dependence on Russia was an
important disadvantage for Turkmenistan because Turkmenistan’s economy was
mostly driven by its natural gas sales to Russia.*® However Turkmenistan’s
dependence was an advantage for Russia because Russia used Turkmenistan’s
vulnerability to gain concessions from Niyazov including gas export prices and

pipeline options that excluded Russia.®

After the death of Niyazov, Gurbanguly Berdymuhamedov gave more importance to
energy issues. Gurbanguly Berdymuhamedov showed his desire for a more
diversified foreign policy. Most of the major actors were already willing to cooperate
with Turkmenistan. During the first year in office in 2007, Berdymuhamedov visited
New York, Brussels, Moscow and Tehran and welcomed Recep Tayyip Erdogan,
Vladimir Putin and Hu Jintao in Ashgabat.?? Turkmenistan’s new energy policy was
officially underlined by the head of Turkmenistan’s oil and gas company

Turkmengas, Yashygeldi Kakayev in May 2007, “Turkmenistan was in favor of

" Saltanat Berdikeeva, “Turkmenistan’s Energy Policy:Risks and Opportunities”, Insight Turkey,
Vol. 9 Nr. 3, July 2007, p.123.
http://files.setav.org/uploads/Pdf/insight_turkey vol 9 no 3 saltanat_berdikeeva.pdf accessed on
15.10.2012

"8 1bid.

" Turkmenistan’s Domestic and Foreign Policy, Chatham House, REP Seminar Summary, 12 October
2011, p.5.
http://www.chathamhouse.org/sites/default/files/public/Research/Russia%20and%20Eurasia/121011s
ummary.pdf accessed on 10.11.2012

8 Kathleen J. Hancock, “Escaping Russia, Looking to China: Turkmenistan Pins Hopes on China’s
Thirst for Natural Gas”, China and Eurasia Forum Quarterly, VVolume 4, No. 3, 2006, p.70.

81 Op. Cit., pp.71-72.

8 Richard Pomfret, “Turkmenistan’s Foreign Policy”, China and Eurasia Forum Quarterly, Volume 6,
No. 4, 2008, p.29. http://www.chinaeurasia.org/images/stories/isdp-cefq/CEFQ200811/tfp20081119-
34.pdf accessed on 08.11.2012
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exporting gas to all points of the compass and that although Turkmenistan would

honor existing export agreements with Russia, it was seeking new export options.” %

Since Berdymuhamedov’s coming to office, China, the US and India began to play
important roles in diversifying Turkmenistan’s natural gas from Russia and
attempted to play a leading role in Turkmenistan’s energy sector. The most important
challenge came from East: China.®* The political determination of China’s
government and strong financial capacity of Chinese energy companies made China
a relatively advantaged partner in Turkmenistan. The US and India have also
attempted to diversify Turkmenistan’s gas through west and south while Russia put
enormous efforts to keep its monopoly. This competition among major actors indeed
serves Turkmenistan’s interest. Since China, India and the US began to take larger
role in Turkmenistan’s energy sector, the relation between Russia and Turkmenistan
has changed in favor of Turkmenistan. Therefore, Turkmenistan attempts to
maximize its national objectives through balancing four major actors in Central Asia

just like Kazakhstan.

8 Saltanat Berdikeeva, Op. Cit., p.123.

8 Richard Pomfret, Op.Cit., p.29.
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CHAPTER 4

INDIA

India's growing international stature gives it strategic relevance in the area
ranging from the Persian Gulf to the Strait of Malacca.... India has exploited
the fluidities of the emerging world order to forge new links through a
combination of diplomatic repositioning, economic resurgence and military
firmness.®®

Dr Manmohan Singh, Indian Prime Minister

India has never been entirely disconnected with Central Asia throughout the history.
India and Central Asia have contiguous borders, climatic continuity, similar
geographical peculiarities and they both have several characteristics in common such
as social, cultural, political and economic.?® India and Central Asia were linked
through the Silk Road and periodic invasions from the north, which resulted in
movement of people, goods and the culture.!” After the establishment of the British
East India Company, British influence continued to increase in India until the
Russian Empire came into the region.®® British dominance continued in India until
her withdrawal in 1947.

India’s role in world politics was inconclusive in terms of being a constitutive player.
Before the 1990s, India was not much the center of attention due to the Cold War

rivalry. In contrast to the previous years, with the beginning of 1990s, India

% Ipid.

® Braja BiharT Kumara and Astha Bharati, “India and Central Asia: Classical to Contemporary
Periods”, Concept Publishing Company, 2007, p.3.

8 Raghav Sharma, “India and Central Asia: the Road Ahead”, IPCS Special Report n0:63, January
2009, p.2. http://www.ipcs.org/special-report/india/india-in-central-asia-63.html accessed on
01.05.2012
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witnessed liberalization in both politics and economy. Since India opted for market
economy, liberalization touched mostly the economic sphere.?® This liberalization
has prompted an unutilized capacity of the Indian economy. India has caught up with
high growth rate in the last decade. Even today, India is fifth largest economy in the
world with about four billion dollars after the EU, the US, China, Japan.®
According to economic projections, the higher growth rate will continue to persist in
Indian economy and it will quadruple its GDP per capita in US dollar terms its
economy until the 2020.°* In parallel with India’s economic growth, India’s energy
needs increased in last decades. However, these energy needs could not be met by
domestic sources because India is not a self-sufficient country in terms of natural

resources in particular with oil and natural gas.

1980 2009 2015 2020 2025 2030 2035

[ world (rignt axis)| 648 82.0 89.2 13 | 936 | %4 | 90
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|4 United states 174 17.8 17.7 17.2 65 | 158 | 149
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Figure 2 Demand for Oil Selected Countries, 1980-2035 (est)*

The increasing consumption and relatively flat production capacity caused increasing

dependency on importing oil resources in order to meet its demand.® For instance,

8 Economic Survey of India, OECD October 2007 Policy Brief, p.1.
http://www.oecd.org/dataocecd/17/52/39452196.pdf accessed on 01.05.2012

% India Country Brief, CIA World Fact Book, https://www.cia.gov/library/publications/the-world-
factbook/rankorder/2001rank.html accessed on 01.05.2012 accessed on 15.10.2012

°! Report of the Committee on India 2020, Foreign Service Institute, New Delhi, Academic
Foundation, 2003, p.36.

%2 World Energy Outlook 2010, (Paris: International Energy Agency, 2010), p.105.
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India was the world's fifth largest net importer of oil which equals to its 70 percent of
consumption.** Most of the India’s oil needs are provided by the Middle Eastern
countries.” India’s natural gas need increased in last decade as well. Although
India’s natural gas production has increased, demand outstripped the supply and
country became a net importer of natural gas since 2004.%® India's natural gas import
is expected to increase in the next years.?’ India has focused on a number of import
schemes including both LNG and pipeline projects in order to meet its increasing

demand.®®

However, the most important problem for India’s energy security is that 90 percent
of its energy imports comes either from offshore fields or from across the sea that is
under the threat of disruption.® Indian Ocean is one of the determining causes for
India to be interested in Central Asia because India’s energy need is met through
transported energy resources imported by seaways from mostly Middle East. In
addition to the dependency on imported oil from Middle East, India’s long rival
China is perceived as a threat by Indian policy makers. China’s economic
development resulted in maritime improvement which aims to secure China’s energy
routes in the ocean. China’s growing interest and influence from the South China Sea
through the Indian Ocean to the Middle East is described as the String of Pearls

strategy which aims to expand China’s strategic depth in India’s backyard.’® As

% India Country Analysis Brief, US Energy Information Administration (EIA),
http://www.eia.gov/countries/country-data.cfm?fips=IN accessed on 15.10.2012
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% “Freedom to Use the Seas: India’s Maritime Military Strategy”, Integrated Headquarters, Ministry
of Defence, (Navy), 2007, p.46. http://www.scribd.com/doc/31917366/India-s-Maritime-Military-
Strategy accessed on 01.05.2012
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India becomes more dependent on imported oil for its rapidly developing economy,
India began to worry about the Chinese military power projection capabilities to
control the shipping routes from Persian Gulf to Malacca Straits.'* The ability of
Chinese navy to control Indian Ocean energy routes makes India more vulnerable.'®
For most strategists, China’s position in the Indian Ocean aims to encircle India in
order to make her close off its control of sea lanes and provide the Chinese military a
jumping-off point for attack during a conflict.'® Indian policy makers are worried
about that whether the US dominance in the Indian Ocean can pass into China’s hand
in the next decades. China is viewed as an emerging naval threat in the Indian Ocean.
Due to strategic concerns about the fear of being encircled by China, '* India’s
endeavors to engage in Central Asian countries to prevent a possible Chinese control
on oil and gas transfers can provide significant leverages. India and the US both
agree upon that north-south corridor is a more secure way to transport oil to India
instead of Indian Ocean which China poses potential threat against the US naval
domination. If the stabilization of Afghanistan can be achieved by the US, the
possible oil and natural gas pipelines will be transported through a more secure way

free from Chinese influence.

Under such conditions, in the south, India that imports most of its energy needs
through sea routes could be disrupted by China. In the west, Iran is under intense
pressure by the US. It is given that India does not have any pipeline project that
could link Central Asia like China has with Kazakhstan’s oil and Turkmenistan’s

gas. Therefore, establishing strong links with the Central Asian states can be

101 Harsh V. Pant, “China and India: A Rivalry Takes Shape”, Foreign Policy Research Institute, June
2011, p.3. http://www.fpri.org/enotes/201106.pant.china_india.pdf accessed on 01.05.2012
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india.pdf accessed on 01.05.2012
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beneficial for India in order to diversify its energy routes. In the following part | will
examine how India works on developing its relations with each of the Central Asian

countries concerning energy security.

Since the demise of the Soviet Union, Central Asia was seen as new lebensraum for
India following the Soviet withdrawal. Central Asian countries were also keen to
establish firm diplomatic and economic relations with powerful and effective
countries to counterbalance the role of the Russian Federation as well as a strategic
ambition in the north to seek access to the warm waters of the Indian Ocean.'®®
India’s current Minister of External Affairs Pranab Mukherjee identifies that “the
nurturing of a web of cooperative energy security networks in Central Asia as a

primary goal of Indian foreign policy.”%

In the same way, in the International
Conference on “Cooperative Development, Peace and Security in South & Central
Asia on March 01, 2009 in Kolkata-India, Pranab Mukherjee stated that
In the area of hydrocarbons, there is a meshing of interests between India
and other countries of South Asia as consumers and countries such as

Turkmenistan, Uzbekistan and Kazakhstan as suppliers.'%’

The diplomatic relations between Kazakhstan and India officially established in
February 1992. After the establishment of diplomatic relations, Kazakhstan
President Nursultan Nazarbayev visited in the same month which opened a new
phase for the two countries relations. India was the first countries outside the CIS

region that Nazarbayev visited after Kazakhstan’s independence.'® Since the
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initiation of the diplomatic relations, the energy cooperation has expanded between
the two countries. Indian energy companies including Oil and Natural Gas
Corporation (ONGC) began to have an increasing presence in Kazakhstan’s energy
sector since the beginning of the 21" century. ONGC-Videsh Ltd. owns a 25 percent

109 and 10 percent in "Kurmangazi" project.110 The

stake in the "Alibekmola™ project
Alibekmola field is located in the western part of Kazakhstan, south of the city of
Aktobe.'™ The Kurmangazy field is the least developed of Kazakhstan's oil field
projects.**? With the support of the Indian state, state-owned oil and gas companies
have begun to seek investment opportunities and look for acquiring assets in the
Tengiz and Kashagan oil fields as well as the Kurmangazy and Darkhan exploration
blocks in Kazakhstan.'*® In addition to the commercial energy cooperation, both
sides officially established a Joint Working Group to develop a comprehensive plan
for involving India in Kazakhstan’s diverse oil and gas projects.'** However, in
2005, PetroKazakhstan which was one of the biggest oil companies in Kazakhstan
was purchased by China’s CNPC after an intense bidding competition that outbid
India’s ONCG.'® In 2008, India’s vice President Hamid Ansari’s visited
Kazakhstan. After the visit Kazakhstan Prime Minister stated that “The task set for

our governments is to put favorable conditions in place to facilitate cooperation. We
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need to ensure greater involvement of Indian companies in the Kazakh energy
sector.”**® India continues to invest in oil and natural gas projects and sign strategic
cooperation agreements. A good example for such an agreement is 2010 agreement
between the Indian state-owned oil and gas company ONGC and Kazmunaygaz on
concerning the purchase of a 25 percent stake in the Satpayev Oil Block in the

Caspian Sea.™’

According to this deal, entire exploration in Satpayev Oil Block is
funded by ONGC."® A month later from this agreement, Indian Prime Minister
Manmohan Singh and Kazakh President Nursultan Nazarbaev agreed on the "Road
Map" for 2011-2014 to strengthen the strategic partnership between their two

countries including energy. **°

India’s effort to take part in Kazakhstan’s energy sector is important for both sides.
The recent bilateral agreements and India’s appetite to increase its presence in
Kazakhstan’s energy sector serve for India’s role in the region by diversifying energy
resources and also serve for Kazakhstan’s multifactor foreign policy objectives.
Since Kazakhstan attempts to diversify its export countries, Russia is not the only
country to export its oil anymore. China is the most important competitor in
Kazakhstan against India in addition to Russia. China’s presence increased in
Kazakhstan’s energy sector in recent years. Thus, India has intensified its efforts to
build an oil pipeline through Afghanistan."?° Therefore, India can be more active in

Kazakhstan’s oil resources in next decade. India’s efforts to build pipeline from
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Kazakhstan will inevitably lead to an escalation of the competition among India,
China and Russia over Kazakhstan in particular and in the region in general.

Turkmenistan is a very important country for India in terms of its natural gas
reserves as well. Thus, Turkmenistan constitutes an important part of India’s energy
policy. India’s natural gas export increased in recent years. It is stated that “India’s
dependence on import of natural gas is expected to almost double in nearly two
years and tenfold by 2030.”*# In this respect, India will need much more gas than
today in the very near future. Thus, India began to show interest in Turkmenistan-
Afghanistan-Pakistan-India (TAPI) pipeline in order to meet its needs. TAPI pipeline
project is an important issue for India’s energy security strategies from the North.
TAPI pipeline project consists of Turkmenistan, Afghanistan, Pakistan and India. It
was proposed and supported by the Asian Development Bank in 2002.% The 1700
kilometer-long TAPI gas pipeline is proposed to deliver 30 billion cubic meters of
Turkmen gas per year into India. This pipeline will be constructed by an international
consortium of national oil companies of the participating states. It is estimated that it
will cost 7.6 $ billion.*® The US is one of the countries that support the TAPI project
despite not being one of the regional states. However there are some obstacles in the
region. First one is the Taliban-controlled regions in Afghanistan. The second one is
Pakistan's troubled border region. Taliban forces have not been completely removed
yet. With the lapse of time, The Taliban soldiers have fled to Pakistan and re-
organized themselves against Afghanistan and against the International Security
Force (ISF). In addition to this war, Taliban forces are still very active on the
pipeline route. This is a one major problem that makes India very concerned about
the TAPI’s future and pipeline’s physical security. Another threat comes from the
historical problems between Pakistan and Afghanistan. The Pashtun region where

TAPI pipeline route goes through is a problematic region between two countries.

121 India's dependence on natural gas import to double in two years, January 13, 2012,
http://mww.eai.in/360/news/pages/2953 accessed on 01.05.2012

122 Geoffrey Kemp, “The East Moves West: India, China and Asia’s Growing Presence in Middle
East”, Brookings Institution Press, 2010, p.170.

123 Geoffrey Kemp, Op.Cit., p.170.

30



Afghanistan still claims the Pashtun territories and do not recognize the Durand Line
as an official border between Afghanistan and Pakistan.'** For India, Durand line has
always been a problematic issue as well. India and Pakistan have accused each other
of not helping with the peaceful resolution of this border issue. However, for today,
Pakistan is too weak to confront India directly, Pakistan needs to avoid isolation and
maintain international engagement at all costs. In particular, it constantly seeks US
protection, which it has never been able to formalize through a bilateral treaty.”*?
Pakistan needs the US presence in Afghanistan to balance India’s weight. That’s
why, Pakistan strongly support TAPI pipeline project to maintain the current but
delicate balance. Richard Boucher, the US Assistant Secretary of State for South and
Central Asian Affairs, said in September 2007:

One of our goals is to stabilize Afghanistan, so it can become a conduit and a
hub between South and Central Asia so that energy can flow to the south . . .
and so that the countries of Central Asia are no longer bottled up between
two enormous powers of China and Russia, but rather they have outlets to the
south as well as to the north and the east and the west*?°

A vyear later from this comment, Afghanistan announced its new National
Development Strategy for 2009-2013 in July 2008. This document claimed that

Afghanistan, a landlocked country, has the potential to operate as a bridge
between Central Asia (it borders Turkmenistan, Uzbekistan and Tajikistan)
to... If Afghanistan is able to perform this role, it will bring significant
potential benefits for the entire region, linking energy-rich Central Asia with
energy-gjzgficient South Asia and landlocked Central Asia with warm water
ports...
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Needless to say, India is eager to materialize the TAPI pipeline project after the
realization that the IPI pipeline is “impossible” to be materialized without a change
of regime in Iran with a friendlier one. In fact, IPI project aims to bring Iranian gas to
energy hungry India though Pakistan. This pipeline is also called “Peace Pipeline” in
terms of solving the long standing problems among the members.*?® However, Iran is
under the embargo of the US in both economic and political way. Due to the US
economic embargo, making investment in Iran and related projects concerning Iran is
very hard to realize for the time being. IPI pipeline project is strongly supported by
Russia. Pipeline through India would enable Iranian gas to flow to India instead of
Western markets that is largely dependent on the Russian natural gas. If India’s
needs are met by Iranian natural gas, Central Asian countries are more unlikely to
become the reserves that can meet India’s demand. Thus, the realization of IPI

project will take a much longer time than expected.

Despite the security concerns of the participating countries, they did not hesitate to
sign formal agreements to buy natural gas from Turkmenistan on April 2008.
Following this formal agreement in 2008, the US Assistant Secretary of State
Richard Boucher paid a three days visit to Turkmenistan to talk about wide range of
cooperation issues including energy cooperation.’”® With the help of the US, an
intergovernmental agreement was signed between Turkmenistan, Afghanistan,
Pakistan and India on December 2010 on natural gas which is planned to take effect
in 2015.%%° On January 25, 2012, the Federal Minister of Petroleum and Natural Gas
of Pakistan Asim Hussain and his Indian counterpart Jaipal Reddy agreed to have a

uniform transit fee to import natural gas from Turkmenistan.*** According to the
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agreement, India will pay a transit fee to Pakistan and Afghanistan to import 38 cubic
meters gas per day through TAPI while Pakistan will pay a transit fee to only
Afghanistan.**? Secretary of State of the US Hilary Clinton cleared the support of the
US to TAPI pipeline and stated that “The United States strongly supports the idea of
construction of the Turkmenistan-Afghanistan-Pakistan-India (TAPI) gas
pipeline”**® during the hearings of the subcommittee of Appropriations Committee of
the US House of Representatives.

With the realization of the TAPI pipeline, India will be connected with
Turkmenistan.  TAPI will make India more dependent and sensitive to
Turkmenistan’s politics and the stability of the regime as other importing countries
such as China and Russia are. Thus, India will be more sensitive about the China’s
and Russia’s relations with Turkmenistan. When TAPI project is completed, there
will be a pipeline from India to Turkmenistan which could be lengthened up to
Uzbekistan and Kazakhstan. These countries give additional gas for Turkmenistan-
China gas pipeline as well. In this respect, TAPI project is an important for India to

open a door into Central Asia.

Since India’s energy need has increased considerably, India’s perception of Central
Asia began to change along with its new energy perspective. China’s aggressive
search for energy has also contributed to the changing perception of India’s energy
policy for Central Asian countries. India’s concerns about encirclement by China in
the Indian Ocean accelerated India’s quest for alternative energy sources in Central
Asia. In this regard, Kazakhstan’s oil and Turkmenistan’s gas with pipeline projects

can provide important leverages for India’s energy security strategies.
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CHAPTER 5

THE UNITED STATES OF AMERICA

Globally, China is increasingly active in striving for energy security in ways
that portend direct competition for energy resources with the United States.
This is producing a possibility of conflict between the two nations.

US-China Commission, 2005 Report to Congress ***

Historically, the US foreign policy and national security are generally built on

geopolitical and long term strategies. During the 20™ century, the US foreign policy

concerned mostly with geo-political and geo-strategic strategies to deal with the

socialist expansion. With the end of the 20™ century, a new security concept began to

dominate the world politics. This energy based security concept claim that global

dominance is closely connected to with the controlling of energy resources. These

changes in world politics cover most of the foreign policy objectives of the US in the
21"century. As President Obama stated on March 30, 2011

We cannot keep going from shock to trance on the issue of energy security,
rushing to propose action when gas prices rise, then hitting the snooze button
when they fall again. The United States of America cannot afford to bet our
long-term prosperity and security on a resource that will eventually run out.
Not anymore. Not when the cost to our economy, our country, and our planet
is so high. Not when your generation needs us to get this right. It is time to do
what we can to secure our energy future.'*®

The dissolution of the Soviet Union and the end of the cold war paved the way for a

new world order in world politics. In parallel with the power vacuum in post-Soviet
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areas, the US interests in Central Asia and its energy resources have increased over
the years. The US supported the peaceful disintegration of these countries from
Soviet authority.**® Following the collapse of the Soviet Union, these states were
recognized by the US respectively. Newly independent Central Asian states were
politically open to Turkey’s and Iran’s regional influence.’®” However, it was a
minor challenge for the US in the region. The real challenge occurred after a year
later following Putin’s coming into power in Russia and 9/11 which has radically
changed the Central Asian politics. 9/11 attacks resulted in the US intervention in
Afghanistan and establishing of military bases in Central Asian countries. With the
presence of the US soldiers in Afghanistan and establishing of a permanent US base,
Russia and China became worried over their dominance in Central Asia. The US
under-Secretary of State for Eurasian Affairs Elizabeth Jones remarked on 13
December 2001:

In what only a decade ago was the Soviet Union, the United States now has
thousands of military personnel working alongside their Central Asian
counterparts... Our country is now linked with this region in ways we would
never have imagined before September 11...

As under-Secretary of State stated, the US has eventually become important actor in
the region after the intervention. However, Central Asia also became a focus point
for other great powers not just for the US. Because, thanks to its geo-strategic
position, Central Asia can provide huge and untapped natural resources for the West,
Russia, India and China.*®® In this respect, the main purpose of the US foreign policy
in Central Asia is to prevent any political rapprochement in the region on one hand,
and to ensure the security of the region for the US energy companies on the other
hand.** Therefore, it could be said that there are two major objectives in the region.

First one is political and second one is economic.
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The political objective of the US in the region is well defined by Brzezinski.
According to him, Central Asia is seen as “chessboard” which requires that the US
should have an interest in Central Asia and preserve the delicate balance to prevent
that no other challenger emerges as a great power in world politics.*® Brzezinski
established a link between the US presence in Central Asia and the US dominance in
world politics. According to him the duration of the US presence in region will be
main keystone of the world order. The US Defense Planning Guidance for the Fiscal
Years 1994-1999 supports Brzezinski’s thoughts:

Our first objective is to prevent there emergence of a rival that poses a threat
on the territory of the former Soviet Union. This is a dominant
consideration...and requires that we endeavor to prevent any hostile power
from dominating a region whose resources would, under consolidated
control, be sufficient to generate global power...Qur strategy must now
refocus on precluding the emergence of any potential future global
competitor.***

The position of the US companies in the Central Asian energy sector is as important
as its political objective in the region because political objectives adheres economic
objectives in the new world order. The acting Secretary Strobe Talbott in his address
at the US-Central Asia Business Conference in 1994 proved this objective:

Central Asia is a gateway to three regions that are of great strategic
importance to the United States: To the east lie China and the rest of Asia; to
the south lie Iran, Afghanistan, and the Islamic world; to the west and north
lie Russia and Europe. Moreover, in its own right, Central Asia is a region of
vast natural and human resources offering the potential for the prosperity of
its own people and benefits for American entrepreneurs with the foresight to
do business there..The Administration wants to be sure that American
business is competitive in Central Asia — that we don’t lose in the global
competition with Japan, Germany, South Korea, the People’s Republic of
China, Turkey, Pakistan, and Iran — all of whom have begun serious efforts to
develop business ties to the region.*?
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Following the collapse of the Soviet Union, the US established closer links with the
Central Asian states. In parallel with the US-Central Asian countries’ rapprochement,
the US energy companies acquired important economic opportunities in
Turkmenistan and Kazakhstan. These countries were technically underdeveloped and
needed a great amount of investment to support economic and political independence
particularly from Russia. The capabilities of the US companies such as Chevron,
Exxon and Amaco penetrating into the Turkmenistan and Kazakhstan’s market were
important.*** Unlike the US energy companies, Chinese, Indian and Russian energy
companies were not financially powerful enough to invest on energy projects in

Central Asia during the first years of independence

Since the beginning of the 21th century, it has been debated whether the US is such
an important power that embodies military, economic, technological, and cultural
components which produce decisive global political clout. However, the power and
the influence of the US in world politics began to be challenged especially in last
years by other major actors such as China and Russia. Since currently Chinese and
Russian energy companies have more financial opportunities to offer to Central
Asian energy sector, this challenge has become clear in Central Asia. In order to
overcome this challenge, the US has tried to regional dominance on Central Asia
because of the fact that controlling energy resources is one of the important
determinants of world dominance. The US basically aims to control the oil and gas
reserves of the regions and to secure the energy transportation line in Central Asia.
Although the US is not a direct consumer of Central Asia’s oil and natural gas
production, she, as a global great power, needs to protect world economic order
which is mostly based on the sustainability of natural resources such as oil and
natural gas. It is a well-known fact that China, India and other developing countries

are very dependent on the oil and natural gas today as well.
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An example could be given to illustrate the latest situation in the US energy market.
For instance, in 2005, in terms of domestic oil consumption, the US imported 67
percent of its oil supply, and the share remained above 60 percent in 2009.1*> At the
same time, the financial expenditure for imported oil has become conspicuous after
the post-2008 financial crises due to the fact that the US paid nearly $1.7 trillion for
foreign oil, a total equal to 30 percent of its cumulative trade deficit between 2000
and 2009.* It is anticipated that the oil consumption of the US will be roughly the
same in 2020.*" By the 2020, in the US, two of every three barrels of oil that is used
in gasoline and heating will be imported from foreign countries.**® Therefore the US
energy security is directly related to the security of major oil supply routes and the
security of the source country as well. A possible petroleum shock could be
devastating for the US economy as well as for the US global role in world politics.
During the East Asian Crisis in 1997-1998, the US intervention in Afghanistan in
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2001, Venezuelan unrest in 2003 and the Irag War in 2003, Arabian Spring in 2011
caused the increasing of world oil prices.'*® Therefore any international intervention
or event that endangers international security and stability could be costly for the US
energy security.

Thus, any challenger that would be eligible to challenge the US’ supremacy in the
near future by controlling Central Asian energy resources can be very threatening to
US dominance in world politics. For this reason, the United States has tried to avoid
the emergence of any potential power that is also dependent on these energy
resources by controlling the transportation routes. The US has developed different
policies towards Kazakhstan and Turkmenistan in order to ensure the security of the
energy routes and prevent any challenger to its power. The US focuses on the
alternative pipeline projects from Kazakhstan and Turkmenistan through the west in
order to prevent Russia’s dominance and to support India’s role in these countries

while attempting to wipe China out of the region.

As the only great power of the new world order, the US is very interested in the
uninterrupted supply of energy resources all around the world. It is essential to
diversify these resources to sustain its position. However the position of the US is not
strategically superior on geopolitical areas that are rich in energy resources. Other
great powers such as China and Russia have geographical superiority over Central
Asian states which hold very important and untapped energy resources. In this
respect, Kazakhstan is a strategic country among other Central Asian states because
of the fact that Kazakhstan has one of the largest oil reserves in the world total.**®
Kazakhstan has the second largest oil reserves as well as having the second largest

oil production among the former Soviet republics after Russia. The country has also
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large reserves of natural gas which has been increasing in recent years.™! Thus
Kazakhstan’s oil reserves can help the West to decrease its dependence on Middle
East’s oil. The most important advantage of Kazakhstan is not being one of the
OPEC members since Kazakhstan can pursue its energy policies without any
collective administration such as OPEC. The country is free from the decisions made
by a higher organization. In addition to this, Kazakhstan is more stable in terms of its
internal dynamics compared to the Middle Eastern or other Central Asian countries.
Thus, the sustainability of energy supply for the world market is more likely to be
provided by Kazakhstan. However, Kazakhstan is not totally free from interference
of the neighboring countries. First of all, Kazakhstan is a former-Soviet country that
has a great number of Russian minorities. Thus, Kazakhstan and Russia have close
relations that cannot be easily substituted. In addition to the cultural and historical
ties, Kazakhstan has a very long border with Russia. So the US presence can never
be accepted by Russia in her near abroad. Kazakhstan’s geographical proximity to
China is also important for the US. China’s attempt to import oil and natural gas
from Kazakhstan through bypassing Russia is strategically important for the US.
China’s attempts to prevent the US dominated seaways for importing energy by

using overland routes can diminish the US position on China’s energy policies.

The Caspian Sea is another part of the US energy policy for Kazakhstan in the
region. One of the US foreign policy priorities support bringing the Caspian oil and
gas into the world energy market. Since Kazakhstan has become one of the important
oil exporters in particular to China and Russia, it has become an important area for
the US foreign policy. The US position in Kazakhstan is challenged by Russia and
China in recent years. During the first years of independence, FDI for Kazakhstan

energy sector was dominated by the United States. ** In 2009, Kazakhstan received
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US$19.5 billion in FDI, almost seven times greater than what it was in 2000.™* The
US foreign direct investment in Kazakhstan constituted 76 percent of total foreign
direct investment in 1993 while in 2002, 41 percent of the total foreign investment.***
According to the Kazakh statistics, the US percentage of FDI decreased whereas
Chinese and Russian FDI have increased.’®® Considering that “United States is

heavily dependent on continuing inflows of foreign investment...”™° it is not
surprising that China’s and Russia’s economic and political power increased while

the US position weakened in last years.

Although Kazakhstan does not have problematic foreign relations with her
neighbors; Kazakhstan’s foreign policy is based on a very delicate balance between
these great powers. The most important thing for Kazakhstan is to sustain her
economic development and increase its living standards. Thus, Kazakhstan’s
government has attempted to maximize her economic benefits from the US, Russia,
India and China without disturbing the balances among them. Both great powers
Russia and China have significant neighbors in terms of military capabilities and
economic power. Kazakhstan managed to deal with four great powers by maintaining
good relations with all and not pitting them against one another. Kazakhstan is
conscious of the importance of preventing conflicts among these powers. Kazakhstan
seeks well-balanced relations with US, China, India and Russia. In this respect,
Kazakhstan has never hesitated to develop wide range of ties with these countries.
According to Kazakhstan’s foreign policy priorities, good relations with China and
Russia could prove a useful leverage against the US political and military influence

in Central Asia.™®" In short, Kazakhstan uses its energy resources to achieve its own
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national goals by benefiting from the competition among the US, India, China and
Russia. These great powers are seen as leverage against each other to sustain
Kazakhstan’s own economic growth and political stability. As the importance of
energy increases and investment of these great powers rises, concerns about

Kazakhstan energy sector can attract attention.

For the US, Kazakhstan’s partnership is important in terms of its energy resources
which provide a huge opportunity for the US energy companies. That’s why; Chinese
investment in Kazakhstan has been followed cautiously by the US. According to the
latest statistics, China has invested billions of dollars for the oil and gas projects of
Kazakhstan’s energy sector in very recent years. These are very major and strategic
projects for China’s energy security. In contrast to China or Chinese firms, some US
energy companies have been discouraged in recent years by the Kazakh government
in terms of terms, taxes, and fines in order to balance the US position.**® Due to
global financial crises, Chinese investment has been welcomed by Kazakhstan and
China appears to gain a stronger position in the region.**® This situation can be
sensitive for the US foreign policy towards Kazakhstan in particular and Central Asia
in general because with the pipeline projects and acquisition of oil and gas assets,
China’s and Chinese firms’ impacts on Kazakhstan’s foreign policy increased.
However, the US is unable to preserve this balance in the last decade. Kazakh
Minister of Energy and Mineral Resources Sauat Mynbayev clarified this changing
balance as such “China held a 50-100 percent stake in 15 companies working in

Kazakhstan's energy sector.”®°
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In the field of energy security, the US and EU have a common approach.’® In this
respect, the US and EU decided to establish a council which was designed to bring
together all key actors working on energy issues on both sides of the Atlantic.**? This
council adopted some objectives. The first two objectives are as follows: “to support
action to make energy markets stable, reliable and transparent, particularly in oil
and gas...” and “to promote the modernization of existing infrastructures wherever
necessary and the diversification of energy routes and sources, including the
Southern Corridor to Europe, in order to achieve enhanced global energy
security.”*® Therefore, the US and EU share a similar vision about the Southern
Corridor which extends to Central Asia. Trans-Caspian pipeline project is one of the
important steps in order to realize this vision because Trans-Caspian pipeline will
supply gas from Central Asia through Nabucco pipeline. The EU and the US share a
similar interest in the Trans-Caspian pipeline system, which was initiated by the US
and supported by the EU under its Trans-European Energy Networks initiative.®*
The EU and the US supports Kazakhstan’s participation in the Trans-Caspian gas
pipeline which connects Caspian coast of Kazakhstan and Baku. By the completion
of the project, TCGP will be connecting with South Caucasus gas pipeline which
runs from Baku through Erzurum (BTE). Although the US and the EU attempted to
persuade Kazakhstan to support Trans-Capsian gas pipeline, Kazakh officials made
contradictory statements about providing gas through other pipeline. Kazakhstan’s
Deputy Energy and Mineral Resources Minister Aset Magaulov stated at the Euro-
Atlantic Partnership Council Security Forum in June 2009 that Kazakhstan did not
have a surplus of gas that it could send through the pipeline.*®® On October 2009, the
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Kazakh Ministry of Energy reiterated that “the main problem for our country is the
limited availability of gas” because of the existing contracts for projected gas
production.*® Kazakhstan may become a supplier for the pipeline if gas production
exceeds expectations, but Kazakhstan cannot transport any gas via a pipeline until

the legal status of the Caspian Sea is resolved.*®’

The EU invited Kazakhstan to take part in the Trans-Caspian Gas Pipeline Project. In
September 2011, the EU Council approved the mandate given to the European
Commission, to negotiate an agreement for the legal framework for a Trans-Caspian

gas pipeline.'®® European Union Energy Commissioner Guenther Oettinger said that

This pipeline will become a very important contribution to the development of
the Southern Gas Corridor. Not many people know that this is the first time
the has EU suggested signing an international contract aimed at supporting
an infrastructure project. It shows how important the project and cooperation
in the region are important for the EU and all its 27 member states. We will
welcome corresponding participation of Kazakhstan in the Southern Corridor
in the future.'®®

This common vision and joint activities of the EU and the US over energy security
contributes to the US position in Kazakhstan in Central Asia. However even this
cannot help the US falling behind China and Russia in recent years. For example, the
US energy companies cannot take part in energy projects like it used to do during the
first years of the collapse of the Soviet Union. The new pipelines projects originating
from Kazakhstan or pipeline projects that Kazakhstan participate do not promote the
Southern Corridor as the US desired. Putin’s Russia is one of the most important
figures on Kazakhstan’s position in these pipeline projects. Similar to Russia’s

increasing role in Kazakhstan’s energy policy, China managed to secure oil and
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natural gas deals through the Central Asia-China natural gas pipeline and
Kazakhstan-China pipeline while the US was not able to do so since the Baku-
Thilisi-Ceyhan and Baku-Thilisi-Erzurum pipelines.

With the collapse of Soviet Union in 1991, Turkmenistan became independent just
like Kazakhstan. Saparmurat Niyazov who was the chairman of the Supreme Soviet
became the first president of the country with the 98,3 percent of the votes.'”
Saparmurat Niyazov was an authoritarian leader. Turkmenistan’s authoritarian
regime was based on Niyazov’s personal cult, calling himself Turkmenbashi (the
father of all Turkmens).!”* Being internationally neutral from the international
system strengthened the authoritarianism at the domestic level. This situation was
also supported by the country’s energy reserves. Turkmenistan’s energy resources
reinforced Niyazov’s position and paved him the way for maintaining his strong
position. Turkmenbashi Niyazov died in late 2006 and a new election was conducted
and Gurbanguly Berdymukhammedov was elected as the new president on 11
February 2007.

There were major changes in Turkmenistan’s foreign policy under Gurbanguly
Berdymukhammedov particularly concerning Turkmenistan’s energy policy. One of
the important approaches adopted by the new Turkmen leader coincides with the US
foreign policy in Central Asia and Caspian region. Former President Niyazov was
not as much willing to open Turkmenistan’s resources to the outside world in
comparison with Berdymukhammedov. In a meeting of the Organization for Security
and Cooperation in Europe (OSCE), Turkmenistan's President Gurbanguly
Berdymukhammedov stated that “gas supply to Europe is the most important aspect
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of Turkmenistan's foreign policy and added that “The trans-Caspian pipeline
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system is thus an important project that demonstrates Turkmenistan's readiness for
mutually beneficial cooperation with all interested parties.”*’® Trans-Caspian natural
gas pipeline was firstly introduced during a formal visit of Turkmenbashi to US in
1998.1™ This project was strongly supported by Azerbaijan, Georgia and Turkey as
well. Trans-Caspian Gas pipeline project was part of a bigger plan which was called
“Multiple Pipeline Strategy” and was initiated by the US and intended for energy

rich post-Soviet states.!”

With the help of Trans-Caspian Gas pipeline project,
political and economic pressure of Russia and Iran over Turkmenistan would have
decreased.'”® In 1999, the pipeline project was calculated as 2,5 billion US $ worth
and as the US committed to support to fund the pipeline construction, Turkmenistan,
Azerbaijan, Georgia and Turkey signed an agreement to start the gas export to
Turkey in 2002.*"" It was planned that Trans-Caspian gas pipeline would have
transport about 30bcm natural gas to western market.*® It was designed to break the
monopoly of Russia in the natural gas market and to circumvent Iran to enlarge
international gas pipeline.*’® However, by 2000, the possibility for the realization of
the project began to lessen due to no buyers, no suppliers, no financing and no

agreements on the legal status of the Caspian Sea.*®

Azerbaijan’s new discovery in
Shah Deniz deposit in the Caspian Sea led the country to diminish her commitment

to the Trans-Caspian gas pipeline. Also Turkmenbashi declared to reduce
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Turkmenistan’s role in the project.’®* This situation paved the way for Russia to
promote the Blue Stream Project from Russia to Turkey that carries natural gas
through the seabed. The construction of the Blue Stream Project led to decrease in
the US’ efforts to promote the Trans-Caspian project.'®? Russia, taking advantage of
this situation, managed to secure a long-term agreement from Turkmenistan to export

its gas through Russia.

The death of Turkmen president in 2007 revived the Trans-Caspian gas pipeline with
the participation of Kazakhstan due to Russia-Ukraine gas dispute in 2006 which
Russia accused Ukraine for diverting its gas into EU without Gazprom’s permission
and rejecting the price increase asked by Russia.'®® The Russian-Ukraine dispute
continued in the following years. These disputes triggered the US to intensify its
efforts to promote the Trans-Caspian pipeline. Daniel Stein, senior advisor to the
State Department’s special envoy for Eurasian energy stated at an international oil
and gas conference in the Turkmen capital Ashgabat,

The producer countries, including Turkmenistan, should be able to make their

own independent choices regarding how they deal with energy resources, if

Turkmenistan and Azerbaijan agree on construction of such a pipeline, no

other country has veto power over that decision.'®*

Therefore, the US has not given up on the Trans-Caspian pipeline project yet. The
US will continue to give political support for Turkmenistan to take part in this

project.
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Another project that the US government supports in Turkmenistan is Nabucco
Pipeline Project which brings Turkmen natural gas into heart of Europe. Although
the natural gas will not flow into the US market, the diversification of Europe’s
energy resources is part of the general US strategy in the region. The importance of
the Nabucco pipeline for the US government is very high in terms of both European
and Central Asian politics.

Although the United States is neither a customer nor a producer of the
natural gas that will traverse the pipeline, steadfast American support over
many years has been instrumental in keeping Nabucco on the agenda and for
bolstering the confidence of partner countries.*®

The US position to Nabucco is clear. In 2009, a delegation which is headed by the
Under Secretary of State for Political Affairs William J. Burns is considered one of
the important strategic visits to Turkmenistan. During the press meeting on July 11,
2009 which took place in the Public Affairs Section of the US Embassy in Ashgabat,
Turkmenistan, a question about the Nabucco was answered by William J. Burns as
such:

We certainly welcome the President’s expression of interest in the Nabucco
Project. It seems to us to be very much in Turkmenistan’s interest to look at
diverse routes and to diversify its energy policies. Certainly American
companies, in our view, have a lot to offer in terms of helping Turkmenistan
develop its energy resources; not only in extraction, but in downstream
processing. So we think this is an area of considerable potential.**®

As William J. Burns indicated, the main point of US interest in Turkmenistan in
particular is to diversify energy routes from the Russian dominated pipelines. This
position also supports that the current capacity of Turkmenistan’s natural gas and oil
should be flow through the West instead of the East: China. Therefore major pipeline
projects are supported strongly by the US. The first one is the Nabucco project which

is anticipated to transfer 31 bcm natural gas from Turkmenistan to Hungary upon
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project completion. ¥ The construction will start in 2013 and the first gas flow will
be realized in 2017.”*®® Even though Nabucco project dates back to 2002, until now,
the main challenge was to find enough gas to fill the pipeline.'®® That’s why; the
feasibility of the project is often questioned because of the uncertainty related to
supply.**® In this perspective, the most crucial country is —of course- Turkmenistan.
Although Nabucco pipeline project has been on the table since 2002, it has never
been completely concluded due to inconsistent attitudes and commitments of
Turkmenbashi Niyazov. But new president Berdymukhammedov though made
commitments to support the Nabucco Project. In fact, the US is interested much in
the realization of the Nabucco pipeline due to latest supply crises between Ukraine
and Russia since 2005. That’s why the US government supports EU’s diversification
of energy supply from Russia.® The natural gas which will come from
Turkmenistan and Azerbaijan will enable the US position against Russia’s

dominance in Europe.

The US does not support any international project which includes Iran in the region
because of the fact that if Iran is supported by the pipeline projects, this may lead
Iran challenging the US dominance in the Middle East as well as in Central Asia.
While the US supports and attempts to convince Turkmenistan to fill the pipeline,
China has made considerable progress in the transportation of natural gas from
Turkmenistan including commitments to fill the pipelines with the amount of natural

gas that could not be produced in the near future. It is obvious that China attempted
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to prevent Turkmenistan from signing any other international agreements on natural
gas exports. The most important move towards this end was the Central Asian gas
pipeline project which was supported and financed by China. A year later when the
Nabucco pipeline was proposed in 2002, the Central Asian gas pipeline was offered
by China to Turkmenistan as the source country, Kazakhstan and Uzbekistan as the
participating countries. China was successful to guarantee the long term gas supply
from the source countries. Thus, Turkmenistan cannot be able to supply natural gas
to any projects unless new gas reserves are discovered. This situation curtails the
availability of the Turkmen gas in the near-to-medium term for the Nabucco project

and the other components of the Southern Corridor to Europe as the US desired.'#

Another project that is strongly supported by the US is The Trans-Afghanistan
Pipeline (TAPI) Project. The Turkmenistan-Afghanistan-Pakistan Natural Gas
Pipeline Project will be connecting Dauletabad fields on southeast Turkmenistan
with Afghanistan, Pakistan, and India.**® Within a short period of time after the start
of the Afghanistan war, participating countries met in Pakistan in 2002 to make the
necessary arrangements about the implementation of the TAPI Project. During its
first meeting in July 2002 in Ashgabat, the Steering Committee of the project
requested the Asian Development Bank (ADB) to take part in the development
process and to grant a regional technical assistance (TA) for feasibility studies of the
TAPL* It should be noted that the US is the largest shareholder of the Asian
Development Bank.'*> The US efforts to realize TAPI will be supported by many

organizations and through wide range of financial tools. TAPI gas pipeline project is
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expected to transfer 30 billion cubic meters of natural gas annually from the
Dauletabad fields in southeast Turkmenistan to Pakistan, Afghanistan and possibly
India.’®® As General David H. Petraeus indicated:

Sound strategy demands the use of all the instruments of power. This vision
for Afghanistan and the region makes a compelling case that transport and
trade can help restore the central role of Afghanistan in Central Asia. By
once again be-coming a transport hub, Afghanistan can regain economic
vitality and thrive as it did in the days of the Silk Road.®’

The potential importance of the TAPI pipeline to send Turkmen gas to India is more
than it looks. Through this project, it is expected that Turkmen natural gas will
promote positive relations among between Afghanistan, Pakistan and India. TAPI
pipeline will not only be useful for diversifying Turkmenistan’s export routes but to
create a revenue for Afghan government about US300$ annually. It is expected to aid
in solving problems between Pakistan and India as well. If Pakistan and India have
friendly relations, Pakistan’s efforts to establish closer links with China will
diminish. Finally, Turkmen gas will help India to reduce their dependency on the
Middle East.®® The US sees the TAPI pipeline as “a convergence of interest” and
“magic glue” that supports peace building efforts among participating countries.**°
The TAPI pipeline will also enable India to recede from the Iran-Pakistan-India (IP1)
gas pipeline which proposes importing gas from Iran’s south Pars field to India. ®° In
this way, Iran will be isolated from the region and India will have Turkmenistan’s

natural gas.
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In conclusion, the US policy in Central Asia basically aims to support Kazakhstan
and Turkmenistan to improve their relations with the West while protecting their
sovereignty against Russia, to foster the US companies roles in energy related
investments, to promote Western energy security through diversified suppliers and to
oppose the building of pipelines that transit “energy competitor” Iran.?”* On the other
hand, Kazakhstan and Turkmenistan are both under strong pressure by Russia to use
existing pipelines and not to construct new pipelines. In fact, the Russia’s Institute of
Energy Strategy?® for 2007-2030 summarizes Russia’s foreign policy though Central
Asia as such; “Russian control over a large share of Central Asian gas needs to be
maintained.”® Putin’s achievements with Kazakhstan and Turkmenistan to supply
more oil and natural gas to Russia pose an obstacle for proposed oil and gas exports
through the BTC, trans-Caspian gas pipeline and Nabucco pipeline which is strongly

supported by the US.?%*

201 Jim Nichol, “Central Asia: Regional Developments and Implications for U.S. Interests”, US
Congressional Research Service, 19 September 2012, p.50.
http://www.fas.org/sgp/crs/row/RL33458.pdf accessed on 15.10.2012

202 The Institute of Energy Policy, (IEP) is a research institute working on development of Russian
Energy Strategy. A non-governmental, non-profit research institution, IEP was founded with the
objective of helping Ministry for Energy of Russia Federation develop a conceptually new version of
the Russian Energy Strategy.

203 | t Col Scott and G. Frickenstein, “The Resurgence of Russian Interests in Central Asia”, ASPJ,
Spring 2010, Air & Space Power Journal, Spring2010, Vol. 24 Issue 1, p.71.
http://connection.ebscohost.com/c/opinions/51826121/resurgence-russian-interests-central-asia
accessed on 15.10.2012
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CHAPTER 6

CHINA

The rise of China has been one of the heatedly debated issues in every sphere of
international relations. These apparent changes are visible from politics to economy
and from culture to military issues. After the 1990’s Chinese political and economic
system transformed itself to a unique capitalist model with communist political
governance. These steps were taken to integrate itself to the new world order and to
the region. Today’s China’s foreign policy which is based on regional security is
carried out on the global scale.?®® The foreign policy priorities of China are not just
based on national doctrines but on security and sovereignty concerns. China tries to
resolve these concerns by maintaining a balance of powers at both regional and

global level.

Especially after the Jiang Zemin, the general secretary of China’s communist party
between 1989-2002, economic development has become a key issue for Chinese
government. China’s GDP was 194,111,112,580 $ ranked 8" greatest economy in
1981, after 30 years, China’s GDP reached 7,298,096,609,545 $ ranked 2th greatest
economy following the US in 2010.2% It was projected that the momentum of the
Chinese economy can trigger political openings. Chinese political openings mostly
target with the countries or region with rich natural resources. One of China’s
priorities is to assure an adequate and reliable supply of energy at reasonable prices
while not jeopardizing its so-called “peaceful rise” and its foreign policy strategies.
Almost every survey or research about the future of China’s economy and its energy

demand projects that it will continue to increase in next two or three decades.

25 Bates Gill, “Rising Star: China's New Security Diplomacy”, Brookings Institution Press 2010,
p.21.

26 \World Bank Official Web Site, Indicator: GDP
http://data.worldbank.org/indicator/NY.GDP.MKTP.CD?order=wbapi_data_value_2011+wbapi_data
_value+wbapi_data_value-last&sort=desc accessed on 01.05.2012
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China is the world’s second-largest consumer of oil after the US and the second-
largest net importer of oil as of 2009. China’s oil consumption in 1980 was about
2000 thousand barrel/day, China’s oil consumption in 2010 reached to 10.000

thousand barrel/day.?”
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Figure 4 China's Oil Production and Consumption, 1990-2012%®

This graphic shows that China’s energy demand increased by five than what it was
three decade ago. In parallel to its oil consumption, China’s natural gas import
increased from being zero to 400 billion cubic feet. China’s natural gas graphic also

shows that China’s energy need will be more than expected in the years ahead.
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Figure 5 China's Natural Gas Net Exports and Imports®®
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298 S Energy Information Administration, Short-Term Energy Outlook, April 2011
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According to the BP statistical review of 2011 report, China’s share of global energy
consumption is 20.3 percent.?!® This is the world’s highest level and Chinese energy
consumption grew by 11.2 percent while China surpassed the US as the world’s
largest energy consumer.?*! China is expected to be leading country in energy

consumption in the next 20 years according to various projections.
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Figure 6 Energy Consumption in the US, China and India, 1990-2035 (Quadrillion Btu)**?

Chinese economic development is established on a delicate internal balances and
external alliances that provide strategic energy resources. However, these energy
resources are imported mostly from the Middle East and Africa. An important
strategic goal of China is to create additional energy resources by making long term
agreements and massive investments to enable stagnant resources. The sustainability
of energy transportation is in the forefront of China’s foreign policy due to the fact
that China is dependent on energy imports.

The Middle East remains the largest source of China's crude oil imports,
although African countries also contribute a significant amount. China
imported nearly 4.8 million bbl/d of crude oil in 2010, of which over 2.2

210 Bp Statistical Review of World Energy June 2011, p.2.
http://mww.bp.com/liveassets/bp_internet/globalbp/globalbp_uk_english/reports_and_publications/sta
tistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of world_energy_full_re
port_2011.pdf accessed on 01.05.2012
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million bbl/d (47 percent) came from the Middle East, 1.5 million bbl/d (30
percent) from Africa.”"®

Saudi Arabia and Angola were China's two largest sources of oil imports that

account for about one-third of China's total crude oil imports.”***

However, China’s
increasing needs for natural resources from the Middle East and Africa makes China
vulnerable to supply disruptions by seaways.?*® The political instability and long sea
lines of communication from the Persian Gulf to the Strait of Malacca can be sources
of the disruptions of China’s energy.

Sea lines of communications are vitally important because most of China’s
foreign trade is conducted by sea. Since energy provides the foundation of the
economy, China’s economic policy depends on the success of its energy
policy. Securing SLOCs for energy and raw materials supports China’s
energy policy and is the principal motivation behind the “String of Pearls. 216

The long sea lines of communication which is important for China has been under

the US supremacy.®*’

This unique position of the US made her an important deterrent
power and unrivalled military influence in world politics.?® Therefore, China
attempts to prevent the US from interdicting its energy supplies through the long sea
lines of communication in case of any conflict of interest. *° The increasing military
presence of the US on the sea lines of communication worried China’s decision
makers about the security of its oil supplies which has been shipped via Indian Ocean

and the Strait of Malacca. Although the Obama administration declared in a high-

213 Us Energy Information Administration, China Country Analysis Brief,
http://www.eia.gov/countries/cab.cfm?fips=CH accessed on 01.05.2012
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216 Christopher J. Pehrson, Op.Cit., p.5.

217 James Kraska, “How the United States Lost the Naval War of 20157, Foreign Policy Research
Institute Paper, Winter 2010, p.35. http://www.fpri.org/orbis/5401/kraska.navalwar2015.pdf accessed
on 01.05.2012

18 Op.Cit., p.36.

297 eszek Buszynski, “Emerging Naval Rivalry in East Asia and the Indian Ocean: Implications for
Australia”, Security Challenges, Vol. 5, No. 3, Spring 2009, p.74.
http://mww.securitychallenges.org.au/ArticlePDFs/vol5no3Buszynski.pdf accessed on 01.05.2012
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level the US and Chinese defense officials meeting that “We assured General Ma
and his delegation that the US does not seek to contain China. We do not view China
as an adversary.”??® In contrast to Obama’s statement, People's Liberation Army
Major General Luo Yuan stated that “The United States is laying out forces across
the Asia-Pacific region in advance to contain the rise of China.”??! This situation
reveals that the US has the ability to prevent China’s energy imports which go
through the straits of Malacca in case of conflict.

In this perspective, China has been interested in seeking for alternative supply routes
to prevent a possible US blockade on the long sea lines of communication. For
China, overland supply routes through Central Asia could be an important alternative
to diminish the vulnerability of energy disruption. The most important advantage of
Central Asian states is that overland supply routes are not directly subject to the US
military presence as being in the SLOCs. Thus, China has intensified its efforts to
diversify its energy resources in Central Asia and invested on many big pipeline

projects.

Among the Central Asian states, Kazakhstan is the most important country for China
in terms of its great oil reserves. China was one of the first countries that established
diplomatic relations with Kazakhstan in 1992. Since then, Kazakh-Chinese relations
have deepened in every sphere in particular to energy. By the late 90’s Kazakhstan
has become a crucial partner for Chinese energy security initiative in Central Asia.
This initiative has been strengthened by many investments in Kazakhstan’s oil and
natural gas sector and building one of the country’s longest pipelines. China’s efforts
to diversify its energy resources from Kazakhstan can result in bilateral ways. For
China, Kazakhstan’s oil resources can help to avoiding a possible the US

intervention in case of conflict and diversify Chinese supply routes. For Kazakhstan,

220 Michael Martina, “US seeks to reassure China on Australia military ties”, Reuters Dec 8, 2011
http://www.reuters.com/article/2011/12/08/us-china-usa-military-idUSTRE7B70BR20111208
accessed on 01.05.2012

22! Chris Buckley, “US military strategy aims to contain rise of China: PLA report”, Reuters January
11, 2012 http://www.chinapost.com.tw/asia/regional-news/2012/01/11/328689/US-military.htm
accessed on 12.07.2012
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China’s participation in oil and natural gas sector can help avoiding Russian pressure
in its energy sector. By this way, Kazakhstan sees China as a important partner to
counterbalance Russia and to gain political and economic leverage.

China’s energy companies have been interested in Kazakhstan oil and natural gas
since 1997. The most pre-eminent companies are China National Petroleum
Company (CNPC), China National offshore Oil Cooperation (CNOOC), the National
Oil and Gas Exploration and Development Corporation (CNODC). China’s first step
was the acquisition of Aktobemunaigas’s 60 percent stake by China National
Petroleum Cooperation (CNPC) in 1997.?22 CNPC managed to do this by offering
4.3 billion dollars and eliminating the Russian and the US companies.?? In the same
year in 1997, CNPC managed to purchase 51 per cent of Uzen field for $1.3
billion.?** In this purchase, CNPC managed to outbid many US companies as well.?*

In March 2003, British Gas Group in Kazakhstan had intension to sell its share in the
North Caspian Sea PSA (NCSPSA) to two Chinese companies, CNOOC and
Sinopec. NCSPSA is located in Kashagan field which is one of the world's largest oil
discoveries of the last forty years.?® North Caspian Sea consortium consisted of
KMG Eni, ExxonMobil, Shell and Total with a 16.81 percent share for each,
ConocoPhillips with 8.40 percent and INPEX 7.56 percent.”?’ Both Sinopec and
CNOOC would have 16.81 percent of the total stake in return for 1.23 billion dollars

however in May 2003, it was announced that this sale was pre-empted by five of the

222 China National Petroleum Corporation (CNPC) Official Web Site, Kazakhstan Country Brief
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North Caspian partners expect KMG Eni.?® It means that stakeholders were not
willing to allow China’s state oil companies to take part in the PSA. China’s
investment in energy sector in Kazakhstan was not welcomed. However, in same
year, CNPC managed to purchase the 25 percent stake in CNPC-Aktobemunaigas in
May 2003. With this agreement, CNPC increased its stake from 60 percent in 1997
to 85 percent in 2003. The Aktobemunaigaz Company currently controls one-seventh

of the total oil production in Kazakhstan.??®

In 2004, Sinopec managed to acquire
American First International Oil Company (FIOC) which established in Kazakhstan
in 1997.2° Sinopec’s purchase in Kazakhstan supported the position of CNPC. In
2005, CNPC announced that Petrokazakhstan’s total stake is bought by CNPC in
return for $ 4.18 billion.?** The most important competitor for China’s CNPC in this
sale was Indian state energy company ONGC (Oil and Natural Gas Corp). In August
2005, China National Offshore Oil Corporation (CNOOC) and China National
Petroleum (CNPC) signed a memorandum with the Kazakh state oil company
KazMunaiGas to develop the Darkhan field in the Kazakh area of the Caspian Sea.*
Following this agreement, CNOOC'’s officials stated that “Entering into this area has
long been one of CNOOC's strategic priorities of its overseas development.”®** Even
though Darkhan field has been on Indian state energy company ONGC’s agenda,

Chinese companies managed to avoid India’s participation in the field. With the help
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of the Chinese national energy companies, Kazakhstan became the second-largest
foreign base of production for the CNPC.%*

In addition to acquiring oil and gas fields, China attaches utmost importance to
constructing oil pipelines from Kazakhstan. China’s first step was “the Kazakhstan-
China Oil Pipeline”. This pipeline was important because it was the first oil pipeline
that transport from Central Asian countries. China was importing oil from
Kazakhstan by the railroad connection before the pipeline.?*® China’s first choice to
import oil by pipeline was Kazakhstan since Kazakhstan’s oil was not totally
exploited by the Soviet Union.?** The Soviet Union used mostly the energy resources
of Azerbaijan and West Siberia due to the fact that these were easily extracted from
the ground.?®” In contrast to Azerbaijan and Siberian resources, Kazakhstan’s wealth
was not totally exploited.?®® Kazakhstan-China Oil Pipeline runs from Atasu,
northern Kazakhstan to Alashankou in China’s northwestern Xinjiang province. It
was built as a joint venture of CNPC and Kazakhstan’s KazTransoil.?*° This pipeline
is important for Kazakhstan as well. Kazakhstan’s export routes were limited to
Russia before the Kazak-China pipeline. Thus it was first pipeline in terms of
diversifying its export route.?*® Kazakhstan is well aware of the fact that if China’s

position is strengthened in oil sector, there will be more opportunity for Kazakhstan
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against Russia to use as political and economic leverage.?*! The construction of the
Kazakh-Chinese pipeline which connects separate pipeline systems in the country
was financed by China.?*? China’s comparative advantage in financial issues against
Russia paved the way for Kazakhstan to diversify its export routes without bearing
its financial cost.

The Kazakh-Chinese oil pipeline was the first oil pipelines that connect China with
another state.”*® This pipeline will provide very important share of China’s total oil
import.?** China considers Kazak oil pipeline to “provide long-term, strategically
secure source of oil, rather than to meet urgent demand requirements.”** Kuen
Woon Paik, a researcher at Chatham House, written that the “new Kazakh pipeline is
small but it signals a real Chinese interest in trying to move away from Middle East
0il."#* It was a very strong indicator that China is trying to create an alternative
supply routes through Kazakhstan. Kazakhstan-China oil pipeline is an important
step for Kazakhstan as well. It is very important for Kazakhstan to divert its export
route apart from Russia. It means that Kazakhstan’s dependency on Russia’s
infrastructure to export its oil is diminished with the help of China’s finance. From
the Kazakhstan’s perspective, this will strengthen the bargaining position of the

country against Russia.

Another project is the Central Asia-China Gas Pipeline which is defined as “a grand
construction project that will in time resurrect the ancient Silk Route”?*’ by Kazakh

President Nursultan Nazarbayev. Central Asia-China Gas pipeline is the first long
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distance natural gas pipeline that connects three of five Central Asian countries with
the largest energy consumer, China. The Central Asia-China Gas Pipeline’s
construction began in 2008 and became operational in late 2009. This pipeline
originates from Turkmenistan which is the main supplier, running through
Uzbekistan and Kazakhstan to China's Xinjiang Uygur Autonomous Region to link
with China’s internal supply network. In July 2007, China and Turkmenistan have
agreed on to explore and develop gas fields on the right bank of the Amu-Darya
River which was the starting point of this pipeline.?*® In the same year, Chinese
government managed to make agreements with Kazakhstan’s KazMunayGaz and
Uzbekistan’s UzbekNefteGaz. According to these agreements, Turkmenistan will
provide 30 bcm natural gas for 30 years to China. In addition to Turkmenistan,
Kazakhstan and Uzbekistan will provide 10 bcm and 25 bcm natural gas in the years
ahead respectively. Following the completion of pipeline in late 2009, current
capacity has reached two thirds of total capacity in beginning of 2012.%* It is
expected that the Central Asia-China pipeline is scheduled to carry its total capacity
at the end of 2013. The Central Asia-China pipeline has dual line which is called
Line A and Line B. Line B became operational in 2010, a year after the inauguration
of line A in 2009. According to the latest agreements, a new line, line C, will be
completed in 2014 and began to be pumped in 2015.%°° This means that this pipeline

will increase its capacity in near future.

Central Asia—China gas pipeline takes very important place in the region. First of all,

it provides a significant share of natural gas for China. The demand of natural gas in
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China has increased radically in the last decade and the demand is expected to
continue to increase although at a lower growth rate.®®* Thus, this pipeline will
contribute to China’s energy security objectives in Central Asia. Due to the fact that,
Tajikistan and Kyrgyzstan are both unstable and geographically unsuitable for the
projected pipelines, Kazakhstan will continue to provide a safe house for China’s
pipelines in next years. For Kazakhstan, in addition to the diminishing the role of the
Russian dominant energy market and pipeline network, Central Asia gas pipeline
will enable strengthening Kazakhstan’s position against Turkmenistan and
Uzbekistan as well. Both countries will be more dependent on Kazakhstan to avoid
the Russian dominant energy politics and to counterbalance the US position with
China. For the US, there will be no sufficient amount of natural gas to western
markets by using western routes such as Trans-Caspian or Nabucco if this project’s
capacity continues to increase. There won’t be any available natural gas for India
either. It should be considered that China has made long term agreements with these
countries to supply a high amount of natural gas in the next years and this prevents
the US, India and Russia from making new agreements, building new pipelines or

filling up these pipelines in near future.

Turkmenistan is another important energy supplier in Central Asia for China.
Turkmenistan has large amount of natural gas reserves. Turkmenistan’s proved
natural gas reserves are 8.0 trillion cubic meters and 4.3 percent of world’s total
proved natural gas reserves.”? Turkmenistan is the fourth largest country in terms of
proved natural gas reserves following the Russian, Iran and Qatar.?*®
the latest research done by Gaffney, Cline & Associates (GCA), a UK based

independent audit firm, the South Yolotan-Osman and Yashlar fields in
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Turkmenistan contains the lowest estimate of 4 tcm, optimum 6 tcm and the highest
estimate of 14 tcm of gas.?®* These fields are sufficient to make Turkmenistan one of

the top producers of natural gas in the world.

During the era of Turkmenbashi, country’s energy resources mostly flowed to Russia
and most of the country’s resources operated by the Russian giant Gazprom. Niyazov
did not strive to divert Turkmenistan’s export routes expect for Russia. Thus, a
Russia dependent pipeline system made Russia to be influential on Turkmenistan’s

energy policy including prices.

China could not achieve a significant penetration into Turkmenistan until
Turkmenbashi Niyazov realized that Turkmenistan would not be able to sustain its
isolated position in 2006. According to some analysts “Turkmen President
Saparmurat Niyazov has grown increasingly unhappy with his country's role as a
natural-gas reservoir feeding Russia’'s ambition to reinvent itself as a 21st-century
energy great power.””® With the new policy, Niyazov visited China after 8 years
from his first visit which and paved the way for Chinese energy-related expansion
into Turkmenistan. During the visit, Turkmenistan and China have agreed on
building a pipeline which is called “Central Asia-China gas pipeline and
Turkmenistan to provide China 30 bcm natural gas for 30 years. This was a very
important step for Turkmenistan in terms of both excluding Russia and creating new
markets for its natural gas with market prices that Russia attempted to lower. The
pipeline that connects Turkmen gas to China passes through Uzbekistan and
Kazakhstan and it cost billions of dollars that Turkmenistan cannot afford alone. This
project is an indicator of China’s strong financial position and eagerness to build

pipelines from Central Asia as an actor of the region. Although China needs energy

2% Tbrahim Aring and Siileyman Elik, “Turkmenistan and Azerbaijan in European Gas Supply
Security”, Insight Turkey Vol. 12, No. 3, 2010, p.70.
http://www.readperiodicals.com/201007/2114775551.html#b accessed on 01.05.2012

2° Daniel Kimmage, “Central Asia: Turkmenistan-China Pipeline Project Has Far-Reaching
Implications”, Radio Free Europe, April 10, 2006 http://www.rferl.org/content/article/1067535.html
accessed on 01.05.2012
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from Central Asia, it would not be possible to construct thousands of kilometers of
pipelines unless China’s financial capacity is strong.

China’s penetration in Turkmenistan has continued after Niyazov’s death in 2006.
After his passing away, Chinese energy companies rapidly invested on
Turkmenistan’s oil and gas fields. Russia is no longer the single major actor in the
Turkmenistan’s energy sector. Following to death of Niyazov, Gurbanguly
Berdymuhamedov has taken over in 2007 election. In contrast to Niyazov,
Berdymuhamedov attaches much more importance on energy cooperation with
China. Following the agreement for the construction of Turkmenistan-Chinese
pipeline, two countries signed a production sharing agreement (PSA) for CNPC in
Bagtyiarlyk area at Amu Darya Right Bank in Turkmenistan.”® A natural gas
purchase and a sale agreement with Turkmen State Agency for the Management and
Use of Hydrocarbon Resources and Turkmengaz were signed with CNPC
respectively.?’ These agreements constitute the cornerstones of Turkmenistan-China

pipeline for the next 30 years.

The cooperation between CNPC and Turkmenistan has strengthened in 2008 with the
agreement on the Natural Gas Purchase and Sales and Technical Agreements for the
exploration and development project on the Amu Darya River.?®® This agreement
was another supplement for Turkmenistan-China pipeline. At the end of August
2008, China and Turkmenistan have signed another framework agreement for
strengthening their cooperation in the field of natural gas. The agreement was signed
with the participation of the Chinese President Hu Jintao and the Turkmen President
Gurbanguly Berdimuhammedov as well as CNPC President Jiang Jiemin and the
Deputy Prime Minister of Turkmenistan Tachberdi Tagiyev. According to this

framework agreement, energy companies of both sides will enhance the existing

26 China National Petroleum Corporation (CNPC) Official Web Site, Turkmenistan Country Brief
http://www.cnpc.com.cn/en/cnpcworldwide/kazakhstan/ accessed on 01.05.2012
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cooperation to increase natural gas supply to China.”* Following the Chinese
President Hu Jintao’s visit to Turkmenistan on 29 August, Chinese Foreign Minister
Yang Jiechi paid a visit to CNPC Amu Darya River Natural Gas Corporation on
August 30 2008.%° Chinese Foreign Minister Yang stated that “the Amu Darya River
gas project should play a leading role in promoting Sino-Turkmen relations on the
basis of the joint statement signed by President Hu Jintao and President Gurbanguly
Berdimuhammedov.”?®* The strong political cooperation between China and
Turkmenistan is strengthened with the Chinese technological investment in
Turkmenistan’s energy sector. With the support of CNPC, the most technologically
advanced natural gas processing plant with the greatest capacity in Central Asia
became operational on December 2009 in Turkmenistan. % On October 2010,
China-Turkmenistan relations have intensified upon the visit of CNPC President
Jiang Jiemin to Turkmenistan's vice president Hojamuhammed Muhammedov for a
consultation meeting on extending gas cooperation.?®® After the visit, Line B of

Central Asia-China Gas Pipeline became operational in the same month.?*

In conclusion, China’s relations with Central Asia following the demise of the Soviet

Union have been primarily about ensuring the security of its energy needs and

%9 China National Petroleum Corporation Official Web Site, Press Releases, September 01, 2008
http://www.cnpc.com.cn/eng/press/newsreleases/ CNPCand TurkmengazStateConcernsignframeworka
greementonexpandingnaturalgascooperation.htm accessed on 01.05.2012

%60 yang Jiechi visits CNPC Amu Darya River Natural Gas Corporation, China National Petroleum
Corporation (CNPC) Official Web Site, Press Releases, September 03, 2008
http://www.cnpc.com.cn/en/press/newsreleases/2008/9-3.htm accessed on 01.05.2012

2 Ipid.

%62 China National Petroleum Corporation (CNPC) Official Web Site, Turkmenistan Country Brief
http://www.cnpc.com.cn/en/cnpcworldwide/turkmenistan/ accessed on 01.05.2012

%63 Jiang Jiemin meets Turkmenistan's vice president Hojamuhammed Muhammedov, China National
Petroleum Corporation (CNPC) Official Web Site, Press Releases, October 13, 2010
http://mww.cnpc.com.cn/en/press/newsreleases/JiangJieminmeetsTurkmenistansvicepresidentHojamu
hammedMuhammedov.htm accessed on 01.05.2012

26% China National Petroleum Corporation (CNPC) Official Web Site, Turkmenistan Country Brief
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diversifying its energy supply.?®® Since China is a net oil exporter, Chinese policy
makers are aware of the fact that dependence on imported energy resources bring
foreign economic and political pressures that can threaten national security.?*® One of
the important directions for China’s energy security activities is Central Asia.
However, Central Asia with rich energy resources is a region in which other major
actors have similar interests.®” Chinese policy makers view the US as a major threat
to China’s energy security because the US is not comfortable about China’s rising
power and its emergence as a potential rival in world politics.?®® Considering that the
US is the most important and powerful actor who dominates the sea-lanes stretching
from the Persian Gulf to the South China Sea, China’s concerns about the
deterioration of Sino-US relations and the consequence of this as the US using her
superior military power to disrupt China’s oil supply.?®® That’s why China is keen on
building pipelines through Kazakhstan and Turkmenistan.?”° In this respect, Central

Asia with its rich energy resources is a safe haven for China.?"

6% xuanli Liao, “Central Asia and China’s Energy Security”, China and Eurasia Forum Quarterly,
Volume 4, No. 4 (2006), p.61.
http://www.silkroadstudies.org/new/docs/CEF/Quarterly/November_2006/Liao.pdf  accessed  on
15.10.2012.
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CHAPTER 7

RUSSIA

The relations between Russia and Central Asia have been complex since
independence. Since energy security and national security issues are closely related
in world politics, Russia’s relations with the Central Asian states have attracted much
more attention. Russia has managed to create a monopoly on Central Asian states’ oil
and natural gas resources. The exploitation of these resources and the control of the
transportation routes are used for economic and political leverage by Russia against
both Central Asia itself and Europe which is relatively energy-poor. In this equation
Central Asian states are left with few choices but to export their natural resources via

Russian pipelines.

Central Asian states have taken different roles in the US, China, or India’s policies in
the region from time to time; however their politics has never completely free of
Russia’s political interventions. Since the demand for energy have exploded and
prices increased considerably in the last decades, Russia has taken important steps in
its relationship with the Central Asian states as well as the Caspian states to preserve
its position over transportation routes in addition to exploration of these resources in
source countries. Russia made many forward looking moves in sources countries
such as long term agreements on the production of natural gas and oil. In addition to
the long term agreements between the sources countries, Russia used its political
power to continue on the use of existing pipelines in particular to Europe. However,
other actors in the region have not been idle while Russia has penetrating into

Central Asia by different means.

The US has always been supporter of diversification of these states’ resources to
weaken Russian dominant position in the region as well as in world politics. China

has managed to penetrate itself as far as the Caspian Sea by building world’s longest
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pipelines and acquiring exploration rights in these states. India has begun to
penetrate itself into Central Asia with the help of the US. There is a competitive
environment in Central Asia states. Thus Moscow has compounded its foreign policy
priorities and strategic moves related to energy security issues in the region. The US
and China have emphasized on rich energy resources of the Central Asian states as
an alternative resource for Middle Eastern energy resources. However, transporting
oil and natural gas from Central Asia through Caspian Sea for western market is not
completely about security of supply. It is much more related to challenging Russia’s

dominant position the region and depolarizing the Russian threat in world politics.

The collapse of the Soviet Union did not leave a straight legacy for the Central Asian
states. All of these states and the Russian Federation experienced very harsh
economic conditions for several years. Even though political transformation from
communist rule to democracy created positive impacts on these states, their
economies were not sufficiently ready to sustain their self. Central Asian states had
comparative advantage in terms of wealthy natural resources such as oil and natural
gas but state owned oil and gas companies were not financially prepared to invest in
these resources. Russian companies were not financially on an equal level with these
companies.?’? After the dissolution of the Soviet Union, major oil companies such as
ExxonMobil, Texaco, Unocal, BP Amoco, Shell, and Enron invested billions on
Central Asian states’ oil reserves to secure equity rights.”’> In contrast these energy
companies, Lukoil-Russia’s largest energy company- was able to acquire a small

minority holding in several projects in these countries.?”* Lukoil had to wait for the

212§ Frederick Starr and Svante E. Cornell, “The Baku-Thilisi-Ceyhan Pipeline:
Oil Window to the West”, Central Asia-Caucasus Institute & Silk Road Studies Program, 2005, p.40.
http://www.silkroadstudies.org/new/inside/publications/BTC.pdf accessed on 01.05.2012

28 Michael C. Ruppert, “Crossing the Rubicon: the decline of the American empire at the end of the
age of 0il”, New Society Publishers, 2004, Chapter 7, p.1.

2" Martha Brill Olcott, “Russia, Central Asia and The Caspian: How important is the energy and
security trade off?”, 2009, p.12. http://www.bakerinstitute.org/publications/EF-pub-
OlcottRussAsiaCaspEnergySecurity-050609.pdf accessed on 01.05.2012
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second half of the 90 to become a participant in the oil and gas fields in Central
Asia.?"

Following the years after the collapse of the Soviet Union, Russia was not able to
prevent the flow of oils and natural gas without its consent out of its pipelines. For
instance, Russia was the major country who opposed the BTC pipeline which was a
major step to decrease Russia’s political and economic dominance in the region just
after the demise of Union. Russia realized that BTC pipeline was a geostrategic step
to reach Azerbaijani and Central Asia through Caspian Sea.?’® BTC pipeline was
important in terms of forming an alternative corridor from Central Asia through
Caspian Sea. The pipeline has created other project of east-west pipelines
transporting energy from Central Asia to west. Russia could not impede BTC
pipeline to realize. The US supported BTC pipeline despite its high cost. The
political deadlock between Turkey and Armenia caused to change the pipeline route.
The initial route was Azerbaijan-Armenia-Turkey. Due to political tension between
Armenia and Turkey, the route was changed. It is known that the frozen relationship
between Turkey and Armenia is a gain for the Russian foreign policy priorities in
terms of energy security in Central Asian regions. As long as Armenia has
problematic relations with Turkey, it would be harder and costly to diversify energy
transportation routes from Central Asia through Caspian to West. While the US and
European Union are supporters of easing Turkey Armenia relations, Russia has
supported the deadlock in the region. If the relations between Georgia and Russia are
considered, it would be clearer that Russia’s efforts to close Caucasian region for

energy transportation routes from Central Asia.

Z3|_ykoil Official Web Site, Company History http://www.lukoil.com/static_6_5id_212_.html
accessed on 01.05.2012

278 Svante E. Cornell and Fariz Ismailzade, “The Baku-Thilisi-Ceyhan Pipeline: Implications for
Azerbaijan”, Silkroad Studies, 2005, p.77. http://www.silkroadstudies.org/BTC_4.pdf accessed on
01.05.2012
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Russia’s position in the region began to change with the Putin’s coming to power.
Russia’s current challenges in the region can be analyzed with Putin’s strategies
developed before he became the president of Russia in 2000. Putin has emphasized
on the importance of natural resources as a tool of state policy.?”® When Vladimir
Putin became the director of the Federal Security Services (FSB) in 1999, he wrote
an article and suggested that “Russia should develop hydrocarbon resources for
Russia’s future development and the restoration of its former state power.279 When
Boris Yeltsin handed its power to Vladimir Putin in late 1999, Russia’s relations with
Central Asian states were not satisfactory. The US and other western oil and gas
companies were substantially active in these states and politically supported by the
US and EU countries. However Central Asia states’ political and economic
orientation to the West instead of Russia was not acceptable for Russia’s strategies.
In addition to the Western countries’ penetration into Central Asia, Russia was

falling behind China as well. Since China’s economy boomed during the last decade,

2" The State Oil Company of the Azerbaijan Republic (SOCAR) Official Web Site,
http://socar.az/btc.html accessed on 08.11.2012

28 Harold Elletson and Kevin Rosner “Baltic Independence and Russian Foreign Energy Policy”,
GMB Publishing Ltd, 2006, p.18.

2" Ibid
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Central Asian states without the “Big Brother” offered strategic oil and natural gas
reserves for China’s economy. In addition to the political vacuum, this region was
free from the US presence and thus a possible seaway intervention by the US or India
from the viewpoint of China. Thus, China’s state owned energy companies began to
acquire important assets and offered one of the longest pipeline projects to Central
Asian States. However, Russia realized that although Central Asia began to be

challenged by the US and China, it was not totally lost or it could still be saved.?*°

Putin emphasized on energy resources and pipelines in order to realize Russia’s
economic, political and eventually international revival in its near abroad as well as
in world politics. From this perspective, Russia’s energy priorities in the region are
identified as such;

Russian goals have been threefold: first, to try to insist on the priority use by
these states of the export infrastructure Russia already has in place; second,
to promote Russian oil and gas companies and help them obtain the
maximum shares possible in available projects; and third, to try to use a
variety of instruments to block projects that do not promote Russia’s
perceived interests.?

The instruments of third goal include military show of strength. The August war in
Georgia showed that there is still a risk for the transit energy corridor in the southern
Caucasia from Central Asia.”®® Russia refuses to cross its red lines. Russia's

intervention to Georgia is perceived as a threat for transporting oil and gas from the

28Martha Brill Olcott, Op.Cit., p.13.

81 Roy Allison, “Strategic Reassertion in Russia’s Central Asia Policy”, international affairs Vol:80
Issue:2, 2004, p.290.
http://www.chathamhouse.org/sites/default/files/public/Internationalpercent20Affairs/Blanketpercent2
OFilepercent20Import/inta_383.pdf accessed on 01.05.2012

8 Mamuka Tsereteli, “The Impact of the Russia-Georgia War on the South Caucasus Transportation
Corridor”, The Jamestown Foundation, p.6.
http://www.jamestown.org/programs/recentreports/single/?tx_ttnewspercent5Btt_newspercentsD=346
54&tx_ttnewspercent5BbackPidpercent5D=63&cHash=767blefe5d768ef5f2c8ch15¢c4578652
accessed on 01.05.2012
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Caspian Sea.”® The most strategic corridor for Europe to reach Central Asian
resources was virtually closed by Russia in 2008.

As one of important oil rich countries in the world, Kazakhstan served as a country
having strategic petroleum reserves for the Soviet Union.?®* Although Soviet
administrations confirmed the presence of huge oil deposits in the giant Tengiz field
during the 70s and 80s, West Siberian fields were mostly used.?®* Following the
demise, Kazakhstan started to form its own independent foreign policy, guided
heavily by energy issues which paved the way for investing untapped oil fields such
as Tengiz in the Caspian coast. Even though Kazakhstan has followed a
“multilateral” foreign policy and attempted to preserve the delicate balance among
the great powers after independence, Russia as an old-big brother was always much
more important in this delicate balance. Energy sphere was and remains as one of the
basic factors that shape the Russia- Kazakhstan relations. As Kazakh Prime Minister
Karim Massimov stated as

We are delighted to be dealing with such a partner as Kazakhstan — a country
with an impressive economic growth and stable macroeconomic parameters.
All this is a prerequisite to expansion of our interaction in all directions.?*®

During the Soviet Union, Kazakhstan’s energy infrastructure was connected to
Russia. This reliance was not exactly same with the Soviet times but Kazakhstan’s
export routes are still mostly dependent to Russia for today. First pipeline to divert
Russian dominance pipeline system was CPC pipeline financed by a major US oil
company Chevron in 2001. It was the first private pipeline that was financed by a

US oil company. It is not part of the Transneft system as well. This pipeline

28 Not a Safe Route: Oil and gas traveling through Georgia was supposed to free Europe from Russia.
Not anymore, The Daily Beast, Aug 22, 2008
http://www.thedailybeast.com/newsweek/2008/08/22/not-a-safe-route.html accessed on 01.05.2012
8% Ariel Cohen, Op.Cit., p.1.

8 |hid.

8 Government of the Republic of Kazakhstan Official Web Site, News of the June 2007
http://en.government.kz/site/news/062007/03 accessed on 01.05.2012
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transports Kazakhstan’s oil to Russia’s Black Sea port Novorossiysk. After the
completion of the CPC pipeline, the then US president George Bush stated that

| congratulate Russia, Kazakhstan, and Oman, and their consortium partners,
for the commissioning of the Caspian Pipeline Consortium (CPC). US firms,
notably ChevronTexaco and ExxonMobil, have played leading roles in this
H 287
project.
Russia had to pass over the CPC pipeline during its initial phase however, as Russia
gained strength in world politics; it began to raise its voice against the stakeholders
in the consortium and tariffs.?®® The head of Transneft, Simon Vainshtock said that

CPC losses have exceeded $US5.5bln, the situation can only be rectified by
raising oil-shipment tariffs. To turn the situation around we should consider
sharp rise of transportation tariffs. We have to revise the management

strzlggcture and solve many other problems. Our experience will help us to do
it.

In this respect, the most important thing for Russia is that the CPC pipeline is the
first and still the only independent from the direct control of the Russian oil
monopoly Transneft.?®® Russia has always opposed to expand the current capacity
which has been proposed by Chevron for a long time.?* Although Chevron declared
to invest more than 5 billion dollars to double its CPC capacity, Russia did continue
to block the expansion of the pipeline until the Kazakhstan—China oil pipeline began

to pump. Russia’s approach changed following to China’s efforts in Kazakhstan and

87 George Bush's Statement on Caspian Pipeline Consortium, Office of the Press Secretary
November 28, 2001 http://merln.ndu.edu/archivepdf/centasia/WH/20011128-11.pdf accessed on
01.05.2012

28 Equity interest in the Caspian Pipeline Consortium is allocated as follows: Russian Federation (24
percent) Republic of Kazakhstan (19 percent) Chevron Caspian Pipeline Consortium Company (15
percent), LUKARCO B.V. (12.5 percent), Rosneft-Shell Caspian Ventures Limited (7.5 percent),
Mobil Caspian Pipeline Company (7.5 percent),Caspian Pipeline Company (7 percent) ;ENI
International (N.A.) N.V. S.ar.l. (2 percent), BG Overseas Holdings Limited (2 percent),Kazakhstan
Pipeline Ventures L.L.C. (1.75 percent), Oryx Caspian Pipeline L.L.C. (1.75 percent).

289 Transneft signals tariff rise to pay for Caspian Pipeline Consortium, 13 March, 2007,
http://rt.com/business/news/transneft-signals-tariff-rise-to-pay-for-caspian-pipeline-consortium/
accessed on 01.05.2012

290 Mamuka Tsereteli, Op.Cit., p.30.

291 Stephen Bierman, “Russia, Chevron Approve $5.4-Billion CPC Oil Pipeline Expansion”, Dec 15,
2010, http://mwww.bloomberg.com/news/2010-12-15/caspian-pipeline-investors-approve-5-4-billion-
expansion-plan.html accessed on 01.05.2012
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in July 2011, it was announced that the Caspian Pipeline Consortium (CPC) started
the construction phase of the 5.4 billion dollars expansion of the pipeline.?

Before the CPC pipeline was constructed, Atyrau-Samara Pipeline was the largest

and the only northern pipeline running through Russia.?

Atyrau-Samara Pipeline is
Kazakhstan's main oil export pipeline which compromise about 80 percent of
Kazakhstan’s oil export.”* Kazakhstan’s KazTransOil and Russia’s Transneft began
the official talks for the expansion of the Soviet-era Atyrau-Samara pipeline in
2009.”° Kazakh President Nursultan Nazarbayev announced after signing an
agreement together with his visiting Azerbaijani counterpart, President Ilham Aliyev
on 16 July 2006 that “We've now secured a third alternative way of selling our
oil, ">

Another important project for Kazakhstan is BTC pipeline. Kazakh oil supplies are
still delivered by tankers across the Caspian Sea from Aktau to be Baku to re-
exported to Ceyhan. Kazakhstan’s first oil was loaded to BTC pipeline in 2008.
Actually, it was planned that a pipeline would be constructed to link Kashagan
offshore oil fields near Aktau with Baku under the Caspian Sea in order to increase

the oil supply through the BTC pipeline in 2005.%°" Eventually, it was envisaged that

292 Caspian Pipeline Consortium Marks the Groundbreaking for its $5.4 Billion Expansion, Chevron
Official Web Site

http://www.chevron.com/chevron/pressreleases/article/06302011 caspianpipelineconsortiummarksthe
groundbreakingforits54billionexpansion.news accessed on 01.05.2012

293 Russia and Nis Mineral Industry Handbook, Int'l Business Publications, 2009, p.100.

29 US Energy Information Administration, Kazakhstan Country Analysis Brief,
http://www.eia.gov/countries/cab.cfm?fips=KZ accessed on 01.05.2012

%% Saltanat Berdikeeva, “Future of Energy Transportation in Eurasia after the Georgia Crisis” , Insight
Turkey Vol. 10/ No. 4 /2008, p.28. http://files.setav.org/uploads/Pdf/insight-turkey-10---4---
saltanat-berdikeeva.pdf accessed on 01.05.2012

26 Anthea Pitt , “Kazakhstan joins BTC party”
http://mww.upstreamonline.com/live/article111952.ece?newt_graphFrontpage_tab=companies
accessed on 01.05.2012

27 Tuncay Babali, “Implications of The Baku-Thilisi-Ceyhan Main Oil Pipeline project”, Perceptions,
Winter 2005, p.49. http://sam.gov.tr/wp-content/uploads/2012/02/TuncayBabali.pdf accessed on
01.05.2012

75


http://www.chevron.com/chevron/pressreleases/article/06302011_caspianpipelineconsortiummarksthegroundbreakingforits54billionexpansion.news%20accessed%20on%2001.05.2012
http://www.chevron.com/chevron/pressreleases/article/06302011_caspianpipelineconsortiummarksthegroundbreakingforits54billionexpansion.news%20accessed%20on%2001.05.2012
http://www.eia.gov/countries/cab.cfm?fips=KZ
http://files.setav.org/uploads/Pdf/insight-turkey-10---4---saltanat-berdikeeva.pdf
http://files.setav.org/uploads/Pdf/insight-turkey-10---4---saltanat-berdikeeva.pdf
mailto:?subject=Kazakhstan%20joins%20BTC%20party
http://www.upstreamonline.com/live/article111952.ece?newt_graphFrontpage_tab=companies

BTC pipeline would be Aktau-Baku-Thilisi-Ceyhan pipeline.”®® However, due to
Russia’s political pressure, this pipeline has not been realized yet. Kazakhstan’s
contribution has been limited with the shipment opportunities. Russia managed to
blockade the possible expansion of the BTC with the political pressure and military
measures after Georgia war. Zbigniew Brzezinski, former US National Security
Adviser at the Senate hearings said that “Russia aspires to control the Baku-Thilisi-
Ceyhan (BTC) pipeline by the violating stability in Georgia. If the Government of
Georgia loses its stability, access of the West to Baku and Caspian basin will be

. ))2
restricted. ”*%°

Another big project that Russia could not prevent to realize was the Kazakhstan-
China oil pipeline which runs from Atyrau in Kazakhstanto China's northwest
Xinjiang region. It is a joint venture between CNPC and KMG. This pipeline is filled
by the oil that is developed by CNPC in Atyrau.’® This pipeline was important in
terms of Russian foreign policy objectives. Even though Kazakhstan’s oil still mostly
runs through Russia’s infrastructure; it seems that Russia began to lose its unique
position on Kazakhstan’s oil reserves. Kazakhstan also began to use the Central-Asia
Gas pipeline to transport its gas to China. Thus it is interesting that while Russia has
attempted prevent to Kazakhstan to construct additional pipeline, Russia cannot stop
China’s penetration. In order to balance China’s weight in Kazakhstan in the region
-during the construction of Kazakhstan-China pipeline - in 2007,
Russia, Kazakhstan and Turkmenistan agreed on to renovate and to expand the

western branch of the CAC pipeline which is the oldest oil pipeline that connects

2% Ipid.

299 7higniew Brezezinski: Russia aspires to control BTC pipeline by violating stability in Georgia,
Georgia Daily, June 13 2008,
http://georgiandaily.com/index.php?option=com_content&task=view&id=3119&Itemid=65 accessed
on 01.05.2012
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these countries, and to construct a new Caspian Gas Pipeline paralleling the western

branch.%

Turkmenistan is the most important natural gas producer in Central Asia. The
existing gas links with Turkmenistan has been under a harsh pressure by Russia for a
long time. Turkmenistan’s natural gas was exported through the pipeline inherited
from the Soviet period. Therefore, although Turkmenistan declared its independence
in 1991, it was completely dependent to Russia. This dependence gave very
important political and economic leverage to Russia and Russia did not hesitate to
use this leverage against Turkmenistan during the mid-1990s. When Ukraine fell
into debt and could not pay the gas bills imported from Turkmenistan through
Russia, Turkmenistan’s export were unpaid and gas deliveries were stopped in mid-
1997.%2 This situation was very severe for Turkmenistan’s economy since the gas
exports accounted for between two and three-fifths of GDP in the 1990s.% Gazprom
used this situation and increased Russian supplies to Ukraine so as to compensate the
shortage caused by the discontinuance of Turkmen imports.®** Turkmenbashi looked
for new alternative for Turkmen natural gas against the Russia’s move. Following the
Ukraine dispute, Turkmenistan and Iran opened a small pipeline in late 1997 for
transporting comparatively a small amount of gas. Turkmenistan’s first move to
diversify its pipeline resulted in a deal between Gazprom and Turkmenbashi in 1998
for delivering supply to Ukraine. Until the beginning of the new millennium,
Turkmenistan was almost dependent on Russia in spite of having huge natural gas

reserves. Turkmenistan’s dependency on Russia to export its gas to West, made
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Russia an inevitable partner for export. Turkmenistan was forced to sell its natural
gas to states which were not able to pay or were tardy with payments for supplies

already received.*®

Turkmenistan’s gas exports were always under the threat of the Russian dominance.
In order to avoid Russian dominance on Turkmenistan’s export route, Trans-Caspian

6.2  This was an

pipeline to import natural gas was offered by the US in 199
important step taken by the US to break the monopoly of Russia on Turkmenistan.
Following the minor pipeline to Iran, Trans-Caspian pipeline was welcomed warmly
by Turkmenistan and in 1999; Turkmenistan made an agreement with PSG (General
Electric and Bechtel Group) and Shell to construct this pipeline.®*’ In the same year,
Turkmenistan, Georgia, Azerbaijan and Turkey agreed to join Trans-Caspian
pipeline.®® The US, Turkey, Azerbaijan, and Georgia supported the project, while
Russia strongly opposed the pipeline. Trans-Caspian pipeline was supported mainly
by the US to undermine Russia’s dominance in the Caucasia and to open a southern
corridor to reach Turkmen natural gas in the future. However this project has never
been realized yet due to both financial shortages and political pressure by Russia.

Some Russian analysts have suggested that Russia would use military force to
stop Turkmenistan. Although this is unlikely, it does indicate that Moscow
will put enormous legal and political pressure on Turkmenistan to abandon
the pipeline. It will also make the project very unattractive to foreign
investors, and could even ban companies which work on the pipeline from
securing lucrative deals in Russia.**
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In order to balance the US support to diversify Turkmenistan’s exports, Russia
convinced Turkmenistan to enter into a 25-year Cooperation Agreement in 2003.
According to the Agreement, Gazprom’s subsidiary Gazprom Export and
Turkmenneftgas agreed on supplying Turkmen’s natural gas to Russia through
Central Asia — Center pipeline which crosses Uzbekistan and Kazakhstan before
reaching to Russia. In addition to this long term agreement between the two
countries, Russia still attempts to control Turkmen’s current and even future natural
gas reserve with new pipelines. One of the so-called alternative pipelines to Russia is
Pre-Caspian pipelines which originate from the Caspian Sea fields and other
locations in Turkmenistan and Kazakhstan to the Russia.*'® This pipeline was
proposed in 2007 and envisaged to transport 30 billion cubic gas from Turkmenistan
and 10 billion cubic meters from Kazakhstan.*** In 2009, Gazprom and Turkmengaz
made amendments on the 2003 cooperation agreements and gas price was regulated
under the equation adjusted for petroleum products pricing.*'? This is a very
important step for Turkmenistan. During the mid-90’s, Turkmenistan was completely
dependent on Russia in terms of pricing. However, Turkmenistan managed to gain a
crucial political leverage which resulted in a position with more equitable against

Russia.

Another challenging natural gas import project for Russia was the Nabucco project
which has not been realized yet. In fact, it could be said that Russia managed to
blockade the construction of pipeline by long term agreements with the source
countries. Russia managed to deplete the pipeline before it is filled. As Putin stated

The main problem with Nabucco is the absence of guaranteed volumes of
necessary product in this pipe as there is no source for filling the system...but
theoretically | do not rule out that it could be possible if there is an interested

319 Gazprom Official Web Site http://www.gazprom.com/about/production/central-asia/ accessed on
01.05.2012
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%12 Gazprom Official Web Site http://www.gazprom.com/about/production/central-asia/ accessed on
01.05.2012
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company that is ready to invest billions without signing long-term supply
contracts.**®

Therefore, Russia has never hidden its aim to blockade the realization of Nabucco
pipeline. When Nabucco countries intensifies their efforts to realize, Russia has
initiated the South Stream Project which is a pipeline originating from Russia and
going through the Black Sea to Europe. South Stream project is presented as a much
more secure alternative against the Nabucco. While Nabucco project’s resources
have not finalized yet to supply the pipeline, South Stream’s major source is the
Russia gas. Nabucco has lost its position against the South Stream project in terms
of cost as well. According to RWE, Nabucco’s cost increased from the original € 8
bin to € 15 bln.***

While Russia has enormous efforts to close the southern energy corridor from
Central Asia to West, Russia could not avoid that Central Asian gas began to flow to
East. Central Asia-China pipeline is one of the biggest loses of Russia in her near
abroad against China in Central Asia. Although Russia and China has cooperated in
SCO in the last decade, Russia is still cautious about China’s position in energy
sector. Turkmenistan’s President Berdymukhammedov defined this pipeline as
follows: "a new chronicle in the relations of our countries and will stand as a golden
page" in their history.”*!®> The most important thing for this pipeline is that “it is the
first high-volume export route opening up for Turkmenistan that does not go through

Russia.”%!®
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Before the demise of the Soviet Union, Central Asian states’ pipelines passed
through Russia and they were all subject to its transit regime.*” Following the
collapse of the Union, Russia acted as the buyer of Central Asian oil and gas at
artificially low prices to re-sell to Europe.®*® However, the position of Central Asian
states began to change when other major actors began to develop the relations with
the Central Asian states. That’s why when Putin came to power in Russia in 2000;
energy has become one of the important components of the Russian geopolitics in
Central Asia.** Putin saw energy as a guarantee for Russia’s economic revival and
international resurgence.*”® Putin has intensified its efforts to ensure monopoly on
the transportation of Central Asian energy reserves. However, Baku—Thilisi-Ceyhan
(BTC), Baku-Thilisi-Erzurum (BTE), Kazakhstan-China and Turkmenistan—China
pipelines have dented these ambitions considerably.®** In addition to these pipelines,
Turkmenistan and Kazakhstan — two important energy suppliers in Central Asia —
have flexibility to diversify their energy exports now. As other major actors continue
to develop their ties with Turkmenistan and Kazakhstan especially in the field of
energy cooperation, this reduces Russia’s current level of leverage over these

countries. 3?2
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CHAPTER 8

CONCLUSION

Since the term “energy security” has been on agenda, energy rich countries or
regions became one of the most important places in world politics. In this respect,
after the dissolution of the Soviet Union, Central Asia has become an important
region once again. With its rich untapped oil and gas reserves, Central Asia became a
region in which today’s major actors’ such as the US, Russia, China and India’s
energy interests collide. Since Central Asia as an alternative energy rich region to the
Middle East provides many opportunities for the US, Russia, China and India, these
actors focus on Central Asia’s oil and gas resources to achieve their national energy

security objectives.

Among the US, Russia, China and India, Russia is the most experienced actor in
Central Asia. In the early years after the collapse of the Soviet Union, Russian policy
makers were occupied with domestic problems and thus could not act as an important
actor. However, when Vladimir Putin came to power in 2000, he restructured
Russian foreign policy and the country’s relations with post-Soviet countries
including Central Asia. According to Putin, Russia should focus on energy resources
which constitute most of the state’s income and exports in order to reassert its former
power in world politics. In this regard, post-Soviet countries including Central Asian
ones with rich energy resources are defined as “spheres of influence”.**® Russia
therefore attempted to increase its influence in the region because the exploitation of
these resources and the control of the transportation routes can be used as an

economic and political leverage to achieve foreign policy goals.

323 Annie Jafalian, “Russia, the United States and Central Asia: The new version of the “Great Game”,
French Strategic and Military Yearbook, Paris, F.R.S., Odile Jacob, 2002-2003, p.56.
http://www.frstrategie.org/barreCompetences/approchesRegionales/doc/asm_gb.pdf accessed on
08.11.2012
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Central Asian states were mostly dependent on the Russian pipelines to export their
natural resources. Turkmenistan’s natural gas and Kazakhstan’s oil was exported
through the pipelines inherited from the Soviet Union. This dependence gave a very
important political and economic leverage for Russia. However, in recent years,
Turkmenistan’s gas and Kazakhstan’s oil began to be diversified through the West
by Baku-Thilisi-Ceyhan, Baku-Thilisi-Erzurum and through the east by Kazakhstan-
China and Turkmenistan—China pipelines. These are very important challenges for
Russia’s foreign policy strategies in Central Asia. Russia can be influential in Central

Asia as long as it preserves its dominance in the region.

Another important actor for Central Asia is India. With the beginning of the 90s,
India’s economy started to boom. This fast upward moving trend of economic
development has created enormous energy demand. Thus energy security became
one of Indian foreign policy priorities. Since India is dependent on imported oil and
natural gas from the Middle East, India’s concerns on over dependence on Middle
East increased in the last years. Therefore, India attempted to diversify its energy
routes and began to be interested in Central Asia. India sees China as the most
important rival in Central Asia. China with its proposed pipelines and the acquisition
of energy assets poses an important challenge for India’s energy security strategies.
The success of India’ energy security policies are based on how and when

Kazakhstan and Turkmenistan began to divert its oil and gas through the south.

Thanks to its geo-strategic position, Central Asia is important for the US energy
policy with its untapped natural resources between the West, Russia, India and
China. The US efforts to diversify Central Asian energy routes towards the west
through Europe or towards the south through India are the major axis of the U.S
foreign policy objectives for Central Asia. These efforts are mainly about preventing
Russia’s or China’s dominance in Central Asia. In this regard, The US supports
Nabucco, Trans-Caspian and TAPI natural gas projects. However, Nabucco and
Trans-Caspian projects are still away from realization. Despite the consensus on
TAPI project by the participating countries, there is no concrete step taken towards

the construction of the pipeline yet. Central Asian energy sphere is not just occupied

83



by Russia today; China began to take part in important projects in the region. Thus,
China is seen as an important rival in Central Asia by the US because many new
pipelines were built by China to diversify Kazakhstan’s and Turkmenistan’s energy
export routes while the US has not accomplished any pipeline that it proposed such
as Nabucco, Trans-Caspian or TAPI. Therefore, the success of the US energy policy
in Central Asia is based on building the construction of the new pipelines through the
West and the South to Indian Ocean as well as supporting the US energy companies
to help Kazakhstan and Turkmenistan to resist Russian and Chinese pressures.

China’s strengthened role in world economy paved the way for an aggressive search
for energy resources because China is dependent on energy imports from the Middle
East and Africa. This makes China vulnerable and sensitive to crisis in energy source
countries. Thus, the sustainability of energy transportation and diversification of it
have become important priorities for China’s energy security policy. In this regard,
with their rich oil and natural gas reserves, developing close relations with
Turkmenistan and Kazakhstan provide very important advantages for China. These
relations have become useful for both sides. As China seeks to diversify its energy
resources from the Middle East and Africa to these countries, their roles are likely to
increase. China’s growing influence on Central Asia helps them to enhance their
bargaining power against Russia and allow them to negotiate for a higher price for

their resources.

Central Asian geo-politics is widely shaped by energy resources since the demise of
the Soviet Union. Considering that energy security and diversification of energy
resources for countries have become more important than a decade ago, the role of
Central Asian countries’ importance today as an alternative source of energy can be
better understood. Thus, positions of Kazakhstan with its huge oil reserves and
Turkmenistan with its untapped natural gas have become more significant than ever.
In this regard, decision making process of these countries has witnessed a strong
political struggle among the US, Russia, India and China. These actors has used
different instruments to influence the decision-making process of Kazakhstan and

Turkmenistan in particular, A harsh competition exists among the US, Russia, India
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and China to influence the decisions of these two energy rich countries. Kazakhstan
and Turkmenistan - being aware of this competition- use their natural resources to

maximize their national interests.

Having examined the competition among the US, China, India and Russia over
Central Asian energy resources, this study has come to the conclusion that energy
has become an important part of the geopolitics of the 21st century. Today, energy is
an instrument of geopolitical competition. Central Asia provides significant energy
resources for the US, China, India and Russia all in order to reach their long term
geo-strategic and geo-economic goals. These actors use different tools and pursue
different strategies to have an influence on Central Asian countries in order to ensure
an access to rich energy resources. As long as Turkmenistan and Kazakhstan
preserve their oil and natural gas reserves, the US, China, India and Russia’s

engagement will likely to increase in the near future.
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APPENDIX: TEZ FOTOKOPISI iZiN FORMU

ENSTITU

Fen Bilimleri Enstitiistu

Sosyal Bilimler Enstitiist X

Uygulamali Matematik Enstitiisii

Enformatik Enstitiisu

Deniz Bilimleri Enstitisi

YAZARIN

Soyadi: GUNDUC
Adi1  :YILDIRIM
Bolimiu : AVRASYA CALISMALARI

TEZIN ADI (ingilizce) : ENERGY SECURITY AND CENTRAL ASIAN
GEOPOLITICS

TEZIN TURU : Yiksek Lisans | ¥ Doktora

1. Tezimin tamamindan kaynak gosterilmek sartiyla fotokopi alinabilir.

2. Tezimin i¢indekiler sayfasi, 6zet, indeks sayfalarindan ve/veya bir

bolimiinden kaynak gdsterilmek sartiyla fotokopi alinabilir.

3. Tezimden bir bir (1) yil siireyle fotokopi alinamaz. X

TEZIN KUTUPHANEYE TESLIiM TARIiHI: ..../..../2012

101



