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To the Memory of
Grant H. and  Rose E. Calder

Who fi rst showed me the nuance, and the beauty
Of the Silk Road



“In Asia, the oldest inhabited continent, there has always been 
a strong, instinctive aversion to fi xed boundaries.”

 —Lord George Curzon, “Frontiers”—
  The 1907 Romanes Lecture, Oxford University

“Although the entire policy of a state does not derive from its 
geography, it cannot escape that geography. Size, shape, 
location, topography, and climate posit conditions from which 
there is no escape, however skilled the Foreign Offi ce, and 
however resourceful the General Staff.”

 — Nicholas Spykman (1938)
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Asian names throughout the text are presented in their traditional 
form— that is, with the surname followed by the given name, in re-
versal of standard Western practice. Macron marks have been used 
where relevant in all cases except where the word in question ap-
pears so commonly in En glish discourse without macrons that such 
usage has become relatively standard. “Korea” denotes the Republic 
of Korea (South Korea), unless otherwise noted. Th e term “Eurasia” 
is used when both “Asia” and “Russia” are implied.

A Note on Conventions



xix

Po liti cal- economic transformation has been a hallmark of world 
aff airs over the past three decades— nowhere more so than on the 
Eurasian continent. China and India have emerged into the global 
economy, even as the Cold War has ended and Rus sia has taken on 
a new incarnation. Fundamentalist Islam has emerged as a global 
force, and the global energy economy, ever more intimately linked 
to Asia, has been radically re- structured. Beyond the Bin Laden era, 
with the American presence in Iraq at an end, and that in Af ghan-
i stan receding, a new world is emerging. Yet we fail fully to under-
stand or to adequately cope with the fateful consequences that are 
quietly falling upon us.

Ever since I was a boy, growing up in Burma and Ethiopia, I have 
been fascinated with the future of the developing world, and the role 
that it would ultimately play on the global stage. I can remember, at 
the age of eight, gazing from the New Territories out into mainland 
China, then terra incognita to virtually all Westerners of my genera-
tion, and wondering when it might awake, and move the world. 
A de cade later, as a student traveler, I remember watching the dawn 
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over the imposing ruins of Persepolis, and wondering when and how 
Iran, together with the Islamic world of which it was such a formidable if com-
plex part, would once again emerge to re- confi gure the international scene.

A de cade later still, from the dawn of my academic career, I began trying 
to make intellectual sense of the Asian transition and its global implications. 
Th at eff ort has consumed the better part of thirty years, even as the transfor-
mation itself unfolds, and is still continuing. In Th e Eastasia Edge, published 
in 1982 on the basis of seminars that Roy Hofheinz and I taught in the Har-
vard University Government Department during 1979– 1981, Roy and I pre-
dicted an era of prolonged growth across Asia, and the possible twilight of 
the long era of Western global dominance that had begun with the Industrial 
Revolution. Over a de cade later still, in Pacifi c Defense and in Foreign Af-
fairs, I focused on the catalytic role of energy in bringing the East and West 
of Asia together. And in research for Th e Making of Northeast Asia, I began to 
see the deepening integration that was beginning to transpire across continen-
tal Eurasia, driven in part— although less exclusively than often claimed— by 
the rise of China.

Th is book, which chronicles and explains the gradual emergence of a more 
integrated Eurasia, has thus been in many ways thirty years and more in the 
making. It has been inspired by a broad range of personal experiences and in-
tellectual stimuli. I have also been blessed by an able, loyal series of research 
assistants, and the continuing support of friends and family.

Special thanks must go to the researchers who have worked with me 
closely, over more than four years, as I have puzzled out the details of this 
book, whose broad logic I have intuitively sensed for so long. A unique place 
in the genesis of this work goes to Serene Hung, an insightful young scholar 
from Singapore and one of my last students at Prince ton, who spent more 
than a year at the Reischauer Center, and contributed much to this work in 
its early stages. Yukie Yoshikawa also contributed signifi cantly, especially in 
the graphic and statistical dimensions, over several years. I had the good for-
tune to re- connect with Mariko de Freytas, another former student at Prince-
ton with whom I had lost contact, in the spring of 2008, leading to Mariko’s 
joining the Reischauer Center as a se nior researcher; Mariko’s precision and 
sensitive insights made this a deeper and more accurate book. Michael Boyd, 
Mika Brooks, Jonathan Brooks, Ichiyama Shin- ichiro, Viktoriya Kim, Haillee 
Lee, Li Yimian, Samia Khoury, and Wang Yanan have all likewise contrib-
uted to the research presented  here.
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Th e SAIS Reischauer Center for East Asian Studies, where I make my 
intellectual home, has generously contributed fi nancially to the research 
presented  here, for which I am grateful. I also thank my academic colleagues, 
including Jessica Einhorn, John Harrington, Zbigniew Brzezinski, Francis 
Fukuyama, Mike Lampton, Carla Freeman, Karl Jackson, Mike Mandel-
baum, Fred Starr, Rust Deming, and Bill Brooks for their support and en-
couragement. Ryan Calder, Chang Boo-seung, John Garver, Flynt Leverett, 
Skipp Orr, Alexander Panov, Saito Hirokazu, Konstantin Sarkisov, and Zhao 
Quangsheng have all contributed important insights. Bill Frucht of Yale 
University Press has been a delightful and empathetic interlocutor, who has 
deepened my conception of this book’s intellectual role, while his colleagues 
at the Press and its affi  liates, including especially Jaya Chatterjee, Michael 
Haggett, and Bill Nelson, have sensitively and effi  ciently nudged this book into 
production. Lastly, but not least, my family, with its roots in East Asia and 
deep interest in the Middle East, has inspired me throughout. To all, I am most 
grateful, while recognizing, in scholarship, that the inevitable remaining short-
comings are my own.

Th ere is in my mind no higher task, for both scholarship and policy, than to 
understand the forces that drive the future, in a manageable empirical context. 
Eurasia is such a context, and the forces at work there are fatefully reshaping 
our world, as three de cades of experience and research have suggested to me, 
and as the reader will hopefully come to see in the pages that follow.

Kent Calder
Washington, D.C.

November, 2011
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xxiii

A generation ago, as the Berlin Wall went down, the world stood on 
the cusp of a new era. Th e Soviet  Union was collapsing, while global 
market forces and Western democracy waxed triumphant. For a brief, 
shining moment, we seemed to stand at the end of history— with 
challenging dialectics no more.

Two de cades on, the world confronts palpably more complex chal-
lenges. Powerful new engines of growth have arisen in China and 
India, the great benefi ciaries of globalization, lifting hundreds of mil-
lions from poverty. Yet that same liberating growth has also brought 
new shadows, including resource shortages and new leverage for 
authoritarian petrostates in the global system.

Out of the liberating post– Cold War changes, in short, has emerged 
an unsettling if unremarked new dialectic that now quietly challenges 
the very unipolar Pax Americana that many so recently acclaimed 
as enduring. Th e collapse of communism produced a global world 
that has begotten growth; growth, in turn, has led to resource short-
ages, notably in energy. Tightening energy markets, in response, 
have provoked the rise of new forces— many authoritarian— that 
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generation since the Berlin Wall went down. For all America’s global geo-
po liti cal weight, its soft power, and the dynamism of its leadership, not to 
mention the far- fl ung and formidable transnational networks of its people,3 
the United States controls the levers of neither global energy demand nor 
supply. Eurasia, instead, is the nexus in energy matters, both as producer and 
consumer.4 And it is to that volatile, growing, pivotal, and increasingly inte-
grated continent that this book directs its focus.

As we shall see, East and South Asia together increasingly confi gure world 
energy demand. Indeed, over 42 percent of global primary energy consump-
tion increases since 1990 are attributable to China and India alone, and the 
International Energy Agency forecasts that share to rise to an average of over 
49 percent for the coming two de cades.5 Similarly, it is Eurasia— the Middle 
East and also the successor states of the Soviet Union, once America’s preemi-
nent Cold War competitor— that determines long- term hydrocarbon supply. 
Together, these countries hold almost 66 percent of proven oil, and nearly 
71 percent of proven gas reserves.6 As in the days of the classic Silk Road, 
Eurasia— not America— once again stands as the central actor on the stage of 
global energy aff airs, although its supply and demand decisions will fatefully 
shape our own futures as well.

AN ANALYTICAL GAP

Energy geopolitics has become a fashionable subject of late,7 and deepening 
intra- Asian energy ties are clearly drawing increased notice.8 Yet much re-
mains to be explained. Why have trans- Asian relationships, after centuries of 
mutual isolation among the nations of the continent, gained such sudden dy-
namism? Why have they grown so geopo liti cal? What po liti cal and economic 
forces, in par tic u lar, are giving birth to this new Eurasian political- economic 
confi guration? How and why do critical junctures matter? How are emerging 
intra- Asian energy ties shaped by politics— domestic and transnational— in 
the component nations, and what do the resulting ententes portend for future 
years? How does the deepening energy interdependence across Eurasia trans-
form perceptions, policies, and politics in the nations of the region? What do 
the emerging energy ties among China, India, the Middle East, and the former 
Soviet  Union— fated to deepen steadily over the next generation— portend for 
both their continent and the broader world? Finally, what should be done, 
concretely— both in policy terms and by the private sector— to respond to 
the historic changes in energy geopolitics now underway in Eurasia?
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THE PROBLEM FOR ANALYSIS: 

THEORETICAL CONTEXT

Th is book addresses the paradox of Eurasian continent’s sudden energy supply- 
demand transformation and the geopo liti cal implications thereof, at two lev-
els: comparative politics and international po liti cal economy. In doing so, it 
also brings geography— a long- neglected discipline— back in. Th at hybrid ap-
proach itself is distinctive.

Th is research proceeds in three stages, designed to test the utility of our 
central tools for explaining political- economic continuity and change. First, 
I outline the fragmented, static, paternalistic, and largely secular Cold War 
structure of Eurasia before this remarkable transcontinental integration 
began— a rigid political- economic straitjacket that inhibited many regional 
ties and oriented at least the capitalist states on the rim of Asia across the seas, 
to the broader world beyond. After outlining the preexisting Cold War struc-
ture, I introduce the concept of critical juncture, heretofore applied largely 
in the fi eld of domestic po liti cal development,9 to deepen understanding of 
structural change in the very diff erent fi eld of international relations.

To gain insights into the international impact of critical junctures, I ex-
plore historic national po liti cal transformations across Eurasia that took 
place from the late 1970s onward, and the systemic changes at the regional 
and global levels that followed. I hypothesize that these domestic changes in 
key nations fi rst stimulated local economic growth, then opened the way to 
regional political- economic interdependence, and fi nally confi gured deeply 
the profi le of emerging international relationships across the Eurasian conti-
nent as a  whole, with fateful global implications. I attempt both to describe 
the changes at the national level and to assess their international implica-
tions, especially in deepening transcontinental ties within Eurasia, using 
both path tracing and counterfactual analysis.

Th is book contends that Deng Xiaoping’s Four Modernizations (1978) and 
Narasimha Rao’s parallel Indian economic reforms (1991), to be more specifi c, 
ignited the growth engines in Asia’s two new economic giants. Th e collapse 
of the USSR (1991) then opened the way to broader regional energy integra-
tion, including new infrastructure, trade, and investment among neighbors, 
across old Cold War lines. Th e continental proximity of China, India, and the 
former Soviet  Union, in par tic u lar, off ered fateful new prospects, which could 
be amplifi ed with the addition of new infrastructure. Th e nationalization of 
Aramco in Saudi Arabia (1974), the Ira ni an Revolution (1979), and the advent 
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of Vladimir Putin in Rus sia (1999)— all tumults in major petrostates— gave 
the New Silk Road defi nition.10 Th ey decisively confi gured, in short, the 
geopo liti cal challenges and religiously driven uncertainties that now shape 
emerging Eurasia’s volatile profi le, in energy matters and beyond, at both the 
international and domestic levels.

To give additional depth to the assessment of critical junctures and their 
role in political- economic development, I also consider parallel instances, 
where critical junctures did not occur. Japan and Korea are the major cases 
considered. Th e hypothesis is that these countries play largely technical roles 
in Eurasian continentalist po liti cal economy, in contrast to the transforma-
tional impact of nations where CJs occur. Th e technical roles of the Northeast 
Asian democracies, however, have served important stabilizing functions by 
providing construction ser vices, bridge fi nancing, and aid to energy effi  ciency, 
to accelerate the convergence of petrostate incentives with those of consuming 
nations. Th ere is thus a functional diff erentiation between CJ and non– CJ 
states, which aids the stable evolution of Eurasian continentalism as a  whole.

Beyond the problem of system transformation— an issue in international 
relations approached  here in substantial part through comparative analysis— 
this research also asks another IR question: why Eurasian energy producers 
and consumers so easily fall into symbiotic economic relations with one an-
other, once external constraints are removed, even as their po liti cal ties remain 
more distant. Gaining insights on that question once again requires compar-
ative analysis of receptivity toward interdependence that is sensitive to geog-
raphy as well. Th at subtle interdisciplinary challenge is approached  here by 
considering comparatively the domestic po liti cal economies of four large petro-
state producers (Rus sia, Kazakhstan, Saudi Arabia, and Iran), as well as four 
major consumers (China, India, Japan, and South Korea). Detailed subna-
tional analysis, both macro- and micropo liti cal, is used to identify the dis-
tinctive national biases of these nations in their energy policies, foreign and 
domestic, and thereby reasons for transcontinental synergy, amid continuing 
tension. Th is sort of comparative analysis, as a vehicle for understanding in-
ternational ties, is, as I have noted, methodologically unusual in the po liti cal 
science literature, as is introducing a geographic dimension.

CONCEPTUAL AMBITIONS

In terms of international po liti cal economy, this research strives to break fresh 
theoretical ground in three respects. First, it brings geography back into 
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international po liti cal analysis. Geopolitics was a fashionable study from the 
late nineteenth century until World War II, and in the hands of masters like 
Yale University professor Nicholas Spykman brilliantly foreshadowed emerg-
ing confl icts of the post– World War II world.11 Yet geopolitics has been largely 
dormant as a fi eld of study in international relations since the advent of the 
Cold War, even as po liti cal geography has emerged as a dynamic topic in other 
applications,12 and as statesmen themselves have regained geopo liti cal con-
sciousness in the post– Cold War world.13 Th e research undertaken  here shows 
clearly how policy options and po liti cal leverage in energy policy are infl u-
enced by geography, and why, in that area, the world is by no means “fl at,” as 
some prominent journalists have provocatively maintained.14 It also shows 
how po liti cal barriers to natural geoeconomic expressions— in this case an 
energy Silk Road linking East Asian and South Asian consumers with large 
Middle Eastern and former Soviet petrostate producers— can progressively be 
overcome, through the interplay of po liti cal change at critical junctures, with 
economic logic.

Th is work likewise probes the impact of energy in structurally confi guring 
the international po liti cal economy. It does so, as in other respects, through a 
distinctive hybrid approach that integrates comparative and international 
levels of analysis. One specifi c contribution is the concept of a stabilizing 
petrostate— a nation, as defi ned  here, that helps to sustain price and macro-
economic equilibrium in the global po liti cal economy through its domestic 
actions. Contemporary Saudi Arabia is identifi ed as one such state, with Rus-
sia and Iran— much more populous po liti cal economies confronting stronger 
populist po liti cal pressures as well as political- military constraints— identifi ed 
as potentially destabilizing. Th e structural antecedents diff erentiating “stabi-
lizing” and “destabilizing,” including subnational mechanisms for insulating 
energy decision making from parochial pressures or for magnifying such in-
fl uences are, of course, laid out in the context of the analysis.

In international po liti cal economy, this work makes a third intellectual 
contribution, in elucidating and empirically verifying the notion of continen-
talism. Th e term has been casually used for nearly three centuries, particularly 
in Britain, Canada, and the United States.15 It is employed  here more specifi -
cally to refer to “social and economic policies that encourage and advance 
economic and po liti cal integration of territorially contiguous nations on a 
continental scale.”16 Th e concept has not, however, been used extensively in 
academic literature so far, or applied to Eurasia.
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Considerable attention has been given in the scholarly literature to how 
and why economic regions evolve and begin to take on po liti cal and social 
identities.17 Much work has also been done recently on already formalized 
relationships among established trade blocs below the global level, espe-
cially between the Eu ro pe an  Union and analogous regional entities emerg-
ing elsewhere.18 Very little analysis, however, has so far considered the 
evolution of systematic yet less formal ties at a transcontinental level, be-
tween culturally and eco nom ical ly heterogeneous areas that nevertheless 
enjoy sectoral complementarity in such areas as energy.

Over the past thirty years, as we shall see, a remarkable continentalist trans-
formation, as yet obviously incomplete, has begun quietly occurring in Eurasia. 
Open state- to- state warfare has largely ceased. Po liti cal barriers and historical 
antagonisms have been eroding, especially since the end of the Cold War, 
among such diverse nations as Rus sia, Turkey, China, and Korea. Transcon-
tinental trade, driven by energy interdependence, has intensifi ed, and inter-
personal networks have deepened. Most recently, a transcontinental oil and 
gas pipeline network has begun to emerge, with potentially signifi cant geo-
po liti cal implications.

Journalists have begun to note and document this emerging continentalist 
reality,19 but scholars have yet to examine the phenomenon or to seriously con-
sider its implications. Th ese phenomena might be called “protocontinental,” 
in that they precede full- fl edged formal transcontinental arrangements yet 
encourage them by reducing transaction costs, facilitating cross- border trans-
actions, and rendering such activities more predictable. With the coming of 
transcontinental pipelines, security dialogues, and summit conferences, the 
way is opening for more geopo liti cally signifi cant collaboration as well, con-
trasting sharply with the mutual isolation of the Cold War past.

What continentalism is, how it emerges, and what it implies for broader 
patterns of international aff airs are clearly questions of substantial impor-
tance for international po liti cal economy that are not as yet well explored.20 
Th ere is theoretically inclined literature examining relations between Eu rope 
and Northeast Asia,21 but that relationship is transregional, without the 
geo graph i cal contiguity that one fi nds in continentalism. Virtually no schol-
arship has considered in theoretical terms how and why such “halfway  house” 
transnational relationships, between the regional and the global level, emerge 
across Eurasia, despite their manifest importance to understanding the evolu-
tion of international po liti cal economy in the post– Cold War world.
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To clarify how and why continentalism develops, I propose three simple 
hypotheses: (1) protocontinental political- economic relationships are expected 
to develop readily in the energy area, where fi xed costs and transaction costs 
are high, making risk reduction and the fostering of stable political- economic 
ties a high priority; (2) protocontinental relationships will be strengthened by 
resource complementarities; and (3) protocontinental relationships are strength-
ened by functional complementarities at the domestic level, in areas like energy 
effi  ciency. We explore continentalist phenomena in the energy area, including 
pipelines, extensively in chapters 7 and 8, addressing the foregoing conceptual 
issues.

Such nascent, protocontinental, energy- related interactions can be observed 
vividly on the Eurasian continent, stretching from Northeast Asia to the Mid-
dle East and the gates of Eu rope, including Rus sia. Interactions within the 
Shanghai Cooperation Or ga ni za tion, Asia-Middle East Dialogue and Gas 
Exporting Countries Forum, for example, often have this fl avor, although 
they are but early signs of a potentially deepening trend that has both formal 
dimensions and less formal network- centric aspects. Th e countries involved— 
spread across the Middle East, Rus sia, Central Asia, South Asia, and East 
Asia— are geo graph i cally contiguous, as indicated in Figure I.1, share a com-
mon history several times more venerable than that of the United States itself, 
and are drawn together today by energy interdependence.

Th e nations of Eurasia, however culturally distinct, share commonalities 
and complementarities that can readily support deeper ties at least in some 
geo graph i cally related sectors such as energy, nonenergy resource extrac-
tion, and transportation.22 During the 1980s this meant deeper maritime 
ties, especially between the Middle East, on the one hand, and the advanced 
Japa nese and Korean economies on the other. Since the collapse of the So-
viet  Union and the acceleration of Chindian growth during the early 1990s, 
overland ties across Eurasia have also grown progressively more intimate, as 
indicated in Figure I.2. Yet continental integration still remains at an early 
stage, due to lingering political- economic constraints. Th e genesis and evolu-
tion from protocontinentalism to deeper, more institutionalized ties across the 
incipient region, as well as the ultimate confi guration of continentalism itself, 
are both analytically interesting and potentially of broader geopo liti cal sig-
nifi cance. Th ey are literally at the still poorly examined interface between ge-
ography and politics.

Eurasian continentalism is being driven not only by underlying resource 
complementarities but also by historic shifts in the locus of economic growth 
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and resource demand within key nations, most conspicuously China— since 
2009 the largest energy consumer in the world. For the fi rst two de cades fol-
lowing the advent of the Four Modernizations in 1978, Chinese growth and 
energy demand  were largely concentrated along the east coast of the People’s 
Republic of China (PRC). Over the past de cade, however, new inland growth 
poles, such as Chengdu, Xian, Chongqing, and even Urumqi and Kashgar 
in Xinjiang Province have emerged, creating new overland- access energy im-
peratives as well. Th e expansion of energy demand in China’s inland areas is 
still in its early stages, but this geopo liti cally important broadening of de-
mand can be graphically seen in Figure I.3. Th is growth- inspired development, 
together with geopo liti cal aversion to dependence on sea lanes dominated by 

Figure I.1: Th e energy foundation for Eurasian continentalism.
Sources: BP, Statistical Review of World Energy, 2011 edition; U.S. Department of Energy, 
Energy Information Administration, International Energy Outlook, 2010 edition,  http:// 
www .eia .doe .gov /oiaf /ieo /pdf /ieoefcase .pdf .
Notes: Th e major consumer nations (China, India, Japan, and Korea) and producer 
countries (Rus sia, Kazakhstan, Iran, and Saudi Arabia) lie adjacent to one another. 
Figures for China, India, Japan, and Korea indicate energy consumption (million tons 
oil equivalent). Consumer- nation fi gures represent energy consumption (2010 vs. 2030 
DOE projections). Numbers associated with producer nations indicate global reserve 
ranking.
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the U.S. Navy, is motivating the PRC to seek international pipeline access to 
its overland borders to the west, south, and north— intensifying pressures for 
Eurasian continental interdependence still further.

Also analytically important to understanding the geopolitics of Eurasian 
energy is the prospective profi le of confl ict and conciliation in this volatile 
part of the world, as transcontinental integration proceeds. Th e confl ict in 
Af ghan i stan and its relation to regional cooperation, with regard to pipelines, 
electric power grids, and transportation systems, is just one illustration of the 
concrete issues at stake. Understanding through the prism of energy geopolitics 

Figure I.2: Th e changing geography of Asian energy demand (1990– 2010).
Notes: (A) With Japan being by far the largest oil consumer in the region, the primary 
transportation route for oil was by sea from the Middle East. (B) With China and India 
increasing their oil appetite, and with Cold War barriers eroding, alternatives for oil 
sourcing emerged: Rus sia and Central Asia. Alternative overland transportation routes 
via pipelines, rail, and long- distance electricity grids came to make economic sense as 
well. Th is economic change induced a change in geopo liti cal dynamics: continentalism.
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the profi le of rising political- economic interdependence across Eurasia, largely 
still operating outside formal institutions, thus provides a useful vehicle for 
examining clearly emerging, if still inchoate, features of the post– Cold War 
world. Th ese features include the revival of balancing in international rela-
tions; reemerging multipolarity; and signs that the long era of interstate war-
fare on the continent may be drawing to a close, supplanted increasingly by 
new forms of geoeconomic confl ict.23

ABOUT THIS BOOK

Th is volume chronicles the deepening role that Eurasians— both producers 
and consumers— are coming to play in global energy geopolitics and con-
siders why that role has deepened over the past de cade so profoundly. Th e 
heart of the book explores the political- economic forces now bringing the 
rising consumers of East and South Asia and the well- endowed petrostates 
of the Middle East and the former Soviet  Union into such dramatic sym-
biosis: the geo graph i cal proximity, long disrupted by Cold War politics; the 
sustained long- term economic growth of Asia; the continent’s low level of 
initial energy consumption; and the rapid subsequent rise in its energy de-
mand. Th e book also considers the simultaneous quest of both Asia and 
Rus sia for new geopo liti cal roles in global aff airs and the complex synergy 
between the deep yearnings of the Islamic world for change, as well as the 
rising aspirations elsewhere on the continent kindled by Asia’s dramatic 
ascent. Islamic disaff ection with the global status quo has been aggravated, as 

Figure I.3: Th e continentalist shift in China’s domestic energy demand (2000– 2010).
Source: State Statistical Bureau of the PRC, China Statistical Yearbook, 2011 (Beijing: 
State Statistical Bureau of the PRC, 2011).
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we shall see, by the fervent strivings of Rus sia since the advent of Putin to re-
vive Moscow’s Cold War global prominence through the new lever of energy. 
Th e book concludes with a searching assessment of what the novel and dy-
namic prospect of a New Silk Road based on growing, long- term continental 
Eurasian energy interdependence in fact means for global aff airs, and how 
the broader world should respond to a resulting incipient Eurasian continen-
talism. Th e book’s fi ndings have important theoretical as well as practical 
implications for both comparative politics and international po liti cal econ-
omy, as we shall see.



1

Energy is to the New Silk Road what silk was to its ancestors. Along 
that long and winding road, stretching in our fi gurative defi nition 
from the Persian Gulf to China, Korea, and Japan, traversing Central 
Asia and Rus sia along the way, with a spur to India, lie the largest 
energy producers, and the most ravenous consumers, on earth. Th e 
Gulf alone produces more than 30 percent of the world’s oil. Its role 
can only grow in future, with just three countries— Saudi Arabia, 
Iran, and Iraq— cornering nearly half the world’s entire proven 
 reserves of oil. Meanwhile, Rus sia, with nearly a quarter of global 
reserves, may well hold the key in natural gas.

And it is not the producers alone. Th e road also snakes among 
teeming masses of the world’s most numerous and aspiring energy 
consumers. Th e people of China and India— the two most populous 
nations on earth— are prominent among them. Th ese countries are 
prospectively large, globally important consumers for three reasons: 
they are growing rapidly; they are passing through a stage of develop-
ment when their energy consumption is highly intensive; and they 
have huge populations. Indeed, nearly half of the world’s people live 
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cally important segment of the current global energy constellation— worldwide 
petroleum supply and demand— are presented succinctly in Figure 1.1. It also 
shows clearly how substantially the globally dominant pattern of Asian de-
mand and Middle Eastern supply, complemented by hydrocarbon resources 
from the former Soviet  Union, will intensify over the coming generation.

Energy markets are of course global, and no patterns of short- run geo graph-
i cal interdependence are foreordained. Yet energy complementarities matter, in 
the deepening of Eurasian interdependence, because they occur among nations 
that are so close to one another. Propinquity provides, once po liti cal obstacles 
are removed, a dynamic basis for deepening— and synergistic— economic and 
strategic interaction among the nations of Eurasia, especially through physical 
channeling mechanisms such as pipelines, which simultaneously create a 
distinctive geopo liti cal intimacy. Th at is almost unpre ce dented for Asia, in 
contrast to circumstances elsewhere in the industrialized world, where exten-
sive trans-continental pipeline grids have existed for some time.

Energy is a vital commodity, to producers and consumers alike, as well as 
one for which Asia stands in a profoundly complementary relationship with 

Figure 1.1: Th e Middle East and Asia: contrasting oil export and import poles (2010 
–2030).
Sources: BP, Statistical Review of World Energy, 2011 edition; and International Energy 
Agency, World Energy Outlook, 2011 edition.
Note: Th e historical statistics are fi gures for 2010 , and the projections are for 2030.
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Rus sia, Central Asia, and the Middle East that is distinct from other inter-
regional dependencies and of unique global importance. Th e more rapidly Asia 
grows, and the larger it looms on the global economic scene, the more it is 
likely to need the energy producers along the New Silk Road, with energy 
price volatility inhibiting other higher- cost alternatives. In this sense, energy, 
particularly when being conveyed via pipelines, is truly the foundation for 
a new geopo liti cal relationship that could, in the world beyond the Iraq and 
Af ghan i stan confl icts, profoundly transform the face of global aff airs over 
the coming two de cades.

Many confi gurations of supply and demand are historically embedded, re-
fl ecting not future prospects, or even current complementarities, but decisions 
of the distant past. Th is is especially true in North America and Eu rope, as 
suggested above. Th ere, much energy infrastructure, especially pipelines, was 
built in earlier days of energy history, when domestic reserves  were larger, and 
foreign reserves— even in the Persian Gulf— were relatively unknown. Th at 
the United States, with a mere 2.4 percent of global reserves, should be pump-
ing over three times that share of the world’s oil is clearly such a refl ection of 
long- exhausted capabilities. Existing refi neries, pipelines, and commercial con-
nections make inertia simpler— until the wells run dry— than moving to a 
more global operating plan.

Th e trade- off s are somewhat diff erent in Asia than in the West. Established 
infrastructure is generally not so substantial, and existing standard operating 
procedures exert much less of a constraint. At the margin, demand is generally 
rising faster than elsewhere in the world, off ering Asian consumers latitude to 
choose more attractive partners than their Atlantic counterparts enjoy.

Asians tend to think for the long term. And with respect to oil, long- term 
supply calculations lead— when extenuating circumstances such as embed-
ded costs or po liti cal risk do not intrude— almost inevitably to the Middle 
East, and secondarily to the former USSR. Th is is particularly true for Asian 
energy fi rms when they have the opportunity to drill for themselves, as pro-
duction costs are extraordinarily low in the Gulf and its environs. Even when 
East Asian fi rms cannot enjoy such access, as is typically true, the Middle East 
can fl exibly provide large increments of energy supply, a par tic u lar attraction 
to a region like Asia, where demand is growing so rapidly. Rus sia is similarly 
attractive for natural gas.

For many years the range of supply alternatives provided to Asian energy 
consumers was constrained by the operation of Western multinational inter-
mediaries with global access opportunities that the Asians did not enjoy. In 
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the markets themselves, this access diff erential led to the so- called Asian 
premium of higher prices for Asian consumers. With globalization, rising 
competition, and the declining clout of the “Seven Sisters” in the Middle 
East and elsewhere, however, these price distortions have been eroding, leav-
ing increasingly transparent, market- oriented choices for all.

THE EMERGENCE OF EURASIAN 

ENERGY- DRIVEN INTERDEPENDENCE

Emerging synergies across the Eurasian continent, from west to east, extend far 
beyond energy. Quietly, in the world beyond Baghdad, Kabul, and their fragile 
links to Washington, a New Silk Road has been emerging, linking East Asia 
with the Middle East and destinations between. Th e explosive growth of China 
and India, coupled with the collapse of the Soviet  Union and other historic po-
liti cal changes, have driven the transformation, in response initially to West-
ern consumer demand, to be sure. Yet Atlantic Basin purchases of Asian 
electronics, textiles, and machine tools have fueled not so much reciprocal 
prosperity in the West as a historic revival of long- dormant intra- Asian ties, 
with fateful implications for the future. It is the story of that New Silk Road, 
and its implications for the world beyond the Iraqi and Afghan confl icts now 
waning, which concerns us  here.

In the new setting of that post- confl ict world, East, West, and South Asia— 
the heart of the original Silk Road itself— are growing into an ever- deeper long- 
term interdependence, driven by energy, yet transcending it. High- growth 
East and South Asia need more and more oil and gas. Meanwhile, the Middle 
East and Rus sia, hungry for Asia’s high- quality industrial goods, are ineluc-
tably becoming the ultimate source.

Th e rising recent interdependence of these two great pillars of the pre- 
Columbian world can be seen graphically in the trade fi gures. Th e driver, to 
reiterate, is clearly energy, whose high prices are in turn profoundly animated 
by Asian growth. Energy generates fully three- quarters of exports from the 
Middle East and the former Soviet  Union on average.3 Energy also helps cre-
ate, when oil and gas prices are high, a lucrative, expanding market in those 
booming petrostates for Asian products and ser vices as well.

Eurasian energy interdependence, it should be noted, has proceeded in two 
stages. Th e fi rst, beginning in the 1950s and peaking in relative importance less 
than a de cade ago, was maritime interdependence, with the Middle East and 
Northeast Asia— principally Japan and South Korea— at the antipodes. Th e 
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exports, have been fl at or declining for three de cades, and are currently lower 
than in 1980. Currently the United States is less than one-seventh as impor-
tant a market for the Middle East as Asia is, in overall quantitative terms, and 
one-eighth as consequential in oil, although the ratios for both pa ram e ters 
 were close to equal as late as 1990.

Th e driver is energy. Middle Eastern exports to Eu rope have been declining 
mainly because Eu rope has become much more self- suffi  cient in energy than it 
used to be. Norwegian and British oil, as well as Dutch and Rus sian gas, have 
come to supply much of the Eu ro pe an market formerly fi lled by Middle East-
ern producers. Th e declining share of Middle Eastern exports fl owing to the 
United States, even in a period of rising energy prices, has geo- economic logic, 
but contrasts sharply to the substantial American political- military commit-
ments of the past de cade. It may have po liti cal as well as economic origins, 
including modifi cations in long- standing Saudi po liti cal determination to be 

Figure 1.2: Middle East exports to Asia, the United States, and the Eu ro pe an  Union as a 
percentage of total Middle East exports.
Source: International Monetary Fund, Direction of Trade Statistics, annual.
Note: Th e IMF defi nes Asia as consisting of Af ghan i stan, American Samoa, Bangladesh, 
Bhutan, Brunei, Darussalam, Cambodia, PRC China, Hong Kong, Macao, Fiji, French 
Polynesia, Guam, India, Indonesia, Japan, Kiribati, South Korea, Laos, Malaysia, 
Maldives, Marshall Islands, Micronesia, Mongolia, Myanmar, Nauru, Nepal, New 
Caledonia, Pakistan, Palau, Papua New Guinea, Philippines, Samoa, Singapore, 
Solomon Islands, Sri Lanka, Th ailand, Tonga, Tuvalu, Vanuatu, and Vietnam. Th e 
IMF defi nes the Middle East as consisting of Bahrain, Egypt, Iran, Iraq, Israel, Jordan, 
Kuwait, Lebanon, Libya, Oman, Qatar, Saudi Arabia, Syria, United Arab Emirates, 
West Bank/Gaza, and Yemen.
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the largest foreign oil supplier to the United States. Currently both Japan and 
China import signifi cantly more Saudi oil than the United States does.6

Geopo liti cal shifts as the American military presence in the Islamic world 
winds down are also, ironically, correlating with an enhanced Asian energy role. 
In Iraq, where the International Energy Agency projects that the largest oil 
production increases in the world will occur over the next generation,7 China 
garnered the fi rst contract awarded to foreigners in 2008. It also received the 
largest national share of contracts awarded during 2009– 2011, on the eve of the 
December, 2011 U.S. withdrawal.8 China also played the central role during 
2010– 2011 in energy, as well as mineral extraction projects, in Af ghan i stan.9

From Land Rover to Land Cruiser: Asia’s 

Rising Middle Eastern Presence

Th e converse pattern in Eurasia’s “maritime continentalism”— trends in Mid-
dle Eastern imports from the rest of Asia— is also striking, especially in com-
parison with Middle Eastern imports from other major regions of the world. 
As is shown in Figure 1.3, Middle Eastern imports from Asia— in which motor 
vehicles play a substantial role— have been steadily rising, from under 20 per-
cent of Middle Eastern imports in 1980 to nearly double that by 2010. With 
respect to imports from both Eu rope and the United States, the post– Gulf 
War period marked an important point of transition. In 1992 fully 44 percent 

Figure 1.3: Middle East imports from Asia, the United States, and the Eu ro pe an  Union 
as a percentage of total Middle East imports.
Source: International Monetary Fund, Direction of Trade Statistics, annual.
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of the Middle East’s imports still came from Eu rope; by 2006 this ratio had 
fallen to 31 percent, as Middle Easterners increasingly forsook British Land 
Rovers for Toyota Land Cruisers as their desert- crossing vehicles. Similarly, 
America’s share of the Middle Eastern market had fallen from 13 to less than 
10 percent— massive American arms exports to the region notwithstanding.

Eurasian maritime continentalism, with its foundation in energy trading 
patterns, shows promise of producing an entirely new sort of global political- 
economic equation, with transformative implications for world aff airs. Signifi -
cantly, this confi guration marginalizes the United States, the largest oil producer 
on earth for three- quarters of the twentieth century. Indeed, the United States 
today trades relatively little with Eurasia, even in energy, and fi nds itself a 
substantial importer, but largely from elsewhere.10 Th e rise of Eurasian conti-
nental interdependence, whether by sea or land, similarly erodes the economic 
role of Western Eu rope, which trades increasingly with itself.

Both domestic po liti cal restrictions and a parallel lack of overarching trans-
national governance greatly limited economic interchange along the tradi-
tional Silk Road byways—“overland continentalism”— across most of the 
twentieth century. Most conspicuous and geopo liti cally important, of course, 
 were the commercial and informational controls imposed by the Soviet  Union 
between 1917 and 1991, many of them internal to the USSR itself, and the 
complementary Cold War restrictions imposed by the United States and its 
allies, preeminently the trade embargo of China between 1950 and 1971.11 To-
gether, these constraints led to a virtual collapse of trade and communication 
between Central Asia and the outside world, including contiguous Islamic 
neighbors, for nearly three- quarters of a century. Between the early 1960s and 
the late 1980s, following the Sino- Soviet split, economic interchange between 
China and the entire Soviet  Union nearly ceased as well.12 And until the 
1990s domestic travel, and even commerce within China and Rus sia them-
selves,  were highly restricted for many local citizens, as well as foreigners.

A GENERATION OF POLITICAL- ECONOMIC 

REALIGNMENT (1973– 1999)

All these embedded po liti cal controls and constraints long crippled the 
expression of the otherwise powerful underlying complementarities of land, 
labor, and capital prevailing within Eurasia, leading to relative stagnation along 
the classical course of the old Silk Road. Yet six momentous if largely unrelated 
developments in diverse parts of the continent fatefully transformed that static 
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equation, to give birth to a more integrated Eurasia and a resurgence of over-
land continentalism. Th ese changes aligned the Silk Road nations— backdoor 
geographic neighbors, after all— synergistically toward one another again, 
through their complementary roles in energy production and consumption, 
inspired by the historic economic transformations of the period. Within little 
more than a de cade of the Cold War’s denouement, these seismic changes 
began leading to unpre ce dented new political- economic ties, including a na-
scent continental oil and gas grid.

Th ese six fateful critical junctures, considered in detail in Chapter 3,  were: 
(a) widespread nationalization of Western multinational energy holdings in 
the Arab world, during and after the 1973 Yom Kippur War; (b) Deng Xiaop-
ing’s Four Modernizations in China, inaugurated in late 1978, which inspired 
China’s remarkable subsequent growth; (c) the Ira ni an Revolution of 1979, 
which re oriented Teheran from the Atlantic nations back toward the non- 
Western world; (d) India’s fi nancial crisis and subsequent economic reforms 
of 1991, which brought that giant, previously isolated sub- continental nation 
actively back into Asia, as well as the broader world; (e) the 1991– 1992 collapse 
of the Soviet  Union, which opened Central Asia to its Silk Road neighbors; 
and (f) the ascent of Vladimir Putin, beginning in 1999, which transformed 
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Figure 1.4: A generation of transition in the Eurasian giants: critical junctures, 1973– 1999.
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Rus sia into an aggressive, strategic petrostate player in global energy aff airs, 
and a catalyst for deepening Eurasian energy interrelationships. Th e geo-
graph i cal locale of these fateful developments is noted in Figure 1.4.

Economic growth, energy complementarity, geo graph i cal propinquity, 
and the erosion of old po liti cal constraints during the turbulent 1980s and 
1990s naturally brought increased economic interdependence, and a growing 
degree of diplomatic coordination among many of the nations involved, with 
complementary energy profi les as a critical driver. Yet interdependence did 
not bring stability. Weapons of mass destruction and their delivery systems 
proliferated, with India and Pakistan going nuclear in 1999, and North Korea 
testing in 2006. Terrorism increased, followed by fateful, per sis tent inter-
national confl icts in both Af ghan i stan (from 2001) and Iraq (from 2003). Th e 
emerging Eurasian continentalism has thus become a troubling amalgam of 
prosperity, energy interdependence, and volatile, dangerous politics, across po-
rous boundaries, driven by growth— with momentous, potentially disturbing 
implications for all the world. Appendix A surveys the contours of that power-
ful stimulus to Eurasian energy demand in greater detail, while Appendix B 
enumerates the new regional institutions striving to integrate the region.

EMERGING POLITICAL- MILITARY CHALLENGES

Eurasian energy interdependence can, as it grows and attains greater intensity, 
across both its maritime and overland dimensions, potentially pose geopo liti-
cal challenges to the broader world in two respects. It could, on one hand, 
possibly gain such mass and cohesion that it begins to provide an alternative, 
either institutionally or in the realm of values, to the Pax Americana that has 
reigned as a global paradigm since the end of the Cold War. Alternatively, 
this Eurasian continental agglomeration could also, due precisely to the do-
mestic instability or ungovernability of its weaker members, or their mutual 
rivalries, pose a diff use, unstructured political- military challenge, with a ter-
rorist dimension that could prove troubling in a very diff erent way.

Internationally, Eurasia has no doubt grown more interconnected than is 
commonly understood in the West, as energy interdependence has deepened, 
while key members like China, Rus sia, and even Turkey have grown more 
proactive in promoting regional political- economic interdependence. Eurasian 
nations have already created several growing transregional institutions, for 
example, that omit the United States. Th e Asia- Middle East Dialogue (AMED), 
the Shanghai Cooperation Or ga ni za tion (SCO) and, before 2011, fhe East 



The Challenge of a New World Emerging12

Asia Summit (EAS) are three signi“ cant cases in point. � e SCO, originally 
established to formally de“ ne borders between China and the successor states 
of the Soviet  Union, has grown and prospered, especially in the security 
realm, holding annual joint antiterrorist exercises since ����, and broadening 
member coordination into the energy and trade policy areas as well. � e six 
formal members of the SCO, including Rus sia, China, and the Central Asian 
states, minus Turkmenistan, have also attracted other Eurasian regional pow-
ers, including Iran, India, and Pakistan, to participate as observers, while the 
SCO maintains an ongoing contact dialogue with Af ghan i stan.

Turning to the domestic side, growth along the New Silk Road has clearly 
meant a�  uence. Yet it has also, in country after country, meant social 
change. � e peoples of China and India, Uzbekistan, and even Saudi Arabia 
have moved from farming and nomadic life to the cities, where many have 
become educated and entered new professions. Social expectations have gen-
erally risen yet often remain unsatis“ ed. In e qual ity has deepened, leading to 
growing disa� ection and often po liti cal instability.

Across the Islamic segment of the New Silk Road, extending in a great arc 
from Xinjiang, Rajastan, and the Hindu Kush westward to the Persian Gulf and 
beyond, fundamentalist sentiment has been rising, inspired by the Ira ni an Revo-
lution and the Afghan Islamic re sis tance to Soviet invasion during the late �	��s 
and the �	��s. �  is sentiment has often expressed itself perversely in the form 
of terrorist movements. Apart from the infamous al- Qaeda, Uzbekistan•s IMU, 
Egypt•s Muslim Brotherhood, Xinjiang•s East Turkestan Front, Kashmir•s 
Lashkar- e-Taiba, and Indonesia•s Jamal al- Islamiah, among others, have ironi-
cally fed on the social disa� ection in the growing societies of the New Silk Road.

Deepening Eurasian interdependence has also given birth to more explicit 
military challenges, including intraregional tensions. Several growing nations, 
such as Rus sia and China, have been emboldened by rising a�  uence to expand 
military spending and develop more sophisticated armaments. At times they 
have turned militarily belligerent, as Rus sia did against Georgia in August 
����. Several of the more isolated and parochial states, including Iran, Syria, 
Pakistan, and North Korea, have sought chemical, biological, and nuclear 
weapons. Proliferation by one or two, as in the Indo- Pakistani rivalry, has led 
to broader paranoia and a vicious cycle of proliferation to others also.

Where nations depend heavily on trade, some have argued, the impulse 
to militarization, and especially to attain nuclear- weapons capacity, is muted.13 
�  is does not appear to be nearly as true across Eurasia as elsewhere in the 
world, particularly with regard to energy exporters. Trade interdependence is 
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substantial and rising, but heavily energy related. Th e elites of energy- producing 
nations, as the petrostate literature clearly suggests, tend to be autistic toward 
both domestic and international constituencies, while possessing the resources 
to devote to weapons development and acquisition, even in the face of inter-
national disapproval.

Economic growth, in short, has counterintuitively spawned violence, in-
stability, and turmoil across Eurasia, rather than fostering the democracy and 
stability that have so often felicitously followed in its wake elsewhere. Th e 
region’s energy dependencies could well be part of the problem. Since energy 
is such a strategic, universally desired commodity, energy exporters typically 
do not face the need to accommodate the global community in the same way 
as their counterparts elsewhere in the developing world, especially in sellers’ 
markets. Energy- demand growth throughout the fi rst post– Asian fi nancial 
crisis de cade (1998– 2008) may have encouraged eff orts at proliferating weap-
ons of mass destruction, as in the case of Iran. A precipitous short- term fall in 
energy prices during late 2008 may have conversely leveraged international 
pressure, but subsequent recovery within less than a year, driven by “Chin-
dian” demand, released that constraint once again.

CONCLUSION

Across the vast expanse from the Yellow Sea to the Persian Gulf and the Suez 
Canal, a new, transcontinental dynamic is thus arising in the post– Cold War 
world. Eurasia is becoming a vast interactive political- economic entity, under 
the powerful, deepening impact of energy interdependence, as Cold War po liti-
cal barriers fall. And Eurasia is growing explosively, with its forward progress 
driven by the dual engines of Chinese and Indian demand. A distinctive, 
steadily broadening, and accelerating pattern of continental economic expan-
sion, ever less reliant on the American market, is clearly coming into prospect.

Japan was the growth pioneer, across the turbulent half century in which 
it emerged from feudal isolation to ultimately vanquish Czarist Rus sia, at 
Mukden, Hill 203, and ultimately the Straits of Tsushima, in May 1905. It was 
followed by the Four Tigers, during the 1960s and 1970s. And then China, 
whose Four Modernizations of 1978 unleashed a remarkable, historic, and 
still- continuing expansion that is today profoundly transforming the face of 
world aff airs.

Yet China’s expansion, we have discovered, is not the end or even the heart 
of our story. Th e key reality is a more complex continental synergy among 
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many nations. Beginning in the early 1990s, the pattern of Asian growth began 
to broaden beyond East Asia itself, extending to the south and west, gaining 
added momentum, and becoming linked with increasing intimacy to the Mid-
dle East, India, and points in between. An integrated Eurasia, at last, is slowly 
being born, even as lingering geopo liti cal and subnational tensions persist.

Simultaneous growth in East, South, and Central Asia, combined with a 
waning of traditional geopo liti cal antagonisms, has naturally led to deepened 
transcontinental interdependence, with both a maritime and an overland di-
mension. Th e labor- intensive economies of China and India, on the one hand, 
and the resource- intensive economies of Central Asia, Rus sia, and the Middle 
East, on the other, naturally complement one another. Trade relations, based 
on energy but transcending that vital resource, have steadily expanded, both by 
land and by sea, providing a deepening economic basis for a Eurasian energy 
interrelationship that could potentially change the face of international aff airs.

Yet the western rim of Asia, we have found, has experienced volatile and 
uneven growth over the past two de cades, contrasting to the explosive yet sus-
tained expansion of China, India, and much of Central Asia. Western Asia’s 
instability and propensity to become enmeshed in global geopo liti cal confl icts 
presents a major challenge to the coherence of the continent as a  whole, simul-
taneously breeding chaos and abetting totalitarianism. Th is challenge has 
been deepened and complicated over the past de cade by the resurgence and 
increasing geopo liti cal activism of Rus sia in world aff airs. Yet the latent im-
portance of the Middle East and Rus sia to their Eurasian neighbors goes 
without saying, despite their volatility and unsavory domestic politics, since 
those strategic energy producers together hold two- thirds of world oil re-
serves, and two- thirds of global gas as well.

Despite political- economic uncertainties in the large West Asian nations, 
such as Iran, Turkey, and Saudi Arabia, as well as the changing role of Rus sia, 
fl exible, entrepreneurial global cities like Singapore and Dubai, complement-
ing catalytic domestic centers like Urumqi, are helping to knit the po liti cal 
economies of Eurasia together, building on an ineluctable underlying eco-
nomic logic. Th e challenge of stability, however, is enduring, given the power-
ful currents of social mobilization and incessant geopo liti cal rivalry. And the 
rising political- economic interdependence of the Eurasian nations, as we 
have seen, has given urgency to new political- military challenges also, both 
for these countries individually and for the broader world, particularly given 
the catalytic role that Moscow and Beijing, once and future super- power 
capitals, could potentially play.
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Geography, and particularly the study of interrelationships among 
people, the state, and territory, was for centuries an avidly studied and 
debated subject in both the academy and the realm of practical af-
fairs. Creative faculty like Nicholas John Spykman of Yale taught 
large and enthusiastic courses at major universities and wielded per-
sonal infl uence in international relations. Geographers and geostrat-
egists  were a fi xture in diplomatic and military institutes throughout 
the major nations of the world. And geo graph i cal considerations 
cast a long shadow over world politics for three full centuries, from 
the Peace of Westphalia (1648) and Vienna (1814) to the Treaty of 
Versailles (1919) and on to the Cairo, Teheran, Yalta, and Potsdam 
conferences that reconfi gured both Eu rope and Asia at the turbulent 
end of World War II.

Given the intellectual prominence that the study of geography 
enjoyed even seventy years ago, it commands remarkably little atten-
tion today. Commentators tell us confi dently that “Th e world is 
fl at,” with globalization rendering physical location of marginal 
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concern,1 and they assert that we live in a •borderless world.Ž2 International 
relations theory speaks of •sovereignty at bayŽ3 and focuses aridly on the ab-
stract architecture of international regimes, constitutional order, transition 
pro cesses, and the general qualities and motivations of nation- states in their 
international dealings, or occasionally on how subnational actors in” uence 
patterns of power and interdependence. Yet remarkably little attention has 
been given lately to the impact of location or local resource endowments on 
either domestic or international politics, in part due to the prevailing percep-
tion that all resources are fungible and mobile.

�  e physical world itself, of course, has not been fundamentally altered by 
the recent revolutionary changes in transportation and communications. Bei-
jing remains closer to Tokyo, Seoul, and Teheran than it is to Washington, 
DC, just as it was a century or a millennium ago. Iran still lies astride the 
Straits of Hormuz, and Rus sia continues to be situated between Turkmeni-
stan and Western Eu rope. � e question is not whether these immutable 
geological truths are in question, but how, when, and why they still matter.

Given the pervasive recent skepticism, in this mobile, global age, that loca-
tion really does make a di� ererence and that it could actually grow more 
important in coming years, it is incumbent on us  here to begin making the 
case. In this chapter, I “ rst review the rise and decline of geo graph i cally con-
ditioned thinking, with a special focus on the concept of the heartland in 
Western, Rus sian, Turkish, and East Asian geopo liti cal thought. I then ex-
plore the contemporary relevance of such thinking in today•s world. I show 
that, while geography may be of declining relevance in manufacturing and 
“ nance, it still retains special utility in the world of energy, and especially in 
explaining energy relations among Asia, Rus sia, and the Middle East. In con-
clusion, I consider just how geography in” uences transnational energy ” ows, 
both directly and mediated through changing po liti cal structures, as well as 
how energy thereby shapes the pro“ le of world a� airs.

THE RISE AND FALL OF 

GEOGRAPHIC DETERMINISM

�  e notion that political- military strategy is in” uenced by the geographic 
setting of actors has a venerable pedigree, dating back at least to Herodotus.4 
In �  e History, Herodotus chronicled a clash of civilization among Persians, 



Where Geography Still Matters 17

Egyptians, Scythians, and Greeks— all of whom he believed to be powerfully 
infl uenced by their respective geographic settings. Th e early modern German 
geostrategist Dietrich Heinrich von Bulow developed a purportedly scientifi c 
approach to strategy in his 1799 classic, Th e Spirit of the Modern System of War.5 
Yet it was ultimately late in the nineteenth century, as the world came to be 
starkly bifurcated between imperial powers and colonies, with no new fron-
tiers for the great powers to explore and the struggle for primacy among ma-
jor nations escalating, that geostrategic thinking assumed special salience.

During this period, two strains of geopo liti cal thinking came into par-
tic u lar prominence, epitomized in the work of Alfred Th ayer Mahan, the 
American strategist, and Halford Mackinder, prominent British geogra-
pher. Mahan emphasized the importance of sea power to global domi-
nance, while Mackinder stressed the strategic centrality of the vast Eurasian 
heartland. Th e two saw geography as important for sharply diff erent rea-
sons. Yet both agreed that location conferred pronounced advantages and 
disadvantages on individual political- military actors, and of necessity exer-
cised profound infl uence on national strategy as well.

For Mahan, the decisive geopo liti cal benefi t conveyed by proximity to the 
sea was mobility. Maritime nations, such as Britain and the United States, had 
cosmopolitan access and strategic invulnerability that was diffi  cult for land 
powers to emulate. Sea powers  were also able to benefi t disproportionately 
from international trade and to maintain overseas possessions, while con-
versely capable of blockading their enemies, and thereby consigning them to 
economic stagnation. By amassing forces in decisive battles, such as Trafal-
gar, Tsushima, and Jutland, maritime powers could confi dently control the 
course of world aff airs and vanquish even potent land powers like Napole-
onic France.6

Mahan saw some factors apart from geography, notably personal traits such 
as loyalty, courage, and ser vice to the state, as likewise important in shaping 
history. He stressed such considerations in his well- regarded two- volume 
biography of Admiral Horatio Nelson, the victor of Trafalgar.7 Mahan was 
also something of a climatic determinist. In his classic assessment of Asia’s 
geostrategic circumstances, for example, he argued that land powers such as 
imperial Rus sia  were unavoidably dominant in Asia above the fortieth paral-
lel, for climatic reasons, with portions of Asia below the thirtieth parallel 
conversely subject to the eff ective control of sea powers like Britain and the 
United States.8
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Mackinder, like Mahan, believed profoundly in the importance of physi-
cal location. His vision was especially powerful because it distilled from 
geography a central principle of international politics: that the key to world 
power is control of the •geo graph i cal pivot of history.Ž9 In gauging this pivot 
point, he stressed the superior geopo liti cal bene“ ts of continental over mari-
time provenance„ particularly central location on the Eurasian landmass, 
far removed from the sea and large navigable rivers emptying into it. � e 
central part of Eurasia, highlighted in Figure �.�, was a crucial pivot area for 
Mackinder, from which pressure could be ” exibly exerted on both Eu rope 
and Asia.

In Mackinder•s view, central, continental location provided many 
advantages„ e�  cient inside lines of communication; proximity to natural 
resources, food supplies, and industrial centers; and invulnerability to adver-
sarial naval power. � ese strengths contrasted with what he viewed as the 
much more exposed circumstances of the maritime nations. Mackinder•s 
notion of geopolitics was epitomized in his oft- quoted maxim: •Who rules 
East Eu rope commands the Heartland. Who rules the Heartland commands 
the World- Island, and who rules the World- Island commands the World.Ž10 
Not surprisingly, his continentalist geopolitics  were enthusiastically sub-
scribed to by a long line of German, Rus sian, and even Japa nese theorists, 
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especially in the pre- 1945 years. Th e specter of Napoleon’s invasion of Rus sia 
and abject defeat, followed by that of Hitler, seemed to confi rm both the at-
traction of the heartland and the near invulnerability of those who held it.

Continental Eu ro pe an Perspectives

Kaiser Wilhelm II of Germany, and his chancellor, Th eobald von Bethmann 
Hollweg, while impressed by Mahan, relied intellectually and po liti cally in 
the fi rst de cades of the twentieth century on a version of land power– based 
geopolitics parallel to that of Mackinder.11 Emphasizing the importance of 
centrality, epitomized in the concept of “Mitteleuropa,” they forged an alli-
ance with Austro- Hungary and the Ottoman Empire, striving for continen-
tal Eu ro pe an economic autarky through initiatives such as a customs  union 
with the Austro- Hungarian Empire. Another central piece of Germany’s 
Mitteleuropa concept was the desire for economic domination of the eastern 
Slavic countries, with Poland being the strategic key.

Following World War I, German geostrategic concerns did not disappear— 
they only moved further east and became more explicitly focused on Eurasia. 
Diplomatically, these aspirations  were expressed in the Treaty of Rapallo, as 
well as the covert collaboration between Weimar Germany and newly Soviet 
Rus sia that followed.12 Intellectually, heartland theory found its expression 
in the works of Karl Haushofer, professor of geography at the University of 
Munich. For Haushofer, the existence and prosperity of a nation- state de-
pended on lebensraum (living space), the pursuit of which necessarily served 
as the basis for all policies. Germany had a high population density, whereas 
the old colonial powers, such as the British Empire, had a much lower con-
centration, making it important for Germany to expand into resource- rich 
and underpopulated areas. Haushofer’s belief in the importance of autarky 
and living space was strengthened by his neo- Malthusian conception that the 
earth was becoming progressively saturated with people and was reaching the 
limits of its ability to provide food for all. Apart from the clear economic im-
perative for Germany of dominating open spaces to the east in Eurasia, Haus-
hofer also subscribed for geostrategic reasons to Mackinder’s belief in the 
importance of the Eurasian heartland. He viewed the open spaces to Germany’s 
east as the key to the “World Island” and ultimately to global dominance, in 
a Darwinian world of ceaseless political- military struggle.

Haushofer used Mackinder’s heartland concept as a point of departure for 
his own continental bloc theory, although adding elements affi  rming the 
value of alliance among non- Anglo- Saxon nations, including Germany, Austria- 
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Hungary, Rus sia, and Japan. Such a Eurasian co ali tion, he argued, could ef-
fectively counter the Anglo- Saxon nations and France. Haushofer•s “ rst trips 
to Japan, both by sea, via British- held ports such as Hong Kong and Singapore, 
and later overland on the Trans- Siberian Railway, appear to have in” uenced his 
thinking. By the mid- �	��s, Haushofer had also adapted the •have- notŽ theory 
to rationalize placing China and India on the German side, thus further am-
plifying his proposed non- Anglo- Saxon co ali tion.13

German Geopo liti cal Concerns Echo 

to the East

Although the Germans, despite their racialist ideology,  were arguably the 
most per sis tent Eu ro pe an advocates of •EurasianistŽ diplomacy prior to �	��, 
the Soviets  were intermittently interested in this concept as well. Like the 
Germans, the Soviets  were outsiders in the geopolitics of the �	��s and 
�	
�s„have- not nations, in Haushofer•s phrase„ who stood potentially to 
gain from an alliance with the East, just as Weimar Germany had at Rapallo. 
Lenin himself appears to have been intrigued, in the shadow of �	��, with the 
revolutionary potential of the •toilers of the EastŽ and even that of the Chi-
nese peasantry.14 In the early �	��s, the ” edgling Soviet  Union also reached out 
diplomatically to China, Iran, and Turkey, in a zealous e� ort to secure their 
neutrality and prevent capitalist encirclement in the ongoing civil war. Le-
ninist internationalism, in its repudiation of racial distinctions, also provided 
a con ve nient ideological vehicle for building Silk Road bridges to the East, 
transcending the discriminatory stance that even Woodrow Wilson condoned 
at Versailles, in his refusal to support a racial equality clause in the �	�	 peace 
treaty.15

Rus sian Post- Soviet Conceptions

Post- Soviet Rus sia has continued to prioritize Moscow•s relations within Eur-
asia, even more explicitly and theoretically than before the collapse of the 
Soviet  Union. Although banned in Soviet times as an imperialist- fascist 
•false science,Ž due to its popularity with the Nazis, geopolitics gained sub-
stantial currency in Rus sia after �		�.16 �  e State Duma created a permanent 
Committee on Geopo liti cal A� airs„ the only body of its kind in the world„ 
and several prominent po liti cal “ gures, including Communist Party leader 
Gennady Zyuganov and Liberal Demo cratic Party leader Vladimir Zhiri-
novsky, wrote major books emphasizing the importance of geopolitics to 
Rus sia•s po liti cal and diplomatic future.17
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Contemporary Rus sian geopo liti cal analysts have followed in the Mack-
inder tradition. Th ey have invariably concluded from their geopo liti cal inqui-
ries, ironically as pre– World War II German geostrategists also tended to do, 
that Rus sia is the pivot of world politics, as a result of its central location on 
the Eurasian landmass and its massive size.18 Th ey see the imperatives in-
volved in maintaining global order and stability, from a Rus sian strategic 
standpoint, as twofold: establishing a clear boundary between Western sea 
power and Eurasian land power in Eu rope; and preserving the unity of the 
Eurasian heartland. Th e latter, in their view, inevitably involves stable, posi-
tive, and where possible dominant relations with East, South, and Central 
Asia, including particularly India and China. Given Rus sia’s massive oil and 
gas reserves, complementing Asia’s great and intensifying defi ciencies of the 
same, born of hypergrowth, energy is inevitably Moscow’s tool of choice for 
sustaining that Eurasian unity and deepening political- economic ties across 
the continent.19

Ottoman and Turkish Thinking

Central geo graph i cal positioning has long been a matter of concern for the 
peoples inhabiting Asia Minor and surrounding areas, although specifi c pri-
orities and geopo liti cal strategies have changed over the years. Th e Ottomans, 
for example, placed priority in their early days on achieving exclusive control 
over land trade routes from Eu rope across Asia, and thereby over resources 
that could not be replaced, during the Middle Ages at least, by a market.20 By 
the late nineteenth century, they had developed another geopo liti cal obses-
sion: control of the Islamic holy places— Mecca and Medina— thus legitimat-
ing their sultan’s po liti cally important claims as caliph, or Defender of the 
Faithful.21

Leaders of the secular Turkish republic, established by Ataturk in 1923, con-
tinued to be highly conscious of Turkey’s pivotal location between East and 
West— primarily as a bulwark of Western civilization against more parochial 
Asianist concerns. With the advent of the Justice and Development Party 
 Islamist administration in 2002, however, this Western orientation began 
to shift and grow more Eurasian- continental. Intellectual inspiration came 
in the work of Ahmet Davutoglu, a creative po liti cal science professor at 
Marmara and Beykent universities who became Turkish foreign minister in 
May 2009.

Davutoglu argued that a nation’s value is predicated on its geopo liti cal 
location and historical depth— dimensions along which, he contended, 
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Turkey is uniquely endowed.22 Geopo liti cally, Turkey lies astride the Bos-
porus, and historically it stands heir to the Ottoman Empire. Th rough con-
trol of the Balkans, the Middle East, and Central Asia, as Defender of the 
Faithful, the Ottomans unifi ed the Muslim world. Davutoglu argued that 
Turkey should similarly build on its Ottoman and Islamic heritage to build a 
regional economic bloc, encompassing the Middle East and Central Asia, 
and create a Muslim security mechanism based on the Or ga ni za tion of the 
Islamic Conference, thus unifying the worldwide community of Muslim 
believers (ummah).23

Davutoglu also argued, in the interest of “strategic depth,” for the normal-
ization of Turkish relations not only with Islamic neighbors like Syria, Iran, 
Iraq, or even Indonesia and Malaysia, but also with other major Eurasian pow-
ers, including Rus sia and China.24 Vehicles for achieving broader legitimacy in 
the non- Muslim world included an unpre ce dented eff ort to establish diplo-
matic relations with Armenia and deepened ties with Rus sia, using energy as a 
driver. Capitalizing on this approach, Rus sia has, after de cades of enmity, be-
come Turkey’s largest trading partner, supplying virtually all of the country’s 
natural gas through the Blue Stream pipeline project under the Black Sea. 
Meanwhile Turkey, with Davutoglu’s tacit support, in 2010 concluded its fi rst 
nuclear power contract, with a Russian- led consortium.25 Turkey, operational-
izing the geopo liti cal thought of Davutoglu, has thus become a principal cata-
lyst for emergent Eurasian continentalism.

Chinese Conceptions

Chinese thinkers and policymakers over the centuries have per sis tent ly held an 
unassailable sense of cultural self- confi dence that has tended to make them in-
ward looking rather than externally oriented.26 Confucianism has reinforced 
the defensive and relatively passive orientation of Chinese strategic thinking, 
with its emphasis on the persuasive powers of governing by moral force.27 A 
range of Chinese strategists have also emphasized the value of caution, non-
military factors, and long- term orientation, even in military strategy.28 Th ese 
cultural and tactical traits have culminated in a paradoxical approach to geo-
politics, suggested by Matteo Ricci more than four hundred years ago: “in a 
kingdom of almost limitless expanse, an innumerable population, and abound-
ing in copious supplies of every description, though they have a well- equipped 
army and navy that could easily conquer the neighboring nations, neither the 
king nor his people ever think of waging a war of aggression. Th ey are quite 



Where Geography Still Matters 23

content with what they have, and not ambitious of conquest. In this they are 
much diff erent from the people of Eu rope.”29

Chinese strategic thought has, to be sure, had a signifi cant realist sub- text 
over the ages. Much of it was stimulated originally by the incessant confl icts 
among fragmented principalities that ultimately formed a unifi ed China in 
221 BC.30 Th is strain of thinking, contending that the PRC needed to assert 
itself more proactively in world aff airs, in contrast to the “peaceful rise” and 
“harmonious world” doctrines of the mid- 2000s, became more pronounced 
during and after the global fi nancial crisis of 2008.31 Th e crisis undermined the 
mystique of Western economic prowess, and encouraged an increasingly na-
tionalist view of the PRC’s foreign- policy imperatives.

Th e dominant recent strain in Chinese strategic thinking, however, has been 
more cautious and circumspect. As Dai Bingguo pointed out in late 2010, 
China continues to face enormous changes domestically, including bringing 
over a tenth of its population above the poverty line— hence it is “not in a posi-
tion to be arrogant and boastful.”32 Its interests are increasingly interdependent 
with those of the broader world, he maintains. Th is emphasis on harmony, 
however, does not preclude the pursuit of strategic advantage. Whether this 
sort of diffi  dence will persist as China rises, PRC fi fth- generation leaders con-
solidate power, and Eurasian continental integration proceeds, however, is an 
open question, as Henry Kissinger points out.33

Th e Chinese have traditionally been somewhat less clearly and consistently 
expansionist than the Germans and the Russians, in particular. China’s phys-
ical circumstances inevitably force policy trade- off s that are often analyzed, 
and policies that are articulated, in geopo liti cal terms. China’s two central 
geographic realities, which often intrude into political- military thinking, are 
(1) the country’s central location in continental East Asia, bordered by four-
teen other countries; and (2) its possession of both extensive land borders and 
substantial maritime frontiers. Th ese circumstances inevitably orient Chinese 
thinkers and policymakers to thinking about the relative merits of conti-
nental and maritime strategy, as alternate but related tools for ensuring a na-
tional security that, in recent years, has seemed to them perpetually under 
challenge.

For well over a millennium, China has oscillated between an emphasis on 
continental and on maritime strategy. Th e Tang Dynasty (618– 907) focused 
primarily on the land. Th e early Ming Dynasty, by contrast, focused heavily 
on the sea, before recalling its ambitious exploration and trading fl eets in the 
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mid- fi fteenth century, due to resource depletion and concern over land- based 
threats from northern continental barbarians.34 Th e Ching Dynasty (1644– 
1912) focused again— rather successfully— on continental expansion at fi rst, 
only to be blindsided by Western inroads from the sea that in the nineteenth 
century seriously constrained Chinese autonomy.

Postrevolutionary China (1949–) was preoccupied fi rst and foremost with 
the classic threat of land invasion from the north. Th e PRC under Mao Zedong 
thus concentrated its defense bud get on the army and largely neglected the seas. 
Under Deng Xiaoping and Jiang Zemin, China settled numerous land border 
disputes and turned seaward. Over the past de cade, under Hu Jintao, Wen 
Jiabao, and Xi Jinping— and especially since the global fi nancial crisis of 
2008— the pendulum appears to have been shifting back once again toward 
continentalism, in both theory and policy, as we shall see in the coming pages.

Japa nese Perspectives

As Japa nese strategists expanded the ambit of their geo graph i cal concerns 
across Asia during the late 1930s and the early 1940s, they also became more 
geopolitical— infl uenced heavily by the thinking of Haushofer, in par tic u lar. 
Indeed, most of that German geostrategist’s writings  were translated into Japa-
nese, and his thought was broadly debated in Tokyo.35 Kawanishi Masaaki, for 
example, employed Haushofer’s reasoning that have- not empires  were justifi ed 
in expanding their territories to gain dominant critical mass; indeed, he used 
Haushofer’s thought as a rationale for legitimizing Tokyo’s Greater East Asia 
Co- Prosperity Sphere. Kawanishi argued that China and India, with large 
populations but substantially lower levels of economic development than 
Japan, could become major markets for Japa nese products. Indonesia and 
Brunei could supply raw materials for Japa nese heavy industry, while Th ai-
land’s grain could help feed even India, not to mention Japan itself.36

Inspired by Haushofer’s Der Kontinentalblock, stressing the geopo liti cal 
strength of a heartland critical mass, Asano Risaburō contended that a vul-
nerable Soviet  Union, fl anked by Germany and Japan, would be compelled 
to tacitly support the emerging global Axis political- economic order. He fur-
ther argued that the continentalist combination of the Soviet  Union, the new 
German order in Eu rope, and Japan’s Greater East Asia Co- Prosperity Sphere 
could eff ectively compete on the world stage with the Anglo- Saxon mari-
time bloc.37 Needless to say, this Eurasianist aspiration was thoroughly dis-
credited in the wake of Hitler’s attack on the Soviet  Union, Stalin’s attack on 
Japan, and the ultimate Axis defeat in 1945. Yet the dream of continental ac-
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Evolution in social- science theory also inhibited geopo liti cal analysis among 
scholars.42 A desire for parsimony in theoretically oriented studies prompted 
academics during the postwar years to abandon geography, due to its con-
tingency and the diffi  culty of categorizing it; the increasing abstraction of 
international relations theory compounded this devaluation of geography.43 
Additionally, geo graph i cally informed studies of the early twentieth century 
had often been marred by determinism, which left no room for the human 
volition that postwar social science stressed so strongly.

Changing technology, which began radically transforming conceptions 
of time and space by the mid- twentieth century, also had something to do 
with this post– World War II intellectual depreciation of geography and phys-
ical circumstance. Aviation, after all, made it possible to circumnavigate the 
globe in a matter of days, and then hours, allowing militaries of the world to 
become im mensely more maneuverable and less territorially bound than in 
earlier days. Th e space age accelerated this revolutionary transformation of 
time and distance. Telecommunications— telegraph, telephone, facsimile, and 
ultimately the Internet— also rendered space less crucial in that sphere, having 
major implications as well for spatial location in fi nance.

Th ese technical revolutions, coupled with the globalization of manufac-
turing production, made possible the rise of infl uential “virtual states” like 
Singapore, with almost no physical expression and little military power, but 
with powerful managerial, fi nancial, and creative skills to control assets 
elsewhere.44 Th ese virtual states  were the very antithesis of the geo graph i cally 
expansive, militarily oriented powers that both Mahan and Mackinder had 
seen as iconic actors in international aff airs only half a century before. Th e 
virtual states, and the globalized age in which they  were embedded, seemed 
to call clearly into question the relevance to international aff airs in the twenty- 
fi rst century of physical location, resource endowments, and even geography.

Changes in the structure of international politics also operated to reduce 
interest in geopolitics. Under the pre- 1945 multipolar system, political- military 
alliances and ententes  were fl uid and often changed in sudden, dramatic 
fashion. From the late 1940s through the end of the Cold War, by contrast, 
international fault lines of confl ict and cooperation in the strategically impor-
tant parts of the world grew relatively predictable, and the study of geographic 
fault lines correspondingly less rewarding and less consequential in policy 
terms. Th ere has been a modest revival of geopo liti cal analysis since the end of 
the Cold War, particularly in Eu rope.45 Much of the new work on geopolitics, 
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however, is peripheral to traditional concerns like security policy.46 Th e locus 
of concern has shifted toward subjective attempts to deconstruct the geo-
graph i cally related pronouncements of policymakers, so as to discover their 
underlying motivations and intentions.47

THE ENERGY SECTOR: WHERE GEOGRAPHY 

STILL CLEARLY MATTERS

Location may well be of declining relevance in many political- economic 
spheres, ranging from fi nance and academic inquiry to manufacturing, caus-
ing much of the world to grow increasingly “fl at” as globalization proceeds. 
Yet that trend is far less pronounced in the energy sector. Indeed, if anything 
the converse pattern— of a rising pre ce dence for geography— in fact prevails 
in the energy realm. As we shall see, globalization is setting in motion powerful 
forces— notably the integration of over 2 billion heretofore largely impover-
ished Chinese and Indians into the world economy— that are provoking long- 
term increases in global energy demand. And that demand must inevitably be 
met from a fi xed range of locations, many of which are remarkably close, over-
land, to major sources of supply. Natural resources, unlike ser vice or manufac-
turing industries in this global age, remain immobile. Demand for them will 
inevitably rise, as the very low levels of per- capita energy demand in China and 
India (1.8 and 0.4 tons of oil equivalent per year) steadily increase, with rising 
affl  uence, toward world- average levels.48 American per- capita energy consump-
tion, for example, is over four times China’s level, and seventeen times India’s.49

Resources, in contrast to ser vices or light manufactures, are physically 
weighty and bulky. Th at physical quality eliminates the air transport option 
that would otherwise reduce the dependence of both producers and consumers 
on geography. Hydro- carbon resources cannot avoid fl owing to their destina-
tions by rail, ship, or pipeline, often in transit across the territory of others, thus 
deepening the geopo liti cal cast of energy still further. Such overland transport 
is facilitated, in the Eurasian case, by the surprisingly close overland proxim-
ity of supplier and consumer.

Increasingly, as demand from rising powers like China and India so raven-
ously grows, these resources need to be traded across international boundaries, 
often through pipelines with geo graph i cally specifi ed routing. And they 
need to be sourced from highly concentrated reserves in a small number of 
fi xed, immobile locations, notably the Persian Gulf and the Caspian Basin. 
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Many of these supply locales, like both the Gulf and the Caspian, are situ-
ated in volatile, militarized corners of the globe. Geography thus conditions 
both the production and the transportation of these ever more valued hydro-
carbons. Th ey are increasingly the lifeblood not only of advanced nations but 
even more urgently of developing countries as well.

Geography has special relevance to the po liti cal economy of natural resource 
issues, due to the physical immobility of resource deposits and the exacting 
transportation requirements they involve. Th e strategic signifi cance of these 
problems is particularly great with respect to energy, especially petroleum, 
because that resource plays such a central— and often infl exible— role in in-
dustrial societies. Neither the civilian economies nor the military forces of 
such nations can operate without it, and the short- run price elasticity of hy-
drocarbon demand tends to be low.

HOW GEOGRAPHY MATTERS WITH RESPECT TO 

EURASIAN ENERGY

Physical energy deposits, to be sure, may be immobile, while energy transpor-
tation is complex and often diffi  cult. Yet energy supplies themselves remain to 
a substantial degree fungible, and energy markets are, as market fundamental-
ists often remind us, ultimately global. Why then does geography still matter, 
in the realm of Eurasian energy that is our special interest  here? If it does 
matter, in what ways does it matter? Before venturing to speak grandly of an 
emerging Asian energy geopolitics, it is vital to address these important ques-
tions, which establish the rationale for seriously examining energy relations 
among Northeast Asia, Rus sia, and the Middle East at all.

Geography matters inordinately in Eurasian energy today for four basic 
reasons:

1.  Th e global supply of hydrocarbon resources available to resource- short re-
gions is highly concentrated in a small number of locations.

2.  Asia perceives itself as perilously short of oil and gas, relative to its reserves, 
prospective demand levels, and geopo liti cal capacity to ensure adequate 
supplies.

3.  Th e major sources of hydrocarbon supply and the major emerging centers 
of demand within the continent are remarkably close to one another geo-
graph i cally, although po liti cal and cultural constraints have long kept the 
countries in question apart.
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4.  Pipelines are of rising importance in supplying those hydrocarbons, as po-
liti cal barriers erode and as energy demand expands steadily in the interior 
of the continent.

Th ese geo graph i cally related concerns translate ever more directly into pol-
icy imperatives in the post– Cold War world, as we shall see in later chapters, 
because superpower confl icts no longer inhibit geo graph i cally rational supply 
patterns to the degree they did before the collapse of the Soviet  Union. Pipelines 
and cross- border capital investment mandated by geographic and economic 
logic are becoming increasingly feasible, especially among China, Southwest 
Asia, and the former Soviet  Union, as po liti cal barriers fall and economic inter-
dependence rises.

Adequate supply, of course, is a general concern for nations throughout the 
world, but especially so for Asia because it is growing so rapidly and is an 
energy- defi cit region itself. North America, Eu rope, South America, and Af-
rica, by contrast, are both growing more slowly and are traditionally more 
regionally self- suffi  cient. Th ey consequently face less need to rely on the re-
stricted group of energy swing producers, with discretionary capacity to raise 
or lower production, outside their regions, concentrated mainly around the 
Persian Gulf and the Caspian.

If we accept that Eurasia does have a distinctive set of geopo liti cal con-
cerns with respect to energy, rooted in its own growth pattern, institutions, 
and marginal global political- military role, in what specifi c ways does geog-
raphy shape the energy calculations and behavior of the continent’s produc-
ers and consumers? Th is research identifi es nine distinctive aspects of 
geography that shape local energy behavior, contributing to the emergence of 
the Eurasian continental energy interdependence linking East and South 
Asia ever more intimately with the Middle East and the former Soviet  Union. 
Th ese energy- relevant geo graph i cal dimensions are summarized in Figure 
2.2. Th ey are collectively bringing continental overland relationships back to 
a prominence they have not enjoyed since the arrival of Vasco da Gama at 
Calicut in 1498.

High Geo graph i cal Concentration 

of Hydrocarbon Reserves

Th e fi rst and most important geographic reality shaping Asian energy behav-
ior is of course the intense concentration of overall global hydrocarbon 
reserves— for both oil and gas— in the Persian Gulf and Rus sia. As Figure 2.3 
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suggests, Rus sia and the Gulf together hold nearly two-thirds of both proven 
oil and proven gas reserves in the world. Saudi Arabia, Iran, and Iraq alone 
hold well over one-third of proved global oil reserves, while Rus sia, Iran, and 
Qatar together have over half of the world’s natural gas. Together, this small 
group of neighboring countries has the potential, in the long run, and with 
suffi  cient cohesion, to exercise controlling infl uence over hydrocarbon re-
sources of vital global importance. With time, oil and gas consumers will 
need to come back to these producers, if only due to the massive scale of their 
reserves.

Th e former Soviet “near abroad”— primarily fl edgling Central Asian states 
over whose energy access to the broader world Rus sia continues to hold sub-
stantial sway— contributes another 23.9 percent to world gas, and 5.6 percent to 
the world oil equation, thus compounding New Silk Road dominance of the 
global energy supply.50 Th e United States, as Figure 2.3 also makes painfully 
clear, is quite marginal by comparison. It holds only half the volume of Cen-
tral Asia’s reserves and a small fraction of the massive conventional oil and 
gas supplies lying beneath Rus sia and the Persian Gulf, with America’s limited 
domestic reserves contrasting to its massive domestic hydrocarbon demand. 

Figure 2.2: Energy access options in continental Eurasia.
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Shale gas may help to reduce America’s own import dependence, but it does 
not fundamentally change the broader international equation, since most Asian 
nations appear to lack major shale gas potential, and the really substantial hy-
drocarbon export capacity continues to lie in the Middle East and the former 
Soviet  Union.51

The Geopolitics of the Two Seas

Th e strategic cast of energy for Asian nations is compounded by the unsettling 
reality that the largest energy reserves in the world are not only close to them 
physically, as discussed above, but also remarkably close geo graph i cally to one 
another, on the continent of Eurasia. Indeed, Iran and Russia— perhaps the 
two most strategic nations in the global energy equation— are actually neigh-
bors across the Caspian Sea, as indicated in Figure 2.4. And less than 1,000 
miles from the southern shores of the Caspian, just a short journey across Iran, 
lies the Persian Gulf, whose littoral nations hold over half of the proven oil 
and close to 40 percent of the proven gas reserves on earth.

Th ree de cades ago, following the Ira ni an Revolution, it was fashionable 
to speak of a po liti cal “arc of crisis” surrounding the Persian Gulf.52 Today it 
is still useful to conceptualize the emerging geopolitics of Eurasian energy in 
similar terms. Developments around the Persian Gulf— economic, diplomatic, 
military, and political— remain important, and the politics of the region are 
still volatile. Yet events further north, around the Caspian, have also grown 
crucial to the global energy future, following collapse of the Soviet  Union and 

Figure 2.3: Strategic energy reservoirs: proven hydrocarbon reserves of the Persian Gulf 
and Rus sia.
Source: BP, Statistical Review of World Energy, 2011 edition.



Where Geography Still Matters32

the subsequent rise, since 1999, of an assertive, albeit more geo graph i cally 
constrained, Rus sian petrostate.53 Th us our analytical focus  here on the 
geopolitics of the Two Seas, which fl ank Iran on the north and the south, 
as indicated in Figure 2.3.

In energy, as we have noted, the nations of the Gulf, led by Saudi Arabia, 
Iran, and Iraq, hold half of the proven oil reserves on earth, while the coun-
tries of the former Soviet Union hold an additional tenth. In natural gas, 
Russia and the Caspian states are slightly more prominent than in oil, with 
around 30 percent to the Persian Gulf ’s 40 percent. So collectively, in the 
world’s two most strategic hydrocarbon fuels, the Land of the Two Seas holds 
well over three-fi fths of global reserves.

Figure 2.4: Oil and gas concentrations around the Persian Gulf and the Caspian Sea.
Source: BP, Statistical Review of World Energy, 2011 edition.
Note: Percentages are shares of global proven reserves at the end of 2010.
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Whether these Eurasian countries compete or cohere, whether they apply 
economic or geopo liti cal criteria in allocating their resources, and whether 
they remain domestically stable thus become issues of fi rst- rank importance, 
both for the future of Eurasian continental energy geopolitics and for the global 
future as well. Th e aftermath of the 1973 Yom Kippur War and the 1979 Ira ni an 
Revolution, when in both cases oil prices  rose sharply due to producer cohe-
sion, illustrate the gravity of the issues at stake.54 Th e implications of energy 
interdependence for broader geopo liti cal relationships are increasingly vital 
for Eurasia, as energy links across the continent progressively deepen.

High Concentration of Energy- Insecure 

Po liti cal Economies in Northeast Asia

Several of the largest economies in Northeast Asia, including Japan, Korea, 
and Taiwan, have virtually no onshore hydrocarbon reserves, in a pattern that 
contrasts sharply to other industrialized regions, such as Eu rope and North 
America. Th eir giant neighbor, mainland China, has some signifi cant oil and 
gas deposits at home, but infrastructural problems prevent the effi  cient and 
timely exploitation of those reserves. Confl icting po liti cal claims, as between 
Japan and China, or Japan and Korea, prevent the exploitation of apparently 
substantial off shore reserves— not only of oil and gas but of potentially signifi -
cant alternative energy resources such as methane hydrates. To make matters 
worse, Northeast Asia has traditionally had no well- developed transnational 
oil and gas pipeline grid, to off set domestic insuffi  ciency— again in sharp con-
trast to Eu rope and North America.

Across the East Asian region as a  whole, energy demand is rising much more 
rapidly than in most Western industrial nations, despite inadequate reserves at 
home to supply that demand. Furthermore, the East Asian nations, with 
China, Japan, and South Korea prominent among them, lack the powerful, do-
mestically based multinational energy fi rms to ensure reliable access to interna-
tional markets beyond their region. Additionally, they lack the political- military 
leverage in global aff airs that the major Western powers have traditionally 
enjoyed. Given the diffi  culties that the East Asians face in dominating interna-
tional regimes, or even in ensuring what they consider equitable access ar-
rangements mediated by Western fi rms, as epitomized in the per sis tent “Asia 
premium,” many Asians see attraction from a variety of perspectives in deep-
ened energy ties that omit the West, or at least its multinationals.
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A Perilous Yet Highly Direct Sea- Lane Link

Among the most important geographic realities of Eurasian energy geopoli-
tics is the extraordinary directness of sea- lane access from the Persian Gulf to 
the major consuming markets of Asia. Th is is particularly true of India— 
Mumbai, India’s largest city, lies only 1,100 miles from the Straits of Hormuz. 
Th e sea lanes to Eu rope and America, by contrast, are much, much lon-
ger— 5,000 miles to Atlantic Eu rope and 8,000 miles to the United States 
around the Cape of Good Hope by supertanker.

Th e directness of geographic access to the Persian Gulf, as suggested in 
Figure 2.5, is also important for Northeast Asia. Although the distance from 
the Gulf, across the Arabian Sea, Indian Ocean, and South China Sea to 
Northeast Asia, is much farther than in the case of India— more than 6,000 
miles from Saudi or United Arab Emirate ports to Yokohama— supertankers 
still need not circumnavigate a major continent, as they must do in sailing 
from the Gulf to Eu rope and America. And there is no need for vulnerable 
pipelines. Crude oil can be easily loaded at Ras Tanura in Saudi Arabia’s East-
ern Province and unloaded untouched at the refi neries of Ulsan and Yeosu in 
South Korea. For the massive, automated supertankers that have been standard 

Figure 2.5: Sea lanes from the Persian Gulf to East Asia.
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since the 1980s, this operational simplicity, routed in straightforward geogra-
phy, is a major advantage and a major incentive to deepened commercial ties 
between the Gulf and the growing markets of Asia.

Although Asian maritime access to the Persian Gulf is geo graph i cally direct— 
much more so than that of Eu rope or America— it is not without its political- 
military complexities. Supertankers bound from Ras Tanura or Ras Laff an for 
Shanghai, Yokohama, or Pusan must fi rst navigate the narrow, twenty- one- 
mile- wide Strait of Hormuz at the entrance to the Persian Gulf. Th at in a 
sense is unexceptional: half of global oil trade— to Eu rope, America, and else-
where, as well as to Asia— must pass that way. Yet well over half of Asia’s entire 
oil consumption, or more than 12 million barrels, must also pass through the 
three- mile- wide Strait of Malacca every single day.55 Given the rising capacity of 
Stingers and other precision handheld weaponry, as well as per sis tent govern-
ability issues, especially along Indonesian shores, terrorism is an ever- present 
danger. Th ere are also the uncertainties of conventional politics within the Gulf 
itself. And for some consuming nations, most conspicuously China, there is an 
uncomfortable strategic uncertainty in heavy reliance on sea lanes dominated by 
a potential rival such as the United States. Yet many of the most obvious alterna-
tives to the Persian Gulf for China, such as oil fi elds in Angola, Nigeria, or the 
Sudan, lie even further afi eld, along the same insecure sea lanes as the energy 
sea routes to the Persian Gulf, which are also dominated by the U.S. Navy.

Surprising Overland Proximity

For both China and India, in par tic u lar, persuasive arguments favor overland 
access to Middle Eastern and Central Asian oil and gas supplies, especially 
given the scale of those nations’ prospective future energy demand and the 
surprising geo graph i cal proximity of their rapidly growing frontier regions 
to the Persian Gulf. Gujarat and Mumbai, as we have mentioned, lie only 
around 1,000 miles from the entrance to the Gulf, while Kashgar and other 
western Xinjiang cities are within 1,200 miles of the Ira ni an border, across 
Pakistan. China directly borders Kazakhstan and lies close to the massive gas 
fi elds of Turkmenistan as well. Th e surprising geographic proximity of Asia’s 
emerging giant energy consumers to the massive reserves of the Gulf and Cen-
tral Asia, which provides a powerful stimulus to nascent yet rapidly deepening 
Eurasian continentalism, is shown clearly in Figure 2.6.

Th is counterintuitive geographic proximity raises the clear prospect of 
eastward and southward pipeline access for Middle Eastern and Central 
Asian producers to growing Asian markets. Energy economists generally 
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contend that pipelines of up to 1,500 miles between supply source and market 
can be clearly eco nom ical. Th us, as Chinese and Indian domestic growth 
extends westward and northward, pipelines connecting the western growth 
centers of those countries with Persian Gulf and Caspian suppliers become 
increasingly attractive business propositions, po liti cal risk issues aside. Th ese 
issues are considered in greater detail in Chapter 5.

Geostrategic concerns about trouble- free accessibility of sea lanes enhance 
the attractiveness of such overland access still further, especially for China. 
Not surprisingly, the PRC in 2004 completed its fi rst west- east pipeline, a $6 
billion eff ort linking Xinjiang and Shanghai. A second trunk line, a $10 bil-
lion, 4,000- mile project to extend a pipeline from Turkmenistan to western 
China that was completed in December 2009 all the way to Guangzhou in 
southern China, will be online by the end of 2012.56 A third west- east pipe-
line, a $14.6 billion project running parallel to the others and terminating in 
the PRC’s far southern province of Guizhou, is being planned, while fourth 
and fi fth west- east pipelines are in the pre- feasibility stages.57 Since late 2009 
there has also been a continuous, 200,000- barrel- per- day oil pipeline from 
Atasu, near the shores of the Caspian, running all the way to China’s east coast, 
whose capacity will soon be doubled.58 China is also completing a pipeline 

Figure 2.6: Surprising proximity of Asia’s giant consumers and Middle Eastern– Central 
Asian energy reserves.
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from the rapidly growing central and southwestern provinces of Szechuan 
and Yunnan, across Myanmar, to the Bay of Bengal.

The Strategic Yet Landlocked Position of 

Central Asia

Th e Central Asian states stand in a crucial intermediate geo graph i cal position 
among the major players in the Asian energy equation: China to their east, 
India to their southeast, Iran and the Persian Gulf to their southwest, and 
Rus sia to their northwest. Th e Central Asians are also sizable geo graph i cally 
and resource rich in their own right. Kazakhstan, after all, is one of the few 
nations outside the Middle East clearly capable of increasing hydrocarbon 
production throughout the 2010s, with its still unexploited Kashagan fi eld 
at the northern end of the Caspian Sea being one of the largest energy fi nds 
worldwide over the past thirty years. Uzbekistan and Turkmenistan stand 
heir to major unexploited natural gas reserves as well.

Since 2005 the BTC (Baku- Tbilisi- Ceyhan) pipeline has been pumping oil 
from Azeri off shore fi elds in the Caspian across Georgia to Turkey’s Mediter-
ranean coast, as indicated in Figure 2.7, and hence to Western markets. Turk-
men and other Central Asian gas also fl ows through Rus sia’s natural gas 
pipeline grid to Western Eu rope. With China and India growing rapidly close 
by, the economic rationale for pipelines extending east and south from Cen-
tral Asia to supply those ravenous, growing giants is strong, as also suggested 
in Figure 2.7. Th is dynamic enhances the natural, geo graph i cally rooted in-
terest of Central Asian states in cooperative projects with their neighbors, 
although the logic of energy economics can at times run into po liti cal com-
plications, as the Afghan confl ict and the Indo- Pakistani dispute show all 
too well. Th e more activist and important these landlocked nations become 
in Eurasian energy geopolitics, the more emerging continentalist political- 
economic linkages are intensifi ed.

Central Asian states have a natural commercial interest in transit access for 
their resources to world markets, and particularly in pipelines that terminate 
in ports, to facilitate their access to broader international markets. Kazakh-
stan, for example, uses the Caspian Pipeline Consortium’s pipeline to access 
Rus sia’s Black Sea port of Novorossiysk. Azerbaijan similarly has the BTC 
pipeline, which connects Baku, via Georgia, with the Turkish port of Ceyhan 
on the Mediterranean.

Given their landlocked geo graph i cal position, historically embedded in-
frastructural dependence from Soviet days on access routes through Rus sia, 
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and limited geopo liti cal leverage in world aff airs, the Central Asian states 
fi nd it diffi  cult to enhance their autonomy in energy matters, especially with 
Rus sia itself. Azerbaijan did succeed, however, in defying Moscow by complet-
ing the BTC pipeline, with its terminus outside the former USSR, at Ceyhan 
on Turkey’s Mediterranean coast. Kazakhstan and Uzbekistan are similarly 
fi nding that relatively large deposits of uranium, potentially transportable by 
air in refi ned form, are helping them forge important new ties with Japan 
and South Korea that also help reduce their dependence on Rus sia.

Central Asia’s location in the midst of the continent does yield some geo-
graph i cal advantages. Sharply rising Chinese energy demand and the mani-
fest willingness of the PRC government to subsidize long- distance pipelines 
for strategic reasons are also spurring the completion of major pipelines from 
Turkmenistan, via Kazakhstan, onward to China. Th ese pipelines are creat-
ing an important new eastern option for Central Asian energy producers that 
will likely be of rising importance in future years. Th e eastern option will 
also help to reduce geo graph i cally and historically conditioned dependence 
on Moscow still further.

Figure 2.7: Central Asian pipeline prospects extend west, south, and east.
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Pivotal Transit Countries: 

Pakistan and Turkey

Th e physical locus of energy production is obviously a key geo graph i cal issue 
with universal importance for energy politics. It matters greatly for Eurasian 
energy geopolitics, in par tic u lar, that so much hydrocarbon production is 
concentrated in the Gulf, and conversely that littoral Northeast Asia— Japan, 
Korea, and Taiwan— has so little oil and gas output of its own. It also matters 
that the locus of Asian growth and energy demand is increasingly in large 
continental nations— China and India— that are physically close to large 
producers in Rus sia, Central Asia, and the Middle East. Yet the energy trans-
port profi le, itself necessarily rooted in geography, also has major strategic 
signifi cance.

Oil and gas inevitably must fl ow from the energy- rich Land of the Two 
Seas— the Persian Gulf and the Caspian Sea— outward to the broader world. 
To fl ow to Eu rope in the west, Central Asian resources need to move over-
land through Rus sia, or alternatively through Georgia and Turkey. En route 
southward to India, they could potentially pass through Iran or Af ghan i stan, 
and then through Pakistan. To the east, Central Asian resources could fl ow 
directly to China, although Middle Eastern oil and gas would need to fl ow 
either over the sea lanes, outward from the Persian Gulf and through the 
Malacca Straits, or at least overland through Iran and Pakistan.

Several countries thus potentially play a dual role, as both producers and 
transit nations, with the intrinsic interests and rigidities that this duality 
implies. Th ere is also, however, another category— the pure transit nations, 
without substantial domestic resources of their own. Th ese countries have 
special strategic signifi cance in the geopolitics of energy, due to the potential 
fl exibility— as well as volatility and duplicity— in their transit policy stance.

In the world of Eurasian energy, the two most important pure transit 
countries are Pakistan and Turkey. Pakistan’s geographic location gives 
it fateful signifi cance for both Chinese and Indian energy ambitions, since 
it lies across both nations’ overland access routes to the Persian Gulf and also 
New Delhi’s access to the large natural gas fi elds of Central Asia, particularly 
those of Turkmenistan. Since the 1970s, Pakistan has played a crucial role in 
mediating China’s broader relationships with the Islamic world and the Mid-
dle East. Yet rising Chinese energy demand over the past de cade, together with 
deepened Sino- Pakistani po liti cal ties and the more complicated U.S. South 
Asian presence since the May, 2011 death of Osama Bin Laden, have been 
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making that geo graph i cally ordained position between Xinjiang and the Per-
sian Gulf ever more consequential in global geopo liti cal terms than ever.

Th e strategic importance of Pakistan as a transit country in China’s deep-
ening, geo graph i cally mandated energy relations with the Middle East is 
enhanced by the evolution of the Gwadar deep- water port project on the Ara-
bian Sea in Balochistan, less than fi fty miles east of the Ira ni an border, as 
indicated in Figure 2.8. In 2001, after Japan had off ered aid the previous year 
for the port project, on condition of Pakistan’s signing the Comprehensive 
Nuclear Test Ban Treaty,59 Pakistan turned instead to China, following strong 
Chinese entreaties, reportedly off ering the PRC access for its naval vessels to 
the port in return for major fi nancial assistance.60

In 2002 Pakistan and China signed a loan agreement covering the fi rst 
phase of construction. China was to fi nance 80 percent of an initial $248 mil-
lion in construction costs, while supplying fi ve hundred Chinese workers, 
who kept the project underway almost around the clock.61 Despite Balochi 

Figure 2.8: China’s emerging transport links to the south and west.
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separatist violence that killed three Chinese engineers in 2004,62 the fi rst 
phase of the Gwadar project was completed in 2005, including three berths 
capable of potentially accommodating large naval vessels. In 2008 the port be-
gan commercial operations, operated by the Singapore Port Authority. Mean-
while, an additional Asian Development Bank loan was announced, as part 
of the National Trade Corridor Highway Investment Program, to link Gwa-
dar with the north of Pakistan and ultimately with Xinjiang.63 A pipeline, as 
well as enhanced power and telecommunications grids, are also being con-
structed northeast toward China, parallel to the transnational Sino- Pakistani 
Friendship Highway across the Korakorum Mountains.

Further west, Turkey is also playing the pivotal transit role that it is fated 
by geography to perform, commanding both overland and maritime access 
transportation routes. Since 2004, it has hosted the now- functioning BTC 
pipeline, whose terminus from Azerbaijan is at Ceyhan, on the Mediterra-
nean coast, near the Syrian border. Kazakh oil piped into Rus sia’s Black Sea 
port of Novorossiysk also fl ows out to world markets by sea, through the 
Bosporus and the Dardanelles. Rus sia provides piped gas to Turkey under 
the Black Sea through the Blue Stream project and is proposing onward sup-
ply to Bulgaria and points westward. An Iran- Turkey gas pipeline has been 
operating since 2001,64 and Iran has approached Turkey about selling Ira ni an 
gas to Eu rope.65 Meanwhile, a Western consortium presses for Turkish partici-
pation in the Nabucco project, to bring Middle Eastern gas and oil westward 
from Iraq to Central Eu rope. Islamist Turkey’s multidirectional diplomacy, 
driven by the activist geopo liti cal thinking of Foreign Minister Ahmet Da-
vutoglu discussed above, is capitalizing on this pivotal energy transit role to 
enhance Turkey’s catalytic position in the emergence of a broader Eurasian 
continentalism in the post– Cold War world. Rus sia, Greece, Bulgaria, Syria, 
Iran, Georgia, Azerbaijan, Iraq, and even Israel fi gure in Turkey’s recent energy- 
transit negotiations, neatly complementing its multidirectional diplomacy as 
well. In late 2010 and thereafter, Turkey moved to deepen relations with China 
also, including joint air and ground exercises between their militaries.66

The Central Geopo liti cal Position of Rus sia

In the geography and geopolitics of Eurasian energy, there is simply no avoid-
ing the central position of Rus sia. It is, after all, the largest nation on earth, 
stretching across nine time zones, in the heart of continental Eurasia. Rus sia 
borders on both large and growing energy consumers like China, and also 
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on several of the largest exporters, including Kazakhstan, Azerbaijan, and, 
across the Caspian, on Iran as well.

Rus sia is also a critically important transit country, especially for Central 
Asian producers, with whom it is intimately and indeed coercively linked by 
extensive Soviet- era pipelines. Th e dependence of Central Asian producers on 
Rus sia’s pipeline network, and on broader Rus sian economic and geopo liti cal 
support, allowed Gazprom to sell Turkmen gas in Eu rope during 2008, for 
example, at nearly triple the wellhead price in Ashgabat.67 Th e vast bulk of the 
diff erence was accounted for by Gazprom transit fees. Rus sia has tradition-
ally used the revenue generated by controlling Central Asian gas access to the 
world to cross- subsidize extremely low domestic gas prices within Rus sia, 
thus creating strong political- economic incentives in Moscow to preserve the 
status quo.68

One important aspect of Rus sia’s geo graph i cal positioning, of major con-
sequence both for energy economics and for geopolitics, is its central loca-
tion astride major, established Eu ro pe an energy supply routes. Rus sia is also 
a dominant natural gas supplier to many Western Eu ro pe an nations in its 
own right. Given Eu rope’s traditional geopo liti cal importance in world af-
fairs, and the concentration of major Rus sian po liti cal and economic centers 
in that nation’s Eu ro pe an segment, Rus sia tends to have a strong domestic 
preoccupation with the geopolitics of energy in Eu rope. It has thus histori-
cally tended to neglect opportunities to infl uence Asia, with whom it shares 
long borders and deep, rising complementarities of interest in the energy 
sphere. Th us, geography creates an as yet unresolved dilemma: will Rus sia 
orient itself westward toward Eu rope, or turn eastward toward Asia? At the 
same time, Rus sia’s central geo graph i cal position also creates the basis and 
the rationale for Moscow’s highly strategic use of energy as a diplomatic tool 
in dealing with both Eu rope and Asia, as we shall see.

Due to Rus sia’s geo graph i cal location and its traditional international stand-
ing, that sprawling nation is more central to the global geopolitics of energy 
than any of its Eurasian partners. It also holds almost a quarter of world proven 
natural gas reserves, concentrated in the Arctic and Siberia. And the Rus sian 
Federation is the one energy exporter that is also a member of the G8. In a 
post– Cold War world where it has lost much of its former political- military 
clout, Moscow is relying increasingly on its centrality in the world of energy, 
suggested in Figure 2.9, to sustain a major role in international aff airs— a 
point I shall explore further in coming pages.
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The Unavoidable Geoeconomic Attractions 

of Iran

Most Asian nations, like their counterparts in the West, have misgivings about 
both Iran’s nuclear program and its parochial, undemo cratic leadership. Yet 
they nevertheless almost invariably take a much softer line on sanctions and 
other confrontational mea sures toward Iran than their Western— especially 
American and Israeli— counterparts.69 Th is contrast has important geographic 
and geoeconomic origins that need to be understood, as they will likely color 
the evolution of Eurasian energy geopolitics going forward.

Iran, from an Asian standpoint, is arguably the most strategic nation in 
the Middle East, and one of the most strategic in the entire world. It stands 
at the entrance to the Persian Gulf, from which Asia gets well over half of its 
entire oil and liquifi ed natural gas supply. Th e equivalent ratios for Eu rope 
and the United States are roughly one- third and less than a quarter. Th e Asian 
nations are also far more dependent on imported energy than the West— and 
growing more so, as their rapid growth increasingly outstrips domestic re-
sources.

For India, Iran is a potential energy supplier not only by sea but potentially 
overland as well. Th e two countries are only barely separated from one 
another, by a sliver of Pakistani Balochistan. Indian Energy Minister Aiyar 
initialed a large- scale, if tentative, long- term contract for piped natural gas 

Figure 2.9: Rus sia’s oil and gas infrastructure.
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from Iran’s South Pars fi eld in 2006. Th at agreement has not been imple-
mented, due to American pressure, but nevertheless represents Indian strate-
gic interest in a traditionally friendly neighbor of over 2,000 years’ standing. 
And the two countries began exploring further submarine pipeline options 
between them in 2010.

For China, Iran is also much closer geo graph i cally than often appreciated, 
due to the counterintuitive proximity of Xinjiang to the Persian Gulf, as noted 
above. Ongoing Pakistani infrastructure projects hasten the day on which 
large- scale overland commerce— both in energy and beyond— will be in-
creasingly feasible across Western Asia. China is already, since 2009, Iran’s 
largest foreign trading partner, with bilateral trade volumes exceeding $30 
billion annually, and incentives for deepened interdependence in a diverse 
range of sectors are strong. Indeed, the Teheran- Beijing political- economic 
axis is a primary driver for deepened Eurasian continentalism.

For Japan, Iran is a traditional friend of more than a hundred years’ stand-
ing, since at least the Russo- Japanese War of 1904– 1905, when Ira ni ans ap-
plauded Imperial Japan’s unexpected victory over Czarist Rus sia. Th roughout 
the ensuing century, Japa nese and Ira ni ans shared common geopo liti cal con-
cerns about their looming Rus sian neighbor. And they share enduring com-
mon interests with respect to energy— contrasting relations with the United 
States notwithstanding.

Apart from Iran’s role as an energy supplier and a natural geopo liti cal ally, 
that proud yet fragile country is also potentially important for Asia as a tran-
sit nation. Th e case of China excepted, the most feasible way for Asian na-
tions to access the natural resources of Central Asia is via Iran. Even when 
those resources cannot be procured directly, it is easy for Asian fi rms to swap 
Central Asian resources provided to Iran in the north, where it is an importer 
from countries like Turkmenistan, for Ira ni an exports from the south, east-
ward across the sea lane, to India and beyond.

A fi nal factor is the Israeli dimension. For the United States, in par tic u lar, 
Iran’s potentially nuclear challenge to Israel is a matter of grave importance. 
Asian nations generally recognize Israel and support its peaceful integration 
into Middle Eastern aff airs. Yet they are naturally much less sensitive to threats 
to its national security than Jerusalem or Washington, DC, given geo graph i-
cal distance and diff ering existential security conceptions. Th is diff erence in 
standpoint is another reason that Western and Asian stances toward Iran have 
subtly diverged in recent years, with even a fundamentalist Iran retaining 
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geopo liti cal attractions for Asia that the West, especially the United States, 
has clearly foresworn.

THE INCREASED IMPORTANCE OF GEOGRAPHY 

IN THE POST– COLD WAR WORLD

Geography and politics have always stood in complex interdependence with 
one another. Geo graph i cal realities provide a crucial basis for po liti cal calcula-
tions, and thus give birth to geopolitics, the study of the relationship between 
po liti cal power and geo graph i cal space.70 Yet politics, through confi guration 
of national boundaries, alliance relationships, transit rights, and conditions 
of access to and from neighboring countries, can also critically infl uence the 
extent to which natural geographic factors actually shape political- economic 
decisions.

Po liti cal constraints on the operation of natural geo graph i cal factors have 
waxed and waned in Eurasia across the centuries. In some cases, such as im-
perial prohibitions on oceangoing travel in feudal Japan and China,71 po liti cal 
constraints  were placed on maritime commerce and overseas travel by sea. 
More typically, however, such po liti cally imposed travel constraints have ap-
plied to travel and commerce overland.

Th e Cold War was one such period, especially damaging to interchange 
across continental Asia’s extensive land borders. Stalin, pursuing his autarkic 
concept of socialism in one state, sharply constrained travel between the Soviet 
 Union and neighboring countries after 1926, disrupting international com-
merce in a wide arc stretching from Japanese- held Korea 5,000 miles westward to 
Turkey. Communist regimes in China, Vietnam, Korea, and Mongolia like-
wise restricted both international and domestic travel, while many Western 
nations, led by the United States, imposed inhibiting trade and travel embar-
goes also. Meanwhile, interchange in Southwest Asia was discouraged by 
Indo- Pakistani, Sino- Indian, and Israeli- Arab confrontations, as well as vio-
lent incidents and wars in the Middle East.

Following the Cold War, as we shall see in Chapter 3, po liti cal constraints 
on the operation of geography have been reduced, through discontinuous 
critical junctures such as collapse of the Soviet  Union. Incremental normal-
izations, like the border agreements across Central Asia in the 1990s, have 
also helped. Clearly, as po liti cal constraints recede, geo graph i cal factors are 
growing more important in the post– Cold War Eurasian continental world.
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East Asia, South Asia, the Middle East, and the former Soviet  Union have, in 
the wake of the Cold War, become markedly more interactive with one an-
other, across traditional geopo liti cal divides, in a discontinuous, unpre ce-
dented fashion. How and why has that unlikely change transpired? And 
what does it portend for international relations theory and for global aff airs?

EXPLAINING EURASIA’S TRANSFORMATION

Th at Eurasia as a  whole is changing profoundly and becoming an increasingly 
integrated and interactive unit, eco nom ical ly and diplomatically coherent, has 
been noted by a number of astute recent pop u lar commentators.1 What drives 
this deepening integration and determines the sort of political- economic 
 profi le that the increasingly integrated continent will exhibit, however, remains 
to be clearly explicated. And virtually no academic commentators have ven-
tured to explain Eurasia’s or ga ni za tion gap, or the continentalism that has 
begun to replace it, in more theoretical terms, despite the potentially impor-
tant implications for how the global po liti cal economy functions.

Serious attempts to explain Eurasia’s long- standing or ga ni za tion gap, and 
its recent erosion, have often been based on Eu ro pe an experience, fl owing 
from two streams of thought: the realist paradigm and institutionalist frame-
works.2 Th e realist tradition stresses the role of geostrategy in both creating 
and erasing the gap. Th e contrasting institutionalist tradition explains the 
or ga ni za tion gap and its erosion in terms of established norms and culture.3

Th ere is defi nitely substantial variation in the salience of trans- national 
or ga ni za tion, and the degree of regional political- economic integration across 
the major global regions, and also in the profi le of trans- national interaction 
within those regions. Abstract concepts like “hegemony” or “norms” fail to pro-
vide suffi  cient explanation for the variety that actually prevails in the real 
world. Neither “globalization” nor “market forces” adequately explain causal-
ity. Indeed, all of these notions are under- predictive, in explaining why re-
gionalist confi gurations in the real world wax and wane.

As Mattli suggests, the critical equation defi nitely appears to be the demand 
for, and the supply of, regional institutions.4 When economic interdependence 
is substantial, and technological change rapid, as has recently been the case 
within Eurasia, there tends to be demand from national leaders for new, stabi-
lizing institutions, although that demand often remains unarticulated. Cer-
tainly energy interdependence, in the Eurasian case, is present as a driver. Th e 
supply of appropriate institutions, however, is by no means automatic.
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In this chapter, I present the critical- juncture framework as a key explana-
tory variable in Eurasia’s transition to more structured interdependence, and 
in trans- national institution- building more generally.5 I suggest that develop-
ments at “critical junctures” open isolated states to new, more cosmopolitan 
options, and intensify demand for trans- national institutions, even very soft 
ones, while also helping to provide— as well as to confi gure— the supply of 
those institutions. I argue that individual decision- making at critical, his-
toric turning points, both within nations and between them, thus profoundly 
shapes the ultimate institutional product, as well as the broader profi le of 
socio- political interdependence.

Critical- juncture analysis stresses, in short, the dynamic interaction among 
individual decision- makers at critical decision points, against the backdrop 
of economic interdependence. In explaining outcomes, it combines insights 
from both historical- institutionalist and rational- choice models. Historical 
institutionalists have concerned themselves with per sis tent legacies from the 
past, which unavoidably confi gure the political- economic context within which 
individuals decide. New rules of the game, however, can and do emerge from 
strategic bargains among individuals, especially during periods of crisis and 
uncertainty. Th e eclectic critical- junctures framework incorporates central 
insights from both approaches.

Th e rational- choice approach, by contrast, too easily assumes that individ-
ual bargaining over new arrangements occurs on a blank slate, without regard 
to pre- existent understandings and institutional context, although it use-
fully captures the importance of individual decision- making.6 In introduc-
ing the concept of critical juncture  here, I outline a pro cess by which rational 
actors modify their goals and perceptions in response to uncertainty, and by 
which they also bargain with one another in dynamic ways, often producing 
outputs that contrast to the embedded historical- institutional context in 
which they arose. Trans- Eurasian decision- making in the wake of the 1973 oil 
shock, the 1979 Ira ni an Revolution, or the 1991 Soviet collapse provide pow-
erful illustrations of this tendency. Hopefully, testing will make it possible si-
multaneously to gain a deeper understanding of national transformation in 
key countries, the emergence of trans- continental interdependence across Eur-
asia, and also the po liti cal economy of regionalism, continentalism, and po-
liti cal development more generally.
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CONCEPTUAL BACKGROUND OF THE 

CRITICAL- JUNCTURE FRAMEWORK

Th e critical- juncture framework presented  here is not commonly employed 
by specialists on regionalism and “proto- regionalism”. A variant of this concept 
has been frequently and quite productively applied, however, to explain domes-
tic institution- building. Indeed, a number of major works on nation- building 
fi nd national policies and leaders’ choices at critical decision points important 
in determining both the form and the function of political- economic institu-
tions that later emerge.7

Sidney Verba recognized, in studying comparative national response to cri-
ses, that po liti cal development typically follows a branching- tree pattern. His 
approach conceptualizes such development as a sequence of points at which 
choices are made. From any given juncture, there are alternative next stages, 
depending on what choices are made. Yet choice necessarily forecloses some 
alternatives. On this issue Verba stresses the multiple options available at 
each decision point— and as a result, the non- determinist overall character of 
po liti cal evolution.8

Stephen Krasner suggests a similar “punctuated equilibrium” paradigm 
for understanding the state- building pro cess.9 Punctuated equilibrium, in his 
formulation, corresponds closely to Verba’s notion of a branching tree. It sug-
gests that institutional change is episodic and discontinuous, rather than in-
cremental. Crises, in his formulation, are of central importance in determining 
long- term institutional outcomes. During a crisis, the choice made regarding 
which path to pursue forecloses other options, including potentially the paths 
that are most functionally appropriate to solving a problem. Employing the 
concept of punctuated equilibrium, Krasner suggests not only the constraints 
on institutional adjustments that pre- existing structures create, but also the 
converse opportunities for institutional innovation that crises provide. At 
each juncture, he contends, there is a chance for self- correction and choice of 
alternative po liti cal directions.

Stephen Skowronek similarly stresses the importance of po liti cal crisis, 
which he defi nes as “a sporadic, disruptive event that suddenly challenges a 
state’s capacity to maintain control and alterns the boundaries defi ning the 
legitimate use of coercion.”10 Skowronek argues that “crisis situations tend to 
become the watersheds in a state’s institutional development. Actions taken to 
meet the challenge often lead to the establishment of new institutional forms, 
powers, and pre ce dents.”11 Skowronek’s fundamental argument is that the 
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ultimate profi le of institutions established during periods of crisis is a func-
tion of both environmental factors during such periods and pre- existing in-
stitutional structures. In short, the immediate interplay at a critical juncture 
between events and the pa ram e ters that shape the meaning of those events to 
decision- makers profoundly aff ects the institutional profi le that ultimately 
emerges from a crisis. Pre- existing institutions do not mechanically deter-
mine policy outcomes, he contends.

Crises reduce contradictions between state structures and the domestic 
environment within which those structures exist, by provoking structural 
change responsive to that environment. Yet following such crises, institutions 
originally created to resolve the original incongruity take on a life of their own. 
Bureaucracies and po liti cal parties, for example, confi gure themselves with-
out necessarily responding to contemporary social changes, often leading to 
increased tensions. Th ese tensions in turn ultimately provoke further crises. 
Th is dualism of changing circumstances and persisting institutions is central 
to understanding the signifi cance of crisis- generated critical junctures in po-
liti cal development.

Peter Gourevitch explicitly considered the relationship between crisis 
and state, fi nding that crises both refl ect developments within a given state, 
and also in turn shape the confi guration of states themselves. Gourevitch ap-
preciated the importance of historical contingency, arguing that “in each cri-
sis countries ‘choose’ a policy or a sequence of policies . . .  but frequently in 
decision- making we fi nd neither consciousness nor coherence.”12

In other work I have also personally applied the notion of crisis in explaining 
public- policy profi les. In a formulation approaching that of the critical junc-
ture, I describe the intervals surrounding a major po liti cal crisis as “climactic 
periods, when long- established patterns are suddenly called into question, 
and new, unusually enduring relationships are rapidly forged.”13 I note that 
an explanation for policy change suffi  ciently predictive to suggest the direc-
tion of change needs to combine structural and historical approaches.

My 1988 study, considering Japan’s post- World War II politicsl of public- 
policy formation in comparative perspective, shows that in years of 
turbulence— that is, periods when old relationships crumble and new ones 
are rapidly forged— longstanding and often routinized circles of compensa-
tion are also reconfi gured. Th e new institutions and policy patterns developed 
during those short periods of fl ux often persist long after the original pressures 
that forged them have disappeared. Detailed historical examination of both 
pre- existing social structure and newly arising pressures for change during 
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periods of crisis, I thus argue, is critical. I see public- policy analysis, in other 
words, as a form of po liti cal archeology.

All of the preceding works highlight an important aspect of po liti cal devel-
opment: crisis and individual response at a critical juncture. Every critical 
juncture, in the terminology of the branching- tree model, thus serves as a node 
from which diff erent branches lead off  in various directions. Decision- makers, 
given their own personal opportunities and constraints, unavoidably make 
choices regarding which branch to pursue at these individual decision nodes.

Going beyond this simplifi ed paradigm, one can see variations on the 
branching- tree model theme. After a choice is made at a given decision mode 
and another decision point arises, distinct branches with divergent implications 
emerge down the road. Decision- makers who could potentially be diff erent 
from those at the previous node, confront new opportunities and constraints, 
making choices as to which branch to approach. Th ey may revise the thrust 
of the previous decision, even contradicting the former choice. Th us, over time, 
a more appropriate path— one that was foreclosed by the previous decision— 
may later reopen, as the actual pro cess of making policy evolves.

Th e branching- tree model thus contrasts sharply with the realist paradigm, 
and also with historical institutionalism. Th is tree model, diverging from the 
realist paradigm, captures the actual dynamics of interactions at a critical 
juncture. In reality, power distribution and position in the international sys-
tem, although important, do not determine the payoff  structure and bargain-
ing routes that are involved in an interactive decision- making pro cess in any 
respect, and the branching- tree model is sensitive to this reality.

Th e branching- tree model also contrasts to the historical- institutionalist 
approach. Th e latter stresses determinacy in institution- building, while the 
former captures the deep contingency on events that is characteristic of criti-
cal junctures. Historical institutionalism focuses on the structural context of 
decision- making. Th e branching- tree model recognizes, however, the relative 
autonomy of individual choice, especially the inter- personal dynamics among 
individual policy- makers. Again, existing institutions provide important 
context for a critical juncture. Yet due to the distinctive, indeterminate na-
ture of such potential turning points, as the following section makes clear, 
institutions by defi nition cannot conclusively shape the outcome of such a 
critical juncture. On the contrary, outcomes are typically dependent on indi-
vidual decision- making, as well as the pro cess through which individual pref-
erences are determined and combined, even though that pro cess tends to be 
spontaneously haphazard.14
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SPECIFYING THE CRITICAL JUNCTURE MODEL

A critical juncture is defi ned  here as a historical decision point at which there 
are distinct alternative paths to the future. For a decision point to qualify as 
a critical juncture, certain defi ning features are both necessary and suffi  cient:

1.  A crisis typically exists, that calls the legitimacy of existing arrangements 
into serious question, regardless of whether those arrangements are formal 
or informal, institutional or hegemonic in character, and no matter whether 
the crisis involves a rapid change of power distribution within the system, 
or collapse of authority, or any form of violent confl ict.15 Crisis, in other 
words, meaningfully changes the pre- existing bargaining context, and opens 
periods of opportunity for change, thus generating new demand for insti-
tutions. Crisis also generates an initial stimulus for interaction, signaling the 
onset of a critical juncture. Crises can be strategic, economic, or a combina-
tion of the two: the 1962 Cuban missile crisis; the 1971 breakdown of the 
Bretton Woods system; the oil shocks of 1973 and 1979; the 1989 collapse of 
Soviet satellites in Eastern Eu rope; the 1991 collapse of the Soviet  Union it-
self; and the 2008 global fi nancial crisis are all illustrations.

2.  Crisis breeds stimulus for change. It also generates, however, a parallel need 
for collective action to address a common challenge, thus catalyzing the 
pro cess of institutional supply. Th e initial stimulus typically generates dif-
fering incentives for policy- makers, who themselves have diverse prefer-
ences and forms of leverage, which are defi ned by “states’ international 
capabilities, and domestic co ali tional stability, as well as elite beliefs and 
ideologies.”16 Th e actors, however, may— but do not necessarily— have the 
ability to resolve the problem at hand. If the nations involved lack the capac-
ity to address the problem in question, and to undertake institutional in-
novations, then the crisis persists— with no decision made and no option 
chosen— until the crisis escalates to the point where actors emerge who are 
capable of innovating to solve the collective problem that they face.

3.  Th e parties involved confront intense time pressure. Such pressure is a cru-
cial element in a critical juncture, in that it constraints institutional supply, 
and the contours of the institutional proposals that emerge. Time pressure 
makes interactions hard to routinize, and limits the time available to search 
out options. As a result, decision- making takes place under severely bounded 
rationality. Decision- makers are forced into sudden, high- stakes decisions, 
with inadequate information, a combination which can fatefully aff ect pol-
icy outcomes.17 Th e actors involved are forced to devise a solution within a 
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either formal authority and responsibility or actual control over the resources 
necessary to carry out action.

Critical Junctures and Trans- National 

Institution Building

A critical- juncture framework clearly appears useful in intranational po liti cal 
development, as demonstrated in a wide range of previous studies. Yet there 
is an unwarranted lack of scholarly attention to the critical juncture mecha-
nism in the study of trans- national institutional development and transforma-
tion. Th ere is, as I have noted, a potentially catalytic link between the demand 
for such trans- national or ga ni za tion, fl owing from either market pressures or 
security challenges, on the one hand, and the po liti cal supply. Coordina-
tion dilemmas make it easier for leaders to concur on new frameworks during 
critical junctures than at other times— and also more imperative. Such coor-
dination dilemmas can also play a key role in dismantling pre- existing insti-
tutions, as happened in the last days of the Soviet  Union.

Clear logical parallels can be drawn between national and regional institu-
tion building, especially when the units in a given region are highly interdepen-
dent, as in Eu rope, Latin America, North America, or East Asia. A continent 
could, for the purposes of this analysis, be considered a par tic u lar type of 
trans- national region. If the evolution of sociopo liti cal or ga ni za tion at the 
national level does not follow the path specifi ed theoretically by historical 
institutionalism, there is no par tic u lar reason to believe that, at a regional or 
continental level, established pre ce dents should necessarily determine future 
direction. If national institution building follows the crisis and sequence pat-
tern, as the above scholarship suggests, then similar logic may be working at 
a regional level as well. Th is is especially likely when the constituent units of 
the region are highly interdependent, as the continent of Asia is becoming 
with respect to energy.

Indeed, the profi le of regional institution building could be particularly re-
sponsive to crisis, given the fragility of institutions at the transnational level, 
the complex cross- pressures confronting regionalism, which only crisis can re-
solve, and the systemic imperative of coping with crisis when it actually emerges. 
Th is pattern could be particularly pronounced in areas of the world that are 
especially prone to political- economic crisis, such as the Middle East and 
Northeast Asia. Th ese crises can in turn be a crucial catalyst for policy inno-
vation, or for sociopo liti cal network building.
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The Special Utility of Critical Juncture 

Analysis

Although alternative formulations have potential merits of their own, the 
critical juncture framework explains many dynamics and consequences of 
trans- national po liti cal evolution. Domestic institutions are the product of in-
teractions among interest groups, organizations, administrative branches, and 
even individual leaders, in an eff ort to tackle common crises. Regional coop-
eration is therefore the product of dynamic interactions among countries 
with diff erent interests and resources, seeking to solve emergent common 
problems or to fi ll a power vacuum, such as existed in Central Asia following 
the collapse of the Soviet  Union.

Common goals, institutional environment, and case- specifi c factors— 
international power position, domestic co ali tion profi le, and leadership beliefs, 
for example— off er broad pa ram e ters within which to modify context and seek 
better payoff s; their adaptation of bilateral or multilateral approaches, for ex-
ample, is fatefully shaped by the pro cess of interaction at a critical juncture. 
If policymakers aspire to create new institutions, they must fi rst decide on 
the specifi c characteristics of those bodies or systems of rules, including the 
strength, nature, and scope of the arrangements in question.19 Th e structural 
product of this critical juncture interaction is stabilized, codifi ed, and in turn 
itself shapes the future contours of cooperation in a given region. Th e form 
and scope of regional cooperation are thus both perpetuated until another 
crisis occurs at a subsequent critical juncture.

Given the foregoing, the study of regionalism, including continentalism as 
a variant thereof, should thus fi nd its roots in the understanding of critical 
junctures. Yet critical junctures do not, of course, fully explain regional de-
velopment profi les. Historical and institutional factors naturally all contrib-
ute to the interactions among nations at critical junctures, by shaping the 
context of decision itself. To use another analogy, if preexisting institutions 
provide a menu of policy options for decision makers, crisis- induced critical 
junctures can (1) contract the repertoire, limiting available choices; (2) change 
the repertoire, ranking preferences diff erently; or (3) expand the repertoire, 
revealing fresh options that  were imperceptible prior to the crisis. CJs can thus 
infl uence the decision- making pro cesses of large, powerful nations just as 
profoundly as they do the policy profi les of smaller powers, if not more so, 
making critical junctures ultimately more fundamental to understanding 
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policy outcomes, in many cases, than the power structures of domestic or 
international aff airs.

At any given critical juncture, states may have multiple responses to trans- 
national crises. Th ey choose one of them based on two- level game interac-
tions with domestic interest groups and foreign counterparts.20 Institutional 
development at critical junctures thus has inevitable discontinuity from a 
historical perspective— in both domestic and transnational decision making.

Th e impact of a critical juncture is not limited to the immediate handling 
of a crisis. Indeed, the policy networks established to deal with the crisis in 
question endure after the turbulence has subsided. Even when crisis- period 
actors fail to establish formal procedures or regulatory bodies to govern their 
own future relations, they build pro cesses for interactions and coordination 
among the countries in question that continue to endure. Th ose pro cesses 
can thereafter be reinforced by growing economic interaction in areas such as 
energy, or by deepening social interaction of various kinds.

Individual actors involved centrally in the policy networks created and 
strengthened through CJs tend to be prominent po liti cal leaders, specialists, 
and other infl uential fi gures in their own countries. In the pro cess of dealing 
with crisis, they establish and solidify ties to actors from other countries. Th ese 
trans- national relationships serve as communication channels for information 
and springboards for contemplating future collective action. After crises 
subside, actors participating in these transnational networks often continue 
making cooperative proposals for addressing subsequent issues that arise, using 
their new crisis- established transnational networks. After the 1997– 1998 fi -
nancial crisis in Asia, for example, such networks helped crucially in estab-
lishing a multilayered institutional environment across that region, including 
that embodied in the May, 2000 Chiangmai agreement.21

CRITICAL JUNCTURES AND THE MAKING OF 

EURASIAN ENERGY ENTENTE

Clearly there have long been profound and deepening complementarities of 
interest between the energy producers and the energy consumers of Eurasia, 
which could potentially lead to deeper and more intense regional ties, both 
formal and informal. Th e prospect of deeper relationships has per sis tent ly 
been intensifi ed by the realities of geography, which naturally link Persian 
Gulf, Rus sian, and Central Asian producers intimately with Indian and 
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Northeast Asian consumers, both by land and by sea. Th ese Eurasian energy 
complementarities and geo graph i cal proximity are much stronger than those 
with Eu rope and North America and should naturally lead to transcontinen-
tal energy entente. Yet such potential complementarities, as we have seen,  were 
once long dormant, with little progress in realizing them outside the former 
Soviet  Union, over the fi rst eight de cades of the twentieth century. Why then 
has continental interdependence begun to intensify so explosively in recent 
years?

Much of the answer seems to lie in a small number of intense political- 
economic crises in key Eurasian countries, unfolding sequentially across the 
last quarter of the twentieth century. Th ese crises, in their totality, re oriented 
the continent’s growth and energy profi le, giving rise to deepened Eurasian 
political- economic interdependence, unpre ce dented since the demise of the 
Silk Road fi ve centuries earlier. I point to six critical junctures in the recent 
history of Eurasia, during the fateful last three de cades of the twentieth cen-
tury, which together dynamically activated the powerful forces of integration 
and transformation now giving birth to new continentalist confi gurations of 
potentially historic signifi cance.

Two of these junctures— Deng Xiaoping’s Four Modernizations in the late 
1970s and Manmohan Singh’s Indian economic reforms of the early 1990s— 
activated the formidable growth engines of China and India, which in turn 
have been so fatefully important in stimulating energy demand in those two 
poor yet massive countries, with more than a third of the world’s population 
between them.22 Th e other four CJs— the 1973 Arab oil embargo and nation-
alizations, the 1979 Ira ni an Revolution, the 1991 collapse of the Soviet  Union, 
and the 1999 advent of the Putin administration in Russia— transformed the 
po liti cal economy of key nations across Eurasia in fateful ways, both disman-
tling geopo liti cal barriers to the emergence of a more integrated continent 
and also encouraging deepening continental inclinations both to cohere 
regionally and to balance rather than simply bandwagon with the United 
States in international aff airs. I begin my examination of these momentous 
transitions with the oil shock that reordered Eurasia’s prospective role in 
global energy aff airs, moving then to the liberalization steps in the conti-
nent’s giant nations that unleashed their growth potential, and fi nally consid-
ering the key domestic po liti cal changes that magnifi ed and channeled the 
consequences of that new Eurasian growth.
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Oil Shock and the Changing Own ership of 

Middle Eastern Energy (1973– 1975)

Oil . . .  is the strongest of weapons the Arabs wield.
— Abdullah Tariki, Saudi petroleum minister and 

cofound er of OPEC23

One of the great political- economic bargains in world history, ranking with 
the legendary purchase of Manhattan for $24, was an obscure contract ne-
gotiated in 1933. For a loan of $170,327.50, Saudi Arabia’s King Abdul Aziz 
ibn Saud granted the Standard Oil Company of California a sixty- year ex-
clusive concession to 360,000 square miles of desert.24 So huge  were the oil 
reserves when fi nally discovered, and so massive the investment needs to 
develop them, that SoCal— Chevron to be— could not exploit these reserves 
alone. It took on partners, thus forming the Arabian American Oil Com-
pany (Aramco).

In the years to follow, Aramco indeed became a plum— the world’s largest 
oil producer, sitting atop the world’s largest oil reserves.25 By the early 1970s, 
its average wells yielded 12,000 barrels per day, compared with the 18 barrels 
per day of the average U.S. counterpart.26 Aramco’s $20 billion refi nery and 
petrochemical complex at Ras Tanura on the Persian Gulf, the largest in the 
world, could turn out more product (550,000 barrels per day), produce more 
petrochemicals (7 million tons per annum), store more oil, and load more su-
pertankers than any other such facility on earth.27

Aramco’s profi ts in the early 1970s  were also im mense. By early 1974 Saudi 
royalties and taxes had soared to $7 per barrel, while production costs re-
mained only $1.20 per barrel. At that level, Aramco was netting more than $5 
per barrel, pumping 7.3 million barrels per day. And it did not need to either 
ship or market the oil.

Handling the petroleum itself was the responsibility of Aramco’s fi ve own-
ers. Four  were American partners from among the so- called Seven Sisters— 
the world’s most powerful oil companies, all from the Western world. SoCal 
(Chevron to be), Texaco, and Exxon each had a 22.5 percent interest, while 
Mobil held a 7.5 percent share. Th e fi fth partner was the Saudi government, 
which bought a 25 percent share under a participation agreement in 1972.

Aramco, totally American run, did its best to stay out of Saudi politics 
and to help the country develop. Beginning in the early 1950s, it provided 
free health care, schooling, and no- interest home mortgage loans to its Saudi 
employees, while paying them well and training them carefully. It also 
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and indeed global reserves, remained more hesitant. In October 1972, the Sau-
dis and Aramco reached what for them was an unpre ce dented step— agreement 
for 25 percent Saudi equity participation, rising to 51 percent by 1983.35 Th e 
United Arab Emirates (UAE) settled with its foreign partners along similar 
lines.

By the end of 1975— only three years later— matters  were drastically diff er-
ent. Oil prices  were more than four times what they had been in 1972. OPEC 
and the Or ga ni za tion of Arab Petroleum Exporting Countries (OAPEC) had 
been transformed into price- militant bodies, acting unilaterally rather than 
through negotiation with the Western majors. Th ey had cut production and 
launched embargoes against powerful Western nations, including the United 
States. And virtually all the oil production in the Persian Gulf, as well as much 
international distribution, was in local hands. Saudi Arabia, the UAE, Qatar, 
and Oman— with 29.6 percent of world oil reserves between them— had 
claimed and already received 60 percent own ership of production facilities, 
while an even more militant Kuwait— pressed by an activist parliament and 
with a large local Palestinian population— had moved to 100 percent control, 
off ering only $50 million compensation to previous foreign own ers.36

Th ese dramatic own ership changes in the Middle East  were echoed by 
parallel developments elsewhere. In August 1974 a new Malaysian national 
oil company, Petronas, with exclusive own ership of domestic hydrocarbon 
resources, was born. In 1975, the Venezuelans took similar steps. In 1976 Bah-
rain and in 1977 Nigeria followed suit. By 1979, 42 percent of total world oil 
sales  were in the hands of the exporters themselves— up from only 8 percent 
at the beginning of 1973.37 And the overwhelming share of global reserves 
had passed into the hands of government- owned national oil companies in 
Eurasian nations, a pattern that persists to this day.38

critical juncture: unsheathing the oil weapon

How did this historic change in the own ership and distribution structure of the 
world oil industry, from control by consortia of Western oil majors to domi-
nance by producing nations themselves, actually occur? And what implications 
has this transformation had for intra- Eurasian political- economic relation-
ships? As we shall see, a remarkably short, yet climactic, critical juncture cen-
tering on Saudi Arabia explains much of this change, which fatefully altered 
the character of transcontinental energy interdependence in future years.

Th e defi ning traits of critical juncture, as noted above, are crisis, stimulus to 
change, and time constraint. Th e 1973 events that catalyzed historic changes in 
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the political- economic structure of the Middle Eastern oil industry fi t this 
pattern well, because they  were directly related to the Yom Kippur War be-
tween Israel and the Arabs in October 1973, when all three conditions  were 
obviously present. On the holiest day of the Jewish calendar, 32,000 Egyp-
tian troops, supported by 3,000 assault guns and sorties by over 220 MiG 
aircraft, stormed across the Suez Canal in broad daylight, even as Syrian tanks, 
backed by 700 artillery pieces, crossed into the Golan Heights.39 Clearly this 
abrupt attack in a strategically vital part of the world provoked a crisis for all 
concerned, and a stimulus to change under severe time pressure, due to the 
impact on global energy prices, superpower relationships, and the security of 
Israel.

Although the military attack against Israel was launched by Egypt and 
Syria, the really potent oil weapon lay in the hands of King Faisal of Saudi 
Arabia. Although strongly anti- Zionist, he was also fi rmly anticommunist, 
and feared the spread of radicalism in the Middle East. He saw recent danger-
ous signs of Marxism in South Yemen, Sudan, and an abortive air force offi  -
cers’ plot in Saudi Arabia. He had always believed that oil and politics should 
not mix.

By early 1973, however, Faisal was beginning to change his mind.40 He saw 
that global oil markets  were tightening and that Saudi Arabia was displacing 
Texas as swing producer for the world. He was also impressed by the leadership 
change in Egypt— from Nasser, whom he distrusted, to Anwar Sadat, with 
whom he felt a closer bond. Sadat, Faisal sensed, was an Egyptian nationalist, 
trying to dismantle Nasser’s legacy; a religious person; and an anticommunist, 
with the courage to expel Soviet advisors. Faisal himself, despite his long- 
standing pro- Americanism, was also frustrated with the unwillingness of the 
Nixon administration to move toward what he considered an even- handed 
stance on Israeli- Palestinian issues, despite the Saudi monarch’s repeated and 
ultimately public entreaties.41

In late August 1973, Sadat visited King Faisal in Riyadh, intimating to the 
king that he was considering war with Israel. Sadat intimated that confl ict 
would begin with a surprise attack and asked for Saudi cooperation. Th e king 
immediately pledged half a billion dollars to Sadat’s war chest and promised 
to use the Saudi oil weapon. But he asked for a battle that would continue 
long enough for world opinion to be mobilized.42

Even after war began, and despite his private promises to Sadat, Faisal did 
not immediately respond. Along the Suez Canal and the Golan Heights, 
however, the fi erce battle raged, running through huge military stockpiles on 
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deepening of Eurasian continental energy interdependence in three impor-
tant ways.

First of all, and most important, the 1973 critical juncture provoked a his-
toric own ership change in the world oil industry: the transition from West-
ern multinationals to national oil companies as producers and, increasingly, 
as distributors as well. At the beginning of 1973, the Seven Sisters, led by 
Exxon, Mobil, Chevron, and Texaco, reigned supreme, based on their control 
of production at Aramco and of distribution in both the U.S. market and in 
Eu rope; two years later they had lost formal preeminence, due fi rst and fore-
most to changes in Saudi Arabia— although not just there, but throughout 
the Gulf, and indeed throughout most of the producing world. By 2006, every 
fi rm in the top ten global reserve holders, with the ironic exception of Lukoil, 
was state owned, and eight of those fi rms  were from within Eurasia.46 Among 
the major international oil companies, Exxon Mobil was ranked fourteenth, 
BP seventeenth, Chevron nineteenth, Conoco- Phillips twenty- third, and Shell 
twenty- fi fth.47

Th is new preeminence of national oil companies had concrete implications 
for Eurasia, particularly in distribution. It led ultimately to the emergence 
downstream of Eurasian producer multinationals, such as Saudi Aramco, in 
Asian consumer markets. Saudi petrochemical complexes and ser vice stations 
began appearing in China’s Fujian Province, as we shall see. Th e rise of the na-
tional oil companies also gave momentum to new Asian intermediaries, such 
as Japan and Korea’s general trading companies, and China’s national oil 
companies, which gained access to the newly dominant Eurasian national 
producers upstream. Dynamic new Asian national companies like Malaysia’s 
Petronas, with multiple production and distribution functions, and special 
access to the newly dominant national oil companies of the Gulf,  were also 
born. As Eurasian growth began to accelerate, these new Asian intermediar-
ies would grow with the continent as well.

Second, the 1973 critical juncture inspired a new pro cess of price setting 
and resource allocation, with major implications for Eurasia. OPEC, as it dem-
onstrated dramatically with its unilateral production cuts and price increases 
amid the war, was the key decision maker on such vital questions. Vastly re-
duced in infl uence was the Western- dominated, oligopolistic producers’ cartel, 
which had traditionally dominated supply and pricing worldwide through 
consortium own ership in Saudi Arabia and Iran, enforced by the long- standing 
swing producer role of the United States itself. OAPEC, which  decreed the 
fateful production cutbacks of October 1973, had also temporarily gained 
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prominence, although after 1980 it retired to or ga niz ing regional cooperation 
on more technical oil industry development matters.

Th e 1973 crisis, fi nally, led to deepening interpersonal contact between the 
Middle East and Asia farther east which created the personal basis for the 
vigorous dialogue to follow. In par tic u lar, the crisis invigorated ties between 
the Middle East and Japan, critically dependent on oil from the Gulf, which 
was initially declared an unfriendly nation, but made a rather dramatic pro- 
Arab shift in late 1973 that markedly changed its classifi cation.48

Th e crisis enhanced the transregional standing of entrepôt centers like Sin-
gapore and Dubai, which began creating special expertise as catalytic inter-
mediaries between parts of the world that had not previously known one 
another well. It also nurtured a group of resource- oriented leaders in Japan, 
such as Prime Minister Tanaka Kakuei and MITI Minister Nakasone Yas-
uhiro, who for years to come  were to give special priority to Middle Eastern 
and Rus sian ties, in per sis tent eff orts to procure adequate supplies of ura-
nium, as well as oil, gas, and assorted minerals.49

China’s Four Modernizations (1978): 

Stimulating Growth and Energy Demand

“When China wakes,” Napoleon once forecast, “it will shake the world.” 
Th at massive nation, most populous on earth, has encountered many fateful 
transformations across its modern history, including the Republican revo-
lution of 1911 and the Communist revolution of 1949. Yet no doubt the de-
velopment most consequential for global political- economic aff airs, and 
indeed ultimately for the deepening of China’s ties westward with the en-
ergy producers of Eurasia, was the economic liberalization, beginning un-
der Hua Guofeng, that was enunciated by Deng Xiaoping as the Four 
Modernizations at the Th ird Plenum of the Eleventh Central Committee 
of the Chinese Communist Party in  December 1978.50

Th e concept of the Four Modernizations as Deng presented it— fundamental 
policy changes in the areas of agriculture, industry, and national defense, as 
well as science and technology— did not originate with Deng himself. Th e 
term was introduced by Prime Minister Zhou Enlai at the Conference on 
Scientifi c and Technological Work, held in Shanghai before the Cultural 
Revolution, during January 1963. Twelve years later, in one of his last public 
acts, Zhou made another pitch for the Four Modernizations at the Fourth 
National People’s Congress. Yet in 1975 Zhou was suff ering from terminal 
cancer and was too weak po liti cally to confront Mao’s wife Jiang Qing on 
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this divisive issue, which related closely to the propriety of the Cultural 
Revolution that had ravaged China for the previous de cade.

Deng Xiaoping was more combative. In the fall of 1975 he published three 
documents, which  were ultimately to become the basis for the Four Modern-
izations in practice. Th e Gang of Four labeled these documents Th ree Poi-
sonous Weeds and focused on Deng as target of the Anti- rightist Deviationist 
Wind Campaign. In his New Year’s message of 1976, Chairman Mao warned 
against emphasizing material progress, and by April Deng had been dis-
missed from all his offi  cial government posts.51

Only ten months later, in October 1976, Mao was dead, and the Gang of 
Four had been arrested. By August 1977, Deng had been reinstated and soon 
thereafter delivered a speech to the Eleventh Party Congress stressing the 
Four Modernizations, which he interpreted as meaning “electricity in the rural 
areas, industrial automation, a new economic outlook, and greatly enhanced 
defense strength.”52 In February 1978, Chairman Hua Guofeng, who had been 
pressing individual liberalization steps for nearly a year, unveiled a ten- year 
plan for the period 1976– 1985, embodying many of the same notions, although 
with a pronounced emphasis on heavy industry (steel, coal, electricity, and 
transportation infrastructure).53 Deng, the more pragmatic, market oriented, 
and po liti cally sensitive of the two, then made the defi nitive pronouncements 
that have endured across modern Chinese history, in December 1978.54

the coming of critical juncture

Why should we consider the enunciation of the Four Modernizations to be 
a critical juncture? First of all, there was a pronounced crisis in the Chinese 
po liti cal economy following the ravages of the Cultural Revolution, center-
ing on heavy industry, that urgently required resolution. Steel production in 
1976 was only 21 million tons— down from 25.5 million in 1973, and a net gain 
of only 10 percent over the 1960 fi gure. In agriculture, the per capita output 
of grains was no higher in 1977 than it had been two de cades earlier, in 1955. 
State enterprises, rather than being a source of profi ts,  were absorbing large 
subsidies that necessitated the milking of agriculture. Oil fi elds like the fa-
mous Daqing fi elds in the northeast, whose workers once served as a paragon 
of the Cultural Revolution,  were stagnating, while electric power infrastruc-
ture languished in disrepair. Meanwhile, and more urgently, on the military 
front, challenge from the Soviet  Union was rising, giving Socialist China’s 
economic weakness major national security implications as well. In February 
1979, the Soviet  Union had invaded Af ghan i stan and seemed to Chinese 
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leaders bent on further expansion, generating in Beijing a profound sense of 
deepening international threat to China.

Second, there was major po liti cal stimulus for change in the PRC of the 
late �	��s. �  e country had experienced tremendous socioeconomic disloca-
tion during the Cultural Revolution, and many, especially among more estab-
lished groups, desperately desired a return to normalcy. Following the death 
of Chairman Mao, reversing the ravages of the Cultural Revolution at last 
became a possibility.

Finally, there was intense time pressure in implementing reforms during 
this period. Part of the perceived urgency was external, ” owing from Soviet 
designs. Within China, Maoist forces remained strong, and the national po-
liti cal situation was ” uid. Foreign interests  were as yet not well represented 
in China. � ere was a very real possibility that China could lurch backward to 
practices of Cultural Revolution days. In this environment, Deng Xiaoping 
and his allies felt that they had to move rapidly to consolidate a forward- 
looking set of economic policies.

�  e overall design was enunciated almost as soon as Deng took power, with 
initial implementation following soon thereafter. � e early emphasis was heavy 
industry, with the �� billion Baoshan steel mill near Shanghai being a “ rst 
major step. As po liti cal conditions stabilized, Deng•s approach progressively 
broadened beyond an initial emphasis on national self- reliance, to involve 
substantial foreign loans. In December �	��, for example, China arranged a 
��.� billion sovereign loan from a consortium of British banks, and by mid- 
April the PRC had received or arranged for a total of ��� billion in foreign 
loans. Five Special Economic Zones (Guangdong and Fujian in the south, 
Shanghai in central China, and Beijing/Tianjin in the north)  were estab-
lished, endowed with power to negotiate arrangements with foreign “ rms on 
the Yugoslav- Romanian model, thus melding socialist and capitalist systems. 
China also moved rapidly forward in technical education, expanding its sci-
enti“ c and technical workforce from ��,��� when the modernizations began 
to ���,��� by the early �	��s.

By then Chinese economic growth was surging into double digits„ a pat-
tern fated to persist for well over a quarter century. China•s economy grew 
from eleventh largest in the world in �	��, according to World Bank calcula-
tions, to second by ����.55 As indicated in Figure 
.�, China•s gross domestic 
product (GDP) growth fell below � percent only seven times over the three 
de cades from �	�� to ����. During that period, China•s overall economy 
expanded more than twenty- six- fold.
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For the fi rst two de cades, in par tic u lar, much of this growth was export- 
led, with a heavy emphasis on exports to Japan and the United States. For-
eign multinationals, which handled more than half of China’s exports, also 
played a major role. After 2000, however, this foreign dimension gradually 
declined in relative importance, as the geographic sphere of China’s growth 
broadened westward, beyond eastern coastal areas into China’s vast interior, 
with domestic demand gaining substantially greater importance.

Figure 3.1A: China’s high- speed growth following the Four Modernizations.
Source: World Bank, World Development Indicators Online,  http:// databank .worldbank 
.org / .
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Figure 3.1B: China’s economic acceleration under the Four Modernizations.
Source: World Bank, World Development Indicators Online,  http:// databank .worldbank 
.org / .
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implications for eurasian interdependence

Before the Four Modernizations, China was an island unto itself— massive 
but eco nom ical ly static and self- absorbed. Th e modernizations and the ensu-
ing growth surge that they inspired radically transformed this equation. With 
high- speed development, China— like Japan before it— began to rapidly out-
strip its substantial domestic resource basis and grew increasingly import de-
pendent, while also increasingly export oriented.

Th e initial impact was to deepen interdependence with Southeast Asia and 
the United States— primary Chinese export markets— more than with other 
parts of the world. Dependence on the U.S. market  rose higher and higher— to 
its peak in 2002. A secondary eff ect, however, was energy- driven interdepen-
dence with Eurasia, which intensifi ed greatly after 2000, and has become 
central to China’s relations with the world since then, even as dependence on 
America has waned, as we shall see.

Since late 1993, China’s previous long- standing oil export surplus has evolved 
into a massive defi cit of over 6 million barrels of oil per day, with China’s over-
all energy imports totaling over $124 billion by 2009.56 Around 60 percent of 
all the oil that China consumes is now imported, and prospects are strong 
that China will import 80 percent of its oil needs— a signifi cantly larger share 
than the United States— by 2020.57 Th is historic transformation has propelled 
a spiraling and unpre ce dented hydrocarbon dependence on continental 
Eurasia— the Middle East, Rus sia, and the ’Stans— that is being comple-
mented by broadening nonenergy relationships as well.

Another crucial implication of China’s Four Modernizations for Eurasia’s 
collective future concerns is the po liti cal context within which they  were 
achieved. Unlike the Soviet  Union, China pursued economic reform without 
engaging in po liti cal reform, through a pro cess of gradualism, administrative 
decentralization, and particularistic contracting.58 Th e PRC’s special brand 
of communism— less institutionalized and more decentralized than that of 
the USSR— also facilitated this outcome. China thus emerged as a high- 
growth, yet soft- authoritarian power— only partially open and shallowly in-
tegrated with the world.59 As a consequence of its distinctive critical juncture, 
dominated by the fear of resurgent anarchy through cultural revolution, the 
China that emerged casts an illiberal shadow over Asia that darkens broader 
prospects for a world of liberty and law.
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India•s 1991 Financial Crisis and Ensuing 

Reforms: Accelerating Growth and 

Burgeoning Energy Demand

Asia•s other giant emerging economy, with a young and growing population 
of well over a billion people, is India. Like China, it was for many years a 
static, low- growth, and largely self- su�  cient socialist economy, with a 
strongly protectionist, import- substituting orientation, epitomized by its ex-
pulsion of IBM in �	�
. 60 Between �	�� and �	��, for example, Indian GDP 
growth averaged only around 
.� percent annually.61

India•s growth pattern, however, has sharply changed. As indicated in Fig-
ure 
.�, the discontinuity occurred in the early �		�s. � e country experi-
enced a severe foreign exchange crisis, during which India•s foreign exchange 
reserves deteriorated calamitously: the country could barely “ nance three 
weeks of imports and was forced to pledge sixty- seven tons of national gold 
reserves as collateral for an emergency structural adjustment loan of ��.� bil-
lion from the International Monetary Fund (IMF).62 Meanwhile, the govern-
ment was compelled to accept a sharp currency devaluation through which 
the Indian rupee fell from ��.
� to the dollar at the beginning of �		� to �
 to 
the dollar by early �		�.

Following the crisis, and the ensuing set of economic reforms, India•s eco-
nomic pattern sharply changed, as we shall see. Growth began to accelerate, 
as noted in Figure 
.�, and averaged �.� percent real growth during the �		�… 
�		� period„ more than double the average of the �	��s. After additional 
structural adjustment during the late �		�s, India•s economy once again be-

Figure 
.�A: India•s recent high- speed growth.
Source: World Bank, World Development Indicators Online,  http:// databank .worldbank 
.org / .

http://databank.worldbank.org/
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gan to expand, at a rate averaging 8 percent annually by the late 2000s. From 
virtual insolvency in 1991, Indian foreign exchange reserves  rose to nearly 
$260 billion in 2009 and to even higher levels as the global fi nancial crisis 
abated late that year.63

profile of india’s critical juncture

As in the case of China and its Four Modernizations, the stimulus for change 
had been accumulating in India for many years. Th e deepening fi scal diffi  cul-
ties of the government (both national and provincial), intensifi ed by the bur-
den of subsidizing ineffi  cient state enterprises and supporting a broad range of 
commodity and fuel subsidies,  were one key dimension: the gross fi scal defi cit 
 rose from 9 percent of GDP in 1980– 1981 to 12.7 percent of GDP in 1990– 1991, 
on the eve of the crisis. Th e government’s internal debt also accumulated rap-
idly, rising from 35 percent of GDP in early 1981 to 53 percent of GDP a de cade 
later. Heavy government spending found its macroeconomic counterpart in 
spiraling national current- account defi cits.

Th e crisis that led India into its transformational critical juncture was 
precipitated by the Gulf War. Th at confl ict had an especially severe impact 
on India’s economy, due to the country’s heavy energy- import dependence 
and strong reliance on the Middle East for export markets and expatriate la-
bor income. In the wake of Saddam Hussein’s August 1990 invasion of Ku-
wait, India’s oil import bill swelled, while export income and expatriate 

Fig. 3.2B: India’s economic acceleration following the 1991 critical juncture.
Source: World Bank, World Development Indicators Online,  http:// databank 
.worldbank .org / .
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remittances plummeted, and investors withdrew from India.64 Large fi scal 
defi cits, over time, had a spillover eff ect on the trade defi cit, culminating in a 
serious external payments crisis.

By the end of 1990, India was in serious economic trouble. In addition to 
the burden imposed by rising oil prices, India incurred the substantial cost of 
repatriating from Kuwait 150,000 Indians endangered by violence there, while 
also losing the remittances of $4 billion annually that the migrant workers in 
the Persian Gulf collectively provided.65 Th e country’s fi scal defi cit climbed to 
8.4 percent of GDP and the external current account to 3.5 percent of GDP, 
while infl ation nudged 13 percent (double India’s historical rate), and foreign 
exchange reserves declined to just over $1 billion.66

Th e deepening structural crisis, as in China, generated stimulus for change, 
intensifi ed by New Delhi’s deteriorating reserve position. To an even greater 
extent than in China, this stimulus came from without, in what Gourevitch 
would call a case of “second- image reversed.”67 Th e IMF applied heavy pres-
sure, in the form of a conditional loan. Diaspora Indians, wanting to see a 
more market- oriented Indian domestic economy in which they could hold a 
larger stake, also added their voices in support of reform.68

A key role, as a catalyst in concretely defi ning reform imperatives and con-
fi guring the reforms themselves, was played by Finance Minister Manmohan 
Singh. A confi rmed liberal economist, later to serve successfully for many years 
as prime minister, Singh orchestrated reforms in fi ve major areas: (1) fi scal defi -
cit reduction, (2) industrial and trade policy, (3) agricultural policy, (4) infra-
structure construction, and (5) social- sector development.69 In the aggregate, 
these reforms represented a fundamental abandonment of the traditional 
control- oriented economic framework and a decisive shift away from social-
ism, toward market reliance.70 Th e fi scal mea sures of course took pre ce dence 
amid the crisis, which was primarily fi nancial in nature, and thus an area 
where Singh could take direct action himself.

A third element of a classical critical juncture is typically intense time 
pressure on the parties involved, as previously noted. Th is pressure was 
quite severe in India’s case during late 1991, due to the virulence of the for-
eign exchange crisis. India’s pressing need for foreign exchange to fi nance 
vital imports, together with severe fi scal pressures, was used eff ectively dur-
ing the crisis by reform- oriented offi  cials like Manmohan Singh, in interac-
tion with the IMF and the World Bank, to legitimize extensive privatization, 
an end to import licensing for capital goods, and expanded opportunities for 
foreign investment. In the wake of the crisis, 100 percent foreign own ership 
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was authorized by the central government in a wide range of industries, and 
majority own ership in all except banking, insurance, telecommunications, 
and aviation.71 Th is dramatic change in foreign investment policies, synergis-
tic with the domestic reforms, played a key role in stimulating capital infl ows, 
both direct and indirect, while also energizing India’s highly creative busi-
ness diaspora.

implications for eurasian integration

As in China, India’s reforms fundamentally re oriented a static, inward- looking 
giant, and encouraged it to redeploy its resources, through market mecha-
nisms, toward competition in the broader world. Th e reforms also encouraged 
a surge of investment into India from abroad, prompting Indian private fi rms 
and government enterprises to become more effi  cient at home. Th e net result 
was a sharp acceleration of economic growth, from around 3 percent before 
the reforms transpired to more than 6 percent in their immediate aftermath, 
and to around 8 percent today.

As in China, rapid growth acceleration and rising per- capita consumption 
in one of the most populous nations on earth led Indian demand to rapidly 
outstrip the country’s modest natural resource base, putting rising price pres-
sure on international commodity markets.

Th is pattern was especially pronounced in energy, leading to an intensifi -
cation of continental interdependence, as in the case of China. India has 
traditionally maintained close economic and cultural ties with the Persian 
Gulf, predating even the days of British colonial rule, but these have further 
intensifi ed in recent years. India has also deepened its energy ties with Rus sia 
and Central Asia, as its rising affl  uence over the past two de cades has sharply 
stimulated demand for hydrocarbons. Greater stability in Af ghan i stan, cou-
pled with improved Indo- Pakistani relations, would undoubtedly enhance 
these continentalist ties still further.

The Collapse of the Soviet  Union 

(1991– 1992): Catalyst to Revived 

Eurasian Interdependence

Th e history of the Silk Road over the centuries has been replete with open-
ings and closings— the erection of mercantilist po liti cal barriers to com-
mercial intercourse and their later de mo li tion. Th e twentieth century was no 
exception. During Czarist days, up to 1917, transport across the great steppes 
and deserts in the heart of Eurasia was comparatively unencumbered. During 
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cost the Soviet military nearly 12,000 combat fatalities and provoked increas-
ingly sharp po liti cal dissent within the Soviet  Union itself by the mid- 1980s.75 
Th e Red Army fi nally withdrew in February 1989— exactly a de cade after the 
original intervention— further undermining Moscow’s credibility in interna-
tional aff airs. Th e invasion, although futile, ironically served as a pretext for 
U.S. sanctions that deprived the Soviets of valuable foreign exchange, by 
preventing construction of major energy pipelines from the USSR to the Eu-
ro pe an  Union and Japan.

In 1985 Mikhail Gorbachev became general secretary of the Communist 
Party of the Soviet  Union (CPSU), and in the same year the sharp decline in 
global energy prices began. In 1986, a serious nuclear accident occurred at 
Chernobyl, in the Soviet Ukraine, intensifying pressures for greater openness 
and social responsibility in Soviet society. Gorbachev responded with his 
glasnost (openness) and perestroika (restructuring) campaigns. Po liti cal 
 turbulence intensifi ed, ironically, after the Afghan withdrawal in early 1989, 
even though the withdrawal extinguished what had been a signifi cant cause 
of previous dissatisfaction. In November 1989, the Berlin Wall went down, 
without a decisive Soviet response, deepening a sense— both in the Soviet satel-
lites and within the USSR itself— that fundamental change was coming. In 
January 1990, however, countering rising discontent, the Red Army suppressed 
a major uprising in Baku, Azerbaijan, in which over 130 people  were killed. 
Change was not coming easily.

Only a month later, continuing the liberalization trend even amid deep-
ening discontent, the CPSU Central Committee decided to abandon its 
po liti cal power monopoly. Th is paved the way for competitive elections in 
all fi fteen Soviet republics. A month later, Lithuania, one of the most res-
tive republics of the USSR, declared in de pen dence, intensifying centrifugal 
pressures. Soon thereafter, the Red Army concluded a series of agreements 
to withdraw from former satellites in Eastern Eu rope, as Gorbachev moved 
to focus eff orts on stabilizing the long- standing core of the Soviet  Union 
itself.

In March 1991, a New  Union Treaty, supported by Gorbachev and incor-
porating eff orts to restructure the Soviet  Union by decentralization so as 
to save it, was ratifi ed in a national referendum by 76 percent of the vote. Only 
Georgia, Chechnya, and the Baltic states boycotted the event. In June, how-
ever, this new structure was gravely challenged by the election of Boris Yelt-
sin as president of the Rus sian Soviet Federative Socialist Republic, 
 comfortably defeating Gorbachev’s handpicked candidate Nikolai Ryzhkov. 





Six Critical Junctures and Eurasia’s Transformation 77

sian Federation, offi  cials also pursued policies supportive of foreign investment 
and expanded international trade. Most  were not as fundamentalist as Gaidar 
and his neoliberal associates in Moscow at pursuing price reforms, but their 
general attitude toward expanded international transactions was positive.

In the more advanced western regions of the former USSR, the primary 
impact of the USSR’s collapse and the sudden new market orientation was to 
deepen integration with Central and Western Eu rope, especially Germany. In 
Central Asia and the Rus sian Far East, however, market forces naturally ex-
erted a stronger pull toward Asia than elsewhere in the former USSR, espe-
cially as Asian growth accelerated over the 1990s and beyond. China, India, 
Iran, Turkey, Japan, and Korea all deepened ties with the component parts of 
the former Soviet  Union substantially as a result of the Soviet collapse, sup-
porting a revival of classic Silk Road relationships. Th is time the new Eurasian 
continentalist interdependence was emphatically driven by energy demand 
(centering on China and India), and by energy supply from the former Soviet 
 Union, although it had broader political- economic dimensions.

Most important, the collapse of the Soviet  Union led to unpre ce dented new 
ties between the PRC and Central Asia. Between 1990 and 1992, just as the 
USSR was collapsing, trade between Kazakhstan and China  rose  tenfold.78 
As indicated in Table 3.1, and elaborated in Table 7.1, Central Asian trade 
with both China and Turkey also intensifi ed for years following the collapse 
of the Soviet  Union, sharply outpacing the still substantial trade with Rus sia 
and gradually re orienting the region in new directions. Indeed, by 2010, the 
volume of PRC trade with both Kazakhstan and Turkmenistan was signfi -
ciantly greater than the trade of those two former Soviet republics with Mos-
cow itself, with the Central Asian states exchanging rapidly growing amounts 
of oil and gas for Chinese manufactures. Similarly, Turkey’s trade with Azer-
baijan also exceeded formerly Soviet Azerbaijan’s trade with Rus sia.

Shortly after the Soviet collapse, an annual Urumqi Trade Fair was initi-
ated in the PRC, with heavy Central Asian participation, while a Special 
Economic Zone was established in Xinjiang’s Ili Valley, near the Kazakh fron-
tier, to encourage cross- border exchange.79 In October 1993, Kazakh President 
Nazerbayev went to Beijing, and just six months later, in April 1994, Chinese 
Premier Li Peng made a return visit to Almaty, Kazakhstan’s capital. Th at 
visit came on the heels of a March 1994 boundary agreement between the 
two countries, to discuss concrete progress on cross- border infrastructure.80

Ultimately this high- level Eurasian diplomacy led to transcontinental rail-
roads and pipelines that by 2010 conveyed 200,000 barrels of Kazakh oil 



Six Critical Junctures and Eurasia’s Transformation78

 exports daily, as well as 10 billion cubic meters annually of Turkmen gas, from 
deep in Central Asia 7,000 kilometers across China to Shanghai. In 2010 
China also began sharply expanding both cargo and passenger facilities at 
Urumqi International Airport, as well as the nearby Special Economic Zone, 
in an eff ort to expand airborne trade with Rus sia and the neighboring Is-
lamic world as well, in cooperation with both Turkish and Ira ni an interests, 
as will be recounted later in more detail.81

Th e Soviet collapse also led rapidly to new ties between Central Asia and 
large Islamic neighbors— especially Turkey and Iran— to the south and south-
west. In February 1992, less than two months after the dissolution of the So-
viet  Union, the Economic Cooperation Or ga ni za tion, originally composed of 
Turkey, Iran, and Pakistan, convened at Tehran, with Ira ni an President Raf-
sanjani inviting all the newly in de pen dent Central Asian states to join. Two 
months later, Turkish Prime Minister Demirel undertook an extensive state 
visit across Central Asia, celebrating the solidarity of the 200 million Turkic 

Table 3.1. Expanding Central Asian Trade with Rus sia, China, 
and Turkey (1990– 2010)

Trade with Rus sia (millions of dollars)

1990 2000 2010 2010/2000

Rus sia / Azerbaijan 288.5** 270.69 2,212.82 8.2
Rus sia / Kazakhstan 3,658** 4,443.45 16,138.43 3.6
Rus sia / Uzbekistan 1,685.3**** 936.67 3,226.21 3.4

Trade with China (millions of dollars)

1990 2000 2010 2010/2000

PRC / Azerbaijan 1.49** 6.168 930.58 150.9
PRC / Uzbekistan 52.165** 51.47 2,477.3 48.1
PRC / Kazakhstan 363.364** 1,556.91 20,313.6 13.0

Trade with Turkey (millions of dollars)

1990 2000 2010 2010/2000

Turkey / Azerbaijan 123.213*** 325.9 2,415.6 7.4
Turkey / Kazakhstan 130.85*** 465.1 3,289.9 7.1
Turkey / Uzbekistan 245.531*** 168.4 1,144.0 6.8

Source: International Monetary Fund. Direction of Trade Statistics, annual.
Notes: * Figure is for 1991, due to data availability. ** Figure is for 1992, due to data availability. 
*** Figure is 1993, due to data availability. **** Figure is 1994, due to data availability.
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people of the region, including Turkey’s own 57 million.82 Demirel also inau-
gurated a series of joint annual summits with Central Asia that continued for 
half a de cade and established important new po liti cal and business networks 
transcending Cold War boundaries, which fostered the substantial trade 
depicted in Table 3.1. For its part, Iran, resisting pressure from the United 
States, concluded a $20 billion, twenty- fi ve- year gas deal with Turkey in 
1997, opening a major gas pipeline northward to Turkmenistan, in the same 
year.83

Japan and South Korea  were likewise able to broaden and deepen their ties 
with the former Soviet  Union— both Rus sia proper and the neighboring 
states known as the near abroad— due to the USSR’s sudden collapse. Japan, 
in par tic u lar, invested heavily in Sakhalin energy, taking major positions in 
the Sakhalin I and Sakhalin II natural gas deals of the early 1990s. Both 
countries also invested in Central Asia, with the Korean commercial position 
strengthened by strong ethnic ties with both Kazakhstan and Uzbekistan, 
ironically due to Stalin’s deportation of Korean koryo saram, originally living 
along the Pacifi c coast, to Central Asia during the 1930s. Japan and Korea 
both established deep energy ties with Central Asia in uranium, even though 
vast continental distances from their homelands inhibited the sort of explo-
sive pipeline- based hydrocarbon trade that emerged between Central Asia 
and China after the 2008 global fi nancial crisis.

India, curiously, was the one major Asian nation that did not initially ben-
efi t much from the breakup of the Soviet  Union, despite its proximity to 
Central Asia and its established relationships with the region. As indicated in 
Table 7.1, its commercial ties with Central Asian states like Kazakhstan grew 
only modestly, compared to the explosive growth that the Chinese experi-
enced. New Delhi had enjoyed an intense and profi table relationship with 
the Soviets since the mid- 1960s, but that was disrupted by the collapse of the 
U.S.S.R. India is geo graph i cally close to Central Asia, but highly volatile Is-
lamic nations of the region, including Pakistan and Af ghan i stan, stand in 
between. Furthermore, in the early 1990s, when the Soviet  Union collapsed, 
India’s remarkable subsequent growth track was not yet established.

Th e economic logic of consequential Indian relationships with energy- rich 
Central Asia is substantial, however, and will likely manifest itself in coming 
years, if po liti cal relationships in the turbulent region stabilize.84 Indian en-
ergy ties with the Rus sian Far East have also deepened. India’s Oil and Natu-
ral Gas Corporation has been involved in the Sakhalin I project and in 2008 
acquired British interests in Rus sia’s rich west Siberian oil fi elds.85
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Central Asia also, of course, began to forge consequential new connections 
to the West, fueled by the collapse of the USSR. Most important, in the fi rst 
instance, was foreign investment— especially that directed toward the Tengiz 
oil fi elds in Kazakhstan, which began production in 1993, and the Kashagan 
off shore fi elds at the northern end of the Caspian Sea, where production is 
expected later this de cade.86 American capital was central in both cases. Th ere 
was also the Baku- Tbilisi- Ceyhan pipeline, from the Caspian to the Mediter-
ranean, which opened in 2005.

Although Western fi rms are substantial investors in Central Asia, and to a 
lesser degree in the Rus sian Far East as well, the ultimate market for former 
Soviet energy, and the low- cost supplier of most manufactures required in 
the Asian regions of the former Soviet  Union, is ultimately Asia itself. With 
East Asia growing, and needing more energy, extending eco nom ical ly west-
ward across the continent, that relationship might naturally be expected to 
deepen on market grounds. Th e collapse of the Soviet  Union, Central Asian 
openness to foreign investment, and subsequent Yeltsin laissez- faire policies 
within Rus sia itself in the early post- Soviet days, all galvanized the realiza-
tion of underlying complementarities, bringing continental Eurasia together 
in unpre ce dented new ways transcending Soviet- era ties, and beginning to 
revive the classic Silk Road.

The Ira ni an Revolution (1979): An Islamist 

State Estranged from Washington Emerges

Iran looms large, both over the past of Eurasian energy geopolitics and also 
prospectively over its future. With more than 77 million people, whose me-
dian age is twenty- seven, it is the most populous nation of the Persian Gulf 
area, and likely to continue in that role.87 Also the second largest nation of 
the region geo graph i cally with an area of over 636,000 square miles, making 
it just slightly smaller than Mexico, Iran occupies the northern shores of the 
Persian Gulf, dominating the Strait of Hormuz, through which more than 
half of the oil fl owing in international trade passes every day.88 Iran also oc-
cupies the southern shores of the Caspian, thus dominating the geostrategi-
cally important Land of the Two Seas, discussed in Chapter 2.

Distinctively, among nations of the Islamic world, Iran is 89 percent Shiite 
Muslim and only 9 percent Sunni. Although Sunnis are generally in the ma-
jority across the Islamic world, Shiites are both numerous and dominant in 
Iran. Th e only major country where a comparable situation prevails is neigh-
boring Iraq, which is 60 percent Shiite and around 32 percent Sunni. Shiites 
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are, however, spread broadly throughout the Middle East, as well as South 
and Central Asia, as indicated in Figure 3.3— often in minority status.89 Given 
their deep traditional sense of victimization, dating from a persecuted heri-
tage during the early days of their religion,90 the Shiites are a volatile element 
in the domestic politics of many Silk Road nations, especially following what 
they perceive as liberating po liti cal upheavals in their traditional homelands 
of Iran and Iraq.

In the world of energy, Iran is a potential superpower, distinguishing itself 
as the one nation that is already a major producer of both oil and gas yet also 
has the ability to readily expand production in the future. In oil Iran ranks as 
the number six producer and number eight exporter in the world, yet stands 
even higher— at number three— in reserves, after just Saudi Arabia and Ven-
ezuela. In natural gas, Iran ranks number fi ve in production but number two 
in reserves, after only Rus sia.

Today, Iran fi nds itself entwined with Asia, especially China, in a steadily 
deepening embrace. Forty- fi ve percent of its exports— of which 80 percent 

Figure 3.3: Th e broad distribution of Shiite Muslims across the Silk Road nations.
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are hydrocarbons— fl ow to the four major economies of Asia: China (15.2 per-
cent), Japan (14.2 percent), India (9.2 percent), and South Korea (6.4 percent). 
Th ese are also, in that order, Iran’s four largest global markets. On the import 
side the West looms somewhat larger, but four of Iran’s fi ve largest suppliers 
(UAE, China, South Korea, and Rus sia) are also Asian or Eurasian states.91 
Iran’s trade with the PRC alone totals around $30 billion annually, and is re-
cently growing nearly 40 percent a year.92 A de cade ago, that Iran- PRC trade 
was dwarfed by Iran’s dealings with China’s Japa nese and South Korean 
neighbors, who imported substantial Ira ni an oil, and repaid in manufac-
tures. Yet by 2010 Chinese trade with Iran was over double Japan’s and nearly 
three times Korea’s trade, as suggested in Table 7.1, illustrating the powerful 
momentum of China- centric, energy- driven Eurasian continentalism.

before critical juncture: iran as pro- american stalwart

Th is intimate, and deepening, Ira ni an orientation toward Asia has a power-
ful rationality today, at once economic and geopo liti cal. Yet it was not always 
so. Th is Asianist orientation intensifi ed sharply, as we shall see, in the wake of 
a critical juncture: the 1979 Ira ni an Revolution. Th at fateful development 
both estranged Iran from its previous deep moorings in the U.S.- dominated 
Western capitalist po liti cal economy and also opened it to the prospect of 
deeper ties to the East. Th ose ties, driven by both energy demand and geo-
politics, began deepening over the 1980s, and have escalated remarkably since 
the mid- 1990s, as China has become a major energy importer, and world en-
ergy prices have sharply risen.

To understand how the Ira ni an Revolution helped open a fateful new 
avenue for the global po liti cal economy— a new Eurasian continentalism, 
with China as the linchpin— it is important to grasp both how deeply Iran 
was moored in the U.S.- centric international system under Shah Reza Pahla-
vi’s regime, and the complex resentments which that incorporation generated 
within Iran itself. During the early twentieth century, Britain had held the 
preeminent international role in Iran, bolstered by the economic strength 
and interests of the Anglo- Iranian Oil Company (AIOC), renamed British 
Petroleum (BP) in 1954.93 After AIOC interests  were nationalized in 1951, 
however, the United States, through CIA- inspired Operation Ajax, restored 
the shah to power in 1953 and became Iran’s principal international partner.94

From the shah’s return to power until the revolution of 1979, U.S. infl u-
ence in Tehran was omnipresent. From 1954, American interests held 40 
percent equity interest in the oil consortium that ran Ira ni an oil fi elds— 
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the same share as BP. In 1955, Iran joined the U.S.- sponsored Baghdad Pact 
regional defense or ga ni za tion. Th e CIA, together with Israel’s Mossad, 
trained, equipped, and advised the shah’s domestic security ser vice, known 
from 1957 as SAVAK. Meanwhile, as the shah became the chief proxy defender 
of American interests in the Persian Gulf, the United States provided military 
advisors, who  were granted controversial diplomatic immunity in 1964. Wash-
ington also supplied substantial military aid and support for expansion of 
the domestic defense industry, which by the 1970s employed more than 
10,000 Americans around Isfahan alone.95 By the time of the revolution, 
over 50,000 Americans in total  were living in Iran— a fi vefold increase 
within a de cade.96

Th is broad and rapidly expanding American presence in Iran, much of it 
in explicit support of the shah, not surprisingly provoked a nationalist back-
lash within Iran itself, particularly as that presence coincided with major so-
cioeconomic change and increasingly authoritarian policies on the part of the 
shah’s government. Iran’s population was growing rapidly— nearly doubling, 
from 19.3 million in 1950 to 33.7 million in 1975. By 1975, two- thirds of the 
population was under thirty.97 Per capita income for the nation as a  whole 
soared ten-fold in little more than a decade— from $200 per person in 1963 to 
$2,000 by the outbreak of revolution in 1979. Iran was taking in $20 billion a 
year in oil revenue after 1973. Yet youth unemployment stood stubbornly in 
double digits; the incongruity naturally stoked slowly smouldering dissent.

During the early post– World War II years, the United States had been 
relatively pop u lar in Iran, having helped force Soviet withdrawal from the 
country’s northwestern regions during the Azeri crisis of 1946. America’s 
troubles with the Ira ni an public began with Washington’s hand in deposing 
the pop u lar nationalist Mossadegh government, which had nationalized 
AIOC in 1953.98 Th e 1953 CIA- orchestrated coup against Mossadegh, which 
brought young Shah Reza Pahlavi back to power, alienated many Ira ni ans 
from the young, inexperienced monarch. It also provoked a vicious cycle of 
repression, as well as perverse, deepening rentier dependence on foreigners 
and petrostate largesse that laid the basis for the revolution of 1979.

Resentment of the shah and the United States was focused and amplifi ed 
by a variety of Islamist and Marxist intellectuals. Increasingly prominent 
among them, from the early 1960s, was the fi ery cleric Ruhollah Khomeini 
of Qom. In January 1963, the still little- known Khomeini issued a strongly 
worded declaration denouncing the shah and his plans for a “white revolu-
tion,” involving women’s suff rage and other reforms. Khomeini also accused 
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the shah variously of violating the constitution, abetting moral corruption, 
and being submissive to America and Israel. In late 1964, now more po liti-
cally visible, Khomeini again denounced “capitulations” to the United States, 
in the form of diplomatic immunity to American military personnel. He was 
immediately arrested and deported— not to return to his country for four-
teen long years, albeit ultimately in triumph.

the coming of critical juncture

Th e critical juncture of the Ira ni an Revolution itself was not provoked by 
the classical factors that precipitated revolution in France, Rus sia, and China, 
such as defeat in war, fi nancial crisis, peasant revolution, or military disaf-
fection.99 Th e stimulus for change came from a very diff erent direction— 
the discontent of the mosques, the bazaars, and the lower middle class. Th ey 
recoiled at the Westernization, infl ation, in e qual ity, and repression precipi-
tated by the massive infl ux of petrodollars after the world price of oil was 
quadrupled— ironically, at the shah’s own behest— in late 1973. “Steadily in-
creasing prosperity,” as de Tocqueville observed in another context, “far from 
tranquilizing the population, everywhere promoted a spirit of unrest.”100 No 
adequate conservative institutions existed in Iran to contain an explosion of 
rising expectations. And the deepening rentier petrostate character of the 
Ira ni an po liti cal economy allowed the shah’s regime the short- term luxury of 
ignoring, repressing, or compensating the explosive new social forces that 
 were steadily, if quietly, building within his empire.

Th e immediate catalyst for revolution was provided by character attacks by 
the shah’s minister of information on Ayatollah Khomeini, who by the late 
1970s had become a powerful expatriate moral force in the bazaars. Th ese at-
tacks provoked large demonstrations and a brutal police response at the holy 
city of Qom, early in 1978. A growing cascade of protests, many in the form 
of traditional Shiite fortieth- day memorials to the deaths of previous dem-
onstrators, was accompanied in October 1978 by a crippling series of strikes 
in the bazaars, universities, newspapers, railways, government ministries, and 
ultimately the indispensable oil industry. In the face of spiraling economic 
and social chaos, longtime opposition politician Shapour Bakhtiar was named 
prime minister in late December as a last resort, with the shah and Empress 
Farah themselves leaving Iran within a month, ostensibly for medical treat-
ment. Two weeks after their departure, Khomeini himself returned in tri-
umph from Pa ri sian exile, with 5 million people lining the streets of Tehran 
to witness his homecoming.
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Th e hostage crisis also inspired major geopo liti cal changes that intensifi ed 
long- run continentalist tendencies in Eurasian geopolitics, even as they in-
spired deeper short- run American political- military involvement. Th e hostage 
crisis made it easier for the Soviet  Union to move into Af ghan i stan (February 
1979). Th at in turn encouraged the United States to enunciate the Carter 
Doctrine of national commitment to engagement with the Persian Gulf 
(January 1980), inaugurating three de cades and more of deepened involve-
ment.102 Th e revolution also tempted Iraq’s Saddam Hussein to capitalize on 
Tehran’s estrangement from the United States to launch a massive invasion of 
Iran (September 1980).

iran’s deepening continentalist cast

Saddam’s invasion accelerated the re orientation of revolutionary Iran away 
from its traditional American moorings toward a Eurasian continentalist stance 
in international aff airs, which had already begun. Much of Iran’s weaponry 
remained American, as Khomeini had inherited the shah’s vast armory, and 
Tehran went initially to countries with major American- made arsenals, such 
as Vietnam, for resupply. Yet Tehran also began urgently equipping its forces 
with non- U.S. weapons.103 Access to Western Eu ro pe an weapons was limited 
by Eu rope’s distrust of Tehran’s new revolutionary objectives. Access to So-
viet munitions was also constrained by Moscow’s alliance with Iraq, by the 
Soviet invasion of Af ghan i stan, and by Khomeini’s own deep- seated distrust 
of communism. Th at situation left China, among major arms producers, as a 
key alternative.

China, itself just emerging as an active international economic power 
 under Deng Xiaoping, and also intent on military modernization, saw the 
opportunity and took it, even though it had been a warm backer of the shah’s 
regime up to its fi nal days.104 During the 1980– 1988 Iran- Iraq war, the PRC 
became Iran’s most important foreign supplier of munitions and munitions- 
producing capital goods, with North Korea often as a con ve nient inter-
mediary, to allow Beijing to avoid unduly off ending the United States. In 
1982 China and North Korea together supplied 40 percent of Iran’s entire im-
ported arms arsenal. By 1987 this substantial share had grown even further, to 
70 percent, helping to provide the basis for broader political- economic ties 
with Northeast Asia’s communists that  were to follow war’s end.105

Th e Iran- Iraq War, itself precipitated by the Ira ni an Revolution, also inten-
sifi ed Tehran’s estrangement from Washington, even as Tehran grew closer to 
China, and ultimately to Rus sia as well. Starting in 1982, refl ecting Ira ni an 
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successes on the battlefi eld and a desire to off set those military gains for the 
sake of Middle East equilibrium, the United States increased its backing for 
Sunni-led Iraq in its bitter struggle with Khomeini’s Shiite Iran. Washington 
normalized relations with Saddam’s regime, supplying it with economic aid, 
counterinsurgency training, operational battlefi eld intelligence, and ultimately 
weapons. In this connection Donald Rumsfeld visited Baghdad twice, in 
December 1983 and March 1984, as a special emissary of President Ronald 
Reagan. In all, the Reagan and Bush administrations approved at least eighty 
direct export shipments to the Iraqi military by 1990, including computers, 
communications equipment, aircraft navigation, and radar equipment.106 
Needless to say, this systematic American backing for the Iraqis incurred deep 
Ira ni an ire, even if it was off set, to some extent, by sub- rosa support from the 
Reagan administration under the Iran Contra program.

Th e estrangement between Washington and Tehran was further intensi-
fi ed, and institutionalized, by the protracted “Tanker War” during the later 
stages of the Iran- Iraq confl ict. In 1984 Iraq began attacking Ira ni an tankers 
and the vast oil terminal at Kharg Island, while Iran struck back by attacking 
tankers carry ing Iraqi oil from Kuwait, and then ultimately any tanker of the 
Persian Gulf nations supporting Iraq. In November 1986, Kuwait formally 
petitioned foreign powers to protect its shipping, with the USSR agreeing to 
charter tankers, and the U.S. Navy off ering protection for tankers fl ying the 
U.S. fl ag in March 1987, thus defying the Ira ni an blockade. In April 1988, 
the frigate USS Samuel B. Roberts was badly damaged by an Ira ni an mine, 
in response to which the United States pursued naval operations in which 
two Ira ni an ships  were destroyed and an American he li cop ter was shot down, 
killing the two pi lots. In July 1988, on the other side, the cruiser USS Vin-
cennes shot down an Iran Air civilian airliner, mistaking it for an Ira ni an F-14 
Tomcat, with a loss of 290 civilian passengers and crew.

implications for eurasia’s future

Th e Ira ni an Revolution was an epic event, well described for scholars and 
journalists in its domestic context, whose broader implications for Eurasia’s fu-
ture and for that of the international system often go remarkably unexplored. 
Th is populist Islamic uprising unhinged the most populous nation of the Per-
sian Gulf, with an unparalleled geopo liti cal location at the head of the Gulf 
and the base of the Caspian Sea, from a U.S.- centric regional security system 
in which it had previously been (1971– 1979) the principal proxy for the 
United States itself. Khomeini’s sudden triumph in Tehran provoked  intense 
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geopo liti cal jockeying by Moscow and Baghdad to capitalize on the new 
Southwest Asian power vacuum created by the unexpected demise of the 
shah. Th e revolution unleashed deep new Islamic fundamentalist aspirations, 
transnational in nature, that became an important feature of Eurasian poli-
tics in succeeding years.

Th e shock waves radiating out from Khomeini’s triumph  were felt with 
par tic u lar force across the Persian Gulf in Saudi Arabia, for both ideological 
and domestic po liti cal reasons. Th e Ira ni an Revolution— at once fundamen-
talist and Shiite— challenged Sunni Saudi Arabia’s tacit claim to spiritual 
guardianship of the holy Islamic sites of Mecca and Medina, and of the Islamic 
world, with par tic u lar force, because it came from the right. Th is was espe-
cially disconcerting to the Saudis, because since the Wahhabi revival nearly 
250 years previously Saudi Wahhabism had considered itself to be the ulti-
mate in pristine Islamic puritanism.107

Th e intensity of Khomeini’s direct attacks on the Saudis compounded 
Riyadh’s anger and the impact within Saudi Arabia itself. Stressing Islam’s 
general antipathy to monarchy, just as the shah’s regime was collapsing in 
Iran, Khomeini harshly challenged the  House of Saud, calling it an Ameri-
can satellite and condemning its conservative Wahhabi sect, improbably, as 
“American Islam.”108 Not surprisingly, this incendiary taunt encouraged the 
Saudis to demonstrate religious purity by supporting Islamic fundamentalist 
movements, including Sunni jihadists, in Af ghan i stan and elsewhere.

Th ese impulses to seek legitimacy through more militant fundamentalism 
 were intensifi ed by the domestic unrest that Khomeini’s vitriol provoked 
within Saudi Arabia itself, as well as elsewhere in the Gulf.109 After the fun-
damentalist seizure of the Grand Mosque of Mecca on November 20, 1979, 
12,000 Saudi National Guard troops  were deployed to surround the oil fi elds 
in the country’s Eastern Province, home to nearly 350,000 Shia. Defying gov-
ernment prohibitions, the Shia of Qatif, in the Eastern Province, decided to 
or ga nize their religious ceremony of Ashura on November 27, many carry ing 
portraits of Ayatollah Khomeini. Clashing with the Guard, demonstrators ri-
oted, attacking army barracks, setting fi re to industrial plants, and torching 
banks, in violence that boiled on for three full days.110 Th e combination of 
the Grand Mosque occupation and the al- Qatif riots led both to major ex-
pansion of Saudi security forces and to Riyadh’s increased backing for funda-
mentalist groups across the region.

Iran’s revolution thus helped create new communal and religious uncer-
tainties and tensions within continental Eurasia that continue to shape it 
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today— all along the Silk Road, from the Persian Gulf, across Central Asia 
and Af ghan i stan, to Xinjiang and even eastward as well. In par tic u lar, Kho-
meini’s revolution inspired the Islamic fundamentalist movement, soon fu-
eled further by reactive Saudi and American backing in Af ghan i stan. Yet the 
revolution also opened the way to new patterns of trans- Eurasian interdepen-
dence, which tended to have an anti- American cast, due to Teheran’s es-
trangement from Washington. Th e Iran- Iraq War, fl owing directly from the 
revolution’s naive early nativist fervor, which left the country so painfully 
exposed, forced Iran to seek out China and North Korea during the 1980s as 
major arms suppliers. Th e revolution also opened Iran to powerful comple-
mentarities of energy interests with nations to the east, born of high- speed 
East and South Asian growth, that are still deepening, and hold potential for 
transforming the world in coming years.

The Rise of Putin (1999– 2008): Emergence 

of a Proactive Rus sian Petrostate

One key dimension of Eurasian energy geopolitics, as we have just seen, is 
the rising yet increasingly discordant role of Iran, radically transformed by 
the critical juncture of the Ira ni an Revolution. Another central element, pro-
foundly shaped by recent po liti cal history, is the increasingly strategic role of 
Rus sia. Th is was confi gured fatefully by another critical juncture: the sudden 
rise of Vladimir Putin to the presidency of Rus sia in 1999, and his sure- footed 
conduct in the turbulent political- economic circumstances that followed, 
establishing energy as a central tool of Rus sian post– Cold War diplomacy. 
Putin, of course, continued as Prime Minister from 2008– 2012, before run-
ning for President once again.

Although his family had some minor historic association with founding 
leaders of the Soviet  Union, Putin himself  rose from humble origins.111 His 
mother was a factory worker, and his father a conscript in the Soviet Navy. 
After a career in the KGB, with extended ser vice in Germany, he reconnected 
with Anatoly Sobchak, mayor of St. Petersburg and his former instructor at 
Leningrad State University, as the Soviet  Union collapsed, and garnered a 
post as Mayor Sobchak’s advisor on international aff airs. In 1996 Putin 
moved to the Kremlin, and from then on his rise was rapid. In March 1997, 
President Boris Yeltsin named Putin deputy chief of the presidential staff . In 
1998 he became head of the Federal Security Ser vice and in August 1999, act-
ing prime minister.
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substantial capital fl ight to other countries. In 1999, for example, China re-
ceived $43 billion in direct foreign investment, and Poland $8 billion, while 
Russia— massively larger than Poland— received only $2– 3 billion. Over 
the entire period of Yeltsin’s presidency (1992– 1999), China received $350 
billion of inbound foreign investment, compared to a meager $11.7 billion 
for Rus sia.

Th is investment diff erential testifi ed to Rus sia’s uncompetitive interna-
tional economic position. Th at in turn inhibited capital fl ows and made Rus-
sia a high- risk destination for future foreign investment. Th e near- absence of 
domestically funded projects further compounded the confusion, creating a 
situation where affl  uent Rus sians invested their funds abroad, largely in con-
nivance with government offi  cials at various levels. Meanwhile, poorer Rus-
sians  were reduced to working in stagnant sectors where government control 
and subsidies remained high.114

Long before taking offi  ce, Putin had a clear recipe for Rus sian economic 
management and geopo liti cal success, in which both authoritarian capital-
ism and energy as a strategic policy tool loomed large. Many of the details 
 were foreshadowed in his 1999 candidate of science dissertation at St. Peters-
burg’s State Mining Institute.115 Although quite possibly authored in sub-
stantial mea sure by others, Putin’s thesis succinctly outlined key elements of 
what later emerged as his economic strategy in power, including the follow-
ing major elements:

1.  Rus sia’s natural resource base would not only secure the country’s eco-
nomic development but also serve to guarantee the country’s international 
position.

2.  State planning needed to be at the heart of Rus sia’s resource management.
3.  Rus sia needed a number of state- dominated, vertically integrated fi nancial 

and industrial corporations in the energy area (such as Gazprom ultimately 
became).

4.  Rus sia should not cede full control of resource ventures to foreign invest-
ment, but should nevertheless harness foreign technology and other exper-
tise, on terms favorable to Rus sia.

5.  Th e state had the right and responsibility to regulate the pro cess of acquisi-
tion and use of natural resources.

6.  Foreign control of strategic resource projects, ceded in the years immedi-
ately following the collapse of the Soviet  Union, was a costly mistake that 
needed to be corrected.
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putin intensifies the government role and forges strategic 
energy policies (2000– 2009)

Responding to the political- economic crisis created by the collapse of the So-
viet  Union and Boris Yeltsin’s in eff ec tive eff orts to cope with it, Putin moved 
to implement his strategy and to use Rus sia’s underlying energy resources as 
a tool for national political- economic revival. In doing so, he began trans-
forming his country into perhaps the most self- consciously strategic petro-
state on earth— one bent on using the country’s im mense energy resources as 
a tool for recovering the international infl uence that Moscow had lost with 
the collapse of the Soviet  Union.116 Given the rapidly rising energy demand 
of Asia, fueled by Chinese and Indian growth, Putin’s emergence, with such 
an explicitly energy- oriented strategy, profoundly transformed Eurasian en-
ergy geopolitics.

Putin, amid the critical juncture provoked by Rus sian domestic political- 
economic turbulence, took four major steps to build the strategic Rus sian 
petrostate. First, he reined in the private- sector oligarchs who had so compro-
mised presidential infl uence during the Yeltsin years. Most conspicuously, 
Putin had Mikhail Khodorkovsky, president of the powerful Yukos oil com-
pany, arrested for tax evasion. At its peak Yukos was producing 2 percent of 
the world’s oil output and had dared to conclude in de pen dent pipeline deals 
with China without consulting the Kremlin. Following Khodorkovsky’s ar-
rest, Yukos itself was systematically dismantled, ostensibly to pay tax obliga-
tions, with the component pieces acquired by rival, Kremlin- favored fi rms like 
Rosneft and Gazprom. In May 2005, Khodorkovsky was sentenced to a nine- 
year term for fraud and other off enses, which he served in a remote prison, 
eight hours from the nearest airport, near the Chinese border in Siberia.117

Second, Putin consolidated government control over existing energy fi rms. 
Apart from bankrupting Yukos, he reasserted Kremlin control over Gazprom, 
the world’s largest natural gas production and distribution fi rm, naming his 
close confi dante from Leningrad local government days, Dmitry Medvedev, as 
its president. Putin also increased the government stake in Rosneft, Rus sia’s 
largest oil fi rm, and forced foreign investors to cede control of two major joint 
ventures—TNK- BP (Siberian oil and gas development) and the huge Sakhalin 
II gas development project. Putin likewise reasserted Kremlin authority in man-
aging the national po liti cal economy as a  whole, fi rst by strengthening prosecu-
tors, intelligence agencies, tax police, and interior ministry paramilitary forces. 
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Th en, in late 2004, he arranged that regional leaders no longer be elected di-
rectly but instead appointed by him, and then endorsed by local assemblies. 
Putin also moved to subdue the media irreverence of the Yeltsin years.118

rus sia’s petrostate on the global stage

With proactive national leadership, consolidated state control of the energy 
sector, and tightening global markets, Rus sia by 2005 began to loom larger 
and larger in global energy geopolitics, with innovative transnational net-
working devices like the exclusive Valdai International Discussion Club lever-
aging its role.119 Th e fi rst targets  were the recalcitrant former Soviet nations of 
the near abroad— Ukraine and Georgia foremost among them— from whom 
Moscow summarily demanded sharp increases in natural gas prices, in the 
depth of winter in 2005– 2006. Putin also moved to renegotiate joint venture 
agreements with foreign fi rms, as noted above, and to intensify pressure on 
recalcitrant Eastern Eu rope through the ambitious North Stream agreement, 
concluded in 2005. North Stream aimed to export Rus sian gas directly under 
the Baltic Sea to Germany, bypassing Eastern Eu rope, and thus destroying its 
transit leverage.

Putin also moved to strengthen the Gas Exporting Countries Forum 
(GECF), founded in 2001, whose regular active members account for over 
70 percent of global gas reserves and over 40 percent of current production.120 
In April 2007, this group decided to set up a high- level committee, coordi-
nated by Rus sia, to research markets and discuss how gas prices should be 
determined. Th e GECF is also becoming an umbrella or ga ni za tion for re-
gional cartels and a major force inhibiting the emergence of a full- fl edged 
international market for liquefi ed natural gas, thus supporting a key Krem-
lin objective.121

putin’s petrostate and asia

Th e Rus sian petrostate of Vladimir Putin, consolidated and given clear defi ni-
tion domestically early in Putin’s tenure, grew increasingly proactive in global 
energy aff airs, especially in 2005 and thereafter. Th e initial focus of this ac-
tivism, however, was Eu rope. Key domestic population and economic centers 
 were in Eu ro pe an Rus sia, after all, complementing Moscow’s traditional 
Cold War geopo liti cal focus on NATO.

Intellectually, the cutting edge of a Rus sian re orientation away from the 
industrialized West toward new emerging powers in the East has been 
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Eurasianism— the argument that Rus sia is emphatically a nation of both 
Eu rope and Asia, destined to use its central location to enlarge infl uence with 
both.122 Th is diff use body of ideas has often been used to justify and reassert 
Rus sia’s continuing signifi cance in international aff airs, especially in territo-
ries adjacent to Rus sia itself. A formalistic version of Eurasianism can be ob-
served in the Rus sian diplomacy of Yeltsin’s foreign minister, Andrei Kozyrev, 
as early as 1992, augmented by his successor, Evgeni Primakov.123 Th e domi-
nant variant since those days, pragmatic Eurasianism, perceives Rus sia’s dual 
Eu ro pe an and Asian identity as legitimizing Rus sia’s interests in both the 
West and Asia, thereby necessitating a balanced foreign policy between the 
two vectors.124

Putin’s pragmatic Eurasianism envisages Rus sia becoming a connecting 
link between Eu rope and Asia via physical steps, such as the construction of 
railway links between the two Koreas and the Trans- Siberian Railway, to trans-
port goods to Eu rope cheaper and faster than the currently used sea route. It 
also envisions the construction of oil and gas pipelines from fi elds in Siberia 
and the Rus sian Far East to supply major energy consumers like China, Japan, 
and South Korea. Manifesting his interest in deeper engagement with Asia, 
Putin participated in the Or ga ni za tion of the Islamic Conference annual 
meeting (2003) and the fi rst East Asia Summit (2005), both held in Malaysia, 
as an observer. Since then, Rus sian diplomats have repeatedly made per sis tent 
eff orts to upgrade and deepen their nation’s involvement in Asian organiza-
tions, especially those, like the Shanghai Cooperation Organization (SCO), 
that do not include the United States.

Eco nom ical ly as well, Moscow’s ties to the East have been deepening, with 
Rus sia capitalizing on the waning of Cold War barriers to forge new energy 
ties across old ideological fault lines. A graphic case in point is Turkey, whose 
relations with the West have been complicated by both human rights diff er-
ences and controversies over immigration and Eu ro pe an  Union entry. Rus sia 
now provides 40 percent of Turkey’s oil, and also, through the ultra- deep, 
technologically advanced Blue Stream I pipeline across the Black Sea, nearly 
two- thirds of Turkey’s gas.125 Rus sia has also deepened energy relations with 
Iran, both through Gazprom’s involvement in developing Iran’s massive 
South Pars gas fi eld and by agreeing to complete the controversial Bushire 
nuclear reactor, amid increasing international sanctions related to Tehran’s 
controversial nuclear program.
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critical junctures outlined above have done, is, however, doubtful, for three 
reasons.

First of all, it is not yet clear how signifi cant a long- term trend the Arab 
Spring represents. At the very least, its original achievements are fragile.129 
Even by late 2011 the movement appeared to have lost the powerful momen-
tum it seemed to exhibit in the previous spring, due to opposition, both overt 
and sub rosa, from embedded interests. Demo cratic revolution rapidly tri-
umphed in Tunisia, and forced the resignation of Egyptian strongman Hosni 
Mubarak, but met complex and often bloody roadblocks, as well as ambiguous 
outcomes, elsewhere, including in Yemen, Bahrain, Syria, Libya, and Jordan.130 
Even in Egypt populist forces  were co- opted, attenuated, and redirected by 
the military and the oligarchy.131

Secondly, the Arab Spring has had surprisingly little impact on the pro-
duction and export decisions of OPEC producer nations, partly because the 
unrest involved occurred almost uniformly in non- oil producing nations. 
Protracted confl ict in Libya, the one major OPEC producer aff ected substan-
tially by the chain of uprisings, reduced oil production volume there, until 
well after the death of Moammar Qaddaffi   in October, 2011, while populist 
pressures and sabotage reduced natural- gas fl ows from Egypt to Israel. Yet 
otherwise the energy implications have been, and are likely to continue to be, 
distinctly limited. Th ere  were, to be sure, some minor echo eff ects in Saudi 
Arabia’s oil- producing Eastern province. Yet unrest there was limited largely 
to the Shia population (a distinct minority in the Saudi kingdom), immedi-
ately repressed, and failed to have broader resonance among the majority 
Sunni.132 Further, they stimulated large- scale Saudi stabilization policies, with 
both political- economic and military dimensions, that further blunted short- 
term prospects of instability in the Persian Gulf oil- producing nations.133

Th irdly, the Arab Spring does little to disrupt the geopo liti cal logic of 
deepening Eurasian continental energy interdependence, already established 
by the six critical junctures outlined above. China and India are continuing 
to grow rapidly, and need energy. Markets are encouraging producers in 
the near- by Persian Gulf, Rus sia, and Central Asia, to supply it. Since many 
producers are close geo graph i cally to suppliers, with po liti cal barriers between 
neighbors reduced through collapse of the Soviet  Union, the logic of trans- 
continental energy ties is deepening, little infl uenced by the Arab Spring, whose 
concrete political- economic impact has been concentrated in North Africa. 
Th ose continentalist energy ties, mainly between China and various parts of 
the former USSR, continue to have a soft- authoritarian cast. If anything, the 
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Th ese petrostates, it is argued, develop foreign policies of two varieties, de-
pending on their populations and the related socio- military demands of those 
populations: (1) stabilizing, swing- producer policies, when the petrostates in 
question have small populations and large resources, such as in the nations of 
the GCC; and (2) destabilizing, eccentric, rent- maximizing policies when the 
petrostates have large populations and substantial bud getary requirements, as 
in the cases of Rus sia and Iran. In these latter countries, internationally dis-
ruptive behavior can actually work in the fi nancial interest of the petrostate 
that foments it, by provoking fears of supply disruption that ratchet market 
energy prices upward.

A fi nal concern of this chapter will be the orientation of key petrostates 
regarding the structure of the international po liti cal economy as a  whole, 
given growing petrostate export dependence on Asia. It will be suggested that, 
as energy- export dependence grows in the petrostates, and energy dependence 
on Asia in par tic u lar rises, petrostate producers will fi nd themselves increas-
ingly in de pen dent of the cosmopolitan strictures of a “world of liberty and law” 
heretofore imposed from outside by Anglo- American hegemonic powers but 
lacking a strong, embedded domestic foundation in these energy- producing 
nations.7 What new sort of norms and procedural rules may evolve out of their 
deepened petrostate interaction with increasingly Asian consumers, most im-
portantly China, that are themselves at best fragile adherents to these liberal 
notions will be a key point of conjecture fl owing from this chapter, to be fur-
ther considered in the succeeding comparative chapter on major energy- 
consumer nations.

HEAVY ENERGY- EXPORT DEPENDENCE 

OF THE EURASIAN PETROSTATES

To understand the central role that the major Eurasian energy producers play 
in their nations’ broader political- economic relationship with the consumers 
of Asia, as well as the incentives that producers carry into that deepening 
transcontinental relationship, it is important to appreciate fi rst the high, and 
generally rising, dependence of Eurasian petrostates on energy exports. As indi-
cated in Table 5.1, each of the major Eurasian producers relies on oil and gas for 
at least two- thirds of its total national exports. Comparable ratios for the two 
major Or ga ni za tion for Economic Cooperation and Development (OECD) 
energy exporters, Britain and the Netherlands, are only around 14 and 17 
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percent respectively. Th ey thus cannot qualify as petrostates, in the narrow 
sense of the term.

Trends over time in oil and gas export dependence are also important. Ka-
zakhstan has clearly experienced an unusually rapid rise in energy export de-
pendence, due to expanding production in the relatively new Tengiz and 
Kasharaganak fi elds. Yet reliance on energy exports has risen signifi cantly since 
the mid- 1990s in all the major Eurasian producing nations except Iran. Only 
international sanctions appear to have recently inhibited this general tendency 
toward increasing oil and gas export reliance, which also prevailed even in Iran 
until after 2000.8 Dependence on oil and gas exports also increased in the ma-
jor OECD exporting nations— Britain and the Netherlands— but from a 
much lower level of initial energy- export reliance than in the petrostates.

OIL AND GAS PRODUCERS: COMPARATIVE 

PERSPECTIVES ON EURASIAN ENERGY 

INTERDEPENDENCE

Th e major oil and gas producers of the world share a heavy common, and 
generally rising, dependence on energy exports— a pattern that is unusual 

Table 5.1. Heavy and Rising Reliance of Major Eurasian Producers on Oil and Gas 
Exports

Fuel/Total Exports (percent)

1995 2000 2008 1995–2008

Eurasian Producer
Kazakhstan 25 46 94 +69
Rus sia 57 52 67 +10
Saudi Arabia 85 95 93 + 8
Iran 86a 95 80 −6

OECD Reference Cases
Netherlands 8 9 17 + 9
Britain 6 9 14 + 8

Source: WTO website; and International Monetary Fund, Destination of Trade database.
Notes: (1) Oil and gas export dependence in the other largest GCC economies (UAE, Qatar, and 
Kuwait) is similar to that for Saudi Arabia. (2) Fuel export fi gures are from the WTO website, 
while total exports are derived from International Monetary Fund, Direction of Trade Statistics 
database.
aInitial fi gures for Iran are 1997 fi gures, due to statistical inadequacy.
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for producers generally, when seen in comparative perspective. Th at common 
dependence qualifi es them as petrostates. Social, economic, and po liti cal pat-
terns in these major exporting nations do, however, covary with one another 
in other major respects, many of which are presented in Table 5.2. Broadly 
speaking, there are two varieties of petrostate: (1) large, populous nations 
with substantial fi nancial requirements for economic development, as well as 
national defense, such as Rus sia; and (2) smaller countries, often very affl  u-
ent, with less substantial domestic fi nancial needs, such as the UAE.

Th e domestic po liti cal economies of the major Eurasian energy exporters 
have changed signifi cantly over the past twenty years, in ways that help to 
promote long- term prospects for energy interdependence with East and South 
Asia. While becoming more dependent on Asian markets, the producers are 
also developing and consuming energy at home, thus acquiring stakes in the 
construction, hydrocarbon- processing, and energy- effi  ciency skills at which 
Asian consuming states are so profi cient. To capture these important nuances 
and correctly portray the shifting confi gurations of producer national inter-
est, I thus turn to country- specifi c analysis, starting with that most geopo liti-
cally important petrostate, the Rus sian Federation.

Rus sia: The Ultimate Destabilizing 

Petrostate?

Th e Rus sian Federation looms as a giant— not only among petrostates but 
among nations of the world more generally. It is, after all, geo graph i cally the 
largest nation on earth, stretching across nine time zones, and covering more 
than a ninth of the earth’s entire land area.9 Once heavily reliant on its mili-
tary arsenal for global leverage, Rus sia has developed major infl uence in 
international energy geopolitics as well. It recently has been alternating with 
Saudi Arabia as the largest energy exporter in the world. With nearly $307 
billion in oil and gas exports during 2008, a more than tenfold increase within 
a de cade,10 Rus sia is the only energy- surplus nation numbered among either 
the G8 or the fi ve permanent members of the UN Security Council.

Rus sia also has a distinctive geo graph i cal centrality that is synergistic with 
its extraordinary size and makes it inevitably important in global geopolitics. 
Th e country lies precisely in the middle of the Eurasian land mass— literally 
astride Mackinder’s heartland. Th e Rus sian Federation borders on fourteen 
countries by land (Norway, Finland, Estonia, Latvia, Lithuania, Poland, 
Belarus, Ukraine, Georgia, Azerbaijan, Kazakhstan, China, Mongolia, and 
North Korea) and shares maritime borders with Japan (by the Sea of 



Table 5.2. Petrostate Profi les

A. Destabilizing?

Population 
(millions)

Under 20/ 
Over 65 
(percent)

Unemployment 
(percent)

GDP 
(Per Capita)

Military 
(active duty 
personnel)

Rus sia 140 21/13 7.6 10,602 1,046,000
Iran 75 34/5 14.6 4,739 523,000
Iraq 31.46 48/3 15.3*** 2,629 245,782
Venezuela 29 40/5 12.1 13,113 115,000

B. Intermediate

Population 
(millions)

Under 20/ 
Over 65 
(percent)

Unemployment 
(percent)

GDP 
(per capita)

Military 
(active duty 
personnel)

Nigeria 158 52/3 4.9*** 1,311 80,000
Saudi Arabia 26.2 40/3 10.8 16,531 233,500
Kazakhstan 15.7 30/7 5.5 8,081 49,000

C. Stabilizing?

Population 
(millions)

Under 20/ 
Over 65 
(percent)

Unemployment 
(percent)

GDP 
(per capita)

Military 
(active duty 
personnel)

UAE 4.7 26/1 4.0** 50,910 51,000
Kuwait 3 33/3 2.2* 38,359 15,500
Qatar 1.5 29/2 0.5 83,880 11,800

Reference

Population 
(million)

Under 20/ 
Over 65 
(percent)

Unemployment 
(percent)

GDP 
(per capita)

Military 
(active duty 
personnel)

Netherlands 16.6 23/16 5.5 46,882 37,368
Norway 4.8 25/16 3.6 86,082 26,450

Sources: International Institute for Strategic Studies. Th e Military Balance, 2011; World Bank. 
World Development Indicator,  http:// devdata .worldbank .org; and Central Intelligence Agency, Th e 
World Factbook,  https:// www .cia .gov .library /publications /the -world -factbook /, accessed August 2011.
Notes: * Figure is for 2004 due to data availability. *** Figure is for 2008 due to data availability. 
**** Figure is for 2007 due to data availability. ***** Figure is for 2009 due to data availability.

https://www.cia.gov.library/publications/the-world-factbook/
http://devdata.worldbank.org


The Po liti cal Economy of Eurasian Petrostates122

resources as a vehicle for generating state revenue for unrelated purposes con-
tinually bias Moscow’s international energy policy calculus. Th ey motivate Rus-
sian policymakers to demand the highest possible prices and the most expansive 
possible own ership rights from foreign partners, in the absence of countervailing 
diplomatic or geopo liti cal considerations favoring Moscow. Th ese parochial do-
mestic pressures, in short, provoke Rus sia to behave as a destabilizing petrostate.

Despite continual domestic pressures for consumption at home, Rus sia has, 
since the waning of the Cold War in the 1990s, become an ever more impor-
tant energy exporter— supplying 40 percent of the global increase in oil con-
sumption between 2000 and 2004, for example.13 Energy has also assumed 
a more and more substantial position in the Rus sian national economy. Oil 
and gas exports  rose, as a share of total Rus sian exports, from 57 to 67 per-
cent between 1995 and 2008. Oil and gas production also now generate well 
over 20 percent of Rus sian GDP, and provided nearly half of national gov-
ernment revenue in 2010.14 Rus sian energy is thus of increasing consequence, 
both for Rus sia itself and for the world as a  whole.

Vladimir Putin systematically began to transform energy into a major 
tool of Rus sian foreign policy and domestic economic stabilization during his 
fi rst presidential tenure (1999– 2008), as noted in Chapter 3. Given Rus sia’s re-
source endowments and geopo liti cal situation at the heart of the Eurasian 
world island, as described above, this geoeconomic approach appears to be a 
rational strategy, from the Rus sian standpoint. A lingering question, however, 
is what implications the distinctive domestic incentive structures of Rus sia in 
the energy sphere— rendered explicit and coherent under Putin— have for in-
ternational aff airs, for global energy markets, and especially for Asia, the dom-
inant emerging energy market of the entire world.

Th e evidence presented  here suggests, as indicated above, that Rus sia has 
strong incentives to behave as a destabilizing petrostate, since it is a producer 
heavily dependent on energy- export income. Th is dependence, we may hy-
pothesize, makes Rus sia prone to press aggressively, and at times unrealisti-
cally, for energy price increases and to use strategic, often collusive means to 
achieve its energy- related objectives. Rus sia of course is a large nation, with 
major developmental needs, that likewise has national security incentives to 
press for increased revenue from energy. It also has the political- military re-
sources to generate uncertainties in international aff airs that can encourage 
higher prices in energy markets.

Rus sia’s incentives to act as a destabilizing petrostate, often troublingly 
apparent in the Putin presidential years and subsequently, can potentially be 
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mitigated by astute strategies pursued by its partners, sensitive to Moscow’s 
enduring domestic weaknesses and ineffi  ciencies. Rus sia has, for example, an 
acute need for foreign capital investment and technology to unlock its wealth 
of natural resources. It also has chronic energy effi  ciency problems. Asia, es-
pecially Japan and South Korea, has substantial ability to address these 
problems, especially capital supply and energy effi  ciency, and could thus po-
tentially have a moderating impact on Moscow’s global energy role in com-
ing years.

Th e critical uncertainty for the Rus sian petrostate in the early 2010s was its 
willingness to turn eastward— to muster suffi  cient resources and diplomatic 
eff ort to consummate the deep prospective economic complementarity that 
energy potentially creates for it with Asia. Confl icts with Japan and China 
over Sakhalin II and the Eastern Siberia Pipeline suggested that a meeting 
of the minds between Moscow and some of the key Asian nations was yet to 
be achieved. Yet with energy demand rising across Asia, and turbulence in 
the Middle East continuing, Asian interest in Rus sia’s petrostate and its ca-
pacity to supply oil and gas to the East is certainly persisting as well.

Kazakhstan: Rising Producer Literally 

in the Middle

Kazakhstan is one of the greatest energy store houses on earth. It is home to the 
largest prospective oil fi eld on earth outside the Middle East, and the largest oil 
discovery in the world since Alaska’s Prudhoe Bay strike in 1979. It is also the 
largest uranium producer in the world, with 12– 19 percent of global reserves.15 
Th e country also has substantial reserves of both natural gas and coal.

Despite its massive energy potential, Kazakhstan is also a highly constrained 
nation in physical terms. Th e ninth largest country in the world, it stretches 
over an area greater than all of Western Eu rope. Yet the country is totally 
landlocked— the largest landlocked nation on earth. And with only 15 million 
people, it has a low population density of about 2 people per square mile, com-
pared to 12.8 and 134 respectively for the United States and Japan. Kazakh-
stan’s combination of bountiful energy resources and limited population is 
similar to that of the stabilizing GCC producers of the Persian Gulf. Th is 
pattern contrasts markedly to the circumstances of populous producing na-
tions like Iran, who tend to be the price hawks of OPEC.

Although the main trading routes of ancient days operated further to 
the south, Kazakhstan lies in the very heart of the Eurasian continent, close 
to the geo graph i cal midpoint, from east to west, of the classical Silk Road. It 
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cluded Chevron, Exxon Mobil, Agip, Inpex, Lukoil, and China National 
Petroleum Corporation.

Near- personal control of the massive income stream from his nation’s ris-
ing energy production has greatly enhanced Nazarbayev’s leverage over other 
social actors in Kazakhstan and his standing in international aff airs.18 And 
with proven reserves of almost 40 billion barrels, ninth in the world,19 con-
centrated particularly in the gigantic yet still unexploited Kashagan off shore 
fi eld, Nazarbayev’s nation can greatly expand its current oil production.

Kazakhstan’s natural resource wealth, of course, is of long- standing 
provenance— it has lain dormant within the earth since the late Devonian 
era, over 350 million years ago. Not even in Soviet days was that great wealth 
substantially exploited. Yet the Eurasian critical junctures of the 1970s, 1980s, 
and 1990s, as we have seen, created a vastly diff erent and more dynamic 
world. Both China and India are nearby, and their economic reforms created 
a new continental dynamic, by the mid- 1990s, of steadily rising energy de-
mand from near neighbors.

Kazakhstan’s central, albeit landlocked geopo liti cal position within Eurasia, 
nestled in the shadow of neighboring Rus sia, creates a national imperative for 
entrepreneurial, multidimensional foreign policy, using energy resources for 
leverage. Th at imperative Nazarbayev not only intuitively grasped but acted on 
with gusto, demonstrating the infl uential role that leadership can at times 
play in furthering continentalism. As fi rst a provincial party boss in a remote 
corner of the then– Soviet  Union, a de cade before China and India emerged 
as major oil importers, and later as leader of a fl edgling nation, he played a 
pivotal role in fi nalizing a historic 1993 agreement with the U.S. company 
Chevron to develop the huge Tengiz oil fi elds at the head of the Caspian Sea, 
now sixth largest in the world.20 While maintaining cordial relations with 
Mikhail Gorbachev, and then Boris Yeltsin, Nazarbayev likewise negotiated 
Kazakhstan’s peaceful exit from the Soviet  Union, despite the USSR’s substan-
tial political- military interests there, including its major cosmodrome and nu-
clear testing site. Nazarbayev also shrewdly developed positive relations with 
China across the 1990s, following the collapse of the Soviet  Union, using a 
central role in founding both the Shanghai Five (1996) and the Shanghai 
Cooperation Or ga ni za tion (SCO, 2001) to defl ect Rus sian suspicion.21 Mos-
cow, after all, was included in those bodies, while Washington was not.

Nazarbayev also supervised the dismantling of Kazakhstan’s nuclear ar-
senal, inherited from the Soviet  Union, thereby neutralizing regional ten-
sions.22 Th rough this step he gained favor not only with the United States 
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potentially align with neighboring Rus sia and Iran— both destabilizing 
producers— to force energy prices higher and gain more favorable conditions 
for the diffi  cult and expensive Kashagan project now pending. Or Kazakh-
stan could evolve as a conciliatory, stabilizing producer like Saudi Arabia and 
the GCC states, trading concessions to consuming nations for support in its 
eternal geopo liti cal struggle for autonomy in the landlocked heart of Asia. 
As the wily Nursultan Nazarbayev would have it, Kazakhstan’s ultimate 
choice remains unclear from the outside, yet of pivotal signifi cance to the 
future of the New Silk Road.

Saudi Arabia: A Stabilizing Petrostate?

No nation looms larger in the geopolitics of international energy than Saudi 
Arabia. It is the largest oil producer in the world, pumping over 10 million 
barrels daily in 2010,34 and still holding over 70 percent of OPEC’s surplus 
capacity.35 It is also the largest oil exporter on earth, supplying 8.7 million 
barrels of oil daily to the international market, and lies at the geo graph i cal 
heart of the compact Persian Gulf energy province, which provides 35 percent 
of all the oil moving in international trade.36

Looking to the future, Saudi Arabia holds by far the largest oil proven oil 
reserves in the world, with 265 billion barrels, or nearly 20 percent of total 
global reserves— over eight times the level of the United States, with much of 
the Empty Quarter (Rub al- Khali) remaining unexplored.37 Its current pro-
duction includes the largest oil fi eld in the world and the largest off shore fi eld 
on earth,38 as well as the world’s largest oil- loading terminal, at Ras Tanura. 
Saudi Arabia’s gas reserves are also substantial (fi fth largest in the world), but 
the Saudis are far more dominant in oil, with few incentives to prefer the 
substitution of gas for oil.

Oil also looms large for Saudi Arabia, relative to other sources of income 
and economic activity. Th e oil industry supplies around 90 percent of Saudi 
export earnings and roughly 80 percent of national bud get revenues. It also 
generates a full 45 percent of national GDP, compared to 40 percent for the 
entire non- oil private sector. Saudi Arabia is thus in the truest sense a petro-
state and has become emphatically more so over the past fi fty years.

Saudi Arabia, of course, is only one of six GCC nations, which collectively 
hold well over 30 percent of the world’s oil reserves and nearly the same pro-
portion of its natural gas. Kuwait and the UAE, in par tic u lar, are important in 
oil, as well as Qatar and the UAE in gas. Yet Saudi Arabia has by far the largest 
oil reserves and is as a result the most involved in the global po liti cal economy, 
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as the key stabilizing petrostate. Consequently, the political- economic analysis 
presented  here focuses on the Saudis, with only occasional reference to the 
other important GCC energy producers.

Th e general consensus in the remarkably sparse academic literature on petro-
states in comparative perspective, reviewed above, is that they tend to be 
undemo cratic, with governments, generally unresponsive to their inhabitants, 
that play a destabilizing role in international aff airs. Few would argue that 
either Saudi Arabia, a self- advertised theocratic state still governed by a he-
reditary absolute monarchy, or any of its GCC counterparts is domestically 
liberal.39 Yet many knowledgeable observers do see the Saudis as a positive, 
stabilizing force in the global po liti cal economy.40 Th eir strong vested interest 
in oil’s continuing central role in global energy usage, due to their massive 
reserves and limited domestic fi nancial requirements, has traditionally enabled 
their country to serve as a swing producer in international oil markets. Th e 
pages that follow fi rst examine that classical Saudi role as swing producer and 
then move on to consider the domestic political- economic foundations of the 
Saudi petrostate, how they are changing, and how they relate to the prospective 
future Saudi international role, especially in relation to the rest of Eurasia.

the historic saudi role as stabilizing swing producer

Saudi Arabia’s fi rst commercial oil fi eld was discovered at Dhahran in 1938, 
with the fi rst tanker load of petroleum being exported in 1939, both handled 
by the U.S.- dominated CASOC (later Aramco) consortium. By late 1947, 
as American civilian energy consumption began to surge in the aftermath of 
World War II, even as American domestic producers persisted with their tra-
ditional exports, shortages began to develop at home in the United States.41 
American leaders recognized that Eu rope’s recovery, and U.S. military require-
ments overseas, would ultimately require expanded Middle East production, 
preeminently from Saudi Arabia, where American fi rms had a dominant stake.42 
Th e Saudis, especially after the discovery of the Ghawar elephant fi eld, largest 
in the world, in 1948— the year of Israel’s birth and the fi rst Middle East war— 
recognized both their substantial supply capacity and the strategic need for 
American political- military support. Th us, the special U.S.- Saudi relation-
ship, and ultimately the Saudi role as stabilizing swing producer for the 
broader world,  were born.

Th e core of Saudi Arabia’s supply policy over the past half century has 
been threefold: (1) to serve as oil supplier of last resort for the international 
economy in times of true extremity; (2) to encourage world oil prices to move 



The Po liti cal Economy of Eurasian Petrostates130

within stable pa ram e ters; and (
) to quietly support important strategic in-
terests of the United States, in return for credible American guarantees for 
Saudi security. Saudi Arabia has worked consistently to ensure that ample 
producer income be maintained but that prices not rise so precipitously that 
the world macroeconomy was damaged, or that consumers move decisively 
toward hydrocarbon alternatives.

�  is moderate, cooperative stance was evident during the Korean, Viet-
nam, Gulf, and Iraq wars, as well as World War II, when Saudi Arabia ex-
panded production to accommodate U.S. military operations and directly 
supplied petroleum products to the U.S. military on a large scale in several 
cases.43 �  e Saudis enlisted only reluctantly with the Arab oil embargo of 
Israel•s supporters in �	�
 and worked informally to limit its impact on the 
United States.44 And they cooperated with the Reagan administration at cru-
cial intervals during the �	��s in aligning world oil prices disadvantageously 
for the Soviet  Union. � is collaboration put excruciating “ nancial pressure 
on the Soviets, just as the United States was intensifying its military buildup, 
thus facilitating the Soviet collapse that ended the Cold War.45 During the 
�		�s Saudi Arabia was simultaneously also the largest single importer in 
the world of U.S. military equipment, America•s largest market in the Mid-
dle East, and a strategic site from �		� to ���
 for U.S. military bases. � e air 
war over Af ghan i stan in ����, for example, was coordinated by U.S. military 
air controllers from Prince Bandar Air Force Base in Saudi Arabia.46

Saudi Arabia•s traditional tool for maintaining its ” exible, geopo liti cally 
tinged swing producer role has long been to maintain around �.
 to � million 
barrels per day of spare production capacity, often at short- term “ nancial cost 
to itself. � is slack has allowed Riyadh to satisfy suddenly emerging market 
demands that it considered legitimate and thus to put an upper lid on prices.47 
�  is spare capacity proved especially important after �	��, when pricing power 
in world oil markets began shifting from the Texas Railroad Commission to 
OPEC, since OPEC itself lacked an enforcement mechanism for its internal 
agreements and needed a large swing producer like the Saudis to play that 
coercive role.

Whether su�  cient spare capacity can and will be maintained in Saudi 
Arabia is a key issue for global oil markets, and especially for Asia, which has 
accounted for the bulk of increases in world oil demand since the early 
�		�s, the period of the Asian “ nancial crisis excepted.48 Signs during the 
late ����s  were moderately encouraging, as the Saudis completed their “ ve- 
year, ���� billion expansion of domestic oil production capacity to ��.
 million 
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barrels per day.49 King Abdullah has given the stabilizing producer role his 
explicit, personal support.50 Yet the longer term remains more uncertain.51

Apart from maintaining excess production capacity to cope with contin-
gencies, the obverse side of Saudi Arabia’s stabilizing producer role is forcing 
other producers to collaborate. Th is is especially diffi  cult, as suggested above, 
in the case of large, populous nations undergoing social transition, like Rus-
sia and Iran. Th e Saudis have, however, recently been quite successful in this 
task, inducing OPEC during 2009 to cut production by 4.2 million barrels 
per day amid the global fi nancial crisis, for example, so as to boost oil prices 
from their low that year of around $32 to over $70 a barrel.52

Apart from its technical role in encouraging OPEC toward moderation in 
energy pricing, and its geostrategic role in expanding production to accom-
modate U.S. political- military concerns, Saudi Arabia has also served as a 
stabilizing petrostate by supporting a broad range of multilateral functions 
in world aff airs. It helped or ga nize the International Energy Forum (IEF), a 
diverse and important body involving industry leaders and policymakers of 
both producer and consumer nations, and has hosted the IEF Secretariat in 
Riyadh since that body’s inception in 2003.53 Saudi Arabia has also strongly 
endorsed and supported the IEF’s Joint Oil Data Initiative database project, 
which disperses detailed oil and gas information from more than ninety na-
tions and thus promotes transparency in hydrocarbon markets worldwide.54 
To further enhance its stabilizing global role, Saudi Arabia also serves as 
the one OPEC member of the G20 and has permanent repre sen ta tion on 
the executive boards of both the International Monetary Fund and the 
World Bank.

Despite OPEC protestations to the contrary, it does appear that the OPEC 
oil cartel, and no doubt Saudi Arabia specifi cally,  were late to grasp the rising 
importance of Asian demand in world oil markets during the 1990s, or the 
converse defl ationary impact of the Asian fi nancial crisis of 1997– 1998 when 
it fi rst occurred. In December 1997, for example, OPEC increased its quota by 
2.5 million barrels per day (10 percent), eff ective January 1, 1998, even though 
virtually all of Asia, OPEC’s principal source of incremental demand for 
most of the previous de cade, was in serious economic crisis. An important 
issue going forward is clearly how conscious OPEC— preeminently Saudi 
Arabia— will be of Asian consumer demand patterns, and what mechanism 
it will have for accommodating that increasingly important factor. Th e U.S.- 
centric mechanism of the past half century— involving Saudi surplus capac-
ity, swing producer behavior, and sensitivity to American requirements in 
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return for U.S. security guarantees— has been stabilizing, for Asia as well as 
the United States and the broader world. Yet whether it can and will persist, 
or what the alternative might be as Asian markets become increasingly cen-
tral for Saudi Arabia and OPEC while dependence on the United States de-
clines, is an important question just now emerging.

saudi arabia’s changing domestic equation

Saudi Arabia’s long history as a stabilizing petrostate, predating even the 
Korean War, has rested on important political- economic foundations within 
Saudi Arabia itself. Most important, perhaps, has been the Saudi royal family, 
which established a fateful and positive relationship with the United States 
through the historic, catalytic meeting between King Ibn Saud, the found er of 
modern Saudi Arabia, and President Franklin D. Roo se velt on board the 
U.S. cruiser Quincy, in the Great Bitter Lake of the Suez Canal, during Feb-
ruary 1945.55 Th e hospitality that Roo se velt showed to King Saud, and the 
mutual rapport that they developed, set the tone for broadly positive top- 
level relations that continued between the two countries throughout most of 
the ensuing fi ve de cades. Dwight D. Eisenhower, and his fi rmness in sending 
U.S. Marines into Lebanon in 1958 to stabilize that nation, following a Nas-
serite coup in Iraq, also impressed Saudi leadership. In 1990 President George 
H. W. Bush’s “line in the sand” decision to send 600,000 troops to Saudi 
Arabia to defend the kingdom and to evict Saddam Hussein from Kuwait, 
also had a powerfully positive impact on Saudi royal leadership, especially 
King Fahd. Saddam’s brutal invasion, after all, gave Iraq control over 19 per-
cent of the world’s oil and threatened Saudi Arabia’s major oil fi elds, concen-
trated in the Eastern Province, directly adjacent to occupied Kuwait.56

Complementing the royal family’s role in creating and sustaining a stabiliz-
ing petrostate in Saudi Arabia has been the system of “segmented clientelism” 
prevailing domestically.57 Powerful princes can assume direct and exclusive 
responsibility for priority sectors of the po liti cal economy, creating “islands 
of effi  ciency” insulated from pressure- group intervention.58 Th e Saudi Ara-
bian Monetary Agency (SAMA) and the Saudi Basic Industries Corporation 
(SABIC) are often considered such enclaves. Direct royal supervision, through 
the Supreme Council for Petroleum and Minerals Aff airs (SCPMA), has also 
been crucial in preserving the autonomy and managerial effi  ciency of Saudi 
Aramco, fostered by American managers from the 1930s on.59

Two leaders of modern Saudi Arabia have been especially adamant in 
protecting the islands of effi  ciency: King Faisal (1964– 1975), and the current 
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King Abdullah (2005–). Abdullah, as crown prince, was said to prioritize 
technical expertise above established personal ties in his choice of advisors,60 
and was less directly beholden than Fahd to traditional relationships with the 
United States. Signifi cantly, Abdullah’s fi rst international state visits as king 
 were to China and India, signifying a possible shift in Saudi priorities toward 
the East, or at least a clear appreciation of Asia’s emerging global role.

A particularly important corporate actor in the Saudi petrostate is Saudi 
Aramco, the state- owned national oil company, which holds a monopoly on 
domestic oil production and sales. Founded in 1933, Aramco was under full 
American consortium own ership and management until the mid-1970s, when 
it was nationalized.61 U.S. executives remained with the fi rm until 1988, how-
ever, when a fully indigenized Saudi Aramco was offi  cially established, by 
royal decree. Current high- level Saudi Aramco leaders, just retiring, thus had 
strong exposure to the United States— most of them being educated there— 
and  were highly conversant with American management and cultural mores.

Although Aramco still maintains important U.S. commercial ties, and sells 
roughly 1 million barrels of oil daily destined for the United States, its human 
and commercial networks have diversifi ed greatly over the past three de cades, 
especially in downstream operations. In 1992, for example, Saudi Aramco ac-
quired a 35 percent interest in Korea’s Ssangyong Oil Refi ning Company; in 
1994 a 40 percent interest in the largest Philippine refi ner, Petron; and in 1996 
a 50 percent stake in Corinth Refi neries of Greece. It was only in 1998, nearly 
a de cade after its international downstream expansion began that Saudi 
Aramco established Motiva Enterprises, its fi rst major U.S.- based refi ning 
and marketing joint venture. And the Saudi energy giant has been surpris-
ingly inactive in the U.S. since then, given its long historical association with 
American corporations, government, and education. Aramco has been active 
in Asia, however. It invested substantially in a joint- venture oil refi nery project 
in the northeast city of Qingdao during 2008, and then opened a major joint- 
venture oil refi ning and petrochemical complex in Fujian during November, 
2009.62

Saudi Aramco is also diversifying into non- oil energy businesses with non- 
Western fi rms. In 2005, for example, Saudi Aramco and Sumitomo Chemi-
cal of Japan signed a joint- venture agreement for the development of a large 
integrated refi ning and petrochemical complex on the Saudi Red Sea coast 
that when fully operational will produce 1.3 million tons per year of ethylene 
and 900,000 million tons per year of propylene, with future ventures to come.63 
Th e Chinese have recently invested $3 billion in an aluminum smelter in the 
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membership rules are creating a proliferation of princes— all of whom receive 
handsome stipends and benefi ts— that could generate increasingly serious 
fi nancial and po liti cal pressures for the country in the future.

Every male descendant of patriarch Abdul Aziz bin Abdul Rahman Al- 
Saud, who founded the modern Saudi kingdom in 1932, qualifi es for an-
nual stipends around $500,000 each; unlimited fl ights aboard Saudia, the 
national fl ag- carrier airline; and preferential access at low prices to land ex-
propriated by the kingdom. Th ere are currently over 5,000 such princes, with 
thirty to forty new princes born every month.74 Th ese princes, as direct de-
scendants of their kingdom’s found er, not surprisingly tend to have a strong 
sense of entitlement. Th e royal family, as Lacey points out, “built the king-
dom. It carries their name. It would hardly be surprising if a large number of 
princes found it diffi  cult to distinguish between what was theirs and what 
belonged to the still- growing state.”75

Th ese embedded commitments to princes, based on their powerful and 
legitimized sense of entitlement, threaten to become a deepening fi nancial 
problem, despite Saudi Arabia’s oil riches— especially as the Saudi state has run 
bud get defi cits for most of the past thirty years.76 Th ey could also well become 
a deepening sociopo liti cal problem, as the income of the average Saudi citizen 
has been volatile.77 King Abdullah reportedly considered curtailing princely 
allowances early in his tenure, over a de cade ago, but these mea sures have not 
as yet decisively materialized.78

A related danger, both domestically and internationally, is the institutional-
ized power of conservative organizations dominated by well- connected fami-
lies, many of them with royal links. Many economic organizations qualify, as 
most are public corporations, or heavily regulated. So do the Majlis al- Shurai 
(what passes for a parliament) and the Council of Saudi Chambers of Com-
merce, both dominated by nonreformist stakeholders.79 Clientelist pressures 
appear to have grown substantially, outside the islands of effi  ciency, since the 
major expansion of the Saudi state, fueled by oil money, during the 1970s and 
the 1980s.80

Saudi religious bodies, which have also been fueled increasingly by oil 
money since the oil shocks of the 1970s, also potentially jeopardize Saudi 
Arabia’s international role as a stabilizing petrostate. Th ere are, fi rst of all, 
as a broad class, the ulama, or clerical legal scholars who are indispensable to 
the Saudi state due to its unique theocratic character as the defender of the 
holiest sites of Islam. Government authorities have expended considerable 
eff ort in bureaucratizing and incorporating this po liti cally crucial group to 
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help stabilize the regime.81 Th e role of the ulama as legitimizers appears to 
have increased substantially since the 1979 Salafi st occupation of the Grand 
Mosque of Mecca and the ensuing Qatif riots, which compelled the royal 
family to take forceful yet controversial stabilization mea sures.

Th e response of Saudi authorities to the occupation of the Grand Mosque, 
the holiest religious site in Islam, was especially problematic. On November 
20, 1979, it was occupied by an isolated yet radicalized group of 200 to 500 
Salafi sts, who denounced the royal family for welcoming Western values, al-
lowing foreign exploitation, and thus helping to dilute Islamic preeminence 
in the birthplace of Islam.82 Th e group also criticized the ulama for accepting 
bribes from the royal regime and condemned them for using Islam to prop 
up the “treacherous” rule of the Sauds.83

Th e government turned immediately to the ulama for a ruling on a per-
missible response. Five days after the seizure, the clergy lifted the traditional 
ban on use of weapons in the mosque. After a two- week struggle involving 
room- to- room fi ghting among the 270 vaults and chambers beneath the 
mosque, in which 255 pilgrims, troops, and fanatics  were killed and 560 in-
jured, the dissidents  were fi nally dislodged by Saudi National Guard troops, 
who outnumbered the Salafi sts by as many as 100 to 1.84 Th e po liti cal and 
psychological impact of the trauma, needless to say, was severe, both because 
the siege continued so long and because the government was forced to use 
violence to suppress it— a shocking and blasphemous act, in the eyes of many 
Muslims. Th e seizure’s po liti cal impact was amplifi ed further by the Qatif 
riots in the kingdom’s oil- rich Eastern Province, including a major confronta-
tion between the National Guard and Shiites on Ashura, one of the Shiite 
holy days, even as the Mecca siege was going on.85

Th e beleaguered Saudi King Fahd was thus suddenly confronted by 
 dissidence from two contrasting and unexpected directions— fundamentalists 
who had traditionally supported his regime, and a marginalized group of Shia 
with limited sociopo liti cal infl uence, yet with the momentum of the ongoing 
Ira ni an Revolution only a few hundred miles across the Persian Gulf behind 
them.86 Following the controversial military suppression by the Saudi Na-
tional Guard, the king responded fi rst with sharp retribution, and then with 
new prerogatives for the Shias, provoking Wahhabi fundamentalist back-
lash.87 In response, a vacillating King Fahd revoked those new prerogatives, 
due to security concerns from the Right. Th is ambivalence, coupled with royal 
willingness to allow the presence of American troops on Saudi soil for more 
than a de cade following Saddam Hussein’s invasion of Kuwait in 1990, 
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stimulated rising criticism from younger, nonestablishment ulama known as 
sahwa (awakening clerics).88 It also provoked a round of Sunni terrorism, as 
expressed in the 1996 Khobar Towers bombing, the 1996 Riyadh bombing, 
the 2000 attack on the USS Cole in Aden Harbor, and ultimately 9/11, when 
fi fteen of the nineteen suicide attackers on the World Trade Center, the Pen-
tagon, and potentially other U.S. Government centers  were Saudi.

Th e fateful events of late 1979 and beyond also gave momentum to the re-
ligious foundations, likewise supported by the state and wealthy individuals 
in an increasingly generous fashion. Th is support was, of course, nominally 
in accordance with basic dictates of the Koran, as it had always been.89 Yet 
the petrodollars fl owing into Saudi Arabia in such massive amounts follow-
ing the oil shocks of 1973 and 1979, coupled with the po liti cal shocks of the 
Ira ni an Revolution and the domestic violence described above, led to even 
greater affl  uence and legitimacy for these groups than they had previously en-
joyed.90 Although the Saudi government clamped down sharply on local ter-
rorists and their support base following suicide bombing attacks in Riyadh 
during May 2003, radical Islam is historically embedded in Saudi Arabia, so 
reducing its infl uence will take time.91

Beyond elite groups, dangers also appear to lie in changes within the 
broader society beyond the professional and technocratic institutions. Saudi 
Arabia, as a still- feudal society now modernizing, faces the classic problem of 
po liti cal development to which Samuel Huntington directed scholarly atten-
tion more than forty years ago: the diffi  culty of creating and sustaining insti-
tutions to accommodate the explosive desire for participation and ser vice 
delivery in changing, developing societies.92 Th is challenge is especially delicate 
in Saudi Arabia and its neighbors across the Muslim world, because population 
is so rapidly growing and urbanizing, with the many young people joining 
the workforce fi nding it diffi  cult to fi nd jobs, in an expertise- and expatriate- 
dominated society. Th e problem is also intensifi ed, as we have seen, by the 
rigidity and conservatism of preexisting institutions.

prospects to look east: saudi arabia and the broader world

Th e security and interpersonal ties between Saudi Arabia’s current elites and 
the West— particularly the United States— are deep, as the foregoing exami-
nation of the Saudi petrostate has shown. Yet so  were the ties between the 
United States and the shah’s regime in Iran, just over thirty years ago. It would 
likely take an upheaval similar to Iran’s 1979 revolution to produce a sea 
change in Saudi Arabia’s international alignments over the short run, even if 
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potential partners in East and South Asia desired such a shift. Such a trans-
formation is not impossible, as the previous analysis has suggested, although 
probably unlikely. Under almost any scenario, however, Asia has substantial 
political- economic utility for Saudi Arabia that can only continue to grow, 
particularly if relations with the West grow more problematic.

“With China,” as Prince Turki al- Faisal, former Saudi ambassador to the 
United States and brother to Foreign Minister Prince Saud al- Faisal, points 
out, “there is less baggage, and there are easier routes to mutual benefi ts.”93 Th e 
same can be said of most Saudi relationships with Asia, as opposed to those 
with the United States. In contrast to relations with the West, the heritage of 
earlier colonial rule and diff erences regarding Israel do not lie per sis tent ly in 
the background, to continually complicate mutual dealings. Besides, Asian 
states tend not to be judgmental about the authoritarian- feudal cast of do-
mestic Saudi politics, while both Asia and the Saudis are pragmatic about 
taking advantage of economic globalization.94

Energy is clearly the major factor for Saudi Arabia that is driving deeper 
relations with Asia, and especially with the continent’s two emerging and 
highly populous giants, as well as with Japan. Asia, led by Japan and China, 
after all, is the largest customer for Saudi oil— indeed, over three times as 
much Saudi oil fl ows to Asia as to the U.S.95 Saudi Aramco now does almost 
half of its business in Asia and since 2004 has had most of its offi  ces there.96 
Apart from exports, it is also expanding downstream investments in Asia and 
has minority interests in major refi ning operations in South Korea, China, 
and Japan.

For both Saudi Aramco and Saudi Arabia more generally, Asia is attractive 
for the ways it can help the Saudis diversify beyond their basic role as an oil 
exporter and also economize on the substantial quantities of energy that they 
use domestically. Th e Saudis are spending $400 billion over the 2009– 2014 
period to upgrade national infrastructure, including construction of four new 
“economic cities.”97 Japa nese and Korean construction fi rms are world class, 
while China and India can provide cost- eff ective skilled and unskilled labor. 
Th e Asians, with their effi  ciency levels, can also help the Saudis save increas-
ingly valuable energy.

Islam is also a signifi cant consideration attracting deepening Saudi interest 
in Asia. Asia, after all, has the largest Islamic population of any continent. 
India alone has around 160 million Muslims— 15 percent of its population, 
and over six times the entire population of Saudi Arabia itself. China has 
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an additional 20 million. And Indonesia has the largest Muslim population 
in the world—two- thirds as large as all the Middle Eastern countries com-
bined, including Iran.98

How Saudi support for Islamic movements in Asia is propagated could 
infl uence Saudi relationships further east, with the concern being that wealthy 
but unmonitored private Saudi religious foundations could have a destabilizing 
impact on local societies. Th ere are between 8,000 and 40,000 madrassas in 
India, for example, but concerns are being raised in India that Saudi fi nanc-
ing may also be introducing increasingly radical curricula.99 Saudi links to 
jihadi groups such as Lashkar- e-Taiba, which has staged terrorist attacks in 
India, as well as links to Kashmiri separatist movements, are also a concern. 
Similarly, China is also apprehensive about possible Saudi support for dissi-
dents among Xinjiang’s 8 million ethnic Uyghur Sunni Muslims.

summary

Saudi Arabia is a crucial petrostate, from a global perspective, as the largest oil 
exporter on earth, with by far the largest reserves. By virtue of its huge reserves 
and its surplus production capacity, the country is also the actor most capable 
of serving as a stabilizing swing producer, accommodating sudden surges of 
demand due to military confl icts and other emergencies, and otherwise sta-
bilizing global prices. Th is function is extremely important to the advanced 
economies of the world, and especially to the United States, given its security 
responsibilities, as well as Asia, due to its heavy reliance on imported energy.

Th e key question for the world, and the focus of analysis  here, is whether 
Saudi Arabia will function in future as the sort of stabilizing petrostate that 
it has been since OPEC gained global price- setting capabilities in the early 
1970s. As we have seen, the Saudi bureaucracy is developing increasingly 
impressive technocratic capabilities, and Saudi Aramco is gaining a global 
reach. Th e royal family plays an important and largely positive mediating 
role among diverse domestic groups and with the broader world. Yet the pro-
liferation of princes and the deepening intrusion of well- connected families 
into economic life are both straining public fi nances and crippling prospects 
for reform in this distributive state, even as populist pressures from below are 
rising. Religious foundations and other ostensibly charitable groups, their 
coff ers swelling with petrodollars, also hold potential for infl aming the situa-
tion, as do awakening clerics (sahwa). Th at Saudi Arabia is looking east ap-
pears certain, but whether it can continue to be a stabilizing petrostate in a 
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broader global context is by no means ensured. Future prospects may well 
rest on interaction with the Islamic world’s most consequential destabilizing 
petrostate— Iran—to which I now turn.

Iran: Destabilizing Petrostate and Beyond

Few nations loom as large in the world of global energy, both now and for the 
foreseeable future, as Iran. Even in the face of international sanctions, it re-
mains the third largest crude oil exporter in the world. Th e country has the 
second - largest proven conventional oil reserves on earth, after only Saudi Ara-
bia, with over 137 billion barrels, or nearly 10 percent of the world’s total.100 
It also boasts the second- largest natural gas reserves, with 16 percent of the 
world’s natural gas.101 Its location, astride the Strait of Hormuz at the en-
trance to the Persian Gulf, through which close to half of the world’s oil 
exports pass, only enhances the geopo liti cal importance that its massive energy 
resources provide.

As in the case of other major producer nations reviewed in this chapter, 
Iran’s economy and public fi nance system are highly dependent on hydrocar-
bons, as they have been since the country fi rst began oil production in 1913. 
In 2010 , Iran’s net oil export revenues exceeded $67 billion. Oil exports gen-
erated roughly half of Iran’s government revenues, while crude oil and its 
derivatives accounted for 80 percent of Iran’s total exports.102 Iran can thus for 
many reasons be considered both a quintessential petrostate and a key link in 
the global relationship between energy and geopolitics.

Iran today, however, is a most unusual petrostate. It is a relatively large 
country, with a substantial and rapidly growing population of over 77 mil-
lion.103 Th e median age is only twenty- seven years, and over 24 percent of the 
population is under fi fteen. Th at population has nearly tripled since the revo-
lution of 1979 and continues to grow rapidly, at over 1.2 percent annually.

Iran is also urbanizing rapidly. Today its population is over 71 percent 
urban, compared to 46 percent in 1976, shortly before the revolution.104 Th e 
country as a  whole is also much more affl  uent in per capita GDP terms than 
was true three de cades ago, with GDP per capita having more than doubled 
during that period.105

To make matters even more diffi  cult for economic planners, Iran is also a 
pluralistic and highly mobilized society, po liti cally speaking, with a populist 
political- economic cast dating from the revolution itself. Although the coun-
try is 89 percent Shiite Muslim, it is only 51 percent Persian, with Azeri, Gilaki, 
Mazandarani, Kurd, Arab, Baloch, and Turkmen residents, among others, 
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constituting signifi cant elements of a voluble, interactive population that had 
43 million cell phones in 2008. Civil society— especially the mosques and the 
bazaars— is well or ga nized, a middle class is emerging, and demo cratic poli-
tics, while imperfect, are much more advanced than in most neighboring 
countries of the Persian Gulf, Saudi Arabia in par tic u lar. Th ere are striking 
similarities between today’s volatile Iran and the turbulent, imperfect emerg-
ing democracy of Taisho Japan (1912– 1931), which was extinguished by de-
pression, military intervention, and escalating tension with surrounding 
states prior to World War II.106 Among Iran’s many troubling socioeconomic 
maladies are high unemployment, which averaged 14.6 percent in Iran dur-
ing 2010, and high infl ation, of 10.1 percent in the same year. Both naturally 
intensify pressures on the state for welfare- oriented policies.

Th e postrevolutionary Ira ni an bureaucracy also fi nds coherent, program-
matic policy response to emerging social pressures diffi  cult. It is more poorly 
institutionalized and trained than Saudi Arabia’s emerging technocracy, for 
example, as well as deeply stovepiped and factionalized. Major government 
institutions dealing with energy, such as the Oil Ministry, Energy Ministry, 
and Atomic Energy Agency, have their own functionally diff erentiated tasks, 
yet pursue divergent po liti cal objectives, with all the perverse consequences 
that such disjuncts can entail. In addition, there is reportedly inadequate 
coordination on energy policy between responsible energy sector offi  cials and 
the ministries of trade, transportation, housing, and industry and mining, as 
well as programmatic duplication in areas like renewable energy.107 Even the 
Energy Supreme Council, established in 2003, does not appear to have yet 
established adequate policy coordination.108

Th e consequence of these strong sociopo liti cal pressures, mediated through 
a fractious, inadequate bureaucracy, has been perverse, ineffi  cient domestic oil 
and gas policies. Th ey have encouraged, as we shall see, massive subsidies to 
nonindustrial uses of energy that have eaten badly into export revenues and 
intensifi ed Iran’s incentives to seek higher energy prices, if necessary through 
po liti cal belligerence and threats.109 Th e same domestic fi scal pressures have 
encouraged Iran to covertly exceed established OPEC quotas to generate ad-
ditional revenue and to pursue alternative energy programs, including nuclear 
power, to relieve domestic energy- supply dilemmas. Domestic sociopo liti cal pres-
sures, in a word, have strongly intensifi ed postrevolutionary Iran’s underlying 
geopo liti cal incentives to act as a destabilizing petrostate in world aff airs.

To understand the fateful international implications and possible strategies 
for transforming the status quo, it is important to review fi rst the domestic 
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biases that have helped make Iran a destabilizing petrostate in international 
aff airs. Th ese biases are rooted, most importantly, in the massive energy subsi-
dies that the Iranian government has condoned.110

Th e domestic oil subsidies themselves are, ironically, a heritage of the shah’s 
regime, rising from 12 percent in 1972, just before the fi rst global oil shock, to 
96 percent in 1979, when Pahlavi was overthrown. Subsidies have been 
maintained at roughly the percentage level that they attained in the shah’s last 
days, although eff orts have been made periodically to cut them, most recently 
in December 2010. Th e economic problem is that they have been used more 
and more extensively, primarily by the wealthy and the rising middle class, 
and have been set at absolute levels that do not anticipate increases in global 
energy prices.111

Th e energy subsidy consumed an estimated 11 percent of GDP in 1997– 
1998, 17 percent in 1999– 2000 (because of sharp world price increases), and 
34 percent in 2009.112 Th e benefi ts of these large and unaff ordable energy 
subsidies largely accrue to the rich, in some years by a 12:1 ratio. Explicit 
(bud geted) consumer subsidies have amounted to only 1.5– 4 percent of GDP 
in recent years.113 Th rough rationing, President Ahmadinejad has been fi ght-
ing to cut the total subsidy (of about $90– 100 billion) by $40 billion while the 
Majlis is pressing to limit cuts to $20 billion,114 although whether rationing is 
eff ective is open to serious question.

Gasoline prices in Iran  were maintained at a retail price of around 38 U.S. 
cents per gallon from 2007 to late 2010 by rationing, at the behest of President 
Ahmadinejad, who opposed the price increases that economists advised. In 
December 2010 he approved a substantial price increase, although the price 
remained below market levels. Due to the combined eff ect of rigid, unrealisti-
cally low, subsidized domestic prices and soaring global market demand, the 
cost to the national trea sury of gasoline and related oil and natural gas subsi-
dies by 2009 approached $30 billion annually, or roughly 30 percent of Iran’s 
entire governmental revenue, forcing some belated eff orts at rationalization.115

A variety of perverse international eff ects have fl owed from these subsidy 
policies. Iran’s retail prices for gasoline, at around 40 cents per gallon for sev-
eral years, have been only one- third of those prevailing in neighboring coun-
tries, leading naturally to extensive smuggling.116 Due to the diversion of 
supplies elsewhere and the disincentives created by low prices to refi ning ca-
pacity expansion within Iran itself, Iran was forced to become a major and 
growing gasoline importer— the second largest in the world by late 2010, 
despite its massive domestic energy resources. For example, gasoline imports 
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iran and the look east option

Although the shah of Iran and his regime cultivated good relations with China, 
they  were deeply entwined with the West, as noted in Chapter 3. Richard 
Nixon considered the shah as proxy defender of the Persian Gulf, on behalf 
of the United States. Th e revolution of 1979, followed by the Ira ni an hostage 
crisis and bilateral military confrontations— not to mention Ira ni an state 
support for terrorism, hostility to Israel, and covert eff orts to develop nuclear 
weapons— have since deeply estranged Tehran and Washington, inspiring 
new directions in Ira ni an diplomacy and economic life that give vitality to 
the deepening Eurasian continentalist arrangements now emerging.

East and South Asia have deepening attraction, naturally, for a postrevolu-
tionary Iran disillusioned with and embargoed by the United States, in coop-
eration with many of its Western allies. Th is attraction is clearly manifest in 
contemporary trade patterns. In 2010, Iran’s fi ve largest markets, based largely 
on energy sales,  were China (16.2 percent of Ira ni an exports), India (12.6), 
Japan (9.9), Turkey (6.8), and South Korea (5.1). Iran’s largest Western market 
was Italy. Iran’s most substantial suppliers, conversely,  were the UAE (16.7 
percent), China (17.4), Germany (7.6), South Korea (6.3), and Turkey (4.8).126 
Th e overwhelming share of Ira ni an trade was thus conducted with Asian 
nations— a sharp departure from prerevolutionary patterns.

Investment ties between Iran and continental Eurasia are also deepening, 
even as Western embargoes discourage commercial relations with the United 
States, Eu rope, and to some extent Japan. Italy signed a major $1 billion buy-
back deal for Darkhovin oil fi eld development in 2001, but most of the energy 
development deals since then have been concluded with Asia or Rus sia. Th e 
largest Ira ni an oil discovery of the past thirty years was made onshore in 1999 
at Azadegan, with potential production of 300,000 to 400,000 barrels per day 
for twenty years. In 2004 Japan obtained exclusive rights to develop the fi eld 
but refrained from pursuing the $2.5 billion project under pressure from the 
Bush and Obama administrations. After futile talks with France’s Total and 
Norway’s Statoil, Iran has more recently been negotiating with China and Rus-
sia on Azadegan oil development, as on South Pars gas development. Iran also 
concluded a twenty- fi ve- year, $100 billion agreement with China in 2004 to 
develop the Yadavaran oil fi eld, with options on 150,000 barrels of oil per day.

Iran and India also initialed a large- scale gas deal and pipeline project, 
on which New Delhi equivocated in the face of American pressure in 2008, 
amid price and security complications. After the Indian hesitation, Iran and 
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U.S. eff orts intermittently inhibited traditional Chinese support for Iran 
from mid- 2010.135 Overall, China has emerged in recent years as Iran’s most 
signifi cant economic partner and diplomatic protector, with that relationship 
likely to deepen in coming years.

Th e central problem for Ira ni an relations with Asia, including China, is 
precisely Tehran’s inclination to be a destabilizing petrostate, a stance seriously 
in tension with the predictability that Asia naturally desires as a high- volume, 
increasingly important consumer. Asia, however, does, on a more hopeful note, 
have the wherewithal to help alter the Ira ni an stance. A central reason for 
Iran’s standing as a destabilizing petrostate is precisely that it is highly energy 
ineffi  cient, for po liti cal reasons that are diffi  cult for existing leadership to fi -
nesse. Energy consumption there is 6.5 times the global average, per unit of 
GDP.136 And consumption has increased more than eightfold since the revo-
lution, substantially outpacing growth of GDP itself. Expanding domestic 
energy usage, legitimated by the egalitarian, resource- nationalist policies of 
the 1979 revolution, is badly constraining the growth of oil and gas export 
income, the country’s ticket to international autonomy, even as Western pres-
sures on Iran intensify in the context of the dispute over its nuclear policies.

Asia, particularly Japan, has state- of- the- art technology for improving en-
ergy effi  ciency, in broad sectors ranging from industrial pro cess controls to 
the design of home appliances. It also has pioneered energy- saving systemic 
innovations, such as expanded use of light rail in urban areas, as well as high- 
speed intercity rail transport. Railway systems are the great weakness of Ira ni an 
transportation— one that Northeast Asia is uniquely qualifi ed to address. 
China has already built an extensive subway system for Tehran, Iran’s capital 
and the city with the most pressing, energy- consuming urban transportation 
problems, just as Japan previously did for Dubai in the neighboring UAE.137 
Systematic Japa nese, Chinese, and Korean assistance in improving Ira ni an 
energy effi  ciency and transportation systems, in return for enforceable restric-
tions on Ira ni an nuclear development with potential military applications, 
could constructively be on the global policy agenda and could serve as a 
means of productively deepening intra- Asian ties, while simultaneously also 
contributing to world peace.

CONCLUSION

Over the preceding pages I have reviewed the domestic po liti cal economies 
of four important petrostates— Russia, Kazakhstan, Saudi Arabia, and Iran. 
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Th ese are all major energy- exporting nations, with critical prospective im-
portance to the Eurasian future. We have considered their domestic resource 
endowments, their interest- group structure, and their administrative con-
fi gurations, especially as those relate to energy policy, on the premise that 
subnational structure matters profoundly in orienting foreign policy, and ul-
timately in shaping the confi guration of international relations itself. We have 
also cata logued the resulting dispositions of these producer nations to sup-
port or resist deepening ties with the Asian consumers that are growing so 
important for them.

Th e sort of comparative analysis of petrostates undertaken  here is quite 
unusual in the scholarly literature. Others have surveyed individual petro-
states like Rus sia in detail.138 Still others have examined petrostates compara-
tively, with an eye to understanding their antidemo cratic propensities and 
the structural determinants behind that tendency.139 Yet few have considered 
the implications of domestic structure for foreign energy policy, especially for 
Middle Eastern, Central Asian, and Rus sian approaches to Asia, or the impli-
cations more generally of producer nation domestic structure for the stability 
of the international system as a  whole.

In looking at major petrostates comparatively, our principal fi nding is 
that they can be broadly divided into stabilizing petrostates and destabilizing 
petrostates. Th e stabilizing variety are generally smaller nations, such as the 
members of the GCC in the Persian Gulf, which have small populations, large 
resource endowments, and stable po liti cal systems. Saudi Arabia at the moment 
qualifi es— fatefully, for the international economy— although the future prog-
nosis is uncertain.

Destabilizing petrostates are larger nations, with substantial populations, 
that face major developmental and national security demands, placing serious 
consequent strain on government fi nances. Th ey are prone to promote sharp 
price increases or to engage in provocative political- military behavior that 
destabilizes energy pricing and supply pa ram e ters of the international po liti-
cal economy. Rus sia and Iran fall conspicuously into this category, as Sad-
dam Hussein’s Iraq once also did. Iraq today, as well as Kazakhstan, are in an 
intermediate classifi cation, yet have socioeconomic profi les such that they 
could easily evolve in the destabilizing direction also.

We have found, of course, important nuances of diff erence among the 
nations in each category. Saudi Arabia, by virtue of its size, population, and 
domestic institutional complexity, has greater prospect of moving from the 
stabilizing to the destabilizing category than do neighboring GCC petrostates 
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such as the UAE or Qatar— a Saudi Arabian transformation of that sort 
would clearly have catastrophic consequences for international aff airs. Such a 
change is inhibited, however, by islands of effi  ciency in the Saudi system, 
like Saudi Aramco, SAMA, and SABIC, whose po liti cal viability is rein-
forced by both the royal family and transnational backing.

Among the current destabilizing petrostates, geopo liti cal considerations 
and domestic structure may well inspire Rus sia to a more proactive, disruptive 
role in international energy aff airs than Iran, unless off set by a countervailing 
reset in international relations with Rus sia. Th ese factors also conversely cre-
ate counterintuitive possibilities for deepened international cooperation with 
Iran, based on energy effi  ciency, that have rarely been explored. Such ineffi  cien-
cies are now deeply rooted in the Ira ni an po liti cal economy, exacerbated by 
Ahmadinejad’s pop u lism, and could be signifi cantly ameliorated by Asian 
technical assistance, in both mass transit and energy effi  ciency, presumably 
after a nuclear settlement.

Internal diff erences among petrostates in incentive structure also seem con-
sequential to their prospects for embracing the consuming nations of Asia, in 
a broader political- economic entente. Rus sia, for example, seems structurally 
oriented toward Eu rope, with vast pipeline networks to the west already 
embedded, and seeing leverage over Eu rope as central to enhancing its global 
role. Its trading patterns tend to follow this logic. Moscow also fi nds it insti-
tutionally and psychologically diffi  cult to fully appreciate the im mense emerg-
ing market and geopo liti cal potential that Asia presents, or to marshal the 
considerable resources needed to exploit it.

Iran, by contrast, cast off  many of its Eu ro pe an linkages in the 1979 
 Islamic revolution, and has stronger traditional ties with Asia. It also has, in 
its chronic energy ineffi  ciencies, important functional reasons for rapproche-
ment with Asia that could be deeper than those of Rus sia. Over the past 
three de cades, it has grown strikingly more interdependent with Asia, espe-
cially China, its largest trading partner, due to energy complementarity.140

A fi nal theme, comparing our four petrostates and relating to the conclu-
sions of Chapter 3, is that most of these nations have been profoundly reshaped 
over the past generation by critical junctures that have re oriented them more 
intimately toward Asia than previously. For Kazakhstan, the shift— the col-
lapse of the Soviet  Union— was particularly dramatic and substantive. Before 
1992 it had little relation to China, yet now over 200,000 barrels of oil daily 
are pumped from the perimeter of the Caspian to the vicinity of Shanghai, 
and other political- economic ties with the PRC are steadily deepening as 
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well, encouraged by national leadership. For Iran, the critical juncture of the 
1979 revolution was fateful in political- military as well as economic terms— 
the country shifted dramatically, from being a proxy state for the United 
States under the shah to being a close associate of Rus sia, China, North 
Korea, and other destabilizing powers today. Even for Rus sia, a critical junc-
ture introduced fateful new dimensions— Moscow under Putin has proved 
to be far more strategic in dealing with Asia than it had previously been, as 
demonstrated both by nationalization of the Sakhalin II project in which 
Mitsubishi and Mitsui held a central share, and by simultaneous pragmatic 
discussions between METI and Gazprom regarding technical cooperation.

Th e one major petrostate we have surveyed that has not as yet undergone a 
truly wrenching critical juncture is Saudi Arabia. Its nationalization of Ar-
amco in the mid- 1970s ultimately produced fundamental change in the 
global po liti cal economy of energy distribution, but did not substantially 
off set domestic Saudi politics. Riyadh’s relations with the broader world are 
remarkably similar to those of a generation ago. Th e Seven Sisters no longer 
dominate Aramco, but prominent Saudi engineers still attend Texas A&M 
or Colorado State. Th e foreign minister is a Prince ton alum. At the level of 
human networks, at least, Saudi Arabia appears to have changed less than 
elsewhere, and technocrats, rather than politicians, hold sway, at last in their 
isolated islands of effi  ciency. Yet demographic and po liti cal pressures are ris-
ing, and whether the conservative ulama and an effi  cient security police force 
are enough to inhibit their advance into eco nom ical ly critical globalized sec-
tors like energy remains unclear.

In all the petrostates, the one clear constant is the energy logic born of 
Asia’s remarkable and continuing growth. Asia, with every passing day, is 
becoming a more and more important market for these producers, even as 
the producers themselves grow affl  uent, consumption oriented, and desirous 
of the energy effi  ciency technologies, not to mention the cost- eff ective manu-
factures, that Asian energy- consuming nations have at their command. Asia’s 
need for producer hydrocarbons still has a long way to go, given the still- low 
rates of per capita demand in the emerging Asian giants, while the absorptive 
capacity of the petrostates for Asian manufactures is likewise substantial. 
Still, in a globalized world, these consumers too have multiple options. It is 
to their domestic structures, and to what these crucial, if subnational, con-
fi gurations mandate for energy geopolitics, that we now turn.
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Th e major producing nations of the Middle East and the former 
Soviet  Union, as we have seen, are a distinctive set of petrostates— 
heavily dependent on hydrocarbon exports, energy ineffi  cient, intent 
on diversifying, authoritarian, and increasingly oriented to the East. 
Th e world may be globalizing and fl at, in its fi nancial and industrial 
dimensions, but in energy geographic logic still matters. Dealing in 
oil and gas with neighbors is often easier than working with those 
who are continents removed, if the underlying producer/consumer 
relationships are complementary. And for Eurasia’s producers— 
concentrated in the Land of the Two Seas (the Persian Gulf and the 
Caspian)— the most attractive emerging markets are remarkably 
close by.

In this chapter, I review the major national markets across Asia 
with which the petrostates of the Middle East and the former Soviet 
 Union must deal: China, Japan, India, and South Korea. All share a 
crucial common feature: chronic energy insecurity. Two of them— 
the more mature economies, Japan and Korea— have virtually no 
domestic oil and gas. Th e other two— China and India— struggle 
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(India) and closer than most other potential suppliers to the other three. For 
Eu rope and the United States, the Gulf is much farther away, and the incen-
tives of Western fi rms to distribute Gulf oil are much weaker than they tradi-
tionally  were, since the nationalization of their Gulf production facilities in 
the 1970s.

Th e PRC has somewhat lower reliance on the Persian Gulf than Japan and 
Korea, which are U.S. allies (Figure 6.1). Africa in par tic u lar does have some 
appeal for China on geopo liti cal grounds, as it aff ords diversifi cation of sup-
ply away from a volatile Middle East, toward areas where Chinese po liti cal 
infl uence is greater. Yet Africa’s reserves cannot compare with the Gulf ’s, and 
that continent is considerably more distant. In the long run, the interdepen-
dence of all of Asia’s consumers with the Land of the Two Seas—the Persian 
Gulf and the Caspian—must inevitably deepen.

THE DEEPENING CONTINENTAL DIMENSION

Th ere are also increasing prospects that the overland dimension of Asia’s 
energy relationship with the Gulf— and also the Soviet successor states— will 
deepen, drawing those areas into a more intimate mutual embrace. Indeed, 
following Asia’s rapid recovery from the 2008 global fi nancial crisis during 
2009– 2010, land- based interdependence rapidly intensifi ed, driven by a com-
pletion of new pipelines from Turkmenistan, Kazakhstan, and Rus sia, among 
others, to China. Pipelines provide diversifi cation, and greater security of 
supply— especially for nations like China that are ner vous about American 
dominance in the energy sea lanes.

As the geo graph i cal locus of energy demand within China itself shifts west-
ward, as Indian growth accelerates, and as energy prices rise, the economic 
logic of transcontinental pipelines also intensifi es. In contrast to other major 
industrialized regions of the world— Europe and North America— pipelines 
have never been a major feature of the Asian regional energy equation. Th e 
emergence of a full- fl edged Asian energy grid, most probably focusing on 
natural gas, would thus be a major new political- economic development, likely 
to intensify and solidify the new continentalism.

A fi nal broad commonality among the four major Asian consumer nations 
lies in the corporate area and in linkages to government- business relations. 
All four have institutions for trading and developing oil and gas that system-
atically reduce market risk.2 Japan, Korea, and India have powerful indus-
trial groups that can comprehensively handle complex export, import, and 
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and po liti cally with the broader world.5 In this respect, China is far more 
fortunate than Rus sia, for example, which although a heartland power is 
largely landlocked, or Japan, whose peripheral island location consigns it 
to inevitably being a sea- based power, with limited potential for infl uence 
on land.

Taken together, China’s underlying demographic and geopo liti cal circum-
stances naturally suggest a profound future impact on the global po liti cal 
economy. Certainly this is predictable with respect to energy, a fi eld where 
income growth, rising per capita consumption, and population scale all lever-
age one another, and where Chinese circumstances are unusual in all three 
respects. Yet the truism can easily be distorted or misunderstood.

To say that current Chinese circumstances, or emerging trends, will have 
broad, momentous future impact is not to say either that Beijing will directly 
dominate beyond its borders or even that it will necessarily attempt to do so. 
Th e PRC’s soft power may also be limited.6 Many of the key implications of 
Chinese growth and rising affl  uence will, in short, be indirect and often 
unintended within China. It is what the Chinese do for domestic reasons, as 
their global shadow lengthens, that could exert the most fateful international 
impact. Certainly unintended consequences of this sort may substantially 
contribute to the building of a transcontinental Eurasian energy relationship, 
since well over half of the distance from the Caspian Sea and the Persian 
Gulf to Beijing and Shanghai lies within Chinese borders.

Across China’s remarkable 6,000- year history, national unity and stability, 
together with economic survival, have been the three impulses classically galva-
nizing Chinese leadership.7 When Chinese leaders have commanded the re-
sources needed to act, they have typically done everything possible to ensure 
these elemental ends, which traditionally determine their ultimate standing 
in the scales of Chinese history. And the meteoric growth of the past three 
de cades, since Deng Xiaoping unveiled the Four Modernizations of 1978, 
have assuredly given both China’s government and its citizens the resources 
to pursue their classical national goals— not to dominate the world, or even 
to enhance China’s power abroad, but fi rst and foremost to ensure harmony 
and prosperity at home.

a primary impulse: ensuring domestic harmony and prosperity

What then do ensuring unity, stability, and prosperity mean concretely for 
China itself, at the dawn of the twenty- fi rst century? Most important, they 
mandate sustaining economic growth suffi  cient to keep unemployment down 
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and government revenue up. Infrastructural spending is a priority tool for 
achieving both, as manifest in the 2008– 2009 global fi nancial recession, at 
the onset of which China promptly announced one of the largest Keynesian 
stimulus packages in history, totaling nearly $600 billion.8 Ensuring adequate 
export opportunities is obviously another national imperative, albeit one of 
slowly declining importance, as the Chinese domestic economy itself grows 
in relative size. Even reliance on the U.S. market, traditionally crucial, is of 
declining relevance, with the share of Chinese exports going to the United 
States peaking in 2002, as opportunities elsewhere in the world continued 
to rise.

In ensuring stability, unity, and even prosperity, the unsettled circumstances 
of China’s periphery— precisely the areas that connect the PRC overland to 
other sections of the Silk Road— loom large. Neither Xinjiang nor Tibet, ad-
joining Central Asia and India respectively, have clear Han majority popula-
tions, nor long histories of settled Beijing dominance. Both have proud local 
populations with rich histories of their own and a fear of seeing their long- 
standing identities submerged in a unitary, monocultural China, however 
dynamic and prosperous that sprawling unit might be. Th ese fears collide 
head on with a resurgent China’s renewed aspirations for unity and stability; 
sentiments on both sides are growing ever stronger as China’s rapid growth 
continues.

Th us, for primarily domestic reasons— to safeguard stability and to deepen 
national unity— China has embarked on an ambitious program of deepening 
domestic linkages to its restive western and southern peripheries. Th e core has 
been the Open the West Program (xibu da kaifa), directed at deepening cen-
tral access to and control over Xinjiang and Tibet. Th e following pages de-
scribe these primarily domestic eff orts and then outline the fateful international 
contribution to the building of a more integrated Eurasia, which they entail.

domestic cause and global consequence: china’s western policies 
and the emergence of the new silk road

The frontiers of China are moving, even if its boundaries are not.
—Indian Defense analyst, IDSA, New Delhi 9

Kashgar, in the far southwestern reaches of Xinjiang, was once a key way sta-
tion on the classic Silk Road. For centuries it was impossibly distant from 
China’s eastern centers of power, and the pathways for reaching them  were 
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of Kashgar, with little relation to Chinese authority until barely a century 
ago, concede only ambivalent allegiance to Beijing even now.11

In June 1999, during a major policy speech at Xian, the ancient Tang dy-
nasty capital, a thousand miles to the west of Beijing, President Jiang Zemin 
announced a campaign called Open Up the West. Its central purpose was 
emphatically to improve infrastructure between eastern China and the west-
ern borderlands, especially Xinjiang, whose name, attached by the Ching in 
the late eigh teenth century, literally means New Frontier.12 Four years later, 
Jiang’s successor, Hu Jintao, reaffi  rmed the western development policy. And 
he threw sharply expanded resources behind it, drawn from the fruits of 
China’s explosive growth, to redress internal income in e qual ity, while also 
securing the borderlands.

During late 2008, in an aggressive eff ort to mute the domestic eff ects of the 
global fi nancial crisis, Hu’s administration expanded spending on infrastruc-
ture still further, concentrating new countercyclical funds, once again, in 
road, rail, air, and pipeline links to the West. High- speed rail connections, 
provincial airports, and long- distance pipelines— all domestic, but with 
broader continental implications— were among the special priorities.13 Dur-
ing 2009– 2010, following ethnic riots in Xinjiang that left over 200 people 
dead, China’s central government announced an additional plan to spend over 
$100 billion in the West on railroads, airports, power grids, and other infrastruc-
ture. It also designated the West as the bedrock of China’s energy programs.14

Chinese Domestic Drivers of Continentalism
Th us, as we shall see, China is aggressively building infrastructure westward 
from its east coast for a variety of domestic reasons, aided by technical devel-
opments such as high- speed rail and ultra- high voltage (UHV) power trans-
mission.15 Th ese eff orts are indirectly yet fatefully promoting continentalism: 
transforming the po liti cal economy of Eurasian regional development far 
beyond China itself. Hormuz and the Caspian are coming closer to Shang-
hai, because China’s domestic imperatives are driving the Beijing authorities 
to cover the two- thirds of that distance lying within their borders, so as to 
connect Shanghai and Kashgar— however culturally, eco nom ical ly, and in-
deed geo graph i cally removed those two spots, at opposite ends of China, may 
be from one another. Chinese leaders, in short, are even now inadvertently 
forging the sinews of a more integrated Eurasia in the course of dealing with 
their own challenges of domestic cohesion and development.
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Asia’s Energy Platform
Th is inadvertent Chinese domestic catalyst for Eurasian continental integra-
tion has a long pedigree— a set of aspirations for Chinese internal modern-
ization reminiscent of late- nineteenth- century America that date back at 
least to Sun Yat- sen. Sun, in 1922, published Th e International Development of 
China, in which he argued that the post– World War I foreign powers should 
invest in his country’s western regions for economic reasons, to create the 
huge Chinese market that they desired ultimately to ser vice.16 In the 1960s, 
Mao Zedong made a diff erent yet parallel plea, contending, in his Th ree 
Front Strategy, that China’s interior provinces should be developed as a strat-
egy for national defense.17 Deng Xiaoping also supported Western develop-
ment, but in the context of a broader “two overall situations” approach. Th is 
placed priority fi rst on support to the coastal areas of China, due to their 
stronger prospective export competitiveness in the early stages of the Four 
Modernizations, before then turning westward.

Th e intellectual basis for the Open Up the West campaign of recent years 
was laid by Hu Angang, director of the Research Institute on National Con-
ditions and a distinguished academic at Tsinghua University in Beijing.18 
Hu authored or coauthored a series of studies on China’s regional disparities, 
which he contended  were seriously deepening during the 1990s, after a respite 
during the 1978– 1990 period. Hu stressed an economic gap between eastern 
and western China, in par tic u lar, that he argued was so excessively large that 
it should not be allowed to grow further.19 Indeed, Hu found that gap to be 
even larger than those prevailing in the disintegrating polity of Yugo slavia, 
whose economic model Chinese scholars and policymakers had traditionally 
followed with great interest. Hu stressed that while the market’s role was to 
safeguard effi  ciency, that of government was to realize equality and justice, 
particularly in the western regions, where aggrieved and restive ethnic mi-
norities  were concentrated. Preferential support of the West needed to be car-
ried out, Hu argued, through fi nancial transfers and extensive construction, 
supporting the weaker and more remote provincial units.

Jiang Zemin reportedly bought Hu’s big- picture intellectual argument and 
linked it to his own legacy: the notion of a historic, far- sighted national policy 
shift appropriate to the coming of the millennium, the transition to new 
leadership, and also China’s expected World Trade Or ga ni za tion (WTO) ac-
cession.20 Long Yongtu, chief WTO negotiator, echoed the latter theme: 
Only if western China  were allowed to march toward the world would it be 
able to establish an adequate development mentality, to absorb the infl ow of 
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was also po liti cally attractive in Beijing, for the renewed raison d’être that it 
gave conservative forces. Th e CCP and state investment, in par tic u lar, played 
much greater roles in lagging areas like Xinjiang than in more attractive areas 
on the east coast, where market forces and overseas Chinese investment held 
sway.27

Xinjiang as a Continentalist Growth Pole?
In March, 2010, the State Council announced strategic plans for Xinjiang to 
achieve “leapfrog development and lasting stability,” announcing a package 
of mea sure to both boost the local economy directly, and to encourage greater 
investment in both public ser vices and peoples’ livelihood programs.28 A 
central element was a “pairing assistance” program, that mobilized 19 affl  uent 
provinces and municipalities on China’s east coast to invest more than 3 bil-
lion yuan (over $466 million), and to carry out 150 pi lot projects in the region.

Th e 19 local- government aid providers, including prominently Shanghai 
and Guangzhou, have made a ten- year commitment, and agreed to invest 66 
billion yuan ($10.15 billion) between 2011 and 2015.29

Supported also by accelerated central- government infrastructure spend-
ing, which will bring high- speed rail and expanded international airports to 
China’s western borderlands by 2014, Xinjiang’s GDP in 2011 was outpacing 
the national average by nearly 2 percent annualized, and foreign trade be-
tween Xinjiang and the world was growing explosively as well.30 China South-
ern Airlines has made Urumqi International Airport a passenger and cargo 
hub for trans- continental fl ights from Guangzhou to Istanbul, Teheran, Novo-
sibirsk, Dubai, and Islamabad, with a dedicated terminal freshly built, while 
Urumqi in September, 2011 also inaugurated an annual China- Eurasia Expo.31 
Th e city is also expanding its export- processing zone, in cooperation with 
Turkish, Ira ni an, and Chinese partners, to provide halal- observant pro cessed 
food products and other specialities for export to the broader Islamic world. 
Kashgar, nestled near the Kyrgyz, Tajik, and Pakistani borders along the his-
toric Silk Road, is taking similar steps to strengthen its continentalist ties, as 
are the 29 border crossings connecting Xinjiang with six surrounding Eur-
asian nations.32

Tibetan Development and New Southward Continental Linkages
Like Xinjiang, Tibet is literally one of the last frontiers for Beijing dominance 
in the entire PRC. Located at China’s extreme southwestern periphery, Tibet 
occupies fully one- sixth of the PRC’s entire land area, with a population that 
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remains less than 10 percent Han Chinese.33 Beyond the Himalayas, of course, 
lies teeming India, growing at over 8 percent annually, and soon to surpass 
China as the most populous nation on earth. Tibet’s own total population, 
however, remains less than 3 million— or less than one- four hundredth that 
of China as a  whole. Tibet’s current indigenous majority could thus easily be 
overwhelmed by Han in- migration from China proper.

Infrastructure clearly plays a key role, as in Xinjiang, in uniting Tibet more 
closely with the rest of the PRC, and thus indirectly in connecting China itself 
to regions beyond. Th e fi rst step in recent years came with the building of the 
Qingzang railway, connecting Xining, in Qinghai Province, to Lhasa, the 
capital of Tibet.34 A remarkable feat from an engineering standpoint, the 
Qingzang is the world’s highest railway track, running as high as 16,600 feet 
above sea level, much of the way over permafrost, and providing both oxygen 
and ultraviolet radiation protection to each passenger. Construction involved 
more than 20,000 workers and over 6,000 pieces of industrial equipment, 
with the fi nished railway line being inaugurated by President Hu Jintao him-
self on July 1, 2006.35

Although intended initially to draw Tibet closer to China proper, the 
Qingzang railway and related infrastructure across Tibet will also ultimately 
deepen China’s links with South Asia as well, potentially increasing still fur-
ther an explosively growing transnational economic relationship that already 
involves well over $60 billion in annual trade, up more than twentyone fold 
since 2000.36 In April 2008, the Chinese announced, with Nepalese concur-
rence, an intention to extend the railway from Lhasa to Khasa, on the Nepal-
ese border, by 2013.37 Another line will extend from Xigaze, Tibet’s second 
city, to Yadong, also on the Indian border.38 From those border posts, railway 
lines would presumably connect to parallel infrastructure extending north-
ward from India, augmenting other direct linkages between China and India 
across the Himalayas. Economic exchanges have thus far been limited by the 
absence of easy land transport links, even though Nepal shares an 875- mile 
border with China. Th at infrastructural constraint on interdependence, 
however, is steadily eroding.39

Deepening Continentalist Ties with Southeast Asia
China’s continentalist relationships are also deepening rapidly with South-
east Asia. PRC trade with the ten nations of ASEAN qua dru pled between 
2003 and 2008, from $59.6 billion to $192.5 billion, following the November, 
2002 agreement among the eleven countries to establish a free- trade area by 
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2010. Th e FTA was formally established, on schedule, on January 1, 2010, 
together with a parallel arrangement between ASEAN and India. Trading 
relations among all parties have continued to grow rapidly, with those along 
China’s land borders, particularly Laos, Vietnam, and Myanmar, being espe-
cially dynamic. Chinese trade with these three continental neighbors grew 
over the fi rst de cade of the twenty- fi rst century (2000– 2010) by 26, 12, and 7 
times respectively, while it grew by only 5.7 and 5.3 times respectively with 
more distant and maritime Indonesia and Singapore.40

As in Chinese relations with Central Asia and Pakistan, infrastructure 
is a key aspect of deepening economic ties. Major oil and gas pipelines are in 
progress across Myanmar, connecting the Bay of Bengal with China’s Yun-
nan province.41 China is investing heavily in Burmese electric- power infra-
structure. In the context of its domestic regional development schemes, the 
PRC has designated Guangxi, bordering on Vietnam, as a free cross- border 
renminbi settlement trial location, to expand trade cooperation, strengthen 
investment, and promote the development of coastal high- tech and modern 
ser vice industries.42 And high- speed rail lines are under construction across 
Vietnam, Cambodia, Laos, and Th ailand from Nanning to Singapore,43 and 
also across Laos and Th ailand from Kunming to Singapore, to be completed by 
2015.44 China’s continental ties are thus expanding steadily across its land bor-
ders to the south, as well as to the north, the west, and to the southwest.

enhancing energy security abroad

Chinese domestic stability imperatives are thus a signifi cant contributor, 
however little noticed, to the rapid emergence over the past two de cades of 
Eurasian energy interdependence. Th ere are, however, natural national secu-
rity concerns, including energy security, that are more directly international. 
After all, since 1993 China has rapidly emerged as a large- scale oil importer— 
bringing in nearly six million barrels per day by the end of 2010.45 And since 
2007 the PRC has become a signifi cant importer of both piped and liquefi ed 
natural gas (LNG) as well.46

China’s energy- security problem is subtly diff erent from that of Japan and 
South Korea. Th e United States, after all, dominates the sea lanes to the Per-
sian Gulf and points beyond, from whence most of China’s oil and gas derive. 
And China, unlike its two Northeast Asian neighbors, is in no sense a clear- 
cut U.S. ally. China’s energy import demand is also growing much more 
rapidly than theirs, making the securing of supplies much more urgent than 
for its neighbors.



Energy- Insecure Asian Capitalist Consumers164

China is taking fi ve major domestic steps to enhance its energy security, 
which in turn deepen its political- economic ties with Eurasian continental 
producer nations. First, the PRC is working actively to enhance the equity oil 
share of its imports, by aiding national champions like China National Pe-
troleum Corporation (CNPC) and Sinopec in their global acquisitions.47 In 
doing so, it is also enhancing national control of the value chain, including 
refi ning, along which oil and gas proceeds from oil fi eld to consumer.48

CNPC and Sinopec, for example, have signed contracts with Iran to develop 
that country’s North Azadegan and Yadavaran oil fi elds. Meanwhile, in July 
2009, CNPC also won a bid to develop the Rumalia oil fi eld in southern Iraq, 
one of the country’s largest.49 Overall, China’s overseas equity oil production 
grew almost 8 percent in 2008, representing 29 percent of China’s total oil 
production at the end of that year.50 CNPC alone was active in twenty- nine 
countries.

A second Chinese initiative to enhance energy security has been to inten-
sify downstream investment ties with foreign energy fi rms, thus giving these 
companies a more direct corporate stake in supplying China with both crude 
oil and refi ned products. ExxonMobil, for example, recently partnered with 
Sinopec, Saudi Aramco, and Fujian Province to build China’s fi rst integrated 
oil- refi ning and petrochemical facility involving foreign participation.51 More 
than $4.5 billion was invested in the complex, built to produce 240,000 
 barrels per day of transportation fuels, ethylene, and other refi ned products.52 
Completed in late 2009, the project supplies over 750 ser vice stations and 
other terminals in Fujian province.53 In 2006, Sinopec and Kuwait Petro-
leum Corporation have also built another $5 billion oil refi nery and ethylene 
plant near Guangzhou.54

China has likewise encouraged its own national champions to acquire re-
fi nery stakes in other countries. Petrochina (CNPC), for example, purchased 
a $1 billion stake in Singapore Petroleum. In June 2009 it also received ap-
proval to acquire 49 percent of Nippon Oil’s Osaka refi nery in Japan.55

A third Chinese energy security initiative has been to expand the national 
strategic petroleum reserve, originally created in 2001. Under phase 1 of this 
program, completed in 2009, China stockpiled 103 million barrels of oil, 
or twenty- fi ve days’ supply at current consumption levels. Under phase 2, 
completed in 2011, capacity was raised to a total of 270 million barrels. Th is 
complemented the 300 million barrels of currently existing commercial crude 
oil storage capacity in the PRC, with much of the stockpiled oil naturally 
fl owing from the Middle East.





Energy- Insecure Asian Capitalist Consumers166

parallel crude oil pipeline during 2007. Also in 2006, China inaugurated its 
fi rst transnational oil pipeline, a 200,000 barrels per day energy link extend-
ing 620 miles across the border, between Atasu in Kazakhstan and Alashankou 
on the Chinese side. In December 2009, the fi rst phase of the East Siberia- 
Pacifi c Ocean pipeline was fi nished, delivering 300,000 barrels per day of 
crude oil to the Chinese border and ultimately, through Chinese domestic 
pipelines, to refi neries in Daqing.

Gas pipelines have also proliferated, building on rising energy demand 
within the PRC, and the new transportation economics created by the origi-
nal West- East Pipeline of 2004. Using government economic stimulus funds, 
generated to fi ght the global fi nancial crisis of 2008, CNPC has built a sec-
ond west- to- east trunk gas pipeline, at a cost of over $10 billion, with more 
than twice the capacity of the 2004 version.57 Th e Chinese portion of the 
new line spans spans more than 4,000 miles from the Sino- Kazakh border to 
Guangzhou, and became fully operational in June, 2011, several months 
ahead of schedule.58 Th is domestic line links up with the massive Central 
Asian Gas Pipeline, running from Turkmenistan’s im mense South Yolotan 
gas fi elds 1,440 miles across Uzbekistan and Kazakhstan into China, which 
was inaugurated by Hu Jintao and Turkmen President Berdimuhamedov in 
December 2009.59

Figure 6.3: International pipelines to China.

Completed pipeline
Pipeline under discussion





Energy- Insecure Asian Capitalist Consumers168

Ambitious expansion of superhighways helping to integrate the continent 
is also underway, with Chinese domestic expansion once again serving as 
catalyst. In 2005, the PRC’s National Expressway Network Plan was autho-
rized, providing superhighways connecting all large and medium- size cities in 
China by 2020, to create a nationwide superhighway network totaling 53,000 
miles in length.67 Already China’s Highway 310 connects Lianyungang Port 
on the east coast with Khorgos, nearly 3,000 miles away on the border of 
Kazakhstan. Highway 312 similarly connects Shanghai to Urumqi, the larg-
est city in Xinjiang, at the edge of Central Asia, via the Gobi Desert.68 Th is 
Chinese domestic highway network is, like high- speed railway expansion, 
giving a powerful infrastructural jump start to Eurasia’s deepening continen-
tal interdependence, while also providing it with a massive potential feeder 
network from the populous East (Figure 6.5).

Figure 6.4: China’s ambitious high- speed rail network.
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Little more than a de cade after these feasibility studies  were completed, 
China’s West- East Pipeline was a reality, in 2004. It emerged, however, under 
PRC governmental auspices, subsidized by the state to provide both energy 
and employment, while also enhancing national cohesiveness. For parochial 
reasons of domestic energy security, China thus became a powerful catalyst 
for larger transnational schemes that are bringing Eurasia together, through a 
pro cess driven powerfully, if indirectly, by the PRC’s remarkable economic 
growth.

China is a player sui generis in the po liti cal economy and geopolitics 
of Eurasian energy, with four defi ning characteristics— huge population, 
low per capita energy consumption, rapid economic growth, and central 
geo graph i cal location within the continent as a  whole. Th e PRC is emphati-
cally a heartland state— one with even more favorable geopo liti cal prospects 
for the twenty- fi rst century than Rus sia, the classic heartland nation, has 
ever enjoyed. China may not have strongly expansionist pretensions. Yet its 
explosive economic growth is nevertheless generating new continentalist 
political- economic realities across Eurasia, which have fateful implications 
for international aff airs.

For its own domestic reasons, the Chinese national government is, amid 
the rapid growth of the past generation, becoming strongly assertive about 
national unity, stability, and welfare. And it has the resources to vigorously 
pursue these goals. Concretely, pursuit of national unity and stability has 
come to mean asserting stronger dominion over what have traditionally 
been borderlands with tenuous ties to Beijing— Xinjiang and Tibet. Both are 
home to proud and venerable civilizations, and peopled primarily by non- 
Han ethnic groups, so the pro cess of asserting Beijing’s dominance and en-
hancing the role of local Han residents has been a delicate proposition for all 
concerned.

A major part of Beijing’s domestic strategy for integrating Xinjiang and 
Tibet— invested with macroeconomic attraction as well in periods of eco-
nomic crisis— has been large- scale infrastructural spending. Th e central 
government has spent massive amounts on highways, railways, telecommu-
nications networks, power grids, and pipelines— all intended to make China 
a more coherent  union. Since 2000 there has been a particularly strong infra-
structural emphasis on Xinjiang and Tibet, which has accelerated still fur-
ther since 2008.71 Yet this pro cess of national infrastructure building has 
generated fateful, unanticipated international consequences as well— deepened 
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political- economic ties with Central Asia, the Middle East, and Rus sia that 
lay the basis for a stronger Eurasian continentalist cast in world aff airs.

India: Rising Energy Player of the 

Coming De cade

Current political- economic analysis in the West of global energy issues 
 focuses heavily on China’s powerful impact on world supply, demand, and 
prices. While this is by no means to be depreciated, it is incomplete and in 
some ways myopic. Asian energy demand has two powerful national en-
gines, with India rising steadily in importance. In the geopo liti cal calculus 
also, India’s shadow is lengthening and will likely continue to do so for de-
cades to come.

Th e underlying demographic equation of India, making its energy and en-
vironmental future so fateful for the world, is fundamentally similar to that of 
China. India has a huge population, second only to that of the PRC and to-
taling well over 1.2 billion in early  2012.72 By 2025, that population is ex-
pected to be the largest in the world.73 India’s people, however, remain 
generally poor, with a per capita income, in purchasing power parity terms, 
of only $3,500 per year. Per capita energy consumption, accordingly, remains 
low, at less than one- third the global average, or only one- fourteenth that of 
the United States.74 Many Indians do not yet have the income to consume 
large amounts of energy, or to buy the goods that might indirectly infl ate 
such consumption.

Th ose demand- inhibiting circumstances, however, are beginning to change. 
India’s population, fi rst of all, is growing rapidly— much more rapidly than 
China’s. India’s birth rate in 2011 was nearly 21 per 1,000— almost double 
that of the PRC.75 India’s population is also substantially younger (Table 6.1), 
with a median age nine years less than in China. Given these contrasting 
demographic trends, India is likely to become the most populous nation in 
the world within a generation, decisively eclipsing the PRC.

While growing more populous in coming years, India is also likely to 
become more affl  uent. As the foregoing fi gures suggest, it starts from a signifi -
cantly lower base than China, in terms of per capita GDP and energy con-
sumption, and also from a lower rate of national economic growth. Yet there 
are strong reasons to believe that India’s per capita income will rise substantially 
and its population as well. Th e country’s GDP growth in 2010 reached 10.4 per-
cent, and has averaged 7.8 percent since 2008, based on strong competitiveness in 
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ser vices, including health care. Th ese sectors are expanding on a global basis 
and are likely to sustain rapid growth, rising affl  uence, and greater energy 
consumption within India also.

Social transformation inside India itself, notably the rapid expansion of the 
middle class, will reinforce these other trends. Currently the middle class— 
households with disposable incomes ranging from 200,000 to 1,000,000 ru-
pees per year— comprises at least 50 million people, or around 5 percent of 
the population, although there are a variety of estimates.76 By 2025, accord-
ing to Deutsche Bank, a continuing rise in personal incomes will spur a tenfold 
expansion in this pivotal group of consumers, enlarging the middle class to 
about 583 million people, or 41 percent of the overall Indian population.77 
Discretionary spending as a share of total income will also rise, by McKinsey’s 
projections, from 52 to 70 percent of total private spending. Th is combined 
dynamic will open the way for sharply accelerated purchases of automobiles 
and consumer durables, naturally leading to major subsequent increases in 
energy consumption.

Infrastructural improvements— new roads, airports, and railways— will 
also stimulate Indian energy consumption, as well as closer ties between India 
and its continental neighbors. Th e country already has a vast network of na-
tional highways, covering more than 40,000 miles, but most are poorly paved 
and crumbling. Th e government recently launched a nationwide initiative to 
upgrade those highways, centering on the Golden Quadrilateral project, now 
virtually complete. Th e new network will connect India’s four largest cities– 
New Delhi, Kolkata, Chennai, and Mumbai— with four- to six- lane ex-
pressways, forming a semi- quadrilateral confi guration.78 India already 

Table 6.1. Latent Future Energy Demand Prospects?

Median 
Age

Age 
Span, 
0– 14 

(percent)

Population 
Growth 
(percent)

Birth 
Rate (per 

1000 
people)

Urban 
Population 
(percent)

GDP per 
Capita: 

PPP

Energy 
Demand 

per Capita 
(Kg)

India 26 29.7 1.3 20.9 30 $3,500 545
China 35.5 17.6 0.5 12.3 47 $7,600 1,598

Sources: Central Intelligence Agency, Th e World Factbook; and World Bank, World Development 
Indicators.  http:// devdata .worldbank .org .
Notes: (1) Birth rates are live births/1000 population; (2) 0– 14 indicates an age span, in years; 
(3) Energy demand fi gures are per capita annual consumption, expressed in kilograms of oil 
equivalent, for 2008.
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maintains a Golden Quadrilateral railway system similar to its emerging 
highway complex, which carries 65 percent of India’s freight traffi  c and 55 
percent of its passengers.79

Energy consumption is thus likely to expand sharply across India over 
the coming years, as that in China has already done. China’s fi nal energy 
consumption during the two high- growth de cades following the Tiananmen 
crisis (1990– 2007)  rose 88 percent.80 Th e International Energy Agency’s (IEA) 
forward projections for Indian energy consumption over an equivalent time 
period (2009– 2030) are for a comparable increase of 88 percent.81

india’s deepening ties with the asian and eurasian petrostates

Relative to the other three major energy consumers of Asia, India’s existing 
ties with the petrostates— particularly Iran, Saudi Arabia, and Russia— are 
particularly strong and venerable. Historical, po liti cal, and economic factors 
are all at work.  Here I review reasons for these enduring Indian petrostate 
ties and consider how they contribute to the emergence of the New Silk Road 
itself.

History looms especially large between India and the rest of Asia, with 
underlying religious affi  nities being a key connector. Buddhism, of course, 
was born on the Indian subcontinent and made its way eastward to China via 
Central Asia, and ultimately to Japan and Korea.82 Islam also has a venerable 
relationship with India, predating even the Muslim conquests of the seventh 
and eighth centuries. Today nearly 15 percent of the Indian population, or 
over 160 million people, are Muslim— the largest minority Islamic population 
in the world, and the third largest national community of Muslims anywhere, 
after those of Indonesia and Pakistan.83 Th ree former presidents of India, 
numerous former ministers, and CEOs of such prominent fi rms as the infor-
matics leader Wipro are Muslim.

It took 700 years for Islam to penetrate India— more by suasion than by 
force. Islamic rulers  were common in India, beginning with the Delhi Sul-
tanate of the twelfth century and continuing with the Mughal Empire (1526– 
1858). Th ere  were, accordingly, defi nite secular benefi ts to be had traditionally 
by being Muslim. Yet many Islamic rulers of India, including Akbar the Great, 
 were tolerant of Hinduism and not insistent on conversion. Under this liberal 
yet alluring incentive structure, Islam gradually spread across the subconti-
nent and retains a substantial, moderate, and often fi rmly rooted presence 
in India today, especially in Assam, Uttar Pradesh, Kerala, and Bihar, where 
Muslims constitute well over 15 percent of the local population.
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Long- standing Islamic ties retain practical relevance for India 
internationally— reinforcing relations with fundamentalist Middle Eastern 
oil producers, in par tic u lar. Th ey appear, for example, to have recently eased 
New Delhi’s relations with Saudi Arabia, otherwise complicated by India’s 
close ties to Israel, and by the bitter Kashmir standoff  between India and 
Pakistan. In January 2006, Saudi Arabia’s King Abdullah was guest of honor 
at India’s Republic Day celebrations, bringing with him a 200- member dele-
gation and a personal desire to consolidate a special relationship with India. 
Among other conciliatory gestures, including preparations for major bilateral 
agreements on counterterrorism and cross- investment, King Abdullah pro-
posed that India, with its substantial Muslim population, be accorded ob-
server status in the global Or ga ni za tion of the Islamic Conference.

Commercial ties between India and neighbors to the north and west are 
also long- standing and synergistic with cultural connections. A southern 
branch of the Silk Road, after all, once passed through northern India, cross-
ing always- turbulent Af ghan i stan en route from Central Asia. Kashmiri 
shawls, as well as Indian ivory, sugar, dies, and carpets  were traditionally in 
great demand in Bukhara, Samarkand, and beyond.84 Indians  were also major 
traders and moneylenders along these routes, together with Parthians and 
Sogdians, with more than 8,000 Indians reportedly living in Central Asia by 
the middle of the nineteenth century.85

Another element of embedded history, crucially relevant to future Eur-
asian energy geopolitics, is India’s long- standing and intimate relationship 
with the Persian Gulf. Dating from pearl trading in ancient times, this rela-
tionship intensifi ed under the British Raj, when the empire exercised hege-
monic sway over much of the Middle East, including the Gulf, from Calcutta 
and New Delhi, rather than from London.86 Th e vision of Britain’s Victorian- 
era viceroy, Lord George Curzon, was emphatically Indocentric, but expan-
sive, and included the India- Persian Gulf dimension as a central element.87 
Many of the civil servants who administered British policy in the Gulf  were 
Indians, and the majority of the soldiers enforcing it  were Indian volunteers, 
serving in Britain’s Indian Army. More than 1 million of these sepoys served 
in World War I; India also provided substantial manpower and logistical 
support for British World War II campaigns in the western desert of Egypt 
and in ousting hostile local regimes, ranging from the Vichy French in Syria 
to the pro- Nazi government of Iraq.88

Th e human connections forged between India and the Gulf during those 
imperial years continued and intensifi ed following the formal British 
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withdrawal in the 1960s and 1970s, as the Gulf ’s civilian manpower needs 
grew, together with its newfound energy- driven prosperity. By the time Sad-
dam Hussein invaded Kuwait in 1990, remittances back to India from 
workers in the Gulf had reached 7 percent of India’s GDP.89 Today, there 
are over 4.5 million Indian migrant workers in the Gulf, making up close to 
half of the local population in some countries.90

Historically embedded yet ongoing Indian ties with Rus sia, dating from 
Soviet days, remain important in pulling India away from abject globalism 
and back to more parochial Eurasian continental associations. From the mid- 
1960s until the end of the Cold War, nominally neutralist Indian governments 
cultivated increasingly intimate relations with the Soviet  Union, driven by the 
Sino- Indian border war, the Sino- Soviet split, and America’s geopo liti cal tilt 
toward Pakistan, as well, ultimately, as China also. Th e Indo- Soviet partner-
ship was highly complementary: it involved energy and arms supplies for 
India, as well as technical exchanges in the medical, pharmaceutical, and 
information technology areas that covered Soviet weaknesses and laid the 
groundwork for post– Cold War developmental cooperation as well.

Rus sia remains by far India’s largest arms supplier, as it has been since the 
1960s, currently providing around 70 percent of India’s military hardware.91 
In March 2010, India signed fi ve deals to purchase more than $7 billion in 
hardware and expertise from Rus sia, procuring an aircraft carrier and a fl eet 
of MiG- 29 fi ghters, as well as defense and space technology.92 Th e MiG’s 
fi rst delivery will be made in 2012.93 In December 2010, during Rus sian 
President Dmitry Medvedev’s state visit to New Delhi, Rus sia and India also 
agreed to codevelop a fi fth- generation fi ghter aircraft with stealth capabilities 
and to pursue plans to build two new Rus sian nuclear reactors in India.94

In contrast to China, which lies geo graph i cally at the center of the Asian 
continent, India is a great peninsula, extending deep into the Indian Ocean, 
somewhat detached from its terrestrial neighbors. As a consequence, India 
only borders on fi ve countries, compared to fourteen in the case of China. 
And some of those nominal neighbors are separated from India proper by 
formidable physical barriers, such as the Himalayas. India is thus less auto-
matically immersed in broader Asian continental geopolitics than China; do-
mestic political- economic decisions, including local infrastructural policies, 
likewise have less bearing on broader international relationships than they do 
in the PRC.

Yet India is an explosively growing economy, whose already substantial 
national energy requirements will inevitably rise. Indeed, they may well grow 
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even more rapidly than those of China. India’s income level, after all, is much 
lower than that of the PRC, and its population is expanding more rapidly. 
India will also inevitably need to forge deeper energy ties with the petro-
states of the Persian Gulf and the former Soviet  Union. To secure adequate 
energy supplies, New Delhi will, however, also need to build the requisite 
infrastructure and cater to the developmental needs of these major energy 
exporters, across Af ghan i stan, Pakistan, and other currently turbulent areas, 
giving it strong energy- related incentives for regional po liti cal stabilization.95 
India will likewise have to confront the deepening geostrategic reality that 
the other large consumers of Asia— China, Japan, and Korea— will similarly 
require access to the resources of the petrostates, whether via sea lanes pass-
ing close by India’s own shores or by continental pipelines.

future prospects

Th ree major issues arise for India, fl owing from its own expanding energy 
needs, in the context of Asia’s broader energy geopolitics: infrastructure, sup-
port for the developmental needs of the petrostates, and national defense. 
Th ese questions are recent in origin, beginning to deepen less than a de cade 
ago, as India emerged from the pariah status that followed its nuclear tests, 
and as the substantial resource requirements fl owing from its rapid economic 
growth became increasingly manifest. Th ese concerns will inevitably energize 
India’s Look West policies toward the West Asian petrostates and its Look 
East policies toward the similarly energy insecure East and Southeast Asian 
consuming nations as well.

India confronts major infrastructure challenges in three dimensions. First, 
there is the challenge of providing electricity generating and transmission 
infrastructure, in a country where 40 percent of residences remain without 
power, and where one- third of local businesses see unreliable electricity as a 
primary obstacle to doing business.96 Seventy percent of India’s electricity is 
currently generated in polluting coal- fi red plants, so there is also an environ-
mental dimension. Major eff orts are being made to shift from coal to gas- 
fi red and nuclear power plants; India currently has fourteen nuclear reactors in 
commercial operation and recently bought ten more from France and Rus sia.97 
Effi  ciency and safety in the electric power sector, including the nuclear di-
mension, is an area where India’s fellow Asian consuming nations, as well as 
the West, can also be supportive. Indeed, they need to be, given India’s vast 
emerging energy requirements.
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importance of sea lanes to the Persian Gulf, as well as India’s underlying in-
terest in the stability of the Gulf itself. India, after all, obtains over 70 per-
cent of its oil and 90 percent of its LNG from the Gulf, while more than 4 
million Indians earn their livelihood there. Th e intensity of this interaction is 
hardly surprising, since the Gulf lies only a thousand miles from India’s own 
western shores.

Th e strategic importance for India of the Gulf and the energy sea lanes 
is further heightened by the deepening reliance on the same sea lanes of 
other major Asian consumers farther east. Extending deeply into the Indian 
Ocean, directly across the most direct route from the Strait of Malacca to 
the Gulf, India has natural political- military leverage on Japan, Korea, and 
China, provided that it maintains either an adequate level of domestic mili-
tary capability, credible alliances with other maritime powers, or both. Th e 
Indian government, and particularly the Indian Navy, thus watches Chinese 
steps toward development of a blue- water fl eet of its own with par tic u lar 
trepidation.

Although India remains more detached geopo liti cally from the Asian 
continent than does China, New Delhi must nevertheless also be concerned 
about its northwest frontier. Th roughout history, it has been out of this vola-
tile, mountainous, poorly governed region that violent intrusions into the fer-
tile, populous South Asian fl atlands— including recently those of al- Qaeda 
and Lashkar- e-Taiba—have come. Th e stable futures of Pakistan, Af ghan i-
stan, and Central Asia, as well as the relations of these buff ers to potential 
rival powers, are thus all high priority to New Delhi. Endemic concerns will 
be intensifi ed in future years by the potential of those areas for energy supply 
and transit.

India’s most immediate preoccupations with its northwest frontier are 
twofold: terrorism and China. Th e terrorism issue has exploded dramatically 
in India of late, through such brutal events as the November 2008 slayings 
in Mumbai, which killed 173 people and wounded over 300.102 Terrorism is 
deeply related in Indian eyes to the struggle with Pakistan over Kashmir and 
the depredations of Islamic fundamentalist groups such as Lashkar- e-Taiba—
based in Pakistan, but with broader connections and aspirations.103 A princi-
pal rationale for India’s Central Asian initiatives since the mid- 1990s has been 
a fear that instability in places like the Ferghana Valley of Uzbekistan could 
create a breeding ground for Islamic terrorist movements endangering India 
itself.104 Th is per sis tent apprehension has also been a principal motive behind 
India’s interest in observer status at the Shanghai Cooperation Or ga ni za tion, 
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whose principal successes thus far have been in coordinating national counter-
terrorism eff orts.

India’s second concern in the northwest is increasingly China, especially 
in conjunction with the traditional Pakistani threat. Th e PRC, ironically, is 
drawn toward involvement in Central Asia by some of the same forces that 
attract India— energy and terrorism. In China’s case the short- run econom-
ics are particularly compelling, due to the PRC’s rapid current growth, its 
proximity to Central Asian energy reserves, and the stability of prospective 
transit routes. Th e Chinese presence is expanding rapidly and giving India, as 
a potential rival, rising incentives to countervail it. India is much more com-
fortable with the long- standing presence of Rus sia, a tacit geopo liti cal ally in 
the region.

summary

India will inevitably loom larger in the geopolitics of Asian energy in coming 
years, just as China will, for similar reasons. Both are populous yet poor, with 
prospects of rapid future macroeconomic growth in a globalizing world, cou-
pled with increasing affl  uence, that will encourage rising energy demand. With 
a substantially younger population and a much higher birth rate than China, 
however, India will soon have more people than the PRC and could well out-
pace China’s rate of increase in energy demand as well. India, in short, is a 
prospective future energy consumption superpower, whose broader political- 
economic prospects and requirements cannot be ignored.

Although the drivers of India’s expanding role as a major energy consumer 
are generally similar to those of China, the prospective geopo liti cal expres-
sion within Eurasia is likely to be diff erent. India is a maritime power, with 
deeply embedded historical ties to the Persian Gulf, and secondarily to Rus-
sia. Its rising domestic energy requirements make pipelines into Central Asia a 
plausible option, if po liti cal stability can be ensured. Yet pipelines cannot 
emerge so directly from domestic imperatives, as in the case of China, due to 
the constraint of Pakistan. Th is also complicates Indian access to Iran. Th e 
prospects for an Indian priority on seaborne energy supply— imported oil and 
LNG— are conversely stronger than in the Chinese case, again due to re-
gional politics. India is also likely to play a more direct geopo liti cal role in the 
Middle East than is China, given long- standing human ties, more positive 
security relations with the United States, and deeper, albeit discreet, relation-
ships with Israel.
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Japan: Mature Yet Underestimated 

Energy Superpower

Japan attracts remarkably little attention in world aff airs, considering its 
massive economic scale. With a GDP of over $5 trillion, the country has the 
third largest economy in the world after the United States and China.105 It 
also has the second largest foreign exchange reserves on earth, at well over 
$1 trillion, following only China.106

Unlike China and India, Japan is clearly a maturing nation, with all the 
strengths and weaknesses which that situation implies. Th e median age in 
Japan is almost forty- fi ve, as opposed to twenty- six in India and thirty- fi ve in 
China.107 Japa nese gross savings and capital outfl ows, including ODA, are 
among the highest in the world, as are educational levels. Japan may not itself 
be a catalytic agent of transformation, but it has enormous development ex-
perience and much to contribute in terms of technology, capital, and or ga ni-
za tion.

Th e huge Japa nese macroeconomy rests on a remarkably small geo graph i cal 
base— at 378,000 square kilometers, the entire country is slightly less than the 
size of California. Like Britain, but unlike any of the other major Asian en-
ergy producers or consumers, Japan is an island nation— isolated to a mean-
ingful degree both geo graph i cally and historically from the teeming continent 
next door. It is a stable country, one of only two among the eight I am exam-
ining that has not experienced a sharply re orienting critical juncture over the 
past four de cades. Japan is also more ethnically homogeneous and distinct 
than most of the other energy players considered  here, being, together with 
Korea, one of only two major producers or consumers that lacks a substantial 
Islamic population. For a variety of reasons, Japan is thus more detached 
than its neighbors from the emerging geopolitics of Eurasian continentalism, 
and a potentially important interlocutor between the continental and Pacifi c 
powers like the United States.

underlying energy insecurities

Japan does, however, suff er from some radical energy insecurities, which 
can best be seen in comparative context. Among the most pronounced and 
unsettling is the almost total absence of oil and gas reserves— Japan’s entire 
proven domestic reserves of around 44 million barrels would supply the 
country for less than nine days at current rates of consumption.108 Total do-
mestic proven natural gas reserves would last a bit more than two months.109 
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Only Korea and Taiwan, among major Asian economies, are so conspicu-
ously devoid of hydrocarbons.

Four key statistical indicators, presented in Table �.�, clarify Japan•s ex-
traordinarily low level of energy self- su�  ciency. Japan has by far the lowest 
ratio of domestic energy production to total consumption (�	 percent) among 
the major industrialized nations. It is more dependent on oil as a share of to-
tal energy consumption (�� percent) than any other G� nation. Furthermore, 
it imports a higher share of the oil it consumes than any other G� member. 
And a higher share of Japan•s precious oil comes from the volatile Middle 
East than any other industrialized country.

Market economists, of course, would not necessarily consider the fore-
going as either a weakness or a de“ ciency. If international markets are prop-
erly functioning, they would argue, Japan could bene“ t, especially during 
periods of major energy price decline, from its lack of embedded commit-
ment to a domestic resource base. During the �	
�s and �	��s, for example, 
Japan did in fact pro“ t eco nom ical ly from a long- term secular decline in oil 
prices and the improved terms of trade that it enjoyed thereby as a major 
importer. Some casual observers of the Asian scene have actually criticized 
sustained Japa nese policy e� orts over the past three de cades to reduce im-
ported energy dependence on such grounds.110

What ever the abstract economic merits, there is little question that Japa nese 
policymakers and corporate leaders themselves have regarded low  energy 

Table 6.2. Japan•s Low Energy Self- Suf“ ciency in Comparative 
Perspective (2010)

Japan France Italy Germany U.S. U.K.

Domestic Energy/ Total Energy 
 Supply

�	.� 
�.� ��.	 
	.� ��.	 �
.


Oil De pen den cy/ Total Energy 
 Supply

��.	 �	.
 
	.� 
�.� 
�.� 
�.	

Net Imports/ Total Oil Supply ���.� 	�.� 	
.� 	�.
 
�.	 ��.�
Imports from Middle East/ 
 Total Oil Supply

��.	 �
.
 
�.� �.� ��.� 
.�

Sources: International Energy Agency (IEA). Energy Balances of OECD Countries, ���� edition. 
Paris: International Energy Agency, ����; and IEA. Oil Information„ Crude and Product Imports, 
���� edition. Paris: International Energy Agency, ����.
Notes: (�) Japa nese oil imports exceed total supply/demand due both to stockpiling and Japa nese 
re- export of re“ ned oil products. (�) � ese factors aside, Japan•s imported 	�.� percent of the oil it 
consumed in ����, as noted above.
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self- suffi  ciency over more than a century as a major national vulnerability, for 
a combination of sociocultural and institutional reasons.111 On the cultural 
side, traditional Japa nese distaste for the unknown, and uncertainty avoid-
ance, probably come into play. Yet fundamental structural factors are also at 
work, both in the global po liti cal economy and within Japan itself, that help 
generate a profoundly diff erent notion of energy security than that prevailing 
in the West.

japan’s energy angst

To diff erentiate it from more market- oriented Western conceptions, tradi-
tionally insensitive to the marked political- economic advantages that domi-
nance in the global po liti cal economy gives to the United States and Britain, 
in par tic u lar, Japan’s conception might be termed energy angst.112 In its es-
sence, this energy angst is an aversion to low domestic energy self- suffi  ciency, 
in part environmentally and institutionally determined, without regard to 
short- term market fl uctuations. It has consistently infl uenced Japa nese geopo-
liti cal calculations and energy policies for most of the past century.

Energy angst is rooted, of course, in Japan’s radical lack of energy re-
sources, as outlined above. Yet the problem, as Japa nese policymakers and 
industrial leaders see it, is much deeper. Another key dimension is Japan’s 
enduring sense of inadequate geoeconomic leverage in the global po liti cal 
economy. It has rarely perceived itself as a core member of the Western indus-
trial world. Since World War II it has lacked the major political- military 
capability to exert international infl uence that the major Western nations, 
preeminently the United States, have possessed. And its multinationals have 
not exercised the direct corporate control over energy resources that many of 
their counterparts in the West have done, or that Japa nese policymakers de-
sire for their country in the future. Indeed, even today only around 15 percent 
of Japan’s oil supply is equity oil, compared to the target of 40 percent for the 
year 2030 set by the powerful Ministry of Economics, Trade, and Industry 
(METI).113

Japan’s energy angst is intensifi ed by the domestic confi guration of pub-
lic and private institutions. Japan’s Energy and Natural Resources Agency, 
for example, is a central component of METI, which  rose sharply in stature 
through the 2001 reor ga ni za tion of the Japa nese government. Th is agency 
is also probably the part of METI that has retained the greatest regulatory 
discretion, amid the sweeping globalization and deregulation of Japa nese 
industry that has transformed Tokyo’s policymaking over the past three 
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de cades. Th e two oil shocks of the 1970s, the perceived national security 
imperatives that they generated, and the support of the po liti cally infl uen-
tial electric power industry shielded the energy agency from the sweeping 
erosion of regulatory authority that plagued much of the Japa nese bureau-
cracy. And the energy bureaucracy— as a heritage of Japan’s turbulent history 
of depression and war— has long been uncommonly cohesive and well- 
developed institutionally.114

Th e institutional confi guration of Japan’s energy- related private sector also 
intensifi es energy angst. Th e electric power industry, for example, has tradi-
tionally been among Japan’s most profi table and infl uential, refl ecting the 
pronounced community spirit of the leading fi rms in the industry and their 
traditionally close relationship to the powerful industrial bureaucracy. Virtu-
ally all of Japan’s regional business federations have power company CEOs at 
their heads, who contribute liberally to both civic projects and infl uential 
local politicians, although the Fukushima accident has complicated their 
civic and political role since March, 2011.

Within the domestic po liti cal economy, general trading companies, steel, 
and banking also have strong interests in energy sector development. Th e 
general- trading companies— internationally distinctive in their ability to profi t 
from diverse export, import, and investment transactions— are especially 
important as energy development project catalysts. Th eir powerful incentives 
to generate trade fl ows out of developing regions, such as India, China, and 
Central Asia, infl uence banks, manufacturers, and ultimately government in 
the same direction.

Japa nese patterns of corporate governance also contribute to the resource 
development bias of Japa nese energy policy, highly synergistic with that of 
the petrostates. Stakeholders are dominant in most energy fi rms, with share-
holders largely drawn from friendly, affi  liated fi nancial institutions. Combined 
with a stable, hospitable regulatory environment, this institutional pattern 
gives the Japa nese energy sector a long time horizon and high risk tolerance— 
much more pronounced than in the Anglo- American tradition. Even the 
sweeping po liti cal shift of September 2009 from one- party conservative 
dominance to somewhat more liberal administrations has not fundamentally 
changed this dynamic, since prevailing systems of corporate governance, 
privileging both executive and labor stakeholders, have not changed.

Th e energy angst of Japan’s elite institutions, both public and private, has 
generated a distinct, embedded heritage that should continue to powerfully 
shape Japan’s energy policies in the future as it has in the past, shifting 
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political party confi gurations notwithstanding. Despite the rigidities and 
resource misallocations that it undoubtedly bequeaths to the uncertain 
political- economic future, that embedded angst has generated dramatic im-
provements in Japa nese energy security since the oil shocks of the 1970s. Ja-
pan has more than tripled its oil stockpile since 1973 (Table 6.3). Meanwhile, 
it has sharply diversifi ed away from oil. And Japa nese policy has greatly re-
duced the energy intensiveness of the national economy as a  whole.

japan’s impressive energy policy countermea sures

Japan has made remarkable strides over the past four de cades in energy effi  -
ciency, cutting energy consumption per unit of GDP by well over 30 percent 
since 1973. Today, it consumes only one- half of the energy per unit of GDP 
that the United States and the Eu ro pe an  Union do, and only one- eighth as 
much, by the same mea sure, as China and India.115 Japan’s sectoral approach 
has led to such savings as a 35 percent reduction in steel industry energy con-
sumption per unit of production since the 1970s and a heavy concentration of 
energy- effi  cient, low- emission vehicles on Japa nese highways.116

How Japan allayed its energy insecurities by diversifying away from oil and 
achieving impressive energy effi  ciencies illustrates that country’s most impor-
tant synergy with other Eurasian nations— the effi  cacy of its energy policy 
model, the 2011 Fukushima nuclear tragedy notwithstanding. Th ere are three 
dimensions of special relevance: (1) restrictions on oil use; (2) positive supports 
for alternative fuels, including nuclear and solar power, as well as LNG; and (3) 
energy effi  ciency policies. Japan’s experience is relevant not only to consuming 

Table 6.3. Japa nese Energy Policy Achievements (1973– 2010)

1973 2010

Oil Stockpiling (Days) 56 199*
Diversifi cation (percent)
 (1) Oil 77.4 42.7**
 (2) Nuclear 0.6 15.4**
 (3) Natural Gas 1.5 17.0**
Energy Consumption Index (Manufacturing) 100.0 55.6

Sources: METI. Enerugī Hakusho [Energy White Paper], 2011 edition,  http:// www .enecho .meti .go 
.jp /info /statistics /sekiyubi /pdf /h23 /1110719oil .pdf ; METI. Enerugī Hakusho [Energy White Paper], 
2010 edition,  http:// www .enecho .meti .go .jp /info /statistics /sekiyubi /pdf /h22 /100215oil .pdf. 
International Energy Agency. World Energy Outlook, Natural Gas Information,2011, p.IV238.
Notes: * Figure is for 2009. **Figures are the International Energy Agency’s estimates for 2010.

http://www.enecho.meti.go.jp/info/statistics/sekiyubi/pdf/h23/1110719oil.pdf
http://www.enecho.meti.go.jp/info/statistics/sekiyubi/pdf/h23/1110719oil.pdf
http://www.enecho.meti.go.jp/info/statistics/sekiyubi/pdf/h22/100215oil.pdf
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nations such as China, India, and Korea, but also to the petrostates, which are 
striving to diversify away from hydrocarbon usage to conserve that increas-
ingly valuable resource.

Japan’s aggressive energy program has been powerfully driven of late by 
the extreme insecurity that the country felt following the oil shock of 1973, 
when the international price of oil abruptly qua dru pled, compounding the 
infl ationary pressures generated by the Nixon Shock counterstimulus pack-
age of 1971– 1972. Japan experienced simultaneous demand- pull and cost- 
push infl ation, with the consumer price index shooting up by nearly a quarter 
in a single year (1974), and widespread consumer shortages suddenly emerg-
ing. Tokyo’s stock market also declined sharply, with the most severe reces-
sion in over two de cades ensuing.

Amid the oil crisis, Japan took three important policy steps.117 First, it 
passed the Petroleum Supply and Demand Optimization Law (late 1973), 
which set oil- supply targets and restricted oil use. Reinforced later by supple-
mental tax mea sures, this legislation encouraged industrial consumers in 
energy- intensive sectors such as steel, paper, and petrochemicals to econo-
mize on oil consumption, through such techniques as cogeneration. Second, 
it passed three laws in support of the nuclear industry (June, 1974). Th ese 
encouraged the rapid expansion of reactor use from three in 1970 (two ex-
perimental) to forty- six in 1993, accounting in the latter year for 30 percent of 
total national electrical generation. Th ird, it passed the Petroleum Stock-
piling Law (1975), which provided fi nancial assistance to private fi rms in 
maintaining a seventy- day supply of petroleum products. Together, these 
three crisis- driven mea sures  were the crucial policy steps generating the im-
pressive diversifi cation outcomes just described (Table 6.3), although the nu-
clear emphasis obviously had drawbacks that emerged in later years.

Japan’s most notable energy policy success may well be in the area of en-
ergy effi  ciency. As noted in Figure 6.6, Japan has the lowest ratios of primary 
energy consumption to GDP of any major nation. While embedded deci-
sions of the past, such as heavy reliance on commuter rail ser vice rather than 
automobiles, are partly responsible for these formidable results, recent policy 
has powerfully shaped this outcome, especially in the industrial sector.

Japa nese industrial energy effi  ciency, as discussed above, was powerfully 
stimulated by both restricted oil use and higher taxes, as well as a sectoral ap-
proach that concentrated conservation eff orts on industries like steel and petro-
chemicals, where prospective gains  were expected to be high.118 Th ese mea sures 
encouraged a remarkable round of corporate innovation in industrial pro cesses 
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at the plant level, particularly in the recycling of waste energy, accompanied by 
substantial capital investment in energy- effi  cient facilities.119 Th is combination 
cut Japa nese industrial usage of energy up to 40 percent in high- consumption 
sectors such as steel, paper, and petrochemicals, producing the same product 
with a fraction of the energy.120 Indeed, at the macro level, Japan today pro-
duces close to twice the level of industrial output as in the early 1970s, while its 
overall annual energy consumption has remained almost unchanged.121

In the 1980s, Japa nese policymaking moved beyond heavy industry, to 
stress energy effi  ciency and alternate energy potential in the residential and 
commercial sectors. One early step was to enforce consumer appliance prod-
uct standards that both increased energy effi  ciency and also enhanced func-
tionality in other respects. A major benefi ciary was the Japa nese refrigerator, 
which has doubled in size since 1981, even as its energy usage per liter has 
fallen by 80 percent.122

In 1993, Japan’s New Energy Development Or ga ni za tion implemented the 
New Sunshine Project, to consolidate domestic renewable research and devel-
opment programs and to innovate in crucial areas.123 Th e Top Runner Pro-
gram, for example, was inaugurated to identify the most energy- effi  cient model 
in a variety of product lines, insisting that new products meet that high 
standard of effi  ciency. Th e program broadened in 2008 to encompass new 
vehicle effi  ciency standards, to be introduced in 2015. Energy effi  ciency stan-
dards  were thus extended to progressively broader areas, supported by tax 
incentives to encourage introduction of standards- conforming equipment. 
Alternate energy was also encouraged by similar carrot- and- stick mecha-
nisms, supporting the emergence of new industries like photovoltaics.124

Figure 6.6: Japan’s remarkable energy effi  ciency levels in comparative perspective.
Source: METI, Enerugī Hakusho [Energy White Paper], 2010 edition,  http:// www 
.enecho .meti .go .jp /topics /hakusho /2010energyhtml /2–1 -1 .html .
Notes: (1) Primary energy consumption/GDP indicates energy effi  ciency. (2) ME 
indicates Middle East. (3) Statistics are for 2007.
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Japa nese energy policies have typically been distinctive not only in their de-
tails but also in their holistic character. Th ey promote, in short, not only spe-
cifi c new technology or manufacturing pro cesses, but also new paradigms for 
system design, that save more energy than alternative methods of or ga niz ing 
production or even of or ga niz ing daily life. Japan’s current pioneering eff orts to 
introduce smart electrical power grids are a case in point.125 Th ese encourage 
use of information technology to balance power supply and demand, fi lling 
two objectives: (1) increasing effi  ciencies in the utilization of existing equip-
ment and appliances; and (2) making it technically feasible to harness electric-
ity produced through solar and wind power to support broader electric power 
grids.126 Being holistic, these innovative, highly effi  cient new power transmis-
sion systems are easily introduced even in rapidly growing economies, provid-
ing special complementarity to China, India, and the Eurasian petrostates.

implications for future eurasian integration

Japan is an island nation and a mature but highly affl  uent po liti cal economy. 
As such, Tokyo is unlikely to be a catalytic change agent, dramatically trans-
forming broader Eurasian geopo liti cal equations or being decisively shaped 
by them. Neither is it likely to be a disruptive, destabilizing force. Yet Japan’s 
technology, capital, and policy expertise could be very useful at times in co-
operation with Western powers like the United States, in addressing the epic 
developmental problems that the large emerging consumers— China and In-
dia— as well as the petrostates are likely to confront. Japan has a geo po liti cal 
autonomy from continental Eurasia, coupled with strong technical capacity 
to assist its development, that makes it a potentially pivotal fi gure in global 
eff orts to direct continentalism toward broader, less parochial goals.

Among the major energy producers and consumers of Eurasia, none exhib-
its higher levels of industrial and pro cess technology than does Japan. Indeed, 
in many areas of consumer electronics, precision machinery, transportation, 
new materials development, and construction technology, Japan leads the 
world. As the fi rst non- Western industrial power and as a country that has 
continued to assimilate Western technology and also to innovate in its own 
distinctive fashion, Japan has the expertise to help make Eurasia relatively 
self- suffi  cient in a broader global context.

In earlier sections of this and the previous chapter, I identifi ed three major 
developmental imperatives common to both petrostates and large consumers: 
infrastructure building, energy effi  ciency, and structural transformation away 
from energy, toward high- growth and high value- added, yet less energy- intensive 
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sectors of the future. Japan’s own evolution, as the second largest economy in the 
world, can support progress toward the latter two goals. It can also aid techni-
cally in achieving the fi rst, although Japan’s own infrastructure building, within 
its confi ned island archipelago, does not have the broader, Eurasia- wide geopo-
liti cal consequences of China’s Open Up the West program, for example.

Japan’s synergies could be particularly strong with the petrostates, especially 
with respect to energy effi  ciency and energy demand management. As was 
noted earlier, Eurasian petrostates like Rus sia, Iran, Saudi Arabia, and its GCC 
neighbors have some of the most energy- intensive economies and the highest 
rates of energy demand expansion on earth. Indeed, especially in larger petro-
states in the throes of political- economic transition, where populist pressures are 
strong, as in modern- day Iran, Japan’s technical expertise in energy effi  ciency, 
mass transit, and alternate energy development is particularly needed. Such 
countries otherwise have a structural tendency to become destabilizing petro-
states. Th rough its capital and technical expertise Japan could, in the wake of a 
nuclear settlement, potentially play a signifi cant future role in helping stabilize 
the standing of petrostates like Iran in the broader international energy system.

As mentioned in Chapter 5, petrostates, especially those with a long his-
tory of reliance on hydrocarbon exports, are intent on preparing themselves 
for the day when their reserves are gone. Many understand that they have to 
develop themselves while they still have the fi nancial wherewithal to do so, 
and that Japan can be helpful in that endeavor. For example, Sumitomo Cor-
poration recently won a bid to build a futuristic power station and desalina-
tion complex with a power output of 1 million kilowatts in Saudi Arabia. Th e 
Saudis are also highly interested in Japan’s advanced medical and optical- 
fi ber communications equipment.127

summary

Japan, as a high- growth economy without appreciable domestic oil or gas 
reserves, has for more than a century been a major factor in the energy equa-
tions of both Asia and the broader world. Japan’s involvement in World War 
II, including its fateful December 1941 attacks on Pearl Harbor and the Dutch 
East Indies, had an important energy- geopolitics dimension.128 Yet Tokyo has 
not fi gured prominently and directly in the geopo liti cal calculus of energy 
for half a century and more. Its domestic politics, like its diplomacy, have 
been relatively stable and uneventful.

Japan’s massive and continuing hydrocarbon import demand thus helps 
sustain the Middle East’s deepening orientation toward Asia— Japan is, for 
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example, the largest energy customer of both Saudi Arabia and the United 
Arab Emirates (UAE). Yet that has been true for many years. Japan has not 
provided the critical junctures— the radical political- economic departures— to 
give geopo liti cal momentum to that historic development.

Japan’s contribution to the building of Eurasian energy relationships, as 
we have seen, is a subtler one than that of China, India, Rus sia, or Iran— less 
directly immersed in geopo liti cal ententes and rivalries, as it is a noncontinen-
tal power. It stands somewhat aloof from the integrationist pressures of pipe-
line politics and conversely suff ers when continentalist alignments, as well as 
complexities in U.S.- Japan relations, encourage nations like Rus sia and China 
to pressure it for diplomatic concessions. Yet Japan nonetheless fi gures sig-
nifi cantly in the geoeconomic calculus of Eurasia. Tokyo provides a massive 
market, as well as moderating technical and economic support. Japan’s energy 
effi  ciency best practice is globally preeminent and addresses one of the greatest 
needs of the petrostates. Japa nese ODA and technical support for infrastruc-
ture in countries ranging from India, China, and Central Asia potentially to a 
nonnuclear Iran, can have substantial future economic and geopo liti cal sig-
nifi cance, both for Eurasia and for partners outside the region.

South Korea: Coping with the Ultimate 

in Energy Insecurity

Korea, unlike nearby Japan, is geo graph i cally a piece of the Asian continent, 
sandwiched between Rus sia and China, and divided into North and South 
only by an armistice line. Th e peninsula is thus inevitably more enmeshed in 
continentalist Eurasian geopolitics than the isolated Japa nese archipelago. 
Th e South is also signifi cantly smaller than Japan— the size of Indiana rather 
than California— with a population only 40 percent of Japan’s and an econ-
omy just one- third as large.129

a severe energy challenge

Th e Korean peninsula confronts some of the most severe and intensely geo-
po liti cal energy security challenges in the world— a heavy burden for a rela-
tively small nation. Th ose dilemmas form an unusual triad combination, 
intensifying the complications that they present to the country’s economic 
future and magnifying the importance of both energy diplomacy with the 
major petrostates and potential alternatives to hydrocarbon dependence.130 
Most fundamentally, Korea lacks domestic sources of energy to fuel its own 
rapidly growing and energy- intensive economy. To make matters worse, it is 
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action. Eff ective response has also been aided by po liti cal stability. Korea has 
fortunately been one of the few major Eurasian unaff ected over the past two 
generations by a critical juncture reconfi guring its energy needs and orienta-
tions, allowing it to concentrate single mindedly on technical and diplomatic 
resolutions.

Th e quality of Korea’s response to its daunting energy challenges has been 
enhanced by certain institutional features of the ROK’s domestic po liti cal 
economy, many more conducive to effi  cient response even than those of Japan. 
First of all, the country’s po liti cal structures are relatively well suited to crisis 
management. Th e ROK has a strong presidency, with the president elected for 
a single fi ve- year term— a pattern contrasting with Japan’s factionalized parlia-
mentary system and frequently weak national leadership. Korea also has a 
unicameral National Assembly, contrasting to Japan’s complex bicameral ver-
sion. Furthermore, the ROK has a strong, strategic bureaucracy, including a 
Ministry of Foreign Aff airs and Trade (MOFAT), which merges functions di-
vided in Japan between the Ministry of Foreign Aff airs and METI— and conse-
quently the subject of sharp bureaucratic confl ict. Largely for structural reasons, 
Korean policy responses are thus often more rapid and proactive than Japa nese, 
an advantage that has often benefi ted Korea competitively in recent years.

Structurally, the Korean and Japa nese private sectors are similarly or ga-
nized in many ways. Both countries feature institutions— notably industrial 
groups (chaebol in Korea, paralleling keiretsu in Japan) and general trading 
companies— that prove highly functional in dealing with developing econo-
mies like those of China, India, and the Eurasian petrostates described 
above. Private sector competitive behavior has also often been more vigorous 
in Korea, however— partly due to larger numbers of competitive fi rms, but also 
partly due to more decisive governmental support, and also to more shareholder- 
oriented patterns of corporate governance. Th ese became much more pro-
nounced in the ROK during and just after the traumatic 1997– 1998 Asian 
fi nancial crisis, in contrast to a much slower and more limited pattern of 
transformation in Japan. Korea’s smaller scale and greater dependence on the 
global economy, including multilateral institutions like the IMF, made this 
move toward shareholder dominance as a matter of necessity.

Policy- wise, one of Korea’s most distinctive recent departures— a trait that 
symbolizes the country’s deepening creative entrepreneurial spirit— is the pro-
active way that it has embraced the information revolution. In the mid- 1990s, 
the Ministry of Information and Communication and the Informatization 
Promotion Committee  were created to promote national informatization, and 
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the government enacted a Framework Act on Informatization Promotion. 
Since then, the government has e� ectively pushed ahead with informatiza-
tion, guided by a continually updated informatics vision, from Cyber Korea ��, 
to e-Korea ����, to Broadband IT Korea Vision ����, to the u-Korea Master 
Plan. As a result, Korea was ranked sixth in the ���� UN e-Government 
Readiness Index and second in the ���� e-Participation Index.134 Korea gar-
nered second place, after only Sweden, in the ICC Development Index 
����, and placed “ rst in the percentage of “ xed broadband Internet subscrib-
ers in the entire Asia- Paci“ c region. Korea•s e-commerce volume  rose over 
ten- fold between ���� and ����. Meanwhile, information and communica-
tion industry sales growth has averaged more than �� percent annually since 
�			. 135

With respect to energy speci“ cally, several Korean domestic policies at 
home have been particularly innovative, and have provided an enhanced basis 
for deepened Eurasian continental relationships in future. Korea has, for 
example, actively built its substantial and growing petroleum stockpile by 
encouraging foreign “ rms to stock oil in Korea under their own ership, on 
consignment, as an informal part of Korea•s own national stockpiles, at special 
storage rates. � e government has thus both expanded the national stockpile 
and provided foreign “ rms a potentially attractive business opportunity. 
Korea has also begun building a national gas grid, thus enhancing opportuni-
ties for LNG providers such as Qatar, and opening the way for deeper future 
relations with Rus sia, the world•s largest piped- gas supplier, as well.136

�  e Korean energy policy most pregnant with international implications 
has been the ROK•s dynamic civilian nuclear program. Korea built its “ rst 
nuclear reactor in �	�� with U.S. technology, and the sector has grown 
rapidly in sophistication, landing a ��� billion export deal in the Middle 
East only thirty- one years later.137 Over 
� percent of Korea•s electricity is 
now derived from nuclear power, and that ratio has been rising steadily for 
the past two de cades, little in” uenced by the Fukushima tragedy in neigh-
boring Japan.138 Korea currently has twenty reactors in operation, con“ gured 
in four large nuclear complexes. Twelve additional domestic plants, presumably 
to be supervised by Korea Hydro Nuclear Power, are currently in the construc-
tion or planning phases.139 When completed, these will further increase the 
nuclear share in Korea•s domestic electricity consumption to a projected 
	 
percent of electricity supply by ��
�.140 Since �		
, all nuclear plants in South 
Korea have been built almost exclusively with local technology, and this pat-
tern will likely prevail in the future as well.
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emerging synergies with eurasian petrostates 
and emerging  consumers

Korea, although continental, is relatively detached geo graph i cally from the 
major petrostates and developing economies of Asia, other than China, as 
Japan also is. Korea is likewise small enough that its own economic evolution 
has only very limited international implications. Yet the ROK can neverthe-
less contribute signifi cantly to the development of nations elsewhere across 
Asia, by helping provide infrastructure, as well as capital and consumer goods, 
and technology. In many cases the ROK can supply other nations more 
cheaply and rapidly than Japan, with the additional supportive factor of close, 
interactive government- business relationships.

For its part, South Korea clearly needs the other six developing nations 
considered  here, due to their expanding markets and, in the case of petro-
states, their energy as well. As noted above, Korea’s energy needs are sub-
stantial: although only the thirteenth largest nation in the world, in terms of 
economic scale, it is the fi fth largest oil importer on earth.141 And these needs 
will rise steadily with Korea’s economic growth, as the ROK has few domes-
tic energy resources.

Th e one plausible escape for South Korea from its domestic energy 
dilemmas— nuclear power— is also felicitously a major potential source of 
export revenue as well.142 Half of the world’s current inventory of 436 nuclear 
reactors is scheduled for retirement by 2030, and with long- term energy prices 
rising, there is clearly replacement demand, the Fukushima incident not with-
standing. In addition, economic growth in Asia and the Middle East gener-
ates important new commercial opportunities there, despite post- Fukushima 
controversies about nuclear power in the G-7 nations. India and China, for 
example, are planning to build roughly 150 new nuclear plants between them.

Th e Persian Gulf also has ambitious plans, not least because it commands 
75 percent of the desalinization capacity in the world and can only desalinate 
large quantities of seawater effi  ciently using nuclear power.143 According to 
the World Nuclear Association, ten of the eleven reactor projects on which 
construction started in 2009  were in Asia— West, East, or South. And thirty- 
six of the fi fty- four reactors currently being built worldwide, at any stage of 
construction, are located on the continent as well.144

Under President Lee Myung- bak, himself a former president of Hyundai 
Engineering and Construction,145 the ROK has targeted the civilian nuclear 
sector as a high export priority for the foreseeable future. By the year 2030, 
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Korea’s Ministry of Knowledge and Economy has set a national goal of ex-
porting eighty reactors, which it estimates would be worth around $400 bil-
lion. Th is target, if realized, would prospectively make South Korea the third 
largest nuclear exporter in the world, with a 20 percent share of the global 
market.146 Presumably sales along the rapidly growing New Energy Silk 
Road across Eurasia, as the Koreans call it, would constitute a major share of 
the ROK’s total.

Seoul suddenly established itself as a credible international competitor in 
the nuclear marketplace early in December 2009, when it won a spectacular 
contract to build and ser vice four 1,400 megawatt nuclear reactors, priced at $5 
billion each, in the UAE. Th e total contract price tag, including $20 billion for 
servicing, maintaining, and supplying fuel for the reactors over their sixty- year 
life span, came to $40 billion— the biggest single contract that South Korean 
fi rms had ever secured overseas.147 And this was Korea’s very fi rst nuclear ex-
port contract bid— landed just twenty- two years after the country built its own 
fi rst nuclear plant at home, relying entirely on imported technology.

Th e huge UAE export contract is unlikely to be Korea’s last, particularly 
since Japa nese competition has been blunted by the Fukushima accident. Th e 
ROK has set an ambitious goal of garnering six additional multibillion- dollar 
reactor orders by 2012, beyond the four just contracted in the UAE.148 Pros-
pects appear to be especially good elsewhere in the Middle East. Korea and 
Turkey have been negotiating a protocol to cooperate on the construction of 
Turkey’s second planned nuclear plant, at Mersin, on the Mediterranean 
coast.149 Jordan, which has to import nearly 95 percent of its energy require-
ments, at a cost of a fi fth of its GDP, and which also has severe water short-
ages that make nuclear- powered desalinization attractive, has also concluded 
contracts with the Koreans.150

Nuclear power is far from the only area where Korea’s technical skills match 
developmental needs elsewhere along the New Silk Road, in a cost- eff ective 
manner. Civil construction is another important sector. In early 2010, Korea 
reached an important milestone in that regard, with the dedication in Dubai 
of the $1.5 billion Burj Khalifa. With that ceremonial conclusion, the new 
skyscraper became the tallest building in the world, built by Samsung over six 
years of construction. Hundreds of miles away, Korean Airlines is also trans-
forming the Navoi International Airport of Uzbekistan, turning it into a ma-
jor Eurasian cargo transshipment center.151

In a variety of ser vice sectors apart from construction, Korea is deepening 
its relations with other continental Eurasian states also. In 2009, it welcomed 
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more than ��,��� medical tourists from around the world, with a special 
focus on Middle Easterners, providing food and religious facilities to meet 
their special needs.152 It is also deepening bilateral ser vice ties with Rus sia. In 
���	 South Korea sent its “ rst astronaut, Yi So Yeon, into space aboard a Rus-
sian Soyuz rocket, after completing training in Rus sia.153 Korean “ rms also 
outsource considerable research and development in Rus sia, capitalizing on 
that country•s excellent work in the basic sciences and software, combining it 
with Korean strengths in digital electronics, to improve their air condition-
ers, digital TVs, and cell phones.

��##��+

Korea, with an exposed high- growth economy but virtually no domestic oil 
or gas reserves, has some of the most di�  cult energy challenges in the world. 
Its vulnerabilities are similar to those of Japan, but in an economy only one- 
third of Japan•s size, which is much more trade dependent and more reliant 
on foreign capital ” ows than is Japan. A divided nation located physically on 
the Eurasian continent, Korea is inevitably more geopo liti cally engaged than 
insular Japan, although its peripheral position on the continent makes it of 
consequence to energy geopolitics “ rst and foremost on matters relating to 
North Korea and Northeast Asian energy pipelines. As its politics have been 
stable, however, South Korea has not contributed critical junctures that have 
so critically intensi“ ed Eurasian geopo liti cal relationships.

Korea is, however, a signi“ cant catalyst for more technical energy relation-
ships among East Asia, Eurasia, and the Middle East, that can also substan-
tially aid the development of Asia•s emerging giants, China and India. � e 
ROK•s institutions and its transnational networks„ including a strong presi-
dency, proactive ministries, general trading companies, and diaspora networks 
of ethnic Koreans in Rus sia and Central Asia„ all play a role. Korea•s par tic-
u lar competitive strengths lie in infrastructure and, recently, nuclear plant 
construction, enhanced signi“ cantly by close business- government coordina-
tion, and aggressive support from top levels of the Korean government.

CONCLUSION: BROADENING EURASIAN 

POLITICAL- ECONOMIC COMPLEMENTARITY

Across the preceding pages, surveying the major energy consumers of Asia, 
we have found enormous complementarities among them, many of which 
they share more profoundly with one another than they do with the broader 
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world. We fi rst considered the two great developing economies, China and 
India— the most populous nations on earth, with 40 percent of the human 
race dwelling within their collective borders. And we noted the enormity of 
the challenge posed to future global energy supply and environmental quality 
by their still humble economic circumstances— some of the lowest per capita 
rates of energy consumption in the world.

Th ose individual consumption rates will inevitably rise, with growing in-
come, propelled by broad global demand for the cost- eff ective products and 
ser vices of these nations. And as they consume more, China and India both 
will need more energy, particularly of the less polluting varieties— gas and nu-
clear power. Th e emerging Asian giants will also need more energy infrastruc-
ture and more support for their other, varied developmental requirements.

Th e two great consumers of industrial Northeast Asia— Japan and Korea— 
are more advanced eco nom ical ly. Although Japan is signifi cantly larger, more 
affl  uent, and in many ways more advanced technologically, Korea is more 
dynamic po liti cally, with a more cost- competitive panoply of products and 
ser vices in most areas. Both are natural suppliers for the continent, both to the 
petrostates and to the two large Asian consuming economies as well.

Th e world economy, of course, is increasingly globalized, with most prod-
ucts and ser vices traveling transcontinentally with ease. Yet the world is by no 
means totally “fl at,” as Tom Friedman would have it, especially with respect to 
energy supply and demand.154 Geography still matters. Th e West of Eurasia, 
on the one hand, and its populous East and South on the other, arguably have 
a natural complementarity and synergy with one another, geo graph i cally as 
well as culturally, that they do not share with the broader world. Th rough the 
country- specifi c analysis of the foregoing pages, we have gained important 
insights into just what those intracontinental synergies might be, and it makes 
sense to summarize them  here.

First of all, the petrostates and consumers of Eurasia are drawn together 
eco nom ical ly by energy itself— the consumers need it, and the producers need 
to sell it. World markets, to be sure, are global. Yet the most rapidly growing 
continental market is in Asia, and well over half of the Persian Gulf petro-
states’ production fl ows there. Within a de cade, due mainly to Asian growth, 
that share will rise to 75 percent. Th e Asian consumers, as we have seen, are 
conversely also in great need— either due to their rapid growth, as in China 
and India, or due to their radical insuffi  ciency, as in Japan and Korea. Fortu-
nately, they are also competitive manufacturers, capable of supplying a broad 
range of products that the petrostates do not readily produce themselves.
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Second, the Eurasian petrostates and consumers also have a geo graph i cally 
ordained complementarity that cannot be ignored. All of the consumers, as 
well as the Persian Gulf petrostates, such as Saudi Arabia and Iran, are con-
nected by highly direct, if lengthy, maritime routes. And many of the parties, 
including China, Rus sia, and Kazakhstan, have direct overland connections 
on the Eurasian continent as well, that are rendered ever more attractive by 
accelerating growth and energy demand in the interior of Asia. With time, 
the pipeline linkages, like other infrastructure, will likely grow increasingly 
intimate, their long- distance economics transformed by China’s explosive 
growth, and the thirst for energy, as well as westward and southwestward 
bias, which such growth inspires.

Th e two most eco nom ical ly advanced Asian consuming states, Japan and 
South Korea, also have industrial, fi nancial, and technical capabilities that 
are unusually complementary to those of the other six developing economies 
we have examined— the four petrostates, together with China and India. 
Th ose complementarities lie in two areas: infrastructure and economic trans-
formation.

Japan and Korea both have sophisticated industrial groups, and within them 
general trading companies, that are well versed in turnkey projects. Th ese in 
turn comprehensively involve resource extraction, pro cessing, transportation, 
and even fi nancing. Northeast Asian industrial groups have no precise ana-
logues in the West and are uniquely suited to projects in developing nations 
that require barter or compensation transactions and that generate multiple 
trade fl ows. Both Korea and particularly Japan also pursue extensive govern-
ment aid and technical assistance programs that can augment the capabilities 
of the private sector. And both countries have strong incentives, rooted in 
energy insecurity, for doing so.

In a world of rising energy prices— stimulated in a basic, enduring way by 
the rise of the rest155— the petrostates enjoy increasing affl  uence, of course, 
but also important new developmental challenges. One, ironically, is energy 
effi  ciency. Hydrocarbons are not only depleting resources but also growing 
extremely precious. Particularly in the larger petrostates now undergoing so-
cial transformation, notably Rus sia and Iran, pressures to subsidize and squan-
der them are strong. Th ese countries badly need technical and policy advice 
on both how to economize and also how to reorder their societies to cut en-
ergy usage. Even where hydrocarbons are not depleting to the point of scar-
city, as in the Persian Gulf, it is very costly to squander them. Japan and Korea 
are uniquely capable of aiding both stabilizing and destabilizing producers in 
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their economizing task, helping to moderate the behavior of all parties along 
the way.

Japan and Korea today— as well as China and India in the future— can 
also aid the petrostates in developing new energy alternatives to hydrocar-
bons, including nuclear power. Th e Asian consumers are particularly well 
equipped in this regard due to both their broader industrial effi  ciency and 
also their own energy insecurities, which they have tried to reduce by moving 
beyond oil and gas. Japan is particularly competitive in photovoltaics and has 
dominated the solar power market for most of the past de cade. Traditionally 
Japan has been stronger in the nuclear sector, but Korea dramatically showed 
its rising capabilities in December 2009 in landing the $40 billion UAE nu-
clear contract, against stiff  Japa nese, American, and Eu ro pe an competition. 
In the wake of Fukushima, that Korean competitive advantage may have 
lengthened in the short- run, although Japa nese technical strengths and abil-
ity to learn from the past remain formidable.

Over the past two chapters, I have focused on eight trees in the forest of 
Eurasian energy geopolitics— four producers and four consumers. In doing 
so, I have tried to peer inside the black box of individual nation- states and to 
identify the subnational challenges, actors, incentives, and policies driving the 
key Eurasian po liti cal economies. We have found remarkable complementari-
ties and synergies, unlocked by the critical junctures of the past four de cades. 
I explore these transcontinental synergies further in the pages to come, pro-
fi ling the Eurasian nexus of deepening energy interdependence that is steadily 
bringing both a new energy geopolitics and a new continental interdepen-
dence of global importance fi tfully into being.
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Clearly there are important complementarities between the petro-
states and the energy- insecure consumers of Eurasia, as we have seen 
in the past two chapters. Th e petrostates need markets for their 
hydrocarbons— readily available and geo graph i cally accessible to the 
East, in Asia. Th e petrostates need technical assistance and manpower 
to assist their development— also accessible in Asia. And many of 
the most chronic ineffi  ciencies of the petrostates, as we have seen, 
are in energy usage, construction, and mass transport— all areas of 
Japa nese, Korean, Chinese, and Indian technical as well as industrial 
strength.

For many years, despite the latent complementarities that so clearly 
prevail, the Eurasian nations failed to cohere, or even to deal pro-
actively with one another, especially across their land frontiers. Th eir 
static economies generated few incentives for interchange, and the 
rigid po liti cal barriers of the Cold War inhibited what limited eff orts 
 were made. Many of these nations  were bystanders to history, failing 
to play out their parochial aspirations substantially on the broader 
world stage.

Chapter 7  Emerging 

Ententes Amid Complex 

Continentalism
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Six critical junctures, as we saw in Chapter 3, began to transform this conti-
nental picture of rigidity, hesitance, and inaction. Sweeping Chinese and In-
dian reforms fatefully set new growth engines in motion that became ravenous 
for energy; the transformation of the Soviet  Union, Saudi Arabia, and Iran, as 
well as the role of multinational energy fi rms, engendered new political- economic 
means of supplying it. Th rough these historic junctures, new prospects  were 
created for transforming the latent underlying complementarities of the petro-
states and consuming nations of Eurasia into concrete new relationships, more 
direct and seriously interactive than ever before.

Not all the new relationships, of course,  were cooperative. Deepening con-
tinental interdependence bred new rivalries and distrust as well, notably among 
China, India, and Japan. Yet economic forces have mitigated these tensions 
and at times generated collective interests also.

Th is chapter examines the collaborative new transregional relationships 
that have begun fi tfully to emerge, linking East, South, and West Asians and 
Eurasians once again with partners across their heretofore disjointed continent. 
Th ese emerging relationships are subregional in character. Th ey by no means 
create, in the aggregate, a cohesive Eurasian economic, po liti cal, or geostrategic 
entity, however much they foster long- term interdependence. Th ese new collab-
orations, or ententes, as I call them, take many forms— diplomatic, commer-
cial, political- military, corporate, and even cultural.1 Th ey are conducted at 
many levels— subnational, national, and, at the multinational level, in many 
forms— bilateral, minilateral, and multilateral.

Th ese entente relationships are by no means all mutually collegial— rivalries, 
to repeat, have not disappeared from Asia. Yet a palpable new connectivity and 
interdependence that has been insuffi  ciently remarked, which I call “com-
plex continentalism,” is nevertheless slowly emerging.2 Asia, at last, is “a con-
tinent created.”3

A COLD WAR HERITAGE OF DIVISION

To understand what is new and distinctive about now- emerging Eurasian 
ententes, it is especially useful to contrast them with the rigid and ideologi-
cally bounded confi gurations that increasingly constrained the continent for 
nearly seven de cades from the late 1920s, in the wake of the Rus sian and then 
the Chinese revolutions. First Stalin erected an autarkic “socialism in one 
state” (1924– 1926),4 cutting the Soviet  Union off  from long- standing Central 
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Asian and East Asian ties that even Czarist Rus sians and early Bolsheviks 
had nurtured.5 Th en Mao and his American adversaries, working at cross- 
purposes yet ironically, in tandem, cut mainland China off  from traditional 
ties with the rest of the continent, following the Chinese Revolution of 1949.6 
Th e Korean War intensifi ed U.S. determination to isolate the fl edgling PRC, 
leading to both diplomatic ostracism and an economic embargo with which 
Washington induced nearby allies such as Japan, South Korea, and Southeast 
Asian states, not to mention Taiwan, to cooperate.7 Yet bitter, lingering war-
time memories made it virtually impossible for these American allies— especially 
Japan and South Korea— to cooperate with one another.

To complete the fragmentation of the continent, China and the Soviet 
 Union split, in acrimony, during the late 1950s, with Soviet advisors being 
expelled from China and the Sino- Soviet borders closed to most commerce 
and human traffi  c for over a generation, from 1959 until the mid- 1980s.8 China 
and India, collaborators in the nonaligned movement of the 1950s,  were also 
subsequently estranged by their border war of 1962, and their mutual frontiers 
closed. Relations between China and the Soviet  Union continued to spiral 
downward amid the ensuing Cultural Revolution, and the two communist gi-
ants actually came to blows on Damanskii Island (Zhenbao to the Chinese), 
atop the frozen Ussuri River, in early March 1969.9

Th e Cold War pattern, in short, was one of isolation and fragmentation 
among the nations of Eurasia, from the 1920s well into the 1960s. Th e only 
formal entente to speak of, on the communist side, was the Sino- Soviet Pact of 
February 1950, which eff ectively became a dead letter within a de cade of its 
signing. On the capitalist side of the Cold War, key nations  were incorporated, 
either multilaterally, as in the case of the Southeast Asia Treaty Or ga ni za tion, 
or bilaterally, through a hub- and- spokes network of individual treaties, in a 
Washington- centric web of security arrangements, supplemented by preferen-
tial economic access to the massive American market.10

Th e Cold War international order, starkly bipolar at the global level, di-
vided Eurasia quite defi nitively into three categories: (1) allies of the United 
States (Japan, South Korea, Taiwan, Iraq until 1958, South Vietnam until 1975, 
Iran until 1979, and Th ailand); (2) allies of the Soviet  Union (China until 
around 1960, North Vietnam and then unifi ed Vietnam after 1975, North 
Korea); and (3) a group of intermediate powers, including most conspicuously 
India and most of the Middle East and Southeast Asia, as well as China, fol-
lowing the Nixon Presidential visit of February 1972. Over the course of the 
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1970s several countries within this intermediate group began nurturing ties at 
various levels with the two principal international blocs; Indian technological 
exchanges and arms deals with the Soviet  Union, together with counter-
vailing economic and fi nancial ties to the United States,  were cases in point. 
Yet even though the rigidly bipolar Cold War system was beginning to blur at 
the edges in this fashion, it was not until the six critical junctures enumerated 
in Chapter 3, stretching from the early 1970s through the late 1990s, that new, 
decisively post– Cold War confi gurations began clearly to emerge.

IMPULSES FOR RISING CONTINENTAL 

COHESION

Energy, as we have seen, provides a powerful background rationale for the new 
and much more dynamic transcontinental relations across Eurasia that have 
begun to emerge in the wake of recent critical junctures. Th e advent of rapid 
growth in India, combined with continuing expansion in China, have proved 
synergistic to regional economic ties with Middle East and Central Asian 
energy producers. Th is “Chindian” growth has made Central Asia— a rela-
tively high- cost supplier with infrastructural problems, located fortuitously 
close to the two Asian giants— a much more consequential factor in global 
energy equations than heretofore. Important new energy projects, such as the 
Tengiz and Kashagan fi elds in Kazakhstan, supported by multinational capi-
tal and technology, are aiding this integration pro cess.

Th ere are, however, other powerful indigenous forces at work also. As we 
have seen, East Asia, India, and the Middle East have a long- shared history of 
pan- Asianism. Pax Americana has been powerful in recent years, but it has 
stirred backlash as well.

Resentment of American global dominance has intensifi ed since 2000, 
because of both Washington’s per sis tent unilateralist tendencies early in the 
de cade and its intrusiveness. Nowhere have these dual trends manifested them-
selves more clearly than across Eurasia. Never the home of stable democracy, 
and never previously the location of American military bases, Central Asia 
and Af ghan i stan have been pressed to host a U.S. presence since the Septem-
ber 2001 terrorist attacks on the World Trade Center and the Pentagon. Un-
der the Obama administration, U.S. involvement in the area has continued 
to be intense, even as Washington has endeavored to strike a more multilat-
eralist pose.
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Border Agreements

Shifting regional politics over the past few years have fueled resentment 
against the West and animated intraregional diplomacy. Th e early origins of 
deepened Eurasian ties lie back in the late 1980s, as China and the former 
Soviet  Union slowly repaired their ruptured bilateral relations. In 1987 those 
congenitally closed and suspicious communist giants began historic negotia-
tions to delimit their 4,600- mile land border, which signifi cantly helped to 
improve their ties. Th ese border talks, concluding successfully with a 1997 
treaty on military frontier force reduction,  were paralleled by bilateral border 
discussions by both the Chinese and the Rus sians with Kazakhstan, Kyrgyz-
stan, and Tajikistan, which have all proved generally successful.

China’s surprisingly fl exible attitude proved to be a key catalyst for broader 
territorial accommodation in the heart of the continent. Th e collapse of the 
Soviet  Union presented China with an ideal opportunity to regain the 
more than 34,000 square kilometers of territory it claimed in Central Asia. In 
the context of ethnic unrest, however, the PRC chose to improve ties with the 
newly in de pen dent states, so as to deny external support to separatist groups 
in Xinjiang.

China fi rst pursued compromise in its dispute with Kazakhstan, Xinjiang’s 
largest neighbor, starting talks less than a year after the collapse of the Soviet 
 Union. In 1994, 1996, and 1997 bilateral agreements concluded with Kazakh-
stan, China made signifi cant concessions, retaining only 22 percent of disputed 
areas. In 1996 and 1999, the PRC made similar concessions in agreements 
with Kyrgyzstan, where it received about 32 percent of the bilaterally dis-
puted land. A civil war that erupted after the collapse of the Soviet  Union, 
however, stalled negotiations with Tajikistan. Talks resumed in 1997, lead-
ing to a preliminary agreement in 1999, dividing one disputed sector evenly, 
and to a supplemental agreement in 2002. Beijing made a major concession 
in this latter agreement, dropping most of its traditional 28,000- square- 
 kilometer claim in the Pamir Mountains, which it had pressed since the late 
nineteenth century.11

The Challenge of Ethnic Diversity 

and the Specter of Irredentism

Eurasia, except for homogeneous Japan and Korea in the Northeast, has long 
been an ethnically, linguistically, and religiously diverse continent— the product 
of vigorous migrations and intermingling, driven variously over the centuries 
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by conquest and by trade. Th at pervasive diversity has often complicated 
governance and not surprisingly rendered the region’s elites congenitally ap-
prehensive. Over the past two de cades the endemic challenge of managing the 
diversity that governments in the region face has been complicated by social 
mobilization (education, urbanization, and so on). It has been intensifi ed by 
major changes in po liti cal boundaries and leaders— many related to the 1991 
collapse of the Soviet  Union and the sudden creation of new successor states 
with limited legitimacy of their own.

Almost all of the Eurasian continental states have substantial, restive mi-
norities, on which local elites unavoidably cast a ner vous collective eye. Th e 
three large non- Muslim countries (China, Rus sia, and India), for example, all 
have signifi cant Muslim populations— 20 million in China, over 15 million 
in Rus sia, and 160 million in India. Indeed, India’s Islamic community is the 
second largest in the entire world, even though the huge fi gure comprises less 
than 15 percent of India’s overall population.12 And Uzbeks, Uyghurs, Tatars, 
Azeris, and Rus sians, to name just a few, are all scattered across several fron-
tiers, with associations and claims transcending national boundaries. Th eir 
claims enhance prospects for both commerce and the sort of explosive ethnic 
confl ict that erupted in Xinjiang in June 2009, in Kyrgyzstan a year later, and 
to a lesser degree in Xinjiang once again during the summer of 2011.13

Common Fears of a Rising Fundamentalist 

Threat

Th e original contacts and confi dence building that set continentalist ties 
among China, Rus sia, and the other post- Soviet states in motion at the per-
sonal level  were initiated through the border talks of the mid- 1990s. Th e de-
termination to proceed to deeper cooperation beyond border negotiations 
alone was intensifi ed further by a common perception of rising Islamic fun-
damentalist threat, shared from the late 1990s on by elite groups throughout 
the region. Th e core nations all have substantial— and restive— minority Is-
lamic populations, as I have noted, while Islam is the dominant religion 
throughout Central Asia also. Although Rus sia had been conscious of this 
issue from Soviet days, in part due to its own protracted struggles in Chech-
nya and Af ghan i stan, Islamic fundamentalism was a newer concern for the 
Chinese and the fl edgling nations of Central Asia.

Xinjiang, in the heart of the continent— a major energy producer, and grow-
ing rapidly— has been one conspicuous fl ashpoint for nearly two de cades. Four 
major developments contributed to rising turbulence there, in China’s most 
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heavily Muslim province, where the Turkic- speaking Uyghur people make 
up roughly 45 percent of the population, compared to slightly over 40 percent 
for the Han Chinese.14 First, the initiation of Deng Xiaoping’s economic re-
forms in the late 1970s released Xinjiang from the quasi- military rule that had 
prevailed since the communist takeover in 1949 and, to a substantial extent, 
for more than a century before that. Second, the opening after 1987 of China’s 
western border with Central Asia ended Xinjiang’s forty- year isolation from 
its neighbors, allowing the renewal of trade and contact with the rest of Cen-
tral Asia. Th ird, the collapse of the Soviet  Union at the end of 1991, and the 
establishment of in de pen dent states by Islamic (Turkic and Ira ni an/Tajik) 
neighbors created a model of po liti cal sovereignty and cultural autonomy that 
inspired many Turkic Uyghurs in Xinjiang. And fi nally, the defeat of the So-
viet  Union’s Red Army by Islamic fundamentalists in Af ghan i stan, the revival 
of Islam itself in post- Soviet Central Asia, and the emergence of well- funded 
radical Islamic movements in both of those regions inspired many of Xinji-
ang’s Muslims to redefi ne their aspirations in religious terms.

By the mid- 1990s, Xinjiang, after generations of isolation, was thus sud-
denly China’s only province bordered by eight countries— with all of which 
it had economic and cultural contact.15 And fi ve of those eight new neighbor-
ing nations  were predominantly Muslim, with several having substantial Uy-
ghur populations, dating from classic Silk Road days.16 Given Xinjiang’s own 
Turkic and Islamic heritage, that China would fear unrest and desire for coop-
eration from its neighbors in mitigating that danger is not surprising.17

Rising Elite Support for Defensive 

Multilateralism

Apart from broad collective- defense organizations, such as NATO and the 
Warsaw Pact, multilateralism did not fl ourish in the bipolar Cold War era, 
outside of Western Eu rope. Even ostentatious gatherings like the Bandung 
Non- Aligned Conference of 1955 generated few enduring institutional conse-
quences. Postrevolutionary China also was broadly reluctant about multil-
ateralism.18 Yet in June 1996, PRC leaders nevertheless took the initiative in 
establishing the so- called Shanghai Five grouping, a distinct innovation for 
continental Eurasia, explicitly directed against “the three hostile forces: ter-
rorism, separatism, and extremism,”19 with its defensive concerns about stabil-
ity in Xinjiang clearly important in the background. During the same year, the 
PRC also launched its Strike Hard campaign against separatists in Xinjiang, 
following this with a New Criminal Law in the spring of 1998. Th is statute 



Table 7.1. Eurasia’s Dynamic Regional Trade Relationships

A. Traditional Relationships (millions of dollars)

1990 2000 2010 2010/2000

Rus sia/Kazakhstan 3,658** 4,443.45 16,138.43 3.6
Rus sia/Uzbekistan 1,685.3** 936.67 3,226.21 3.4
Rus sia/India 1,391* 1,637.3 4,621.11 2.8
Japan/Saudi Arabia 13,844.91 17,276.76 42,360.65 2.5
Japan/Iran 5,086.30 5,928.72 13,239.74 2.2
Rus sia/Turkmenistan 172** 602.88 1,287.25 2.1
Japan/ROK 29,242.10 51,156.49 90,919.05 1.8

B. Renewed Relationships (millions of dollars)

1990 2000 2010 2010/2000

Rus sia/PRC 4,406.5* 6,180.62 56,015.40 9.1
Japan/Rus sia 3,481.06* 5,124.23 24,230.50 4.7
Japan/PRC 18,201.43 85,512.02 302,995.03 3.5

C. Emerging Relationships (millions of dollars)

1990 2000 2010 2010/2000

PRC/Turkmenistan 4.463* 16.16 1,566.55 96.9
PRC/Uzbekistan 52.165* 51.47 2,477.30 48.1
PRC/India 270.14 2,911.16 61,735.72 21.2
India/Iran 557.64 679.5 13,429.01 19.8
PRC/Saudi Arabia 417.10 3,098.23 43,230.42 14.0
PRC/Kazakhstan 363.36* 1,556.91 20,313.60 13.0
India/Saudi Arabia 1,724.16 2,022.75 24,562.14 12.1
PRC/Iran 335.10 2,486.47 29,332.66 11.8
ROK/India 718.80 2,310.87 17,109.05 7.4
ROK/Kazakhstan 10.8* 131.77 938.32 7.1
ROK/Rus sia 192* 2,846.39 17,659.29 6.2
PRC/ROK 669.11 34,500.45 206,834.39 6.0
Japan/Kazakhstan 96.16*** 160.17 828.66 5.2
India/Kazakhstan 1.016*** 58.25 294.66 5.1
ROK/Iran 1,580.4**** 3,768.12 11,536.96 3.1
Rus sia/Iran 306.4* 683.28 1,322.99 1.9

Source: International Monetary Fund. Directions of Trade Statistics.  http:// www .imf .org /external
 /data .htm, accessed 2011.
Notes: * Figure is for 1991, due to data availability. ** Figure is for 1992, due to data availability. 
*** Figure is 1993, due to data availability. **** Figure is 1994, due to data availability.

http://www.imf.org/external/data.htm
http://www.imf.org/external/data.htm
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advent of the Putin administration in December 1999 began the revival of Rus-
sia as a proactive force in continental integration— using energy and arms ship-
ments, rather than military force or trade, as principal tools of reassertion— both 
with Central Asia and with East and South Asia as well.

Rus sia, especially under Putin and Medvedev, has had uniquely powerful 
incentives to form and to lead a balancing co ali tion, beginning in the near 
abroad and its immediate environs, to off set American global power and to 
preempt its further expansion. Balancing, after all, had been the quintessential 
Soviet role during the Cold War, and that was the great- power role that many 
domestic interests in Rus sia, as well as Kremlin leadership itself, wanted the 
country to reassume. American assertiveness during the 1990s, epitomized in 
the expansion of NATO and the Kosovo War, intensifi ed Moscow’s long- 
standing great- power sentiments. Rus sia also felt a strong defensive need to 
stabilize its periphery, seemingly threatened by terrorism, Islamic fundamen-
talism, and— to the Kremlin— perverse variants of demo cratic pluralism. 
Moscow’s interests have been intensifi ed by the presence of 6.5 million Rus-
sian citizens in the Central Asian successor states of the former USSR.25

Moscow has not had the industrial prowess nor the affl  uent market that 
the West, Japan, or even China possess as levers for asserting regional domi-
nance. Th at weakness is evident in the anemic Rus sian trade fi gures in Table 7.1. 
Yet the Rus sians have had some potent tools for creating a new geopo liti cal 
order along the old Silk Road. Rus sia is by a considerable margin the largest 
arms exporter to most of continental Asia, although less prominent than the 
United States in global arms export standings.26

Th e bulk of Moscow’s arms exports go to the largest, most rapidly growing 
nonaligned powers, China and India, for both of which it is also by far the 
largest supplier. In 2010, for example, Rus sia supplied nearly $2.9 billion in 
weaponry to India and over $400 million to China, representing 86 percent 
and 73 percent respectively of their foreign weapons procurements.27 Although 
Rus sian arms sales to China declined for some years early in the 2000s, due 
to Rus sian fears of reverse engineering, they surged again in 2010 at the high 
end of the market, with Moscow’s sale of forty- eight Sukhoi- 35s, Rus sia’s most 
advanced jet fi ghter, to the Chinese air force.28 Chinese cash will apparently 
go far toward fi nancing Rus sia’s new fi fth- generation fi ghter program, com-
peting with the U.S. F-22, and could be a sign of a new, cooperative conti-
nentalist relationship between the two neighboring giants. Development of a 
fi fth- generation fi ghter with stealth capabilities also was agreed at the 
December 2010 Indo-Russian summit meeting.29
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Barack Obama’s November 2010 visit to India did result in some Ameri-
can inroads there, but future prospects remain unclear,30 and Rus sia main-
tains a clear quantitative lead in arms sales to New Delhi. Since the collapse 
of the Soviet  Union in 1992, Rus sia has supplied over $28 billion in arms to 
China and over $18 billion to India (Figure 7.1), even before the December 
2010 fi fth- generation fi ghter agreement between Moscow and New Delhi. 
Rus sia also supplies virtually all of Central Asia’s weapons and signifi cant 
amounts of Iran’s armaments as well.31

Rus sia’s trade relations with the rest of Asia remain surprisingly weak in 
general, although they are growing rapidly with some key nations— notably 
China. In 2010 , Rus sian trade with the PRC totaled over $56 billion, com-
pared to only $4.97 billion in 1999, the year that Vladimir Putin came to 
power.32 Rus sia’s other major regional trading partners include Japan ($24.3 
billion in 2010 ), South Korea ($17.7 billion),and India ($8.5 billion).33 In each 
case, the bulk of Rus sia’s exports are energy related, and its overall trade with 

Figure 7.1: Rus sia’s key arms- supply role.
Source: Stockholm International Peace Research Institute, Arms Transfers Database, 
 http:// www .sipri .org /databases /armstransfers /armstransfers .
Note: Figures are for Rus sian 2009 foreign arms sales, and percentage of shares of 
counterpart nation’s arms imports. Th e bulk of Iran’s weapons not supplied by Rus sia 
come nominally from China (84.6 of Iran’s arms import total for 2009), although a 
signifi cant quantity of the Chinese share is reported to actually originate in North Korea.
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the countries in question is much smaller than that of Japan, China, or in 
many cases South Korea. Only energy and arms make Rus sia a trading part-
ner to be reckoned with.

Rus sia has played a leadership role in initiating and strengthening some 
regional organizations such as the Collective Security Treaty Association 
(CSTO), as we shall see, especially where these bodies aff ord it hegemonic 
leverage. And with the largest natural gas reserves on earth, as well as a stra-
tegic transit position astride the export routes of others, not to mention large 
oil reserves, nuclear technology, and geopo liti cal power, Moscow is in a posi-
tion to use energy to leverage its broader interests in ways that few other nations 
are equipped to do. Not surprisingly, Rus sia is the most proactive proponent of 
narrowly regionalist arrangements, excluding the major Western powers, in 
Eurasian energy geopolitics today. It has the po liti cal, military, and economic 
resources to exert leverage close to home, and it is conversely weak on the 
broader global stage.

ANATOMY OF THE EMERGING ENTENTES

How then should we characterize these new relationships emerging across 
Eurasia, many cutting across fault lines of the past, that are now bringing the 
continent’s constituent parts into deeper interdependence than they ever at-
tained during the Cold War? Th ese emerging ententes have three special char-
acteristics as a group, which distinguish them collectively from counterparts 
of past eras. Most important, they are transcontinental in scope, transcending 
parochial confi gurations like the neo- Confucian culture area, which itself 
has deepened its own internal cohesion in recent years.34 Because these Eur-
asian ententes link partners over great distances and across cultures— Beijing 
to Teheran, Seoul to Tashkent, or Tokyo to Abu Dhabi, for example— they 
help catalyze the genuine continent- wide integration, provoked by deepening 
energy ties, that has begun to characterize Eurasia so clearly over the past de-
cade. Th is economic integration does not extinguish national rivalries, of 
course, but it does inhibit their degeneration into armed confl ict.

Second, the recent ententes are multilevel— that is, transnational rela-
tionships not only among nation states, but also linking a complex mixture 
of subnational and supranational actors. Groups ranging from the Collective 
Security Treaty Or ga ni za tion (CSTO) to the Central Asian Cooperation 
 Or ga ni za tion, the Commonwealth of In de pen dent States, the Central Asia 
South Asia conference, the Eurasian Economic Community, the Transport 
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leverage on energy- related matters. All have proved effi  cacious in Central 
Asia. Moscow has also formed a customs  union with Kazakhstan and created 
a $10 billion regional development fund to aid eco nom ical ly distressed back-
waters of the near abroad, including Kyrgyzstan and Tajikistan.36

In the military realm, Rus sia performs a comprehensive range of ser vices, 
ranging from manning border posts on the Tajik frontier with Af ghan i stan 
to stemming the fl ow of drugs northward; serving as both exclusive supplier 
of military equipment in the region and as principal supplier of military 
intelligence;37 assisting with internal security and counterinsurgency training; 
and even informally staffi  ng certain local military forces, such as Turkmeni-
stan’s navy. In the energy fi eld, Rus sia buys natural gas from Turkmenistan 
and Uzbekistan, albeit often on rather coercive terms. Moscow, after all, en-
joys substantial leverage, especially in relation to Central Asian exports to 
Eu rope, due to the paucity of alternatives to shipping gas westward through 
the Rus sian domestic gas grid system. Moscow also continues to assist in 
Central Asian resource development, especially in the less sophisticated areas 
that do not readily attract multinationals on acceptable terms. Gazprom, is, 
for example, currently exploring for energy in Tajikistan.38

Moscow under Putin and Medvedev, in short, has gradually, yet per sis-
tent ly, worked to reverse the collapse of the Soviet  Union, which Putin in 2005 
called “the century’s greatest geopo liti cal catastrophe.”39 Apart from various 
collaborative bilateral activities with individual former Soviet republics, Rus-
sia has also worked to strengthen its infl uence within the former Soviet space 
through multilateral bodies. To best understand these bodies and their poten-
tial for promoting broader regional cohesion, it is important fi rst to consider 
the geopo liti cal dynamics that shape international relations across the Eur-
asian heartland today.

The Core Strategic Triangle: Rus sia, China, 

and India

Dominating the heartland of Eurasia, considered by geopoliticians since 
Mackinder to lie at the core of global power politics, stand three large nations: 
Rus sia, China, and India. Together they are home to nearly 3 billion people, 
or almost 40 percent of the world’s entire population (Table 7.2). Th eir com-
bined land area stretches across one- fi fth of the terrestrial surface area of the 
globe and occupies the bulk of Mackinder’s strategic “world island” at the 
epicenter of human civilization. With over 4.6 million men under arms, these 
nations collectively have the largest militaries in the world, outside the United 
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States, and all possess nuclear weapons. Th eir combined defense bud gets, to-
taling close to $150 billion, dwarf any in the world, save that of America.40 And 
their combined GDP of more than $7.5 trillion is growing, however erratically, 
at well over double the pace of the United States.

It is fatuous to assume, of course, that Rus sia, China, and India together 
form any sort of coherent entente today, or even that they will necessarily 
do so in the future. Many thoughtful observers have stressed the inherent 
bilateral tensions within each of the dyads— especially between China and 
India.41 Yet Rus sia at least clearly has strong incentives, building on its en-
ergy endowments, military prowess, and consolidation of the former Soviet 
heartland, discussed above, to encourage such a confi guration. Rapidly deep-
ening energy ties within the triangle are presented in Figure 7.2. And there is 
a logic for all three parties in the broader trilateral dynamic, such as local 
regional stability in the face of ethnic tensions, or the ability to balance 
against forces outside the region, which national- level analysis can easily ne-
glect. To understand the emerging po liti cal economy of Eurasia, and how 
energy is driving new patterns in post– Cold War international aff airs more 
generally, it is important to see how the mutual relations among these three 
giants are deepening at the supra and subnational levels, driven by energy, 
geopolitics, trade in manufactures, and shared domestic stability concerns. 
And it is instructive to explore what changes within the strategic triangle 
might portend for the broader region, and ultimately for the wider world.

Table 7.2. Eurasia’s Strategic Triangle in Comparative Perspective

Rus sia China India Combined
Combined/ 

Global
U.S.A./ 
Global

Population 
(Million)

140 1,354 1,214 2,708 39.0 4.6

Defense 
Bud get 
($ Billion)

41.4 76.4 38.4 156.2 10.8 47.7

Military 
(Th ousand)

1,046 2,285 1,325 4,656 22.9 7.7

GDP 
($ Trillion)

1.49 5.73 1.55 8.77 13.9 23.1

Area (Million 
KM2)

17.098 9.597 3.287 29.982 20.1 6.6

Source: International Institute for Strategic Studies. Th e Military Balance, 2011; and Central 
Intelligence Agency. World Factbook, 2011.
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Well over a de cade ago, in the early post– Cold War days, Rus sian Foreign 
Minister Yevgeny Primakov during a late 1998 visit to New Delhi urged 
 creation of a strategic triangle among Rus sia, China, and India, to “ensure 
regional peace and stability.”42 Primakov, longtime director of Moscow’s Ori-
ental Institute and simultaneously former director of the Rus sian FSB intel-
ligence ser vices, was also one of his country’s premier Arabists and well- known 
in Moscow for farsighted geopo liti cal thinking. He had been strongly op-
posed for years to U.S. unilateralism in the Middle East, having worked fe-
verishly on the diplomatic front at the end of the 1991 Gulf War to forestall 
Saddam Hussein’s total defeat. Primakov was clearly motivated in his Delhi 
remarks by opposition to the American Desert Fox campaign of air raids on 

Figure 7.2: Energy linkages within the strategic triangle (2000 vs. 2010)
Source: United Nations Commodity Trade Statistics database,  http:// comtrade .un
 .org /db / .
Note: Energy trade  here includes coal, crude oil, natural gas, uranium, and nuclear 
reactors and parts. Numbers on the fi gure are total energy imports from Rus sia. In 
2010, China imported oil ($7,303.0 million, 79.0 percent), nuclear reactors and parts 
($850.0 million, 9.2 percent), coal ($930.4 million, 10.1 percent), uranium ($97.1 million, 
1.1 percent), and natural gas ($64.6 million, 0.1 percent). In the same year, India 
imported nuclear reactors and parts ($586.2 million, 68.6 percent), oil ($123.1 million, 
14.4 percent), natural gas ($61.7 million, 7.2 percent), uranium ($56.1 million, 6.6 
percent), and coal ($27.6 million, 3.2 percent).
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Iraq, as well as the U.S. air war in Kosovo, which  were current Rus sian con-
cerns at the time.

When Primakov’s remarks  were originally made, they evoked a mixed 
response. His Indian hosts listened politely, but Chinese diplomats demurred 
from afar, stressing blandly and vaguely that they believed in maintaining 
positive ties with all nations.43 Many dismissed the proposal as tactical— a 
mere attempt to enhance leverage in the UN Security Council. Yet seven years 
later, in June 2005, the foreign ministers of the same three nations assembled 
for their fi rst, historic trilateral meeting at Vladivostok, in the wake of “color 
revolutions” against traditional Soviet- era leaders in Ukraine, Georgia, and 
Kyrgyzstan.44 By 2011, trilateral foreign ministers’ meetings had been held 
eleven times, on an increasingly routine, annual basis.45 Late in the de cade the 
trilateral concept was broadened and globalized to include Brazil, with BRIC 
(Brazil, Rus sia, India, China) summits being held at Ekaterinburg, Rus sia, in 
2009, Brasilia in 2010, and Sanya, Hainan, in 2011.46 Yet the core interactions 
continued to be among the original three Eurasian continental powers.

Th e original impulse for the Russia- China- India entente was clearly defen-
sive. All of the three powers, beginning with Rus sia,  were uneasy about the 
steady post– Cold War expansion of American infl uence in the world gener-
ally, and within continental Eurasia in par tic u lar. Th e initial impulse behind 
Primakov’s 1998 initiative, as noted earlier, was opposition to the U.S. Desert 
Fox air campaign against Saddam Hussein and the Kosovo War campaign 
against Serbia, in which the Chinese embassy in Belgrade was also hit. U.S. 
inroads into Central Asia after 9/11, the Bush West Point “preemption” speech 
of 2002,47 the invasion of Iraq in April 2003, and the color revolutions of 
2005 all later gave momentum for the balancing impulses implicit in the en-
tente, especially for Rus sia and China.48

Domestic po liti cal stability at home and in neighboring countries, partic-
ularly defense against terrorism, has been another shared concern of the tri-
angle. As noted above, all three nations have substantial and restive minority 
Muslim populations of their own. Th ey are also concerned at the rise of radi-
cal movements, such as Uzbekistan’s Islamic Movement of Uzbekistan (IMU), 
in Central Asia, as well as ongoing instability in Af ghan i stan.49 In 1999– 
2000 both Kyrgyzstan and Uzbekistan suff ered attacks from IMU fi ghters 
trying to break into the Fergana Valley through the Batken Mountains.50 
Th e IMU is reportedly also engaging in terror- related activities in the lawless 
tribal areas of northwest Pakistan, next to the Afghan border, and disturb-
ingly close to Central Asia’s major population centers as well.51
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especially to China and India. Tehran’s revisionist stance in international af-
fairs also has attractions, especially for Rus sia, which as a fellow petrostate 
with “de- stabilizing” incentives particularly appreciates Tehran’s hawkish stance 
on oil and gas pricing, not to mention its per sis tent criticism of the United 
States. Yet the intensity of Iran’s nuclear confrontation with the West, the 
stridency of its confrontation with Israel, and Tehran’s transnational ties with 
groups like Hezbollah and Hamas give all three members of the strategic 
triangle pause. At present they are pursuing a hedging strategy toward Iran, 
of expanding trade; according it observer status in their multilaterals; provid-
ing limited arms supplies, often using surrogates like North Korea; and cau-
tiously pressuring its nuclear program. Given Iran’s social, economic, and 
political- military scale, as well as its location, not to mention its massive hy-
drocarbon reserves, the country’s future role in Eurasian energy geopolitics is 
among the continent’s most critical uncertainties.

Pariah Ententes: WMD Trade along 

the New Silk Road

Several Eurasian nations have a disturbing propensity to treat their potent 
weaponry as a commercial proposition, for potential diff usion to others at an 
attractive price. Th is propensity seems related particularly to their domestic 
politics: internationalist groups with a stake in stable interdependence with the 
broader world are relatively weak in such nations as Pakistan, Iran, Syria, and 
Libya, for example, even if they cannot unambiguously be considered “shut-
tered states.”58 Chauvinist, parochial groups intent on chemical, biological, 
and nuclear (CBN) armament, even at the cost of international ostracism, 
tend to be conversely powerful in such troubled nations. And when they trade 
at long distances across Asia, with nations to whom they have no geo graph i cal 
propinquity— as North Korea does with Syria and Iran, for example— the 
more shuttered countries, such as Iran and North Korea, appear to be espe-
cially uninhibited in their behavior. Both their mercurial tendencies and 
their sense of mutual solidarity are exacerbated at the regional and global 
levels by their isolation from international society— which is why I call these 
confi gurations “pariah ententes.”

Th e clearest and most egregious example of CBN commercialization, of 
course, was the nuclear black- market network of A. Q. Khan, the found er of 
Pakistan’s nuclear weapons program. Former International Atomic Energy 
Agency director general Mohamed El Baradei was quite correct in dubbing it 
“the Walmart of private- sector proliferation.”59 Khan’s network helped supply 
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critical bomb- making expertise and components to North Korea, Libya, and 
Iran.

For at least twelve years, Khan is believed to have led this lucrative multi-
national black- market export operation, which netted more than $100 million 
from Libya alone.60 It provided blueprints, technical design data, specifi ca-
tions, components, machinery, enrichment equipment, models, and notes on 
fi rst- generation P-1 and next- generation P-2 centrifuges. To market his dubi-
ous wares, Khan used transit points and intermediaries in Dubai, Germany, 
Malaysia, South Africa, Turkey, Switzerland, and Britain, among a group of 
around thirty countries.61 In February 2004, Khan confessed (reportedly in 
En glish on Pakistani tele vi sion) for abetting nuclear proliferation and took sole 
responsibility, in return for a pardon from President Musharraf.62

Th e original heart of the continentalist arms connections, which provided 
the technological base for Khan’s own Pakistani nuclear program, and ulti-
mately for his black- market network as well, appears to have been the rela-
tionships between China and to some extent North Korea, on the one hand, 
and Pakistan and Iran on the other.63 Th ose trans- Asian ties date back at least 
to the 1980s, when China and North Korea  were Iran’s major weapons suppli-
ers during the Iran- Iraq War.64 During the mid- 1990s, under heavy American 
pressure, and as a result of improving relations between the United States and 
China, the PRC moderated its arms exports to North Korea, together with 
its supply of weapons technology.65 Pyongyang, however, has apparently con-
tinued its transactions with Iran and Syria, in par tic u lar, to the extent that it 
has been able, as discussed later.

Beginning in the 1970s, following Pakistan’s disastrous 1971 war with India, in 
which Bangladesh won its in de pen dence, China began forging an intimate 
military relationship with Pakistan, its strategically situated, continentalist Islamic 
neighbor across the Karakorum mountains. In 1989, the two countries signed a 
ten- year memorandum of understanding providing for military cooperation in 
the fi elds of purchase, joint research and development, joint production, transfer 
of technology, and export to third countries.66 In 1993 China also agreed to pro-
vide credits for Pakistani arms purchases. Over time, China thus became Paki-
stan’s principal military patron, providing both defense- related exports of all 
kinds and production facilities for jet aircraft, tanks, artillery, and missiles.

Of even greater importance, China also provided critical assistance to 
Pakistan in the development of its nuclear weapons capabilities, furnishing 
it with uranium for enrichment, advice on bomb design, and possibly the use 
of its own nuclear testing site at Lop Nor to explode a nuclear device.67 China 
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likewise provided Pakistan with 300- kilometer- range M-11 nuclear- capable 
ballistic missiles, contrary to an agreement with the United States, in return 
receiving midair refueling technology and Stinger missiles (intended for 
Afghan insurgents) from Pakistan.

During the Iran- Iraq War, China also became Iran’s most important sup-
plier of munitions and munitions- producing capital goods, providing every-
thing from antitank missiles to F-6 fi ghter aircraft. Th e PRC ultimately 
supplied Iran with 22 percent of its weapons, worth $2.1 billion, by far the 
largest share, followed by North Korea ($913 million) and Iraq’s longtime ally, 
Rus sia ($302 million).68 Following the 1980– 1988 war, Beijing remained im-
portant in the supply of delivery systems, especially missiles. In the mid- 1990s, 
China provided Iran with a new generation of substantially more capable anti-
ship missiles, the C-801 and C-802, and in 1999 also assisted in developing a 
portable surface- to- air missile, Misagh 1. In 2000, Beijing sold Tehran an-
other class of missile- armed fast- attack craft, the Chinese Cat.69

During the late 1980s, Iran also became fi rmly resolved to move toward 
weapons of mass destruction (WMD), as a result of its traumatic experiences 
in the Iran- Iraq War of 1982– 1988, together with the continuing threat of Sad-
dam Hussein.70 As with delivery systems, the PRC initially aided this WMD 
eff ort. In the mid- 1990s, China, for example, began assisting Iran to develop 
dual- use chemical facilities. Th e PRC was suspected to have supplied several 
virtually complete factories capable of producing chemical weapon agents, 
including nerve, riot- control, and tear gas precursor chemicals, and 40,000 
barrels of chemicals used for chemical weapon decontamination. Early in 
1998, a Chinese chemical company was reported to have completed construc-
tion of a new large production facility on the outskirts of Tehran, that was 
capable of producing nerve gas.71

Support for Ira ni an nuclear programs was also a key element of Beijing’s 
eff ort to forge a partnership with Iran in the 1980s and 1990s. In 1985, during 
Rafsanjani’s visit to Beijing, China and Iran secretly concluded a protocol for 
cooperation on the peaceful use of nuclear energy that provided Iran with 
four small teaching and research reactors. In 1990, China announced its deal 
with Iran on a ten- year agreement for further nuclear cooperation, sending 
a 27- megawatt reactor and 1,600 kilograms of refi ned uranium products. In 
September 1992, President Rafsanjani visited Pakistan together with Ira ni an 
nuclear experts, and then continued on to the PRC, where he concluded an-
other agreement on nuclear cooperation. In February 1993, China then agreed 
to build two 300- megawatt nuclear reactors in Iran. Th ereafter, the PRC trans-
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ferred signifi cant nuclear technology to Iran, while training Ira ni an nuclear 
scientists and engineers, as well as providing Iran with a calutron enriching 
device and other cutting- edge nuclear technologies. In 1995, however, the PRC, 
under American pressure, agreed to cancel the sale of the two reactors, formally 
suspending the 1985 agreement in 1996.72

Signifi cantly, China’s agreement to end its nuclear relations with Iran 
occurred in advance of the October 1997 U.S.- China summit. Th e Clinton 
administration indicated that it had received a fi rm written assurance that 
China would end nuclear dealings with Iran, although two small ongoing 
projects— a zero- power nuclear reactor and a factory to produce tubing for 
nuclear fuel rods— would continue.73 U.S. diplomacy with China thus ap-
pears to have disrupted a perverse Silk Road linkage— a signifi cant success 
case with tangible relevance for the Sino- American policy future.

Apart from Rus sia, China, and in some respects Syria, North Korea is 
Iran’s most important ally. Th is relationship was forged amid the long, bitter 
Iran- Iraq War (1982– 1988), as noted earlier, during which the DPRK served 
as Iran’s largest arms supplier. After the war’s inconclusive fi nale, bereft of 
allies, and faced with a continuing threat from Saddam Hussein, Iran began 
to feel the need to develop WMD. It did so just as North Korea, faced with 
the collapse of the Soviet  Union and the uncertain sympathies of China, be-
gan to sense the same geopo liti cal imperatives. Not surprisingly, the two 
continentalist pariahs, at opposite ends of Eurasia, became strategic partners.

North Korea supplemented Chinese military assistance to Iran by shipping 
the ayatollahs modifi ed Scud missiles, training Iran’s air defense teams in the 
use of Chinese mobile surface to air missiles (SAMS), and instructing the 
Revolutionary Guards in unconventional warfare techniques.74 It also aided 
Tehran in developing its own production facilities for these missiles. After a 
successful test fi ring in the Sea of Japan, the DPRK further agreed in 1993 to 
supply Iran with its 600- mile- range Nodong I mobile missiles. It is also be-
lieved to have subsequently cooperated with Iran in the development of the 
longer- range and multistage Taepodong missile technology.

North Korea’s relationship with Iran appears to be substantially broader 
and more multifaceted than mere arms supply. Iran is, for example, report-
edly a major fi nancial source of the DPRK’s weapons development programs, 
helping to bankroll research on the Scud Model B (with a 320–340- kilometer 
range and a 1,000- kilogram payload), the Scud Model C (with a 500- kilometer 
range and 700- kilogram payload), and the Nodong 1 (1,000- kilometer range 
and a 700–1,000- kilogram payload).75
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North Korea has also helped Iran produce, test, and develop arms. In 
1987, for example, North Korean engineers fl ew to Iran to “help convert and 
construct production and maintenance facilities,” as well as to help Iran 
produce the Shahab- 1 and then the Shahab- 2, which has a 500- kilometer 
range.76 Th e arms production of North Korea and Iran is closely interre-
lated, since Shahab- 3’s critical components are North Korean.77 Iran also 
appears to have shipped at least nineteen missiles directly from North Korea 
around 2005.78 In 2010, earlier news reports of these shipments  were corrobo-
rated by secret State Department cables made public by Wikileaks.79

Th ere is a signifi cant possibility that these two pariah nations may strike 
a deal over energy and arms exchanges. Iran seeks North Korean assistance 
to increase its missile capabilities. In exchange, North Korea needs a new 
energy source, other than China, which in 2005 cut off  its oil export to North 
Korea for a considerable interval. With more hard currency, North Korea 
may continue to improve its military program, with Ira ni an cooperation.80

Iran also has long been reported to be one of North Korea’s two major oil 
suppliers, the other being China. During the 1980s and 1990s, Iran supplied as 
much as two- thirds of the DPRK’s oil, a highly strategic role. Israeli sources 
have claimed that a follow- on missiles- for- centrifuges technical exchange 
barter deal was struck between Pyongyang and Tehran. Under this putative 
arrangement, in exchange for Ira ni an assistance with uranium enrichment, 
the DPRK provided Iran with engines for the Nodong missiles (the precursors 
of the Ira ni an Shahab- 3 missile) and worked out Shahab- 3 manufacturing 
problems in Iran. Th e Shahab- 3, which successfully completed its test pro-
gram in July 2003, is thought to be able to carry a 1,000- kilogram payload for 
1,500 kilometers.81 Further, Ira ni an scientists  were reported to have observed 
the DPRK’s missile and nuclear tests.82

North Korea’s trans- Asian ties are by no means limited to Iran. Indeed, the 
DPRK is the leading exporter of ballistic missiles to the entire developing world, 
and its exports have continued despite its various fl ight- test moratoria. Yet all of 
North Korea’s major missile technology partners are continental powers in Eur-
asia. Th is is not surprising, because all six of the non- UN P-5 nations possessing 
intermediate- range ballistic missiles, with a range of 1,000 to 3,000 kilometers, 
are Silk Road nations. Apart from Iran, Libya, Pakistan, Syria, and possibly 
Egypt have also received some missile systems from Pyongyang.83 Th ere have 
also been per sis tent allegations of Syria– North Korea nuclear cooperation, 
which appear to have prompted an Israeli air strike on an alleged nuclear reactor 
under construction in northern Syria, during early September 2007.84





Emerging Ententes Amid Complex Continentalism224

In February 2009, a CSTO Collective Rapid Reaction Force was created, 
ostensibly to repulse military aggression, conduct antiterrorist operations, 
fi ght transnational crime and drug traffi  cking, and mitigate the eff ects of 
natural disasters.87 Although CSTO did not intervene directly in the June 
2010  Kyrgyz crisis, it provided supplies and equipment to Kyrgyz authorities 
and could well intervene to restore public order in similar future domestic 
crises in Central Asia. Iran has explored membership, and CSTO appears 
open to the prospect of expansion beyond the borders of the former USSR, as 
well as cooperation with other continentalist counterparts.88

In January, 2010 a sub-group of CSTO nations—initially Russia, Kazakh-
stan, and Belarus, created a customs union to help deepen their economic 
relationships. In October, 2011 Kyrgyzstan also elected to join the union. In 
early 2012, further-progress toward a common economic space was made.

the coming of the sco

Early in 2001, Rus sia and China concluded their fi rst major treaty in fi fty 
years, formally the Treaty on Good- Neighborly Relations, Friendship, and 
Cooperation. Th is provided for increased Rus sian arms sales to China, and 
the training of Chinese offi  cers at Rus sian military schools. In June 2001, the 
two countries followed up this agreement by initiating the six- nation Shang-
hai Cooperation Or ga ni za tion, also including Kazakhstan, Tajikistan, 
Kyrgyzstan, and Uzbekistan. Th e SCO was a more institutionalized version 
of the Shanghai Five of 1996 with the addition of Uzbekistan, a body estab-
lished fi ve years earlier to build mutual trust in border regions following the 
Cold War. Th e new or ga ni za tion, given strong momentum by the positive 
personal relations between Chinese and Rus sian leaders at the time, estab-
lished an autonomous secretariat in Shanghai, with the former Chinese am-
bassador to Rus sia, Zhang Deguang, as its fi rst secretary- general.89

Th e addition of Uzbekistan was signifi cant, as it was the one member not 
directly bordering Rus sia. Its entry clearly suggested that the SCO had tran-
scended its border- negotiation origins and was intending to focus attention, 
only three months before 9/11, on the deepening, nearby terrorist threat in 
Af ghan i stan. Indeed, Kazakh President Nursultan Nazarbayev remarked at 
the founding session: “Th e cradle of terrorism, separatism, and extremism 
is the instability in Af ghan i stan.”90

Signifi cantly, Iran, India, Pakistan, and Mongolia are SCO observers, 
and the fi rst three have applied for full membership.91 Af ghan i stan itself 
is affi  liated through the SCO- Afghanistan Contact Group. With these 





Emerging Ententes Amid Complex Continentalism226

became conversely critical within the SCO of the United States and its 
Central Asian base activities. Th e U.S. application for observer status in the 
SCO was formally rejected that year. During 2005– 2006, the SCO also be-
came a forum for exerting major pressure on Kyrgyzstan, in particular— the 
one nation that continued to accept the presence of American bases, follow-
ing U.S. withdrawal from Manas, Uzbekistan, at the end of 2005.

Th e primary emphasis, and achievements, of the SCO have been in the 
security area, especially in confronting terrorism. No doubt that institutional 
concern will continue to be strong, as the U.S. presence in Iraq and Af-
ghan i stan continues to recede. Th e SCO has, however, begun trying to broaden 
its economic activities also, building on the deepening energy ties among its 
members, including Rus sia and China. In October 2005 the Moscow Sum-
mit of the SCO agreed to prioritize joint energy projects and the joint use of 
water resources, while establishing an SCO Interbank Council to fund such 
projects.94 Soon thereafter, Rus sia announced plans for an SCO Energy 
Club. Although that was slow to materialize, the 2008 summit again affi  rmed 
the importance of energy security. At the 2009 Yekaterinburg SCO Summit, 
China announced plans to provide member nations with a $10 billion loan 
to aid them amid the ongoing fi nancial crisis, in energy and other areas.95 
In 2010 Chinese Premier Wen Jiabao personally proposed enhanced coopera-
tion on energy effi  ciency, new transnational pipelines, the development of 
solar and wind resources, reconstruction of electric power grids, and mea-
sures to ensure the uninterrupted and effi  cient use of energy facilities.96 In 
2011 the summit reaffi  rmed the importance of cooperation on terrorism and 
drugs, while expanding the common agenda to water resources and the cre-
ation of a new global currency. Conference chair Nursultan Nazerbayev also 
speculated openly that the SCO could well assume responsibility for many 
issues in Af ghan i stan after the withdrawal of NATO co ali tion forces in 
2014.97

Even more important than specifi c cooperative steps in the economic area 
has been the SCO’s role in legitimating bilateral cooperation, especially be-
tween China and the Central Asian nations. Th ese countries, after all,  were 
under Moscow’s direct control during Soviet days, so China’s deepening eco-
nomic ties with them naturally provoke some resentment in Rus sia. It is thus 
easier for China to build pipelines and engage in other forms of active bilat-
eral energy cooperation with Central Asia within the context of a multilateral 
framework like the SCO, which also includes Rus sia as a key member.
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Oil and gas projects, especially pipelines and green fi eld hydrocarbon 
development, are, by their nature, capital intensive and fraught with risk— 
both project- specifi c and more generally political- economic in nature. Neither 
commodity prices nor the stability of host regimes— nor even their invest-
ment policies or export terms— are anything close to certain, especially for 
foreign investors, in an era of rapidly shifting exchange rates. Th ese problems 
are compounded in the heart of Eurasia by insuffi  cient transparency, poor 
legal regimes, and lack of infrastructure or even basic information. Energy 
infrastructure is potentially a key facilitator for continentalism, as it links 
geographically contiguous producers and consumers overland, but for many 
years such infrastructure did not emerge easily in the Eurasian context.

Developments in the wake of the 2008 Great Recession suggested that the 
pace of Eurasian continental infrastructure building could at last be quicken-
ing. In early 2009 the fi rst Kazakh- PRC pipeline was completed. In Decem-
ber of the same year, Turkmen gas began fl owing to China. And in January 
2011, 300,000 barrels per day of Rus sian oil began fl owing overland to China 
for the fi rst time, through the East Siberia Pacifi c Ocean (ESPO) pipeline.100

Th e previous pages suggest a powerful logic, over the coming two de cades, 
to transcontinental Eurasian oil and gas development projects in general, for 
three key reasons. First of all, demand and supply are strongly aligned. Asian 
energy demand, driven by inevitably signifi cant per capita increases in the 
teeming markets of China and India, will sharply rise. And the only parts of 
the world, in the long run, with the reserves to reliably accommodate massive 
potential demand increases are the Middle East and the former Soviet  Union.

Th e second factor at work is geographic. Th e areas of greatest demand and 
inevitable supply lie in remarkably close proximity to one another, especially 
as the economic center of gravity in China shifts westward, to Szechuan and 
beyond in the context of Beijing’s domestic demand stimulus and regional 
equalization programs. Th e westernmost reaches of China and India, after 
all, are both little more than a thousand miles each from the Persian Gulf, 
making overland access attractive, since pipelines are highly cost eff ective at 
distances under 2,000 miles. Sea routes from the Strait of Hormuz across the 
Arabian Sea to India, and then eastward to China and Northeast Asia, are 
also relatively direct and cost eff ective, compared to longer and more com-
plex transport westward to Eu rope and America.

Th e fi nal factor is po liti cal. Certainly there are domestic po liti cal uncertain-
ties along the Silk Road, together with terrorist dangers and political- military 
wariness as well. Yet the thrust of our analysis  here is that prospects for 
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inter-state warfare within continental Eurasia itself are waning, the endemic 
Indo- Pakistani confl ict notwithstanding, while institutions for regional 
confl ict management are conversely emerging, in response to both terrorist 
challenges and economic interdependence. Despite episodic, and sometimes 
dramatic, expressions of geopo liti cal rivalry, ranging from textbook contro-
versies to fi shing boat confrontations in disputed waters, there has not been a 
single major intra- Asian interstate war, apart from Saddam Hussein’s depre-
dations, since the Sino- Vietnamese border confl ict of 1978. Th is remarkably 
pacifi c pattern stands in stark contrast to the turbulence that prevailed across 
Eurasia during the fi rst half of the twentieth century, which persisted in cer-
tain quarters into the 1960s and 1970s. Growing economic interdependence 
clearly seems to inhibit the conversion of inevitable animosities into open 
confl ict, especially when it is accompanied, in contrast to the early twentieth 
century pattern, by advanced communications and sophisticated transna-
tional po liti cal, military, and economic networks, which are beginning to 
emerge in continental Asia, as they did earlier along its maritime periphery.101

Th e remarkable growth and transformation across Eurasia that has since 
occurred— described in our chronicle of critical junctures in Chapter 3— has 
sharply expanded both energy demand and continentalist economic inter-
dependence. Yet it has been accompanied by a remarkable degree of stabil-
ity in state- to- state relations among Eurasian nations themselves. Th e major 
national- level confl icts that have since occurred— Afghanistan and Iraq— 
have been driven primarily by foreign interventions from outside the region, 
rather than by local determinants.

Potential for transcontinental cooperation within Eurasia is thus growing, 
even where rivalry remains a subtheme, at both the national and the corpo-
rate levels. Herewith we consider a variety of ententes specially related to en-
ergy, animated by the remarkable growth of the region. After surveying 
sector- specifi c cooperation, we move on to par tic u lar geographic permuta-
tions and to the role of political- economic catalysts capable of pulling these 
confi gurations together over time, into more broadly cohesive groupings.

Natural Gas and Nuclear Power 

Development Ententes

Given Asia’s distinctive energy insecurities and environmental challenges, 
especially the continent’s heavy reliance on coal,102 there is a powerful ratio-
nale for expanding usage of natural gas and nuclear power. Yet usage in both 
categories remains remarkably low, especially compared with other regions of 



Emerging Ententes Amid Complex Continentalism230

the world (Table 7.3). Th e developing nations of the region (including both 
China and India) get less than 1 percent of their primary energy from either 
of those potentially important sources, with more than half of their primary 
energy coming from highly polluting coal.

Southeast Asia has the rudiments of a natural gas grid, while South Korea 
and Japan have domestic liquid natural gas (LNG) distribution pipeline sys-
tems. Yet there is no region- wide transnational grid, despite the close proxim-
ity of large reserves in both the Middle East and the former Soviet  Union to 
potential Asian markets.

For Northeast Asia, especially Japan and Korea, there is a strong logic for 
LNG, given that region’s distance from continental sources of gas, the infra-
structural costs of pipeline construction, and the geopo liti cal uncertainties of 
the region. Together, Japan and Korea are, not surprisingly, markets for nearly 
half of all the LNG moving in international trade worldwide.103 Yet for 
China and India, with their greater proximity to Rus sia and the Middle East, 
their rapidly rising energy demand, and their heavy reliance on coal with its 
severe environmental consequences, pipelines are more eco nom ical ly attrac-
tive. Deepening continental interdependence and the gradual waning of 
po liti cal confl ict enhance that attractiveness still further.

For China and India, there are fundamentally three near- to medium- term 
natural gas access options: (1) Rus sia, especially Sakhalin and the large Kovykta 
gas fi elds north of Lake Baikal; (2) Central Asia, particularly Turkmenistan; 
and (3) the Persian Gulf, notably the integrated South Pars and North Field, 
which Iran and Qatar share. Due to maritime access, Sakhalin and the Per-

Table 7.3. Developing Asia’s Limited Reliance on Natural Gas and Nuclear Power 

Primary Energy 
Demand Share

U.S.* 
(percent)

EU** 
(percent)

OECD Pacifi c*** 
(percent)

Non- OECD 
Asia** (percent)

Natural Gas 25.2 25.1 16.8 7.8
Nuclear 9.8 13.9 13.1 0.9
Oil 36.1 34.5 39.9 21.4
Coal 23.0 18.8 26.2 51.3

Source: International Energy Agency. International Agency Statistics, Natural Gas Information. 
2011 edition, Part IV, 24 and 396; OECD, World Energy Outlook, 2010, 638 and 666.
Notes: (1) OECD Pacifi c includes Japan, South Korea, Australia, and New Zealand. 
(2) Non- OECD Asia does not include Asiatic Rus sia.
*Figure for 2010 estimate by OECD. **Figure for 2008. *** Figure for 2009 estimate by OECD.
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Turkey and thence onward to Eu rope. Historically, virtually all of Central 
Asia’s gas has fl owed northward into Rus sia, through the former Soviet 
 Union’s extensive trunk pipeline network, with Rus sia extracting substantial 
price concessions and transit fees in return. Both multinational producers in 
Central Asia and the host nations themselves consequently seek alternatives.

Southward access through Iran is complicated by confl icts of interest be-
tween Iran and the Central Asian states, as well as lack of infrastructure, not 
to mention international sanctions against Iran. Yet eastward access to China 
is a viable proposition, which is developing rapidly. A major pipeline from 
Turkmenistan through Uzbekistan and Kazakhstan to Xinjiang, connecting 
into China’s domestic network to Shanghai, was completed in December 2009, 
with additional lines to follow. By mid- 2010, Turkmenistan was supplying 
China at the rate of 13 billion cubic meters of gas annually— already larger 
than supplies to Russia— with the likelihood that such supplies would triple 
to 40 billion cubic meters by 2012.104 Th is rapidly expanding pipeline network 
is being reinforced by positive po liti cal relations among Kazakhstan, Uzbeki-
stan, Turkmenistan, and China, as well as multilateral interactions through 
the SCO and other bodies, discussed above.

Chinese success in energy deals with Central Asian countries is by no means 
due to market factors alone. Generous economic aid is also at work. Since 
1998, when China seriously began to think about energy security, as its im-
ports  rose amid the uncertainties of the Asian fi nancial crisis, China has pro-
vided total aid of $3.9 billion to Kazakhstan, $783 million to Turkmenistan, 
and $652 million to Uzbekistan.105 China has also cultivated Central Asian 
elites and promoted cultural diplomacy, in an eff ort to develop the human 
ties needed to make much- needed energy projects like transnational pipelines 
po liti cally viable. Th e PRC has at times pursued multilateral approaches, 
such as Hu Jintao’s off er of energy loans to member nations at the 2006 SCO 
summit, but bilateral tactics have been more common, with multilateralism 
often a cloak to legitimize increasingly substantial Chinese inroads into Rus-
sia’s near abroad.106

Th e fi nal, and in some ways the most geopo liti cally important, access 
route for Central Asian hydrocarbons— an implicit geopo liti cal entente— is 
to the west, via Georgia, to Turkey and the Mediterranean, through the so- 
called BTC (Baku- Tbilisi- Ceyhan) pipeline. Turkey is thus a crucial transit 
country. Th e BTC runs from the Caspian to the Mediterranean, without 
crossing Rus sian territory, thus providing leverage for Central Asian produc-
ers with the Rus sians (Figure 7.4). Together with the companion Baku- Supsa 
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natural gas pipeline across Georgia, BTC provides the only in de pen dent ac-
cess for energy from former Soviet Central Asia to Western markets that is 
not controlled by the Rus sians. Yet Turkey also has important energy- related 
incentives to desire regional cooperation and stability, not least because it 
relies on Rus sia for nearly two thirds of its own natural- gas imports, supplied 
across the Black Sea via Moscow’s Blue Stream I pipeline.107 “New Silk Road” 
energy access options to India, recently supported by the United States, will 
be discussed later in the chapter.

Ententes with the Persian Gulf

With more than half of the world’s proven oil reserves, and over a third of 
its natural gas, the Persian Gulf is clearly an inevitable long- term option for 
rising consumers such as China and India. Maritime access out of the Strait 
of Hormuz is naturally one possible route, both for oil and for LNG. Th at 

Figure 7.4: Th e Baku- Tbilisi- Ceyhan pipeline: key route from the Caucasus to Western 
markets.
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option implies the importance, which I explore further in discussions of stra-
tegic issues in Chapter 8, of supportive ties with major naval powers, including 
preeminently the United States. Pipelines, however, are also a possibility, 
and substantial consideration of plausible pipeline alternatives is actively in 
progress. Th e expansion of continental pipeline networks inevitably draws na-
tions of the region into deeper political- economic relations with one another.

One concrete pipeline option eastward from the Gulf is the so- called Iran- 
Pakistan- India (IPI) pipeline (Figure 7.5). In 1993, Iran and Pakistan agreed 
to build a gas pipeline between their countries, which Iran later proposed to 
extend to India. Th is alternative, still to be realized, is known as the “peace 
pipeline,” embodying the hope that it will be a confi dence- building mecha-
nism for the volatile Southwest Asian region, by fostering economic interde-
pendence. IPI is prospectively a 1,724- mile overland project, carry ing natural 
gas from Assaluyeh, Iran (near the huge South Pars gas fi eld), through north-
ern Pakistan, and on to Rajastan in India. Th ere it would interconnect with 
the Indian domestic gas network. Th e entire IPI pipeline is expected to cost 
over $7.4 billion and to take three to fi ve years to build.108 When completed, 
it could carry 55 billion cubic meters of gas annually.

Figure 7.5: Th e Iran- Pakistan- India pipeline.
Notes: Gray line represents projected IPI pipeline. Dotted line represents TAPI pipeline. Black line 
represents TAP LNG export variant.
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Agreement on the full IPI pipeline is still not fi nalized, due to India’s wari-
ness in undertaking such a delicate project with its long- time rival Pakistan. 
In June 2010, however, Iran and Pakistan did exchange fi nal papers on their 
portion of the project, providing for Ira ni an supply of up to 21 million cubic 
meters annually of natural gas to Pakistan, beginning in 2013.109 Construction 
on the pipeline has begun inside Iran, managed by the engineering arm of the 
Islamic Revolutionary Guards, although domestic security challenges remain. 
Pakistan may have diffi  culty ensuring security for the pipeline, if and when it 
is completed as 475 miles of it would pass through Balochistan, a turbulent 
region whose separatist tribes have often targeted energy facilities in the past.

Faced with India’s ambivalence regarding IPI, Pakistan, in 2008, invited 
China to become an additional partner.110 Meanwhile, political- economic 
ties between Iran and China  were also deepening, raising the serious pros-
pect that IPI gas could be diverted from India to China. Piping gas from Iran 
through Pakistan and across the Karakoram to Xinjiang would be technically 
feasible, and the PRC has been acquiring Ira ni an concessions that would pro-
vide a source of supply. In 2004 Iran rewarded China for broader economic 
and po liti cal support, including its work in providing Iran with infrastruc-
ture to serve as a transit gateway for Caspian oil, by giving it rights to develop 
the massive Yadarvan oil fi eld, with the formal contract being signed in De-
cember, 2007.111

China has already built a major transshipment port at Gwadar in western 
Pakistan, with capacity for docking major naval vessels that could prove use-
ful in transshipping Ira ni an gas. In mid- 2011, following the death of Osama 
bin- Laden in a unilateral U.S. military strike inside Pakistan, the Pakistanis 
reportedly gave the PRC formal rights to deploy there, while the PRC recip-
rocally promised Pakistan 50 new JF- 17 fi ghters.112 In August, 2011 it launched 
Pakistan’s fi rst communications satellite,113 and agreed to engineer and fi nance 
the Iran- Pakistan gas pipeline.114 China is also supporting construction of 
pipelines and highways northeast from Gwadar through Pakistan, skirting 
India, that could connect across the Karakoram Mountains into Xinjiang, to 
interlink with China’s own domestic gas grid and highway system. Like India 
and Western nations also, in pipeline politics the PRC strives to minimize the 
number of transit countries through which its pipelines pass, and then to de-
velop strong geopo liti cal leverage, through economic assistance, military de-
ployments, and elite network contacts, to ensure the stability needed for pipeline 
systems to operate smoothly. It clearly appears to be doing that in transform-
ing the IPI pipeline project to its own advantage.
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For India and Pakistan, TAPI would of course address energy defi cits, 
which are growing steadily more severe. For Turkmenistan, it would gener-
ate revenue and diversifi cation of export routes. And for Af ghan i stan it 
would provide revenue for development— an estimated $300 million 
annually— and gas for industrial enterprises along the pipeline.

Geopo liti cally, TAPI would also be highly attractive for Central Asia, 
India, and potentially the United States, in par tic u lar, as it would diversify 
Central Asia’s energy options, provide new material incentives for stability in 
Af ghan i stan, and weaken the leverage of Rus sia and China in Central Asia. 
Rus sia also, however, during 2010– 2011 apparently began to see merit in the 
proposal, as the prospect of Gazprom commercial involvement emerged.118 
Th at support from Moscow, plus enthusiastic backing from Washington, and 
India’s energy needs make prospects for concrete progress in project prepara-
tions brighter, as the Afghan confl ict begins to wane.

Energy Ententes with Rus sia?

Rus sia has by a substantial margin the largest natural gas reserves in the 
world. Yet exploiting them has proven to be a surprisingly complex political- 
economic proposition, despite Rus sia’s clear intent, especially under Putin, to 
do so. Numerous plans have been advanced for developing Siberian hydro-
carbon reserves and exporting production across the Eurasian continent to 
the East. Yet of all the three pipeline options available to the consumers of 
Asia, those emanating from Rus sia have been the slowest to develop and have 
caused the most frustration to foreign partners.

To be sure, a few energy partnerships with Rus sia have operated smoothly. 
Conspicuously, the Sakhalin I gas and oil project, involving the Japa nese 
government- affi  liated Sakhalin Oil Development Corporation (SODECO), 
in partnership with India’s public Oil and Natural Gas Corporation (ONGC), 
and Exxon Neftegaz, in a joint venture in which Rus sian partners (Rosneft 
affi  liates) have only a 20 percent interest, appears to have proceeded smoothly— 
after fi fteen years of preparation, it has been in production and operating 
relatively uneventfully, albeit imperfectly, from an Exxon and SODECO 
perspective, since 2006.119

Also, after more than a de cade of planning, the ESPO pipeline was com-
pleted physically in August 2010, from Rus sia’s east Siberian oil and gas fi elds 
via Tayshet to Skovorodino, on the Chinese border (Figure 7.7).120 In Novem-
ber 2010, northeastern China’s major oil- refi ning center at Daqing actually 
started to receive Rus sian oil on a test basis, with full- scale exports beginning 
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two months later.121 ESPO is scheduled to continue eastward by 2014 to 
Kozmino port, close to Nakhodka on the Pacifi c coast, where a modern new 
oil transport terminal was opened in January 2010,122 and thereby onward to 
the international market, including Japan.123 Indeed, GS Caltex, SK Energy, 
ExxonMobil, and Mitsui are already on the client list, with signed contracts.124 
Signifi cantly, however, the project has been completed fi rst to China, despite 
long- standing tensions between Moscow and Beijing.125 As the fi rst major 
transnational pipeline project to be completed between those two neighboring 
giants, in the face of numerous po liti cal, logistical, and economic obstacles, 
ESPO’s extension to Daqing represents another major step in the emergence 
of Eurasian continentalism.

Considering why the ESPO pipeline has been completed at last, after more 
than a de cade of negotiation, provides insights into accelerating pressures for 
continental political- economic interdependence more generally. Rapidly ris-
ing Chinese energy demand, fueled by the PRC’s remarkable economic 
growth, is making an increasing number of China- related projects feasible, 
especially those for overland oil and gas supply, which the PRC prioritizes for 
security reasons.126 China is also incresingly able to unilaterally provide strong 
fi nancial incentives for their completion. Turkmenistan and Kazakhstan 

Figure 7.7: Th e ESPO pipeline.
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have agreed to supply China on favorable terms and have substantial added 
capacity to do so, thus increasing pressure on Rus sia to supply China as well, 
whatever Moscow’s lingering misgivings might be.

FUTURE CATALYSTS FOR INTEGRATION

Trans- Eurasian political- economic relations are intensifying in the energy 
sector, due to the accelerating pace of pipeline construction, giving increased 
political- economic support to continentalism. Parallel but less geo graph i cally 
ambitious previous regional experience in Northeast Asia, where sectoral trade 
and fi nancial ties have led, over time and through critical junctures, to more 
formalized regional institutions,127 suggests that this Eurasian “protoconti-
nentalism” could well evolve into something more substantial, and of major 
global importance, although the prospect is by no means certain. Th e New 
Silk Road is another laboratory for exploring whether integrative patterns 
that have emerged in Northeast Asia— from informal networks to soft insti-
tutionalism, via critical juncture, and onward to more formal institutions, as 
economic interdependence rises— may be replicated elsewhere as well.

Looking to the future, it is useful to consider what forces might cata-
lyze the enhanced Eurasian connectivity that critical junctures have facili-
tated, and that transcontinental economic interdependence— especially energy 
complementarity— continues to stimulate. Th is section of the research iden-
tifi es two: (1) the entrepôt ministates, such as Singapore and the UAE, which 
stand outside the large, overregulated petrostates and authoritarian capitalist 
consumers, providing ser vices to the others; and (2) individual leaders, ranging 
from Goh Keng Swee to Vladimir Putin. Together, these two groups further ac-
celerate emergence of a more highly interactive continentalism within Eurasia.

The Entrepôt Ministates

Eurasian continentalism is a product not only of political- economic forces, 
geopo liti cal logic, and business or ga ni za tion, but also of distinctive social 
interactions, which need a supportive physical arena. Key people, capable of 
integrating diverse nations, often far across the world from one another, and 
of diverse cultural backgrounds, need to come into contact, in the sort of sta-
ble, user- friendly environment where they can make business deals and con-
clude congenial po liti cal arrangements. In this respect, as in energy demand 
and supply, geo graph i cal location defi nitely continues to matter, even in the 
globalized world of the twenty- fi rst century.



Emerging Ententes Amid Complex Continentalism240

In that new, brave, globalizing world, the ability to foster and energize so-
cioeconomic networks is a fundamental source of national strength and helps 
to fuse broader transregional relationships as well.128 Th e Eurasian nations 
are fortunate to have within their midst a small yet substantial number of 
entrepôt ministates that are particularly well adapted to fi ll these catalytic 
functions. City- states such as Singapore, the UAE, and increasingly other 
Persian Gulf locales such as Bahrain and Qatar have a combination of 
qualities that help them accelerate a pro cess of long- term continental inter-
dependence that energy- sector complementarities make attractive in any 
case. Within larger nations, some multi- cultural cities like Urumqi in Xinjiang 
are coming to play such catalytic trans- national roles as well.129

Th e ministate catalysts of the New Silk Road— descendants of medieval 
entrepôt like Venice and Genoa— have six concrete traits that make them 
important as arenas for regional commerce, networking, and other forms of 
soft integration. Most important, they have open economies with low tax rates. 
Indeed, many of them, such as the UAE and Singapore, are duty- free ports. 
Th is openness promotes entrepôt commerce and provides the entrepôt states 
with commercial advantages vis-à- vis their more shuttered neighbors, such as 
Iran in the Gulf and Indonesia in Southeast Asia, that in turn helps integrate 
those neighbors more smoothly into international economic aff airs.

Th ese catalytic ministates also typically enjoy solid infrastructure, both 
physical and intellectual, further facilitating transregional transactions. Both 
Singapore and the UAE, for example, have global- standard accounting sys-
tems, the rule of law, and a broad range of multinational fi nancial institutions. 
En glish is widely spoken, expatriate staff s frequently have Anglo- American edu-
cations, and many global fi rms locate regional headquarters in such locales.130 
Telecommunications infrastructure and pricing are also global standard.

Democracy is not necessarily typical in these strategic entrepôt centers— 
indeed, the reverse is generally the case. Po liti cal systems are typically feudal 
or soft authoritarian, allowing technocratic dominance. Th e most dynamic 
Gulf arenas for integration, for example, are typically run by Arab hereditary 
princes with a sense of long- run economic imperatives, while in Singapore a 
close- knit meritocratic group also prevails.131

Although leadership slots may be closely held among a united elite, the en-
trepôt centers now knitting the nations of Eurasia more closely together are 
typically cosmopolitan and transregional, at many levels, in their ethnic and 
cultural composition. Both Singapore and Dubai, for example, have large 
numbers of expatriate executives and technical specialists; both also hire 
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large numbers of guest workers in more menial positions. Both have particu-
larly large concentrations of Chinese and Indians, supporting their transre-
gional linkage role.

Th e key entrepôt centers naturally have substantial energy- sector 
 expertise— a key qualifi cation for further transcontinental relationships that, 
in the fi nal analysis, are heavily driven by energy. Few of the entrepôt centers 
themselves are major energy producers— neither Singapore nor Dubai, for 
example, generate any local energy production at all. Yet they do enjoy asso-
ciated expertise and connections. Singapore is, after Rotterdam, the second 
largest oil- refi ning center in the world, with an active energy- trading market. 
Dubai, although it has no oil, is a part of the UAE, a loose confederation with 
the fi fth- largest oil reserves on earth, two major airlines, and a broad repre-
sen ta tion of multinational banks and trading fi rms, although it has a popula-
tion of only 6 million inhabitants, including those of Dubai, of whom only 15 
percent are Emirati citizens.132

Th e entrepôt city- states, fi nally, all have proactive transregional diploma-
cies, rooted in endemic regional vulnerabilities, which force them to consult 
beyond their shores and to strengthen the multilateral environment within 
which their own local economies operate.133 As longtime Singapore Prime 
Minister Lee Kuan Yew observed, “Your best friends are never your immedi-
ate neighbors.”134 Singapore, with its ethnic Chinese majority, its tiny area of 
624 square kilometers, and its miniscule 2.7 million population, for example, 
lies both wealthy and surrounded by often hostile and resentful Islamic Malay 
nations. Vulnerability thus forces it to forge strong transregional ties.135 In the 
security area this has meant close cooperation with both the United States and 
Israel.136 To countervail resentment of this stance, however, Singapore has also 
forged elaborate ties with a variety of Islamic states and played a leading role 
in fostering the AMED dialogue with the Middle East, as noted above.137

Th e major entrepôt ministates of the Persian Gulf are in a situation strik-
ingly analogous to Singapore’s, which also encourages them to forge transre-
gional ties. Th e UAE, Bahrain, and Qatar all have Sunni Muslim leadership 
elites, yet live in the shadow of a potentially nuclear Shiite Iran, and a Shiite 
Iraq in the midst of uncertain transition. All have huge expatriate popula-
tions that outnumber local citizens, with Bahrain even having a Shiite major-
ity. All are wealthy, yet only lightly armed.

For such Persian Gulf entrepôt states, as for Singapore 3,600 miles to the 
east, transregional ties are indispensable. Th e United States is clearly a key fac-
tor in that mix, but hardly the only one, even in security matters, particularly 
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in the uncertain post– Iraq War era that is now emerging. In economic, fi nan-
cial, and even security aff airs, Eurasia’s role is substantial and rising, driven by 
burgeoning energy transactions, even as Eu rope and to a degree America also 
grow more distant.138 And with the Western fi nancial world in debt and in 
confusion, the interests of Asia and the Gulf— the major surplus regions in 
global fi nance— are growing even more closely aligned. Th e entrepôts— both 
east in Asia and west in the Gulf— have the resources, incentives, and increas-
ingly the networks to link East Asia, South Asia, the Middle East, and poten-
tially Rus sia as well. And they are rapidly becoming arenas for fostering such 
trans- continental integration.

Leaders as Catalysts

Economic complementarity, as we have seen, does not translate neatly and 
smoothly into interdependence. Policy change, in par tic u lar, is often a pain-
fully discontinuous pro cess. Vision and entrepreneurship, not to mention com-
patible institutions and policies, are clearly necessary to transform economic 
logic into new realities on the ground. At the transnational level, a clear per-
ception of common destiny on the part of key leaders is crucial to successful 
regional integration, as the evolution of Eu rope since the 1950s shows.139 And 
such shared perceptions frequently fail to evolve in the absence of powerfully 
shared experience.

Vision has been crucial in the growing impulse of fi rst the East Asian region 
and more recently the nations of Eurasia, spanning the entire Asian continent, 
to seriously interact. Early in the twentieth century such vision was mainly the 
province of intellectuals divorced from policy, although a few national policy-
makers, such as Sun Yat- sen, did articulate pan- Asianist sentiments also. Fol-
lowing World War II, there  were intermittent Asianist leaders, including Zhou 
Enlai, Nehru, Sukarno, and Nasser, many of whom assembled at the landmark 
Bandung Afro- Asian Summit of 1955.140

Leaders are especially important as prospective catalysts for Eurasian 
continentalist integration for fi ve reasons. First, and perhaps most impor-
tant, they help their countries change direction, especially at the critical 
junctures, which history shows have brought Eurasian continentalism into 
being. However rational the Silk Road orientation may be in economic and 
domestic security terms, especially with usable energy in short supply, and 
civil strive endemic, it is an unconventional one in operational terms for most 
of the countries involved. Top- level initiatives have thus been critically im-
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portant in orienting nations toward dealing with other Eurasians at substan-
tial cultural and geographic distance from themselves.

Malaysian Prime Minister Mahathir Mohammed’s “Look East” initiatives 
of the 1980s and 1990s, redirecting Malaysian policies away from an Anglo- 
Saxon focus toward Japan and Korea, as well as Saudi King Abdullah’s 2006 
Look East overtures toward China and India, have been clear cases in point.141 
Turkey, Iran, South Korea, China, and Singapore have all taken similar tran-
sregional steps.142 And Iran for several years (August 2005– December 2010) 
did so under a foreign minister, Manouchehr Mottaki, with a BA from the 
University of Bangalore, who also served for several years as ambassador to 
Japan (1994– 1999).143 Vladimir Putin, has also played an infl uential role, vari-
ously as Rus sian President and Prime Minister since 1999, in deepening coop-
eration among energy producers for well over a de cade, especially with regard 
to natural gas.144 Indeed, his sudden advent in 1999 was itself a critical junc-
ture that greatly intensifi ed the geopo liti cal cast of Eurasian energy relations, 
as noted in Chapter 3.

A second catalytic function of leaders in the building of trans- Asian conti-
nentalism is to help compatriots create international networks. Such networks 
are especially important in Eurasian relationships, because many of those ties 
cut across traditional Cold War po liti cal lines and are also transcultural. 
Working- level bureaucrats, politicians, and businesspeople among the SCO 
or AMED nations, for example, simply do not know each other. Top leaders, 
by heading delegations and making legitimating introductions, can put such 
middle- level functionaries in contact with one another across po liti cal and 
cultural boundaries, so that serious working- level interchange can begin.

Singapore, as we have seen, is a key catalytic arena for deepening New Silk 
Road ties. Se nior Minister Goh Chok Tong, who has long promoted inter-
regionalism, has played an especially proactive personal role.145 His extensive 
travels across the Middle East in 2005– 2006 together with Singapore business-
people, and his initiative in convening AMED in June 2005, are clear cases in 
point.146 Rus sian President Putin similarly promoted the interests of Gazprom 
and other Rus sian energy fi rms by frequently taking their leaders along or 
introducing their issues during his state visits abroad.147 Kazakh President 
Nazarbayev and Turkish Prime Minister Erdogan have also been infl uential 
in this way.

A third, related leadership function is to help build trust and leverage 
overseas. Leaders, by virtue of their position, carry the prestige of their offi  ce 
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and help confer it on delegation members by association. When leaders travel 
widely across Eurasia to confer, as has become increasingly common since 
energy prices began spiraling upward in 2004– 2005 in par tic u lar, they increase 
regional trust and confi dence. Periodic high- level conferences such as AMED, 
SCO, and CICA, together with bilateral state visits like those of Saudi King 
Abdullah to China and India, and those of Japa nese leaders (Koizumi, Abe, 
and Fukuda), Chinese leaders (Hu and Wen), and Korean leaders (Roh, Lee, 
and Han) to the Middle East and Central Asia, appear to be building some 
trust and rapport. Meanwhile, Rus sian energy sector consolidation, coupled 
with high energy prices and aggressive diplomacy, are steadily reinforcing a 
Rus sian leverage which has long- term implications for Eurasian interdepen-
dence more generally, despite frequent short- term re sis tance to Rus sian geopo-
liti cal maneuvering.

Leaders are important, fourth, for their agenda- setting role, as distinct from 
their administrative functions. Former Indian Petroleum and Natural Gas 
Minister Mani Shankar Aiyar, for example, developed a comprehensive Asian 
regional energy strategy for India that was substantively important, by pro-
moting such ideas as the Asian Gas Grid, connecting Asian countries with 55 
percent of world natural gas reserves.148 He also established the logic of en-
ergy relations as a tool for transcending and reducing geopo liti cal tensions, by 
personally building energy bridges to China, Myanmar, and Iran.149 Even af-
ter Aiyar left ministerial offi  ce in January 2006, after a short tenure of only 
twenty months, his emphasis on regional projects to ensure energy security 
continued to animate Indian foreign economic policy.

Korean President Kim Dae Jung promoted important ideas personally, such 
as the concept of the Iron Silk Road railway across Eurasia and the “Sunshine 
Policy” for dealing with North Korea.150 He also inspired important new or-
ganizations to promote concepts of Asian regional integration, such as the 
Asia Vision Group, proposed at the December 1998 Hanoi ASEAN Plus Th ree 
summit, and chaired by former Korean Foreign Minister Han Sung- joo.151 
President Lee Myung- bak and Prime Minister Han Seung- soo strongly em-
phasized Eurasian energy diplomacy and the concept of an Energy Silk Road, 
beginning in early 2008.152

Leaders are also crucial, fi nally, for the resources they mobilize on behalf 
of their priority strategies. Japa nese Foreign Minister Obuchi Keizō, for 
example, was instrumental during the late 1990s in orienting Japa nese for-
eign policy more strongly toward Central Asia, due to the strong intraparty 
po liti cal infl uence that this prime minister- to- be possessed with the Japa nese 
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foreign aid program. Th at leverage allowed Obuchi to commit new resources 
to Central Asian policy objectives that gave real credibility to his Silk Road 
policy goals.153 Th e crucial role of Putin and his successor Medvedev in mo-
bilizing Rus sian po liti cal and economic resources in support of New Silk 
Road diplomacy at a critical time, with broader geopo liti cal consequences, 
goes without saying. Indeed, the suddenly proactive role of Rus sian leaders 
after 2003 in energy diplomacy, as global prices began to rise, driven by Asian 
economic growth, has been one of the central factors giving increasing reality 
and concreteness to the notion of an incipient Eurasian balancing co ali tion 
in world aff airs.

CONCLUSION

Powerful economic complementarities have long existed between the vast hy-
drocarbon resources of the Middle East and the former Soviet  Union, on the 
one hand, and the vast consuming populations of East and South Asia on the 
other. Yet for many years, despite the coming of industrial and automotive 
revolutions that hurled the world abruptly into the petroleum age, the two 
geo graph i cal antipodes of Eurasia remained eco nom ical ly and po liti cally re-
mote from one another, save only for the unobtrusive, apo liti cal trading state 
activities of Japan. Indeed, it took six critical junctures to spur the growth and 
dismantle the barriers requisite to bringing the Islamic and Confucian corners 
of that vast continent into broad- based interdependence once again.

Th is chapter has presented the story of how and why Eurasia has become a 
more interactive and in many ways more cohesive continent, following the 
Balkanization of the Cold War years. It also considers what sort of continent 
Eurasia is becoming. Th ree powerful forces have been at work: elite fears of 
the instabilities created by ethnic diversity; fears of a rising fundamentalist 
threat; and the role of Rus sia as catalyst. Rus sia itself has been driven by two 
basic impulses: (1) acting to stabilize its regional environment by repelling 
disruptive forces, including those from the West; and (2) enhancing national 
infl uence by using energy as a geopo liti cal tool. Interestingly, the former impulse 
has been more productive for Rus sia in eliciting regional cooperation, although 
Moscow’s latent leverage on energy matters remains one of the most eff ective 
elements in its diplomacy.

In sharp contrast to Western patterns, trade and fi nance have not been 
principal drivers of po liti cal integration between the east and the west of Asia, 
however important they have been in subregions such as the Northeast, and 
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increasingly between India and China.154 Key nations of the Eurasian conti-
nent are linked more by geopo liti cal calculations, including arms contracts, 
development assistance, and, increasingly, energy pipelines and other infra-
structure, than they are by nonenergy trade and investment. Th is distinctive 
reality naturally shapes the sort of transcontinental ententes that are emerging, 
as well as the prognosis for those bodies, many of them potential forerunners 
for more formal integration, and in that sense protocontinentalist.

I have identifi ed several types of emerging ententes in continental Asia: 
hegemonic, multilateral, pariah, and corporate, as well as a strategic triangle 
of great powers. None are as cohesive or transparent as Western alliances, but 
they (particularly hegemonic ententes like CSTO) could potentially provide 
the basis for incipient balancing behavior versus the West at the international 
level, catalyzed by Rus sia. At a minimum, the constituent nations are trying 
to create an autonomous space in the heart of Eurasia where American super-
power is not determining. Th ey are achieving a degree of success, which could 
be enhanced by the decline in U.S. Afghan involvement. Moscow’s dominance 
through hegemonic ententes in the near abroad, coupled with leverage through 
arms supply and energy in the strategic triangle, give it local infl uence, de-
spite its relatively weak regional trade ties. Eurasian continental energy and 
arms ententes thus have potentially signifi cant strategic implications, likely 
to grow more important in future, which are explored in greater detail in the 
next chapter.
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Th e economies of East Asia, South Asia, the Middle East, and the 
former Soviet Union have changed sharply of late and have grown 
markedly more interactive, as we have seen, under the impact of 
historic critical junctures. Virtually every nation along the vast con-
tinental expanse from Beijing to Tehran and beyond is much 
wealthier now— both absolutely and relative to virtually every other 
global region— than a de cade ago, the recent succession of fi nancial 
crises notwithstanding. Th e growth explosion that began with criti-
cal junctures in China (1978) and India (1991) broadened further to 
Central Asia in the late 1990s, following the Soviet collapse of late 
1991, with that critical juncture opening former Soviet realms to 
deepening interdependence with the rising Asian giants.

Growth then accelerated in the Middle East, refl ecting long- term 
global energy price increases that have begun to transform the very 
structure of world aff airs. Th e Ira ni an Revolution, followed by shock 
waves in Saudi Arabia and Af ghan i stan, as well as the rise of Putin, 
injected the uncertainty of Islamic jihad, and more extensive Rus-
sian use of energy as a policy tool. Th e global fi nancial crises that 
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For the past half century and more, the core of the global po liti cal economy 
has been the United States— a massive continental power, blissfully separated 
by vast oceans from all potential rivals, in sharp contrast to other potential 
superpowers. China, for example, has Japan, Rus sia, and India  directly on its 
frontiers. Rus sia, meanwhile, must contend geo graph i cally with not just China 
but also Iran and Germany, while lying in close proximity to the powerful, 
industrialized West. Western Eu rope is also preoccupied with regional con-
cerns close at hand, including the intermittent threat of fi nancial crisis.

Apart from America’s favorable, detached location, it also has a near 
 monopoly of fi rst- rank military capabilities. It is one of less than ten nuclear 
powers— the one with preeminent delivery systems— and accounts for nearly 
half of global defense spending.4 Although U.S. land forces are far from the 
largest in the world, American air and naval power are second to none— in 
scale, in technical sophistication, in combat experience, and in geopo liti cal 
leverage fl owing from their far- fl ung deployment patterns.

America also retains formidable geopo liti cal infl uence through the strate-
gic presence of its forward- deployed military forces in several of the largest 
and potentially most powerful nations of Eurasia (Figure 8.1). Th roughout 
the fi rst post– Cold War de cade and beyond, the United States maintained 
roughly 100,000 troops in Eu rope, centering on Germany, Italy, and Great 

Figure 8.1: American military deployment network.
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Britain. Simultaneously, it based close to 100,000 American troops in North-
east Asia, mainly in Japan, South Korea, and afl oat with the Seventh Fleet. 
Even two de cades after the collapse of the Soviet  Union, the largest contin-
gents of American troops in the world, outside Af ghan i stan,  were still forward- 
deployed in Germany, Japan, and South Korea. In all these cases, their 
presence was reinforced by strong host- nation fi nancial support.5

Just as important as the global sweep of American military deployments 
is their strategic confi guration. U.S. forces are substantially deployed in the 
power centers of the OECD world— Western Eu rope and Northeast Asia— 
simultaneously reinforcing America’s network of rimland alliances and in-
hibiting the emergence of balance- of- power tensions among these major 
nations. U.S. and NATO troops are also deployed strategically along the en-
ergy sea lanes from the Persian Gulf to East Asia, in locations ranging 
from Bahrain, headquarters of the Fifth Fleet, and al- Udeid Airbase in Qatar, 
to Diego Garcia, Singapore, and beyond to Japan and Korea, with powerful air 
and naval capabilities all along those strategic thoroughfares. America’s political- 
military position is also reinforced by prepositioning, access agreements, 
training programs, and military sales.6

Apart from its military strength, and the broad, strategic deployment 
thereof, the United States has a broad range of other power resources with 
which to potentially confront or co- opt any competitive Eurasian confi gu-
rations in the emerging global political- economic system of the twenty- fi rst 
century. Deeply related to military strength, fi rst of all, are American intelli-
gence collection and assessment capabilities. Apart from the world’s preemi-
nent network of reconnaissance satellites and a formidable human intelligence 
confi guration, the United States also has the world’s best analysts and research 
institutions, both within and outside government, working in intimate inter-
action with the broader global community.

Aside from military capabilities, the United States also has formidable 
embedded political- economic strength.7 Th is entrenched infl uence fl ows from 
its role in helping create virtually all the major institutions of the postwar 
world, including the Bretton Woods system of international trade and fi -
nance, now defunct; the United Nations; the World Bank; the International 
Monetary Fund; and the World Trade Or ga ni za tion, just to name a few. 
Emblematic of America’s massive embedded advantages is the dominant 
global role of the U.S. dollar, recently providing 33 percent of global reserve- 
currency fi nancial assets, compared to 14 percent for the Euro, a distant 
runner- up.8 Th e dollar’s per sis tent preeminence has been nothing short of 
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amazing, given the nearly $650 billion in trade defi cits9 which the United 
States recorded in 2010, together with the massive net- debtor circumstances 
in which it currently fi nds itself— not to mention the serious 2008 crisis of its 
major fi nancial institutions, the rancorous bud get debate of 2011, and the 
credit- rating downgrades that followed.

Even more important to U.S. global preeminence than the scale of Amer-
ica’s fi nancial resources, or even their complex linkages to the very fabric of 
international life, is their geo graph i cal distribution. Virtually every national 
government— not excepting even pariahs like Iran and North Korea— holds 
U.S. dollars as the core of their foreign- exchange reserves. Indeed, Pyong-
yang has paid Washington’s fi nancial hegemony the ultimate compliment of 
producing “superdollars,” counterfeits of the U.S. currency itself.

Th e United States also has substantial embedded “soft power” capabilities 
to engage, and thereby to infl uence, the wider world.10 Apart from preemi-
nent universities, with their global alumni networks, there are also powerful 
mass media, such as CNN, the New York Times, the Washington Post, and the 
Wall Street Journal, which play a key transnational role in agenda setting. 
Th ese media networks enjoy broad, infl uential audiences worldwide, magni-
fi ed by the global role of the En glish language, forcing not only the American 
but also foreign governments to respond to what they broadcast.

Given its diverse range of power resources— in fi nance, mass media, and 
intelligence gathering, as well as military aff airs— the United States has, for 
half a century and more, been more than able to provide suffi  cient blandish-
ments to rimland powers like its G7 allies, to balance Rus sia and other Eur-
asian nations. Th e dramatic collapse of the Soviet  Union at the end of 1991 was 
only the most dramatic expression of that potency. Globalization, to be sure, 
benefi ted the United States greatly in its early stages, as both Jimmy Carter 
and Ronald Reagan well understood; embedded American strengths clearly 
persist in the global world now emerging. Yet the rise of new energy- driven 
ententes, as well as rising trade imbalances and volatility in global fi nance, 
are threatening U.S. dominance, even as shale gas allows the United States 
itself to become somewhat more self-suffi  cient in energy. Th e world must be 
conscious of all those portents in future years.

Deepening Challenges

Amid the steady drumbeat of American triumphalism, which intensifi ed for 
a de cade and more following the Soviet  Union’s collapse, many core supports 
for U.S. preeminence have been slowly wasting, in part due to the rise of the 
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New Silk Road itself. Th is erosion of the long- standing geoeconomic Pax 
Americana has occurred most obviously in three key areas: fi nance, conven-
tional energy, and military basing, as discussed above. More subtly, years of 
per sis tent overseas military interventions, however unavoidable, have exacer-
bated a mountain of U.S. national debt, both by increasing current expen-
ditures and by magnifying future obligations for veterans’ pensions and 
medical expenses.11 Th ey have also provoked a surge of anti- Americanism 
and resentment of U.S. hegemony, especially in the Middle East, Latin 
America, and Eu rope.12 Th e net consequence of all these developments, as we 
will see, is gradually becoming clear: a new, more volatile era of multipolarity, 
beyond American Afghan involvement, in which Eurasian interrelationships 
can at last emerge, however inchoate, as one increasingly signifi cant tier 
among many new, often interrelated political- economic confi gurations.

In fi nance, the primary engine of change has been America’s prodigious 
government debt, swollen by a de cade of war in Iraq and Af ghan i stan, and 
recently aggravated by domestic stimulus. Th at debt has been rising steadily 
since the early 1990s, accelerating markedly since 9/11, and totaling around 
$14.8 trillion in September 2011.13 U.S. government debt outstanding in 
2010 was roughly four times as large as in 1990 (Figure 8.2).14

To be sure, recent levels of American public debt have been exceeded in the 
past— notably at the height of World War II. Indeed, in 2008 the country’s 
debt was only half of what it was in 1945, when the cost of waging World War 
II propelled it to 122 percent of GDP.15 Yet the fi scal constraints on American 
foreign policy seem fated to grow even more constraining in future years, 

Figure 8.2: Expansion of outstanding U.S. public debt.
Source: U.S. Department of the Trea sury,  http:// www .treasurydirect .gov /govt /reports
 /pd /histdebt /histdebt .htm .
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driven by debt ser vice and spiraling entitlement obligations, even if programs 
like the massive $780 billion stimulus package of 2009 are not repeated.16

America’s 2011 fi scal defi cit was around $1.3 trillion, and the Congres-
sional Bud get Offi  ce projects that annual defi cits will average $1 trillion an-
nually for the next de cade.17 For fi scal 2011, debt ser vice already consumes 
10 percent of federal government revenues. And that share is expected to rise 
to 17 percent by 2019 and to exceed national defense spending by 2030.18

On the entitlements front (primarily Social Security and Medicare), U.S. 
government unfunded obligations (traditionally covered on an intergenera-
tional basis) are over $61 trillion, or over four times current U.S. GDP.19 Fund-
ing current obligations occupied fully 40 percent of the federal bud get in 
2008. And with the aging of the 77- million- strong baby boomer genera-
tion, the fi rst members of which turned sixty- fi ve in 2011, entitlement expen-
ditures will spiral still further. Pension and health care (public and private) 
consumed 4 percent of U.S. GDP in 2008, but this ratio is expected to rise— 
for demographically predictable reasons— to 18 percent by 2050.20

Rising International IOUs

Th e IOUs fl owing out of the United States are rapidly accumulating in the 
hands of Eu ro pe ans, Japa nese, Chinese, and recently Indians and Rus sians 
as well.21 China and Japan are now by far the most important creditors of the 
U.S. Trea sury (Figure 8.3). Together they hold 65 percent of world foreign ex-
change reserves,22 most of which are held in dollars, and are said to routinely 

Figure 8.3: China, Japan, and Eurasia: combined shares of global foreign exchange 
reserves.
Source: International Monetary Fund, International Financial Statistics,  http:// www
 .imfstatistics .org .
Note: Eurasia includes China, Japan, India, Hong Kong, Rus sia, Republic of Korea, 
Bahrain, Kuwait, Qatar, Oman, Saudi Arabia, and the United Arab Emirates.
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purposes that will benefi t the country’s economy and citizens.”27 Many such 
funds hold the bulk of their nation’s foreign exchange reserves. Since the 
fi rst SWF was established by the Kuwait Investment Authority in 1953, SWF 
assets have expanded to over $3 trillion, with a study conducted under the 
auspices of the Council on Foreign Relations forecasting that these assets 
will nearly qua dru ple, to $12 trillion by late 2012.28 By comparison, hedge 
funds worldwide held assets of a “mere” $1.67 trillion as of March 2010.29

SWFs relate profoundly to the rising role of Eurasia in the global po liti cal 
economy, because the large SWFs are almost exclusively located in New Silk 
Road nations. Nine of the ten largest SWFs in the world are based in Eurasia— 
fi ve in East Asia and three in the Middle East, plus Rus sia (Figure 8.4). None 
are in Africa or Latin America. Th e only exception to the Silk Road monopoly 
is Norway, which helped pop u lar ize and legitimate the SWF concept globally 
in 1990 and actively uses an SWF to invest the bulk of its proceeds from oil 
exports.30 Th e largest American SWF, that of the state of Alaska, is the seven-
teenth largest in the world, with assets of just over $40 billion.31

As Figure 8.4 makes clear, the large SWFs are of two varieties. Most im-
portant are the SWFs of major oil and gas exporters, particularly from the 
Persian Gulf, which collectively hold roughly two- thirds of SWF assets 
worldwide.32 Th e UAE’s fund, the world’s largest at over $600 billion, is in a 
sense typical. Th e UAE is a huge oil exporter, at over $70 billion annually (or 
2.5 million barrels per day), with two- thirds of its production going to Japan.33 
Despite its huge exports and the considerable revenue therefrom, swollen 
by high energy prices, however, the UAE has very limited local absorptive 

Figure 8.4: Large sovereign wealth funds of the world.
Source: Sovereign Wealth Fund Institute,  http:// www .swfi nstitute .org /fund -rankings / .
Note: Figure for China (SAFE Investment Co.) is a best- guess estimation. Rus sia fi gure 
(National Wealth Fund) includes the Rus sian oil stabilization fund. Figures are the 
latest available as of November 2010, according to the website.
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 capacity. Its local population, after all, is only 4.5 million people, of whom less 
than 20 percent are citizens.34

Th e second group of substantial SWFs belongs to East Asian manufacturing- 
exporting nations. Th e largest Asian SWFs, those of the PRC, hold total 
assets of roughly $350 billion each, or about a quarter of China’s overall 
foreign exchange reserves in total.35 Such SWFs are essentially recycling the 
product of trade surpluses between East Asia and Western industrial nations, 
although Japan, as of early 2012, did not yet have one.

SWFs thus recycle a high and rising fraction of the huge surpluses from 
energy and manufactured trade that the Eurasian nations have been running 
with the rest of the world, particularly with the United States and Eu rope. Th ose 
funds have expanded rapidly since 2000, as both energy and nonenergy trade 
surpluses between Eurasia and the rest of the world have soared. Between 2000 
and 2006, as energy prices  rose, for example, the trade surplus of the Middle 
Eastern countries minus war- torn Iraq with the broader world tripled, from 
$88 billion to $252 billion. Meanwhile, the trade surpluses of Rus sia and the 
Central Asian countries, minus Kyrgyzstan and Tajikistan, more than doubled, 
from $58 billion to $139 billion. Th at of China, trading heavily with the United 
States and Eu rope,  rose more than ninefold, from $18 billion to $169 billion.36

unique political- economic leverage

Th e SWFs have unique potential for revising the course of world political- 
economic aff airs, due to their or gan i za tion al structure and decision- making 
criteria. Th eir managements are typically businesspeople rather than bureau-
crats, and their investment criteria are per for mance oriented. SWFs have no 
direct regard for macroissues in po liti cal economy, like the seigniorage role of 
the U.S. dollar, and most countries have no systematic way of incentivizing 
them to do so.

Unlike conventional sovereign asset pools, which have typically been 
conservatively invested in gold and the sovereign debt instruments of key 
currency nations, such as U.S. Trea sury bills, SWFs invest much more 
broadly, often at the subnational level. Th e Abu Dhabi Investment Authority, 
for example, bought 4.9 percent of Citigroup for $7.5 billion, while China In-
vestment Corporation, one of the PRC’s largest SWFs, took a 10 percent share 
in the Blackstone Group, a highly infl uential boutique American investment 
fi rm, for $3 billion.37 Dubai International Capital has likewise bought heavily 
into several Asian industrial enterprises, including Sony and HSBC.38 A 
growing number of Japa nese companies, including Nippon Telephone and 
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possible during 2009 and thereafter. Th e rise of imported infl ation in the 
Persian Gulf, related to American monetary policies over which Eurasian 
nations have little control, also threatens to erode the dollar- energy link and 
the dollar’s related global key currency role.41 Currency integration among 
the Gulf Cooperation Council (GCC) nations of the Persian Gulf could fur-
ther undermine the dollar’s long- term role, given the massive scale of the re-
serves and the SWFs of the member nations.42

Despite complex short- term political- economic cross- currents, the long- term 
logic of currency integration continues to be attractive. In addition to allowing 
the free movement of labor, capital, and goods, GCC monetary  union could 
mitigate the infl ationary pressure on the member states induced by a fl uctu-
ating dollar. Cross- border transactions within the Gulf would also be simpli-
fi ed while gaining impressive economies of scale. Th e global fi nancial crisis of 
2008– 2009, although provoking an initial fl ight to safety benefi ting the dol-
lar, may indeed intensify longer- term prospects for GCC fi nancial integra-
tion and for intensifi ed interaction among fi nancial surplus countries in East 
Asia and the Gulf, due to the massive structural defi cits in the United States 
that resulted from it, as well as other lingering uncertainties in global trade 
and fi nance.43

A third potential impact of the SWFs on the global fi nancial system 
could aff ect its transparency— a fundamental fi nancial pa ram e ter, which 
the international community has struggled for many years to establish. Under 
prevailing legal norms, each country is supposed to supervise its fi rms domes-
tically, monitoring their observance of international duties to disclose infor-
mation. Government- owned SWFs are in a position to dispense with or 
short- circuit such regulations, even though they act in the same marketplace 
as private funds. Th e absence of appropriate information regarding SWFs 
makes it diffi  cult to assess what kind of risk their counterpart companies, not 
to mention the nations with which they deal, could ultimately face.44

The Erosion of American Energy 

 Independence

Another key American power resource— now also steadily eroding— has 
long been this country’s relative energy in de pen dence and indeed, its ability 
to serve as an emergency supplier of last resort. Th e powerful leverage of the 
United States in the energy supply area was clearly manifest during World 
War II, when the United States fueled its entire war time eff ort from domestic 
reserves and exported substantially to allies as well.45 By the time the Korean 
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War broke out, the United States was beginning to sense its own vulnerabil-
ity and encouraged the export of Saudi oil to Eu rope, to avoid excessively 
depleting American domestic reserves.46

U.S. energy dependence on the broader world has intensifi ed substantially 
since 1970, and especially since the mid- 1980s (Figure 8.5). In dollar terms, 
the increase has been especially steep, accelerated by the quadrupling of the 
world price of oil during the 1973 Yom Kippur War. American energy depen-
dence on world markets rose sharply, in both quantitative and fi nancial 
terms, during that period. Going forward, shale gas may well obviate the 
need for LNG imports, but will have less direct impact on the heavy U.S. 
dependence on imported oil.47

Compounding the global political- economic pressures promoting a long- 
term Eurasian transcontinental interdependence are signifi cant changes in 
recent years within the energy distribution sector. Th roughout the fi rst cen-
tury and more in the history of global petroleum, it was large, multinational 
fi rms based primarily in the United States and Britain that dominated 
trade in world energy.48 As discussed in Chapter 3, all this changed radically 
amid the oil shocks of the 1970s. Western private- sector affi  liates in major 

Figure 8.5: America’s heavy oil import dependence.
Source: U.S. Department of Energy, Annual Energy Review, 2008 edition,  http:// www .
eia /doe /gov /emeu /aer /contents .html .
Note: Figures are expressed in percentage of oil consumption.
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oil- exporting countries, such as Aramco in Saudi Arabia,  were nationalized, 
and national oil companies became suddenly dominant. Indeed, over three- 
quarters of global proven oil reserves are now in their hands.49 Trans- Eurasian 
energy relationships, in short, are both steadily deepening in economic terms 
and increasingly mediated by local fi rms, without the involvement of the tra-
ditionally dominant Western multinationals, due to a key critical juncture in 
the early 1970s.

CHANGING EURASIAN GEOECONOMIC 

INCENTIVES

Since the early 1990s, Japan, South Korea, and increasingly China have been 
heavily dependent on the American market for both exports and ultimately 
economic growth itself. Indeed, by 2002 more than 22 percent of Chinese 
exports, generating over 8 percent of national GDP, fl owed to the United 
States.50 Th is ratio had been rising steadily for over two de cades (Figure 8.6), 
with one single fi rm, Walmart, selling well over $20 billion in Chinese prod-
ucts to American consumers.51

Th is steadily rising dependence on the U.S. market, so crucial in past years 
to Chinese growth, now appears to have crested. Since its high- water mark in 
2002, Chinese exports to the United States, as a share of total exports, have 
fallen from 22 to under 18 percent (Figure 8.7), as bilateral trade frictions 
intensify and the renminbi rises against the dollar. With alternative markets 

Figure 8.6: High Northeast Asian export dependence on the United States.
Source: International Monetary Fund, Direction of Trade Statistics,  http:// www
 .imfstatistics .org .
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expanding in the more rapidly growing nations of Asia and the Middle East, 
this declining trade dependence on America seems likely to continue and 
even accelerate.52

Meanwhile, other Asian nations traditionally dependent directly on the 
U.S. market are growing more dependent on China, either as an assembly way 
station or as a fi nal market, hence increasing the PRC’s centrality in the over-
all Asian po liti cal economy. And as China grows more affl  uent, its role in the 
latter capacity inevitably rises. Since 2004, South Korea’s exports to China, 
increasingly supplying fi nal demand in the PRC, rather than components 
for exports to the United States, has exceeded those to the United States— by 
a margin of well over 2:1 in 2010.53 A parallel, albeit less pronounced, dynamic 
prevails in triangular trade relations among the United States, Japan, and 
China, where Japan- China trade has exceeded U.S.- Japan trade by a steadily 
increasing amount since 2005, with the share of fi nal consumption in China 
also rising.54

Some major nations of the New Silk Road, it should be noted, have never 
had the sort of deep economic ties with the United States that Northeast Asia 

Figure 8.7: China’s declining U.S. market reliance.
Source: International Monetary Fund, Direction of Trade Statistics,  http:// www 
.imfstatistics .org .
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has enjoyed, due to a diff erent history of political- economic relations and the 
consequent weakness of transnational production and distribution networks 
linking them with the United States.55 India and Russia— the two key poten-
tial members of a trans- Eurasian strategic co ali tion, apart from China— fall 
into this category. Th eir dependence on the U.S. market is strikingly lower 
than that of China or other Northeast Asian nations, arguably orienting their 
political- economic incentives in other directions (Figure 8.8). And that de-
pendence on the United States is substantially lower, in both the Rus sian and 
the Indian cases, as a share of total exports than it was a de cade ago. For 
India the drop has been precipitous— only 10.6 percent of Indian exports went 
to the United States in 2010, compared to 22.5 percent a de cade earlier.56 And 
Rus sian exports to the U.S., at 3.2 percent,  were less than one-third the al-
ready low Indian ratio.

As China’s traditionally high dependence on the American market, and 
that of its Northeast Asian neighbors, declines, and as Asian foreign exchange 
reserves steadily rise, the Washington- centric inhibitions on the PRC’s for-
eign policy behavior are naturally reduced. Meanwhile, China’s quest for 
energy and raw materials continues apace, fueled by explosive domestic growth. 
Th is quest impels Beijing and other rapidly growing Silk Road states to de-
velop ties with a range of unsavory governments whose policies and values 
confl ict sharply with American policy interests, as well as broader international 

Figure 8.8: Chinese, Indian, and Rus sian trade dependence on the U.S. market 
(1992– 2008)
Source: International Monetary Fund, Direction of Trade Statistics,  http:// www 
.imfstatistics .org .
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norms. In these relationships, they frequently cooperate also with other mem-
bers of the Eurasian strategic triangle and others signifi cantly less dependent 
on the United States than China.

Both Rus sia and India are clear cases in point. Both have much lower de-
pendence on the U.S. market than China (Figure 8.8)— and that dependence 
is, in both cases, sharply lower than it was at the end of 1999, when Vladimir 
Putin came to power in Moscow. Although limited competiveness may ac-
count in part for the low level, it hardly accounts for the decline, as Rus sian 
productivity has been improving, even as market dependence on the United 
States recedes. Conversely, in the Rus sian case at least, dependence on the stra-
tegic Eurasian triangle has— thanks to buoyant Rus sian energy exports to 
rapidly growing and energy- defi cient China and India— rapidly eclipsed U.S.- 
Russian trade, with the gap widening steadily since 2006 (Figure 8.9).

Lack of Deference on Human Rights

Continental Eurasia, with limited and declining economic dependence on 
the United States, is, not surprisingly, also often disinclined to deference 
on other matters. Th e complications are evident in Darfur. Th ere, well over 
200,000 people are said to have been slaughtered over more than three years of 
unremitting genocide by northern Sudanese Arabs against the long- suff ering 

Figure 8.9: Th e historic post– Cold War continentalist shift in Rus sian trade 
(1992– 2009).
Source: International Monetary Fund, Direction of Trade Statistics,  http:// www 
.imfstatistics .org .
Note: Unit is percentage of total Rus sian trade, with the heavier line indicating the 
combined share of China and India in Rus sian foreign trade.
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blacks of the south. China supplied much of the weaponry used by Sudanese 
troops.

Despite the controversial nature of the Sudanese regime, a range of Eur-
asian fi rms, led by Chinese enterprises, have plunged into commercial involve-
ments in the Sudan without hesitation. China’s emerging oil major, CNPC, 
together with Malaysia’s Petronas and India’s Oil and Natural Gas Corpora-
tion (ONGC), have formed Greater Nile Petroleum Operating Company 
(GNPOC), a joint venture to exploit Sudanese oil, with own ership divided 
among CNPC (40 percent), Petronas (30 percent), ONGC (25 percent), and 
Sudapet (5 percent). GNPOC was producing an estimated 260,000 barrels 
per day as of January 2007.57 Since 1998, this perverse Eurasian corporate al-
liance has been continuing to exploit Sudanese resources, little fazed by in-
ternational condemnation. Japan too has been a major energy importer from 
the Sudan, especially from its southern segment, which became in de pen dent 
in mid- 2011.58

Uzbekistan is another case in point. In mid- 2005, hundreds of local citizens 
 were killed at Andijan, in one of the largest massacres of unarmed civilians 
globally since Tiananmen Square in 1989. Th e number of fatalities is in dis-
pute, with sharply contrasting assessments. Th e Uzbek government indicates 
that 169  were killed, although the Or ga ni za tion for Security and Cooperation 
in Eu rope estimates the number of fatalities at between 300 and 500, with 
some suggesting a toll as high as 700.59

Th e Uzbek government failed to investigate formally or to punish rele-
vant parties and has reportedly intensifi ed domestic repression in the wake of 
the incident. Th e government also retaliated against the West, which protested 
human rights violations, by expelling American military forces from Karshi- 
Khanabad Air Force Base as one consequence. Yet Eurasian nations such as 
China, Rus sia, Iran, or even India have failed to seriously question Uzbek 
governmental behavior, and several have deepened political- economic rela-
tions since Andijan.60

Myanmar follows the same pattern. In 1990 a bloody military coup nullifi ed 
the unambiguous pop u lar election victory of Aung San Suu Kyi, daughter of 
the martyred hero of the country’s in de pen dence struggle and a future Nobel 
Peace Prize laureate. After years of per sis tent ly despotic rule, the military junta 
of General Th an Shwe in 2007 brutally suppressed a broad- based rash of mass 
demonstrations, led by local monks, in which foreign journalists  were killed, 
including a Japa nese journalist who was brutally murdered. Th e West and Ja-
pan protested vehemently. Yet the Burmese military, supported by China, and 
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junctures of the past, especially the Ira ni an Revolution and Putin’s soft 
 authoritarianism. Th e governments of many Eurasian nations, as we have seen, 
demonstrate an aversion to the perverse uncertainties that prevail in a volatile 
world of neoliberal interdependence. Bolstered by energy revenues and the 
inherent attraction for others of their bountiful underlying reserves, the 
petrostates, in par tic u lar, are freed by the possession of energy resources from 
the need to conciliate the world community, and are increasingly prone to use 
energy as a geopo liti cal weapon. In the wake of the frustrating Iraq and Af-
ghan i stan ventures, as well as America’s bud get crisis, few ambitious outside 
powers are likely to venture again to forcefully compel or attempt to trans-
form them, in accordance with either superpower interest or broader interna-
tional norms.

Eurasia’s emerging energy geopolitics thus do not herald the coming of a 
“world of liberty and law,” as recent idealists have confi dently proclaimed.65 
However salient that pattern might be in the legalistic societies of the West, 
it lacks the domestic cultural or institutional base to easily prevail across most 
New Silk Road nations, with their generally authoritarian traditions and often 
instrumental approach to human rights. Further, the West lacks leverage to 
impose such constraints from the outside, as the frustrating experience of Ira-
ni an sanctions suggests. Th ese societies have limited Western trade dependence 
and often substantial energy resource buff ers, not to mention like- minded re-
gional allies. And the West, in the wake of Af ghan i stan and Iraq, lacks the 
fi nancial and po liti cal wherewithal for sustained military involvement on the 
Eurasian continent, however technologically formidable its arsenal may be.

Rising global energy demand is thus leading us gradually toward an intra- 
Eurasian interdependence that— in the absence of creative new steps to alter 
the situation— has sobering future implications for international aff airs. Th at 
grouping implies liberation from U.S.- made international rules and potentially 
the emergence of a lawless new region— a reversion to a Hobbesian “state of 
nature.” Th at anarchic development has momentous implications at both the 
national and international levels.

Dangers of International Anarchy

Among the nations of the region, the absence of powerful outside dissuasion, 
combined with limited mutual economic interdependence and low transpar-
ency, has led to an ominous proliferation of weapons of mass destruction 
(WMD) across Southwest Asia. Few of the nations in the vicinity are members 
of the OECD. Many are not even members of the WTO. None ever had any-
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thing to do with the General Agreement on Tariff s and Trade. Th e inhabitants 
of this rough neighborhood are quintessentially people without rules— 
denizens of what Th omas Barnett calls the “non- integrated gap,” devoid of 
stabilizing links to the key centers of global geopo liti cal power in Eu rope and 
North America.66 For them, notions of constitutionalism, personal liberty, 
and the rule of international law are far- distant abstractions.

Yet the sojourners along the New Silk Road, who have never valued either 
Platonic rules or Kantian imperatives, do possess two resources that are po-
tent broadly across international aff airs— money and natural resources. Some 
in the region are also moderately advanced in technology. Being outsiders 
in an international system dominated by Eu rope and the United States, gov-
erned dramatically by parochial co ali tions with limited reliance on interna-
tional trade apart from energy, these nations have grown adept at cynically 
utilizing their resources as leverage to attain desired ends, however globally 
destabilizing such behavior might be.

Not surprisingly, nearly two- thirds of all the nations on earth possessing 
ballistic missiles are located along the New Silk Road, creating the extraordi-
nary concentration revealed in Figure 8.10.67 Eleven of these nations have only 
short- range missiles— with ranges of less than 1,000 kilometers.68 Yet along 
the length of the road are also seven countries— China, India, Iran, Israel, 
North Korea, Pakistan, and Saudi Arabia— with intermediate- range ballistic 
missiles, possessing more substantial ranges of 1,000– 3,000 kilometers. Indeed, 

Figure 8.10: Ballistic missile deployments in Eurasia.
Source: Cirincione, Wolfstahl, and Rajkumar, Deadly Arsenals, 15.

Intercontinental range (5,500 km+) ballistic missile
Medium range (<3,000 km) ballistic missile
Short range (<1,000 km) ballistic missile



Strategic Implications268

Eurasian nations are the only countries in the world, apart from the conven-
tional Great Powers, with such capabilities. Two of the countries involved, 
Rus sia and China, are also among the small, exclusive group of global powers 
possessing intercontinental ballistic missiles, with ranges exceeding 5,500 
kilometers.

Eurasian continental powers also fi gure prominently among those retain-
ing weapons of mass destruction, making their missile capabilities all the more 
dangerous and destabilizing. Indeed, there is a veritable swath of nations pos-
sessing chemical, biological, and nuclear weapons stretching across the Eur-
asian continent, without parallel anywhere  else on earth (Figure 8.11). Five of 
the eight declared nuclear powers (Rus sia, China, India, Pakistan, and North 
Korea) are in the area, together with one undeclared nuclear power (Israel), 
and another clear aspirant (Iran). All of the seven nations suspected of retain-
ing biological weapons or programs (China, Egypt, Iran, Israel, North Korea, 
Rus sia, and Syria) are likewise there.69 So are all six of the nations (the “bio-
logical seven” minus Rus sia) that are suspected of retaining signifi cant chemi-
cal weapons programs.70 As in the case of missile capabilities, this confi guration 
is unequaled anywhere on earth in the post– Cold War world. And Eurasia is 
also a turbulent region where terrorism, and the potential diff usion of weap-
ons to terrorists, is a serious security problem.

Figure 8.11: Chemical, biological, and nuclear weapons in Eurasia.
Source: Cirincione, Wolfstahl, and Rajkumar, Deadly Arsenals, 22.
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Some wealthy, technologically advanced nations across the world, of course, 
have either forsworn or abandoned WMD programs. Prominent among those 
opting out of such deadly competition are Japan, Germany, Brazil, Argentina, 
South Africa, and several of the post- Soviet successor states, including Belarus, 
Kazakhstan, and Ukraine.71 None of the New Silk Road nations, save Kazakh-
stan, however, is among them. And Kazakhstan was a WMD possessor only by 
accident, by virtue of being a successor state of the Soviet  Union, with substan-
tial Soviet nuclear forces already on its territory, when the USSR collapsed.

Domestic Instabilities

Apart from the perils of systemic anarchy at the international level, Southwest 
Asia clearly confronts serious challenges to public order at the domestic level as 
well. As noted earlier, profound challenges are evoked in any developing society 
by social transition in rapidly growing po liti cal economies— adjusting to ur-
banization, education, rising expectations, income in e qual ity, and so on.72 In 
addition, this region also confronts the pronounced specter of Islamic funda-
mentalism, exacerbated since the late 1970s by the Ira ni an Revolution and 
superpower intervention in the Islamic world (both in Iraq and in Af ghan i stan 
twice), as well as momentous dislocations surrounding the end of the Cold 
War.73 Th e Soviet collapse and Putin’s eff ort to reassert Rus sian dominance in 
the near abroad, in part through an unyielding attack on Muslim extremists in 
Chechnya and elsewhere, has made matters still more complex and volatile.

CAN EURASIA ENSURE ITS OWN STABILITY?

Beyond the realm of values lies the issue of capacity. Even if the Eurasian states 
wanted to uphold broader global norms, or to support systemic stability, and 
had the necessary resources, would they be institutionally or po liti cally ca-
pable of doing so? Are they moving seriously in the direction of gaining such 
capacity? Clearly these nations are becoming a critical mass in the inter-
national system, and despite continuing tensions a more coherent transnational 
entity. Combined affl  uence and cohesion could well ultimately lead them 
to a more signifi cant collective role in international aff airs, albeit potentially 
under stronger Rus sian or Chinese geopo liti cal infl uence. Deepening Eur-
asian continental interaction could alternatively lead to chaotic intraregional 
balance- of- power struggles, with a potentially nuclear dimension, thus desta-
bilizing one of the most eco nom ical ly vital regions on earth.
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A crucial consideration, in thinking about the future of the Eurasian conti-
nent in world aff airs, is the nature of governments and civil societies prevailing 
in the countries concerned. How coherent are the administrative capabilities 
of the states involved? How powerful and competent are their executives at 
the cosmopolitan tasks of international aff airs? And how eff ectively do the 
civil societies of these nations alternately inform, nurture, and when neces-
sary check the actions of the states within which they are embedded?

A casual review is not encouraging. None of the major nations of the 
New Silk Road— not populous China or India, or affl  uent Japan— has a 
powerful, unifi ed executive branch. None have the requisite intelligence and 
political- military operational capabilities, analogous to those that the United 
States developed after World War II, required to play a smooth, transnational 
coordinating role. None have the powerful, transcendent multinational fi rms 
that Eu rope and the United States do, to informally coordinate across national 
borders. And none has the vigorous civil society, to simultaneously inform and 
constrain governmental action that the Western G7 nations possess.

To be sure, there are some important distinctions among them. East Asian 
nations heavily dependent on manufactured export trade and enjoying strong 
political- economic interdependence with the United States— notably Japan, 
South Korea, and Singapore— are, for example, more subject to interna-
tional norms than their less integrated counterparts elsewhere in the region.74 
Th ey have coherent domestic administrative structures, are combating terror-
ism effi  ciently, and have forsworn WMDs. Th ey also have some capacity as 
catalysts.

Most Eurasian nations are, for better or worse, however, top- heavy “reactive 
states,” devoid of consistent, systematic policy orientations.75 Although there 
is substantial cross- national variation with respect to details, most have large 
and relatively powerful bureaucracies. Th e constituent ministries, however, 
not to mention po liti cal actors, fi nd it hard to coordinate with one another to 
produce proactive national policies. And with the exception of Japan, South 
Korea, Turkey, and India, few of these nations have a vigorous private sector 
or middle class to sustain a market orientation and demo cratic values. Ac-
cordingly, foreign suasion often becomes a crucial catalyst for policy change.

Th ese domestic defi ciencies could potentially be off set by the enormous 
dynamism and strategic coherence of powerful entrepôt microstates in their 
midst, such as Singapore and Dubai. It is not inconceivable that such outposts 
of cosmopolitanism could function like a modern- day Venice or Genoa, to 
coordinate broader systemic functions that larger and more cumbersome 



Strategic Implications 271

 nations could not handle. Yet the rigidities of the major countries along the 
New Silk Road create a broader systemic problem— the danger of gridlock if 
left to self- governance. Th at bodes ill for both the stability of the region and 
its broader global role.

SILVER LININGS ON THE GLOBAL SCENE?

Th e picture I have painted  here— rising interdependence within Eurasia, driven 
by energy, coupled with endemic intraregional tensions, particularly at the 
subnational level— is so unsettling that it naturally generates impulses to stabi-
lize, both within Eurasia itself and further afi eld as well. Several of the nations 
of the region, such as India, have strengthened their relations with the United 
States, even as they have embraced Eurasia also. Th e United States itself has 
begun taking greater interest in the region since 9/11. And sustained eco-
nomic growth has swelled the ranks of the local middle class in many nations, 
enhancing long- run prospects for stability and possibly even democracy. Inter-
national NGOs beyond the region have also worked to sustain these trends.

History shows that dire challenges often provoke movement toward their 
positive resolution. It also shows, as in the case of nuclear weapons during the 
Cold War, that the prospect of total cataclysm itself can prove stabilizing. 
Th is may have relevance for rising global fi nancial imbalances as well. Yet the 
prospect that American power, the rule of law, or the sheer scale of impend-
ing problems will produce stability is a slender reed on which to depend in 
coming years.

CONCLUSION: DUAL STRATEGIC CHALLENGES

Continental Eurasia is a contradictory world: one that paradoxically combines 
rising affl  uence with prospects of per sis tent po liti cal instability. In this sense 
the region is a prisoner of the past, through which it has been re- confi gured 
tumultuously, through critical junctures, over the past four de cades. Incomes 
are rising across Eurasia, through the synergistic interaction of rapid East 
Asian industrial growth and rising energy revenues fl owing to the Middle 
East, Rus sia, and Central Asia. As this interactive pro cess moves forward, 
stimulated by the rising interdependence among these regions, Eurasia as a 
 whole is gaining greater collective geostrategic weight in world aff airs, even as 
many of its diverse nations become more volatile at home and at times capri-
cious in their regional interactions.
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One challenge, at the international level, is a •competitive security chal-
lenge,Ž a strategic competition that pits nations against one another as rivals. 
�  e emergence of such competition could thus signal the end of a peaceful, 
Washington- centric era of clustering around a sole superpower, and the con-
trary reemergence of competitive balancing as a pervasive pattern in interna-
tional a� airs. Rus sia, with its substantial energy resources, relative trade and 
“ nancial autonomy from the United States, and Cold War superpower heri-
tage, clearly has the potential to become the linchpin for a balancing co ali-
tion in contradistinction to the United States.

Under President Vladimir Putin, Rus sia indeed began to play this role, 
although not in the overt Cold War fashion of previous years. Using energy 
and arms supplies as levers, the Kremlin has begun trying to forge loose 
ententes with other major regional powers, conspicuously India and China, to 
preempt deeper American political- military involvement in Asia and to en-
courage the United States to downsize its existing presence„ in Central Asian 
military basing, for example. Should those Russian- inspired ententes cohere, 
linking populous, growing, and resource- rich Eurasian heartland powers in 
an energy embrace, they could pose more serious long- term global geostrategic 
di�  culties as well.

�  e second strategic challenge posed by Eurasian continentalism, however, 
is a •cooperative security challengeŽ„ one that can potentially unite nations 
of the world rather than divide them. It is the challenge provoked by the un-
certainties of po liti cal transition that inevitably accompany economic growth, 
a syndrome especially prominent in the Eurasian nations due to their volatile 
energy and export- driven growth pro“ les. In the case of Eurasian nations, such 
instability is also unusually threatening to the broader world, because it tends 
to be increasingly entwined, especially since the Ira ni an Revolution critical 
juncture, with Islamic fundamentalism. And that Eurasia- bred fundamental-
ism„ as the events of 	/�� and the London bombings so dramatically showed„ 
can be motivated, or ga nized to strike out at, and even incubated in, the very 
centers of power and culture of the Western industrialized world.76

As we have seen in this chapter, instability on the Eurasian continent threat-
ens not only, or even predominantly, Western power centers. It also threatens 
Eurasian elites themselves. All of the major nations of Eurasia save Japan and 
Korea, as we saw in Chapter 
, have experienced major critical junctures in 
the past quarter century, which have often radically realigned local institu-
tions and leadership. Many nations of the region, particularly in Central Asia 
and the Middle East, have conspicuously weak national consciousness, and 
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some even lack clear boundaries. Transnational forces and ethnic conscious-
ness are strong, making national elites themselves painfully vulnerable, as 
manifest in the Arab Spring and related turbulence across Eurasia in 2011.

Given their precarious domestic circumstances, local elites from China to 
Bahrain are naturally preoccupied with local stability and prone to cooperate 
with outside groups in sustaining it. Pervasive instability and weak human 
rights traditions incline most toward collaboration with authoritarians in the 
region, rather than with liberals farther afi eld. Th is self- protective impulse is 
the basis on which regional organizations, such as the SCO, are founded and 
sustained. It is the rationale for informal ententes, potentially such as that 
among Rus sia, China, and India, which supply weapons and energy to the 
developing nations of the region. International relations in Eurasia thus have a 
profoundly domestic basis, rooted in the tensions of transition that are endemic 
within the region. As Eurasian interdependence deepens, policymakers be-
yond Asia, not to mention those within it, must consider this stark yet prom-
ising reality— one opening cooperative prospects for mutual prosperity amid 
the dangers of energy geopolitics— in crafting options for the future.
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Energy and geopolitics, as we have seen in this volume, are coming 
into an increasingly intimate relationship with one another globally, 
with developments in Eurasia being the crucial nexus. Th at sprawl-
ing continent is growing explosively and will likely continue to grow 
rapidly for another generation, with China and India as the drivers. 
Th eir simultaneous expansion is provoking huge energy demand 
increases— likely to exceed half the increment in global consumption 
over the coming two de cades. Given the im mense magnitude of 
these prospective fl ows, they can only be supplied adequately in the 
end by the Middle East and the former Soviet  Union. Sustained Asian 
growth, tighter energy markets, physical proximity of the major pro-
ducers and consumers, and the catalytic eff ect of critical junctures 
like the Soviet collapse have given birth to a more continentally inte-
grated Eurasia, and to a dynamic new era in Asian energy geopolitics.

Th is new interdependence across Eurasia, both via the traditional 
energy sea lanes and increasingly overland as well, is in no sense the 
comprehensive yet geo graph i cally confi ned integration that has 
already transpired in the Eu ro pe an  Union or North America. It is 

Chapter 9  Prospects and 

Policy Implications
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conspicuously more sector-specifi c, less institutionalized, less transparent, 
and less bound by legal strictures than regional integration in those other 
parts of the industrialized world. It is also, especially in energy, highly geopo-
liti cal. Th e partners are, by and large, petrostates and authoritarian capital-
ists, minimally dependent on the industrialized West and in many cases 
geo graph i cally isolated from it in landlocked locations, adjacent to inland 
seas. In no sense does this incipient trans- Eurasian phenomenon represent 
the coming of a “world of liberty and law,” governed by common, enforceable 
standards, no matter how laudable those classic Western norms might be. If 
anything, the rise of Eurasian continental interdependence exerts a contra-
dictory, antiglobalist pull, particularly as the Eurasian energy producers and 
consumers are structurally and often ideologically congenial to one another.

Th is nascent New Silk Road does, however, have concrete political- 
economic, as well as geopo liti cal, substance, with energy complementarities 
and aversion to the uncertainties of neoliberal interdependence in a volatile 
world at its core. Driven initially by the logic of energy markets but ulti-
mately taking on a life of its own, this political- economic equation represents 
a sobering, protean new geoeconomic reality whose cohesion grows deeper in 
both good economic times and bad, even though regional tensions also stub-
bornly persist. Far beyond rhetoric, the emergence of an interactive, increas-
ingly continentalist Eurasia is quietly transforming the nature of international 
aff airs, reintroducing realist, geopo liti cal concerns in a postideological world 
that had fi tfully tried for nearly two de cades to transcend them.

WHAT WE HAVE FOUND

In this conclusion, before trying to explain causality or relate fi ndings to 
theory and policy, it makes sense fi rst to summarize what we have discovered 
empirically in the foregoing study, in three major areas.

Continentalism

We have found that the emerging Eurasia is profoundly shaped by globaliza-
tion, but far from uniformly globalist in its character. Indeed, global forces 
have stirred Asian growth, provoking energy demand and social transforma-
tion that is drawing the West, East, and South of the continent much closer 
together, albeit in a halfway  house short of globalism itself. Asia is indeed 
becoming, as Bill Emmott put it, “a continent created,”1 with the former 
Soviet Union interacting with it in important new ways.
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Trade and fi nancial relationships among East Asia, South Asia, Rus sia, and 
the Middle East are substantial, and intensifying rapidly—especially in the 
trade category. In several cases, notably between China and Turkey on the one 
hand and Central Asia on the other, trade across old Cold War boundaries has 
become highly  dynamic, in a Eurasian world unblemished by armed interstate 
confl ict for more than a quarter century. Energy is in the vanguard of these 
fl ows, with two- thirds of the Middle East’s oil and gas now fl owing to Asia— a 
share that is rapidly rising in the wake of the global fi nancial crisis.

While the most substantial energy fl ows— to Japan and Korea, in 
particular— still move by sea, signifi cant overland energy fl ows, especially of 
natural gas, are beginning to emerge, especially between China and its neigh-
bors, including Russia, Kazakhstan, Turkmenistan, and Myanmar. Indeed, 
land- based trade fl ows and related institutional developments, such as the cre-
ation and consolidation of the SCO and the CSTO, have been highly dynamic 
within Eurasia over the past de cade, as has transcontinental diplomacy. CSTO 
has established a rapid- deployment force and has held joint exercises with 
SCO, whose member nations have also established the Joint Terrorism Center.

“Look East” policies are being vigorously pursued, not just by Malaysia 
but also by Saudi Arabia, Iran, and even Turkey. India pursues “Look West” 
policies toward Saudi Arabia. State visits among nations at the extremes of 
Eurasia are proliferating, giving increasing empirical substance to the phe-
nomenon of continentalism, even as some geopo liti cal tensions— between 
China and Japan, for example— still persist. Defensive motives, especially 
since 9/11, in the face of terrorism, ethnic strife, and expanding American 
political- military presence, have reinforced the continentalist solidarity that 
is generated by energy complementarities.

Energy and Geopolitics

Market forces, of course, determine the short- term basics of energy supply 
and demand within Eurasia, as elsewhere. Yet we have found the continent’s 
energy fl ows to be substantially and increasingly intertwined with geopoli-
tics, partly due to its distinctive geography, with many energy reserves land-
locked or inevitably passing through narrow straits en route to the broader 
world. Th e uniquely strategic nature of energy, so vital to both civilian and 
military life, coupled with the radical dependence of many consuming states 
on imports, intensifi es this po liti cal linkage.

In contrast to previous de cades, when Asia’s primary energy consumers 
(Japan and Korea) lay on the periphery of the continent and sea lanes  were the 
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A fi nal source of domestically inspired symbiosis between Eurasian pro-
ducers and consumers, we have found, is a deepening common interest in 
energy effi  ciency. Th e energy producers, including Rus sia and Iran, have 
some of the highest rates of domestic energy consumption increase in the 
world, generating large and rising opportunity costs for their subsidy poli-
cies, as global energy prices rise. As the petrostates develop a middle class 
that purchases consumer electronics and automobiles in quantity, and as 
their downstream energy- processing sectors, like chemicals, steel, and fertil-
izers, begin to develop, their need for more effi  cient energy usage and for the 
technology that has made Asian consumers so profi cient in these areas in-
tensifi es, producing a convergence of interest between producers and con-
sumers that helps to stabilize the overall Eurasian petrostate- consumer 
relationship.

INTERPRETING THE EURASIAN CONTINENTALIST 

TENDENCY IN ENERGY GEOPOLITICS

As we have seen, Eurasia today is a very diff erent political- economic entity 
from what it was a generation or two ago, at both the domestic and the inter-
national levels. And the continent occupies a very diff erent place than previ-
ously in the dual worlds of energy and geopolitics, whose delicate intersection 
has been the focus of this volume. Forty years ago, in the early 1970s, when 
our story began, West Texas was the swing producer in global oil markets. Th e 
Texas Railroad Commission eff ectively set prices for the major consumers, 
concentrated on the two shores of the Atlantic, at the bidding of the Seven 
Sisters, which  were overwhelmingly Anglo- American. Today, trends origi-
nating at the antipodes of Eurasia dominate both production and, increas-
ingly, consumption as well, within a continent moving, however fi tfully, toward 
deeper relationships at both the economic and po liti cal levels.

To explain the evolution of Eurasian energy geopolitics, and the related 
emergence of continentalism fl owing from energy ties, I have employed four 
key concepts: resource complementarities, market dynamics, critical juncture, 
and interest convergence. Critical juncture, in par tic u lar, has been the cen-
tral dynamic notion explaining structural change. It is time now to assess the 
utility of these ideas in accounting for the striking revival of Eurasian conti-
nentalism since the early 1970s— in answering succinctly the question why, 
with broader utility for social science theory as well. For the sake of simplicity, 
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I summarize my fi ndings regarding causality, addressing hypotheses pre-
sented in the Introduction, in terms of these simple concepts:

•   Resource complementarities. Th e Middle East and the former Soviet  Union, 
as I have noted, hold roughly half of the proven oil as well as nearly three- 
quarters of the proven gas reserves on earth, and enjoy low marginal pro-
duction costs. Th e consumers of rapidly growing East and South Asia are 
geo graph i cally close by. Th ese circumstances create a pre-disposition for 
continental ties to emerge in Eurasian energy. Th e analytically interest-
ing question is why the Eurasian petrostates have not always been the 
major suppliers of all the Asian consumers, at some uniform, stable level 
of mutual reliance. Resource complementarities alone cannot account for 
these diff erences, either cross- nationally or over time, although they of 
course create potentialities and generate  expectations toward continental-
ism, as hypothesized earlier.

•  Interest convergence. Political- economic changes at the domestic level, within 
both petrostates and consuming states, can have important implications for 
international relationships as well, as I suggested in Chapters 5 and 6. For 
example, rising hydrocarbon export reliance in the petrostates or changing 
demographics can provoke oil and gas exporters to become destabilizing 
petrostates. Th e rising domestic impact of energy ineffi  ciencies, conversely, 
can gradually give both producers and effi  cient consumers like Japan and 
Korea new common interests and grounds for cooperation, promoting the 
sort of functionalist coordination hypothesized in the Introduction.

•   Market dynamics. We have not argued that market forces are irrelevant to 
understanding the deepening energy ties prevailing along the New Silk Road. 
Asian consuming nations are becoming more affl  uent and need energy, while 
the petrostates of West Asia have energy in large quantities to supply. Th e 
analytical paradox comes, again, in the clear reality that mutual dependence 
between supplier and consumer at the antipodes of Eurasia frequently fails to 
correspond to price signals alone. Japan and Korea have been heavily and 
consistently dependent on the Middle East for many years, for example, yet 
have dealt little with Rus sia. China dealt fi rst with the Middle East, but then 
reduced dependence and increased supply from both Africa and Central Asia. 
Such shifts are diffi  cult to explain purely on the basis of market dynamics.

•    Critical juncture. Th is concept helped crucially in understanding how the 
new Eurasian continentalist energy politics of the twenty- fi rst century 
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emerged and why the hypothesis that strong continental ties would emerge 
in energy was empirically verifi ed. In Chapter 3, I described six episodes 
taking place in relatively short time frames that, I hypothesized, fatefully 
opened the way to post– Cold War transcontinental energy interdepen-
dence, and that then gave the New Silk Road its distinctive geopo liti cal 
character and its fateful future importance for world aff airs. Th ese episodes, 
transforming six of the eight large energy- producing and consuming na-
tions of Eurasia, included (1) nationalization of Persian Gulf oil producers 
(1973– 1975); (2) China’s Four Modernizations (1978); (3) the Ira ni an Revolu-
tion (1979); (4) Indian economic reforms (1991– 1992); (5) the collapse of the 
Soviet  Union (1991); and (6) the advent of the Putin regime in post- Soviet 
Rus sia (1999). Th e 2011 Arab Spring, I concluded, did not have an equiva-
lent degree of relevance for energy geopolitics and continentalism to the 
foregoing six CJs, however important in other dimensions. I have explored 
the long- term importance of these turning points by examining policy 
changes following the critical junctures, comparing the outcomes in each 
case to those in comparable nations (Japan and Korea) that did not experi-
ence critical junctures, as well as to other periods in the history of these 
nations that did not involve discontinuous policy change.

Comparative analysis of the CJs and their aftermath strongly suggests the 
heuristic value of the critical juncture concept. It provides a convincing ex-
planation, fi rst of all, for the expanding role of China and India in energy 
geopolitics— namely, their sudden economic reforms, which spurred economic 
growth and thus energy demand. Th e Chinese, Indian, and Russian CJs 
thus proved to be powerfully synergistic with one another, showing the util-
ity of the concept. CJs (especially the collapse of the Soviet Union) also ex-
plain the erosion of some major Cold War barriers, allowing resource 
complementarity to stimulate trade fl ows, while also facilitating continental 
political- economic integration. CJs likewise provide insight into why hydro-
carbon ententes and pipeline politics, discussed in Chapter 8, and fundamen-
tal to continentalism, have recently grown so salient across Eurasia, especially 
between China and Kazakhstan, Turkmenistan, and Uzbekistan. CJs also 
explain the new assertiveness of Eurasian national oil companies, why Islamic 
fundamentalism is intensifying, and why energy policy is assuming a more 
geostrategic cast across Eurasia as a  whole, but especially in Rus sia.

Despite the considerable explanatory power of the critical juncture concept, 
especially in accounting for large structural changes in comparative po liti cal 
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economy that facilitated continentalist energy interdependence, it remains un-
derpredictive, especially in accounting for incremental details of regional inte-
gration, or situations where CJs were not present. CJs cannot explain, for 
example, variations in Japa nese or Korean approaches to the New Silk Road, 
since such discontinuities have not recently occurred in either country. Th e 
concept fails to explain the roles of either the Western world or of globalization 
in provoking political- economic changes across Eurasia, or in accounting for 
the important phenomenon of globalized Islam, which featured so centrally 
in the 9/11 and London subway bombings.2 Even though the Ira ni an Revolu-
tion, a critical juncture, did provoke Saudi as well as Ira ni an aid to fundamen-
talists, terrorist incidents in G-7 nations, such as the 2008 subway bombings in 
London,  were by no means incited directly by either group. Similarly, critical 
junctures do not account for the broad binding dynamics in the global system, 
such as the establishment of WTO and more recently G20, that make nar-
rower continentalist institutions, such as the SCO, less threatening to the glo-
balist Western world.

Considering the Implications of Change

In the introduction I asked what implications the emergence of a new Eur-
asian continentalism might have for Asia and for the broader world. Now it is 
time to address that question. Once again, doing so by reviewing concepts 
employed in the analysis allows us both to review their utility and to answer 
more clearly the question at hand. Some of the key concepts employed  were 
as follows.

ententes and continentalism

As Eurasian continentalism, driven by deepening energy relationships, remains 
in the early stage of po liti cal economic evolution (“protocontinentalism,” 
I contended), the transnational relationships now being formed exist at diverse 
levels of formality and institutionalization. In the introduction, as noted just 
above, I hypothesized that protocontinentalist relationships would develop 
readily in the energy area; that they would be strengthened by resource 
complementarities; and that they would also be enhanced by functional 
complementarities, as in energy effi  ciency. All three hypotheses, as sug-
gested by data presented in Chapters 4 through 8, appear to be confi rmed. 
Energy interdependence  appears to be driving deeper transcontinental 
political- economic ties within Eurasia, in a broad range of areas, although 
both national and subnational tensions clearly persist.
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this debate, in that they imply the emergence of a new, interactive continen-
tal entity with broader global signifi cance. Hegemonic wars and functional-
ist incrementalism have been previously identifi ed as two agents of systemic 
change. I suggest that domestic political- economic transformation, as in the 
case of China’s recently deepening reliance for growth and energy supply on 
domestic sources and continental neighbors, can also be important. As the 
unipolar system of the post– Cold War years evolves in a more multipolar 
direction, alignments within Eurasia— and their domestic origins— provide 
an especially fertile fi eld for analysis. Central Asia, in par tic u lar, adjoins 
Rus sia and China, far from the hegemonic United States, yet close to areas of 
substantial American and Chinese strategic interest, such as Af ghan i stan and 
Pakistan. Th e area’s orientation is thus a geopo liti cal puzzle of major conse-
quence for the global future.

incipient balancing

Research presented in Chapter 8 has suggested that Eurasian nations vary in 
their willingness to balance against, as opposed to allying with, the United 
States. Rus sia, Iran, and at times China have collaborated to off set American 
power in Central Asia, particularly since the color revolutions of 2005. Th e 
former two nations are the least dependent of the major Eurasian powers on 
the United States eco nom ical ly, the most partial to high energy prices, and the 
most conscious of potential political- military threats from Washington, and 
hence most prone to balance. Conversely, open, one- world globalism seems 
relatively more attractive to Japan, India, and China, in that order, for a 
 mixture of economic and political- military reasons, including their energy- 
consumer status.

Th e continental Eurasian states have, in any event, taken some rejectionist 
steps toward U.S. presence that could suggest incipient balancing. In 2005, 
for example, the U.S. application for observer status at the SCO was formally 
rejected. Th e members of the SCO also strongly encouraged Uzbekistan to 
expel the United States from its base at Khanabad, in the face of harsh Amer-
ican criticism of the Karimov regime following the 2005 Andijan incident, 
which Uzbekistan did. In 2009 the SCO also encouraged Kyrgyzstan to ex-
pel the United States from its base at Manas, although President Bakiyev 
did not take the advice. As the U.S. presence in Af ghan i stan and its neighbors 
recedes, Eurasian incentives to balance against it could recede once again, 
but the imperative of local stability, and of balancing in the face of complex 
regional ethnic and geopo liti cal equations, will certainly remain.
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zone of autarky

Although there is legitimate dispute as to whether the nations of continental 
Eurasia are as yet actively seeking to balance the United States in the heart 
of the continent, it seems clear that they desire a “zone of autarky” there. In 
such a sanctuary, they can aspire to handle matters of mutual concern, in-
cluding domestic stabilization, without interference by either the United 
States or universalist global bodies, such as the United Nations. Th is aspira-
tion seems to stem from defensive concerns of vulnerability in the face of 
American power, both hard and soft, and due to normative diff erences. 
As has been suggested, Eurasian continentalism appears to reject major West-
ern legal and humanistic concepts, seeking refuge from such universalist 
notions in exclusivist nonglobal bodies like the SCO. Fears of ethnic unrest 
and Islamic fundamentalism intensify these defensive impulses for a zone of 
autarky.

land- based geopo liti cal activity

For nearly half a century from the Suez crisis of 1956– 1957, maritime routes, 
particularly from Japan and Korea to the Gulf,  were the heart of Asia’s inter-
action with the Middle East, and Asian regionalism was confi gured in many 
ways along the seaways.4 While that tendency has by no means disappeared,5 
this research suggests that “horizontal,” land- based geopo liti cal relationships 
within Eurasia have become increasingly important within the past de cade, 
following the collapse of the Soviet  Union and the acceleration of Chinese 
and Indian growth. Th ese emerging continentalist relationships also appear 
to be more dynamic, in many respects, than maritime transactions, although 
from a lower base, especially in the area of energy. Th e marked acceleration 
since 2008 of Eurasian pipeline, railway, and superhighway construction 
 appears to be creating new continentalist economic realities. Th eir political- 
economic importance is clearly enhanced by the scale of the investments in-
volved, and could be quite consequential to the regional future if the history 
of past infrastructural spending in developing nations is any guide. Th ose 
broader implications remain to be explored.

Th e simultaneous energy demands of China and India, coupled with an 
inland shift in China’s political- economic center of gravity due to the Open 
Up the West initiative have intensifi ed land- based geopo liti cal activity, espe-
cially between China and Central Asia, still further, this book has argued, 
and will continue to do so in the future.
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ISSUES FOR FUTURE RESEARCH

Deepening energy interdependence between Northeast Asia and other Eur-
asian nations has given rise to deepening continental leadership networks, to 
soft institutionalism, and to deepened policy coordination that seems likely 
to intensify further in future years. How do deepening ties in one issue area 
infl uence those in other spheres? And what concrete, global role can emerg-
ing bodies such as AMED, the SCO, CAREC, and the CICA, as well as 
softer, more informal “Look East” personal elite networks, like those of Saudi 
Arabia’s King Abdullah, play, and why? Th ese are important issues in re-
gional studies and international po liti cal economy that remain to be fully 
explored, but which have been raised and tentatively considered  here.

Th is research has also contributed insights into the balance- of- power 
dynamics of international aff airs. Clearly the emergence of a Eurasian energy 
entente with broader political- economic dimensions, including both inter-
dependence and some enduring tensions, does not appear to presage a return 
to bipolarity in international relations, such as characterized the Cold War. 
Yet it does seem to indicate the reemergence in at least some sectors of balanc-
ing and containment dynamics and a resurgence of nation- state confronta-
tions with a realist geopo liti cal cast, which have been unusual in international 
aff airs for nearly a generation.

While the new continentalism does appear to presage more realism, as op-
posed to idealism, in international aff airs, it generates rigidities as well. Pipe-
lines, for example, tie nations together in structured new ways that reduce 
political- economic fl uidity. Eurasian continentalism does open long- shuttered 
states to new relationships, but it does not necessarily render them liberal, 
demo cratic, or even fully capitalist. Th e domestic political- economic conse-
quences of deepening continentalist ties clearly require further study.

Th is research has likewise contributed to understanding how energy supply 
and demand transactions infl uence international po liti cal economy— topics 
thus far largely neglected by serious analysts. We have explored the role of 
petrostates in international po liti cal economy from a comparative perspective 
and have identifi ed key subnational determinants of their international be-
havior. We have found, for example, that intense interest group demands, espe-
cially common in large, populous nations at middle levels of development, 
lead nations to become destabilizing petrostates like Iran. We have also identi-
fi ed converse preconditions for stabilizing petrostates, such as contemporary 
Saudi Arabia, where pressure groups remain largely inchoate, and elite decision 
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makers are largely shielded from those that exist. Clearly more research is 
needed on the connections among energy markets, geopolitics, and patterns 
of con” ict in international a� airs, as these associations are understudied theo-
retically and seem destined to grow more salient in the real world. � ese as-
sociations seem likely to be especially important in Eurasia, given that 
sprawling continent•s high rates of economic growth and energy demand, as 
well as its unusual concentration of large, ambitious powers in close proxim-
ity overland to one  another.

More work is also needed on the dynamics of systems transformation in 
international relations, since important incremental and sectoral changes are 
occurring, to which holistic explanations, such as hegemonic wars, do not 
pertain.6 In par tic u lar, a better understanding is needed of how changes in 
resource markets and patterns of resource interdependence a� ect global gov-
ernance in a multipolar world. Continentalism, such as that which we have 
seen in East and South Asian relations with the Middle East and Central 
Asia, could well play a substantial role in future world a� airs, yet exactly how 
remains insu�  ciently conceptualized. � e optimism of previous de cades 
regarding the e�  cacy and inevitability of comprehensive global governance 
may well be misplaced.7 Yet the heuristic value of con” ict- oriented classical 
realist paradigms remains unclear as well, in a world of deepening political- 
economic interdependence, where stable patterns of trans- national interaction 
are fundamentally required.

�  e consequences for war and peace of classic con“ gurations in interna-
tional a� airs, including bipolarity and multipolarity, need to be revisited as 
well. For the “ rst time since the end of the Cold War, the shadow of multi-
polarity is deepening once again. Classically, as in Eu rope over three centu-
ries between the Peace of Westphalia and the end of World War II, such a 
di� usion of power has often led to deepening balance- of- power struggles and 
turbulence in international relations. � e ultimate consequence, in many 
cases, was war.

Eu rope•s classical diplomatic history also showed, however, that although war 
was distinctly possible in a multipolar system, it was by no means in evitable. 
Nations could be dissuaded from violence. Institutional structures of under-
standing, such as the Concert of Vienna, could be painstakingly built. Out-
comes  were ultimately indeterminate, and dependent, in many cases, on the 
quality of diplomacy.8 What the consequences of multipolarity might be, in a 
multitiered future system of rising resource competition, is clearly an important 
issue of both theoretical and practical relevance in the world now emerging.
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Th is research also raises important conceptual issues at the interface of 
domestic politics and foreign policy— particularly regarding how cross- border 
energy transactions shape national po liti cal systems, and derivatively how 
those transformed energy- supplying and energy- consuming systems relate to 
one another. We have seen that Eurasian energy- exporting states, although 
not shuttered in the sense of being uninvolved in international trade, never-
theless are often soft- authoritarian, as in the case of Rus sia and Iran, and at 
best only semi- market- oriented. In interaction with authoritarian capitalist 
consumers such as China, these illiberal energy exporters hold the prospect 
of creating distinctive subsystems of the global po liti cal economy that lack the 
liberal attributes of the broad, globalist, Western- centric system as a  whole. 
Th e prospective traits of the participants in Eurasian continentalist interac-
tion, and the implications of their domestic politics for international behavior, 
are important topics for future research.

IMPLICATIONS FOR POLICY

Th e nations of Eurasia are coming into ever more intense continental interac-
tion, driven by underlying complementarities, critical junctures, and deepening 
energy interdependence. Th ese trends will likely intensify for at least another 
generation, with an increasingly seamless web of continental infrastructure, 
linking them in ever more substantial, enduring, and confi ning new ways. Th e 
quiet yet momentous transformation in global po liti cal economy that this deep-
ening intra- Asian interaction implies is not yet well perceived in the United 
States, Western Eu rope, or Japan, but nevertheless holds major implications 
for the industrialized world. It mandates a per sis tent engagement with and 
intellectual attention to Eurasia that does not come naturally in the West.

Th e world of the New Silk Road now emerging will no doubt challenge 
any major nation’s diplomacy, especially that of the United States. Despite 
Washington’s continuing preponderance of military power, America will not, 
in the fl uid world of volatile energy supply and demand looming before us, 
have the hegemonic leverage to impose its will so readily as it has since the 
Soviet collapse of the early 1990s. Th e complexities of commitments in South 
Asia, as those involvements wane, will be one constraint. Th e rising infl uence 
of energy producers like Rus sia and Iran, as well as emergent consumers like 
China and India, also generates an enhanced ability to counterbalance Amer-
ican infl uence, and to fi ll the vacuum left by its quiet erosion. Such ability on 
the part of indigenous Eurasian powers to balance is clearly leveraged by 
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sustained growth in Asia and the Middle East, as well as by buoyant long- term 
energy prices. Sustained interest in intra- Eurasian cooperation is being en-
hanced, not only by rising energy interdependence and concerns for stability 
as U.S. presence wanes, but also, in a more structured, enduring fashion, by 
the recent proliferation of transcontinental pipelines and other permanent, 
heretofore lacking, infrastructure.

Global Regimes: Only a Partial Answer 

in a Realist World

Th e United States will likely fi nd it harder to rely, in an increasingly multipolar 
world, on the power of global regimes that have so often in the past felicitously 
embedded America’s own international infl uence and norms.9 Globalism, after 
all, is in its essence antithetical to the parochialism and energy- centric mer-
cantilism implicit in Eurasian continentalism, whose principal national and 
subnational adherents lack the broad interests and liberal values that would 
benefi t from a globalist approach. Even should globalists be willing to subor-
dinate their transformative interests to more pragmatic concerns, partisans 
of trans- Asian ties, with their more shuttered and parochial petrostate and 
authoritarian capitalist incentives, will be reluctant to meet the globalists 
halfway, particularly in the high- cost energy world that sustained Eurasian 
growth is bringing steadily into prospect.

Both the global nuclear nonproliferation regime— confronted with chal-
lenges from both Iran and North Korea— as well as the international human 
rights regime may thus well grow harder to sustain, should intra- Eurasian en-
ergy relationships gain broader political- economic coherence. What ever the 
legitimacy of democracy as a global norm in the wake of the color revolutions 
of 2003– 2005, American exposition of those values has since lost substantial 
international credibility, due both to contradictions between theory and prac-
tice, and to the waning of U.S. geopo liti cal power itself. Rising energy prices, 
which have both palpably enriched and emboldened shuttered petrostates such 
as Rus sia and Iran, have only intensifi ed Washington’s predicament.

In the world of deepening and increasingly structured Eurasian energy 
interdependence now emerging, Rus sia and other non- G7 powers will likely 
have more diplomatic options than they have traditionally had. It will be 
harder for the United States to impose its preferences than heretofore, al-
though enduring tensions within the region will likely provide some poten-
tial entrée. Regional, cultural, and domestic- political understanding will be 



Prospects and Policy Implications 289

much more important tools of diplomacy than we have recently found, and 
America will need to actively employ them.

Th e diffi  culties that Western nations, including the United States, experi-
ence in shaping events across continental Eurasia and the Middle East are 
palpable, as demonstrated so clearly in the Sudan, Myanmar, and Georgian 
crises of 2007– 2008, and more recently in Af ghan i stan, Iraq, and the Korean 
peninsula as well. Yet focused engagement is absolutely essential to prevent 
confi gurations adverse to Western interests, such as the potentially exclusivist 
Russia- India- China continental entente discussed in Chapter 7, from gaining 
critical momentum. Eurasian developments need to be priority topics of G7 
and NATO policy attention, regardless of how cohesive the nations of conti-
nental Eurasia themselves ultimately prove to be. Th eir cohesion could, after 
all, prove perverse for the West, given their sheer population, resources, un-
monitored weaponry, and geopo liti cal mass.

Conversely, globally consequential political- military dangers are implicit 
in Eurasian internal tensions that the nations of the continent also fear, and 
that can provide the basis for cooperation with countries beyond that part 
of the world. Th e ethnic complexities and concentration of chemical, bio-
logical, and nuclear weapons within that volatile region are extreme, as I have 
noted, and could potentially feed on one another. Th e energy dimension 
further magnifi es this imperative of G7 attention, given the heavy depen-
dence of Eu rope, Japan, and the United States on energy imports from the 
volatile nations of the Middle East and the former Soviet  Union. Energy im-
peratives also mandate broad, strategic engagement with Eurasian nations— 
often multilateral— since engagement on such issues as energy effi  ciency 
helps to transform an otherwise exclusivist continental disposition, which 
tends to stand in defense of harsh, totalitarian values, into the ac cep tance of 
broader international frameworks and norms.

Creating Positive Incentives

Th e central imperative for American policy, in dealing with the energy produc-
ers and consumers of Eurasia, must be creating positive incentives, many of 
them multilaterally confi gured, for local adherence by such nations to global 
regimes, whose ambits range from nonproliferation to international fi nance. 
Th e prospect is disturbingly strong that Eurasian nations, particularly if Rus-
sia or Iran become a catalyst, will heed the siren’s call of autarky, nationalist 
gratifi cation, and armament, aligning with their continental neighbors 
 increasingly against the interests of the G7 democracies, however subtle and 
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selves, while simultaneously aiding broader international eff orts to do so. Tra-
ditionally, countries like Mongolia, Iran, Burma, and even China have been 
obscure to Western understanding, little known to all but a few area specialists. 
Th at clearly has to change.

Nowhere will enhancing local area expertise and cultural understanding be 
more crucial in furthering Western interests along the New Silk Road than in 
Iran, Af ghan i stan, Central Asia, and the Caucasus. Th at area, as we saw in the 
introduction, has enormous stores of natural resources, although poor infra-
structure often makes access and mutual collaboration diffi  cult. It has been 
growing remarkably rapidly, albeit in volatile fashion, due both to its own sub-
stantial energy resources and to proximity with the two Asian giants, China 
and India, not to mention Eu rope. Azerbaijan, in par tic u lar, grew more rapidly 
over the fi rst de cade after the Asian fi nancial crisis than any other nation in the 
region, including China, although it, like others, suff ered short- term setbacks 
in the 2008– 2009 fi nancial crisis. Kazakhstan and Uzbekistan, as well as Turk-
menistan recently, have also been remarkably buoyant, their authoritarian poli-
tics notwithstanding, with a degree of continentalist fi nancial isolation helping 
to shield them from broader global storms. And Georgia, like Af ghan i stan in 
another direction, is the strategic gateway of these nations to global markets.

Central Asia is also highly important in geopo liti cal terms, for reasons that 
far transcend its considerable recent value as a staging area for the Afghan 
confl ict.12 Situated almost perfectly on the opposite side of the globe from the 
continental United States, nestled next to Rus sia and China, Central Asia is in 
a near- perfect location for the deployment of Western military forces, espe-
cially for prospective antiterrorist operations. Its ability to maintain some au-
tonomy from dominant Rus sian infl uence, in both pipeline diplomacy and in 
political- military terms, is also very much in the interest of Washington and 
its allies. Yet given Rus sia’s direct proximity, as well as its embedded political- 
military role from the days of the former Soviet  Union, Moscow’s infl uence is 
only natural, and is diffi  cult to marginalize without provocation.

Central Asia, like Af ghan i stan, is likewise important in the overall context 
of the more integrated continental Eurasia now emerging. A growing Central 
Asia has natural relationships, reinforced by classic history, with Rus sia, China, 
and Iran, but also incentives to balance those with broader ties, for the sake 
of national autonomy. It thus has natural interest in diverse relationships 
with Japan and Western Eu rope, not to mention the United States, although 
the region lacks the global knowledge or diplomatic expertise to nurture such 
cosmopolitan ties. An astute, multilaterally oriented American diplomacy, 
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sensitive to local po liti cal circumstances, as well as the sentiments of allies in 
Eu rope and Northeast Asia, needs to provide that. One potential vehicle is 
“minilateral” diplomacy, including such confi gurations as U.S.–Japan trilat-
eral dialogues with nations such as India and Kazakhstan.

All these considerations dictate a deft, multilateral Western diplomatic 
strategy for continental Eurasia, sensitive to local realities, culture, and politics, 
while also conscious of transnational realities now emerging. Th at approach 
also necessarily means better and more up- to- date area studies training for 
prospective government offi  cials regarding the region than has been hereto-
fore available, as well as closer coordination with allies. Presently there are 
virtually no Central Asia area studies institutes in the United States or Eu-
rope, apart from a pioneering venture at the SAIS/Johns Hopkins University, 
and there clearly need to be more.

Iran also clearly needs to be understood better. It has been more than three 
de cades since Washington and Tehran broke diplomatic ties, amid the 1979– 
1981 hostage crisis, and expertise based on direct contact has atrophied badly 
on both sides. Regardless of its nuclear future, Iran will loom as the largest, 
most populous nation of the Persian Gulf for the foreseeable future, with both 
massive energy reserves and a commanding geopo liti cal position, central to 
the Land of the Two Seas. Responding to its challenge eff ectively will require 
a nuanced grasp of the country’s history, society, economy, and politics, as 
well as military capacity and aspirations.

The Sea Lanes in a Continentalist World

Th e post– Cold War world, as we have seen throughout this book, has given 
rise to unpre ce dented new political- economic relationships within Eurasia— 
particularly among continental states, such as China, Iran, Turkey, Rus sia, and 
the nations of Central Asia. Since the global fi nancial crisis of 2009, overland 
linkages such as pipelines and railroads have been growing with par tic u lar 
dynamism, but maritime ties remain important, especially for Northeast 
Asia and the Middle East.13 For China, maritime dependence represents a 
security challenge, given the preeminence of the U.S. Navy in the energy sea 
lanes to the Gulf, prompting a variety of countervailing continentalist strate-
gies. Japan and South Korea, conversely, are more comfortable with maritime 
linkages, and procure the overwhelming share of their oil and gas supplies by 
sea from the Persian Gulf, as we have seen.

Looking to the future, there is little question that the Indian Ocean and 
adjacent sea lanes will be of substantial and probably growing importance. 
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forces with tangible incentives to cooperate and disincentives to engage in 
disruptive behavior.

Co- opting Continental Powers, 

Especially India

Some might suggest that the emerging realities I have outlined in this volume 
mandate an emphatically realist, amoral foreign policy with little room for 
idealism. Th is is not the case. Th is work does indeed suggest the potential 
emergence of a potent and illiberal confi guration, including China and 
Rus sia, as well as authoritarian regimes in the Middle East and Central Asia. 
Th is grouping has little use for human rights, demo cratization, or much of 
the conservative Wilsonian agenda that American neoconservatives have so 
fervently espoused since the days of Ronald Reagan and the fall of the Berlin 
Wall. Rus sia is the main foreign arms supplier of both China and India, while 
trade within this perverse triangle is growing rapidly also.

Whether this fragile alignment will deepen, and whether it will ulti-
mately cohere, are by no means determined. India, in par tic u lar, is the uncer-
tain link, with some powerful ideological, strategic, and economic reasons 
to prefer a globalist approach, even as it perceives continentalist attractions 
also. Th e broader world is capable of forestalling parochial continentalism— 
through deterrence, diplomacy, and engagement, combined with peaceful 
eff orts at home, rather than by proactive military means. And we have a 
moral obligation to do so.

One consistent element of an engagement strategy with the emerging 
 Eurasian nations must inevitably be energy itself, the very driver that has 
given trans- Asian relations their recently rising cohesion. Th e nations of Eur-
asia, after all, include both producers and consumers. Th eir interests cohere 
regarding the imperative of supply, but not necessarily with regard to price. 
Energy, after all, is a chessboard ultimately related to geopolitics, where policies 
in the energy realm can have profound ramifi cations for power politics, and 
vice versa. Th e United States and its allies need to work more actively to 
 stabilize energy prices. Th at will help allow alternatives to the volatile, in-
effi  cient, hydrocarbon- dependent status quo to naturally emerge, as the pri-
vate sector becomes more confi dent as to which alternative energy and 
resource-extraction projects, including shale gas, will be profi table.

At the level of global governance, it is, I argue, still possible in the world be-
yond Iraq to move closer to the rule of law, and to world order, than at 
present— the fi tful emergence of Eurasian energy interdependence notwith-
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standing. Yet doing so will require much more complex, and more cosmopoli-
tan, diplomacy than Americans are used to pursuing. It will require, in 
par tic u lar, dealing shrewdly with the pivotal, po liti cally indeterminate ele-
ments in the New Silk Road coalition— China and especially India— with a 
special focus on energy. Energy is, after all, the principal basis for their nascent 
interdependence with petrostates of Eurasia, including the destabilizing ones.

Th e United States should also use the parochial self- interest of the Eurasian 
giants to encourage them to reject narrow, continentalist alignments driven by 
energy. Concretely, both China and India, as well as Rus sia, fear Islamic fun-
damentalism in Af ghan i stan and Central Asia and gain from infrastructural 
improvements and peaceful resource extraction. If presented subtly, they all 
have incentives to accept cooperative regional stabilization and transportation 
development schemes.

From a narrower geopo liti cal perspective, it is of par tic u lar importance for 
the United States to place high priority on deepened engagement with India. 
Th at country, after all, is the world’s largest democracy and likely the world’s 
most populous nation within a de cade or two. It is also increasingly dynamic 
eco nom ical ly and possessed of substantial military forces— ground as well as 
naval— that have signifi cant experience in multilateral peacekeeping. India 
shares NATO’s broad geopo liti cal and antiterrorist concerns and could be 
an important guarantor of continental stability as the International Security 
Assistance Force presence in Af ghan i stan winds down, especially if tensions 
with Pakistan over Kashmir and other matters can be ameliorated. It is of 
par tic u lar importance to encourage all manner of infrastructural links be-
tween India and Central Asia via Af ghan i stan, including the TAPI pipeline, 
electric- power transmission networks, and transcontinental railway lines, as 
these sinews of interdependence enhance prospects for a substantial Indian 
geopo liti cal role in Central Asia that is not dependent on Iran. Th e Asian De-
velopment Bank, which leverages American fi nancial assets with those of Ja-
pan and other allies, could be especially helpful in this regard.16

Th e emerging “Chindian” powers (China and India), as noted in Chapter 8, 
are both key drivers of Eurasian energy interdependence, due to their per sis-
tent ly high rates of economic growth. Th e “Chindians” are also themselves 
highly dependent for growth, however, on exports to the U.S. market— China 
in manufactures and India in ser vices. Both are also, like the United States, 
Japan, and Eu rope, major energy importers. Th ese multiple roles make “Chin-
dia” uniquely infl uential in shaping the content and values orientation of trans- 
Asian policy outcomes and in determining the future cohesion of Eurasia itself.
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China may well be tractable, provided the outside world vigilantly moni-
tors its foreign policy behavior and pressure is judiciously applied. And India, 
with its demo cratic sentiments, is likewise susceptible to outside appeal. Both 
countries are globally trade dependent and growing energy consumers as well, 
who should be included systematically in global energy institutions, includ-
ing the IEA. Both have some promising domestic energy reserves, such as shale 
gas, that could be more effi  ciently developed with adequately protected West-
ern technology. International cooperation could also greatly improve their 
energy effi  ciency. Th rough complex transregional diplomacy, centering on 
American relations with these two developing giants, while coordinating 
with traditional allies like Japan and South Korea, it should still be possible 
to uphold liberal values and move closer to the rule of law and world order, 
particularly in the Pacifi c. Yet doing so will require eff ort, cultural under-
standing, and strategy— applied to both American relations with East Asia 
and to other, more volatile dimensions of the Eurasian energy relationship.

Reinforcing the U.S.- Japan- Korea Triangle

Japan and Korea are of course geo graph i cally part of Eurasia— Japan an 
island archipelago just off  the east coast of the continent, and South Korea 
next door, on Eurasia’s eastern tip. Yet both nations are democracies, allies 
of the United States, and eco nom ical ly advanced members of the OECD— 
more deeply embedded in the liberal world system than many of their conti-
nentalist neighbors to the West.

Japan and Korea, however, are, like the rest of Eurasia, also subject to the 
magnetic attraction of continentalism, especially in the energy sphere.17 Should 
the DMZ standoff  in Korea change, either through reunifi cation or through 
broader relaxation of regional tensions, those continentalist attractions would 
grow still stronger. It is hence very much in the long- term American and glo-
balist interest to see bilateral political- economic ties between Japan and South 
Korea strengthen and to support their mutual engagement with the broader 
world beyond continental Asia as well.

For many years the U.S.- Japan- Korea triangular relationship was badly 
complicated by historical animosity between Japan and South Korea. Th at 
bitterness has by no means disappeared but has grown markedly less pro-
nounced than a de cade ago— due both to the passing of generations and to 
po liti cal transition in both countries, especially since 2008. Today a vigorous 
and explicit trilateralism is increasingly welcome in all three capitals. To the 
extent that it includes collaborative nonmilitary approaches to continental 
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