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CHAPTER TWO 

CHINA’S ENERGY POLICY IN CENTRAL ASIA 

 

2.1      The Strategic Significance of Central Asia for China 

 

 The dissolution of the Soviet Union in 1991 created five new independent Central 

Asian states and fundamentally changed the strategic configuration of the wider Central 

Asian region. As a result of this, The Chinese government started to formalise its 

relations with the new Central Asian republics as they gained their independence after the 

collapse of Soviet Union in 1991. The importance of Central Asia for China can be 

explained under three important titles: 

 Location of Central Asia 

Central Asia is bordered by the Caspian Sea, Siberia, Mongolia, Tibet and the 

Hindu Kush. The region is typically hinterland, surrounded by landmasses and covering a 

vast territory of steppes, desserts and mountains that is larger than Western Europe and 

about half size of the United States. 

 As a result of bordering with energy rich former Soviet states, China has 

geographical advantages in the development of energy trade relation with the Central 

Asian states.  
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                         Figure 2. Map of Central Asia 

 

Oil Wealth in Central Asia 

After 1993, China shifted from being an oil exporter into being an importer. 

China’s increasing economic growth has been accompanied by a doubling of energy 

demand. China has only 2.3% of the world’s oil reserves and 1 % of natural gas reserves, 

but its annual consumption accounts for more than 6 % of the world total. At present, 30 

percent of its oil consumption relies on imports and this number is estimated to increase 

to 70 percent by 2020. It is projected that China will need to import some 60 percent of 

its oil and at least 30 percent of its natural gas by 2020.15The Middle East has been the 

largest trading partner of China for years. (China imports nearly 52 percent of its oil from 

the Middle East.) But due to the unstable political situation in the Middle East, China 

                                                 
15 Erica Strecker Dawns, p.23. 
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tend to consider the region as the new “Oil Mecca.”16Central Asian energy resources 

could help China reduce its dependence on Middle Eastern oil, and thus enhance its 

security. China’s growing dependence on oil, especially from the Middle East, will make 

it more actively concerned with sea lanes, in particular the Strait of Malacca. 80 percent 

of China’s oil imports come thru Straits of Malacca. Therefore, China would face an 

energy crisis if its oil supply lines were disrupted.   

In other words, China’s growing economy with energy constraints has led the 

country to search for overseas resources. It is not difficult to see the importance of 

Central Asia after considering the fact that Central Asia enjoys prolific hydrocarbon 

resources, while China has been demanding huge amount of energy resources. The 

second reason makes Central Asian countries more important is the transportation cost 

factor. Considering the costs of the transportation infrastructure in China and the 

comparison between the replacement costs of foreign and domestic oil, it is more reliable 

for China to move its face to Central Asian countries. 

Central Asia as a Balancing Factor of Disability in China 

Central Asia is China’s primary concern also for preventing destabilizing factors 

such as terrorism, separatism, religious extremism, weapons smuggling and narcotics 

trafficking from affecting China internally. The Muslim Uyghur population in Xinjiang 

has connections to Uyghurs living in Kazakhstan and Kyrgyzstan, since they are closer 

culturally and linguistically to their Central Asian neighbors than to the Han Chinese. 

Muslims comprise nearly 60% of Xinjiang’s population and most of them are Uyghur. 

The Uyghurs are Turkic so they share a common Islamic, linguistic and pastoralist 

                                                 
16 Jela De Franceschi, “Playing Oil Politics in the Caspian Sea”, Voice of America, (Washington, D.C, 26 
June 2006.)  
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heritage with the peoples of Central Asian states.17 Turkic nationalists proclaimed an East 

Turkestan Republic in Kashgar, China, in 1933, and the other one in Yining, China, in 

1944. The close relations between Central Asian states and Uyghur population in 

Xinjiang make China to fear of the recreation of a Greater East Turkestan. The Shanghai 

Cooperation Organization18  can also be seen as a vehicle for China to pressure the 

Central Asian states to extradite its Uyghur populations. 

Xinjiang is China’s largest and most ethnically diverse region, with 47 different 

ethnic groups dispersed across 617,760 square miles. Xinjiang Uyghur Autonomous 

Region is located in the north-west corner of China bordering Russia and Mongolia to the 

north and Kazakhstan, Tajikistan, Afghanistan and Pakistan to the west. Its per capita 

gross domestic product of US$598 makes it one of the least developed areas in China.  

Xinjiang Autonomus Region is very important for China not only because of 

political reasons, but also economical reasons. The region had substantial, largely 

undeveloped, oil, gas and coal resources. Currently, Xinjiang is China’s third largest oil 

supplier, providing 12.7% of the country’s total production see (Fig.3)19  The Junggar 

basin, which lies in Xinjiang’s northern section, contains one of China’s largest 

producing oil fields. Junggar consists of several structural units, all prospective for oil 

and gas. Since 1955, when the first commercial oil discovery was made at Karamay, 

dozens of oil fields have been discovered and developed in the area. The Junggar, Tarim 

and Turpan basis together represents Xinjiang as a major petroleum producing province 
                                                 
17 Xinjiang has the fourth largest Turkic population in the world after Turkey, Iran  and Uzbekistan : see 
Graham Fueller and Fredrik Starr, The Xinjiang Problem,( Central Asia- Caucasus Institute, Johns Hopkins 
University, 2003), p. 9. China moreover has approximately 20 million Muslims, which is more than most 
Middle Eastern states harbour, excluding Iran, Turkey and Egypt: see Dru Gladney, “Islam in China: 
Accommodation or Separatism,” The China Quarterly,( July 2003): p. 451. 
18 The Shanghai Cooperation Organization, which was originated in 1996 with the Shanghai Five (China, 
Russia, Kazakhstan and Tajikistan) to which Uzbekistan joined in 2001. 
19 Bo Kong ,An Anatomy of China’s Energy Insecurity and Its Strategies, (2006): p. 34. 
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in China. They provide nearly 20% of the country’s total crude oil output. Local 

governments in Xinjiang are pushing oil production to 50 million tons per year by 2010.20 

 

 

  Table 1.  Major Chinese Oil Fields By Production, January 2006 

  Source: Oil and Gas Journal. 

 

 

Beijing’s strategic and energy objectives are based on stability in Xinjiang and its 

Central Asian policies grow out of its preoccupation with stability there.  In other words, 

China’s extensive and significant strategic and energy interests in the region are clearly 

tied to Xinjiang’s internal developments. One can say that China’s policies in Central 

Asia represent an outward projection of its own fears for its own internal security.21 As a 

Chinese analyst told journalist Willem Van Kemenade, if Central Asia disintegrates, the 

chaos will reach Xinjiang.22  

                                                 
20 Ibid, p.34. 
21 Stephen Blank, “Xinjiang and China's strategy in Central Asia” , World Tibet Network News, (3 April 
2004), Retrieved from: http://www.tibet.ca/en/wtnarchive/2004/4/6_2.html.  
22  Ibid. 

FIELD PRODUCTION (bbl/d) 
China National Petroleum Corporation (CNPC) /PetroChina   

Daqing 929,268 
Liaohe 256,991 

Xinjiang 222,524 
Changqing 162,422 

China Petroleum and Chemical Corporation (Sinopec) 
Shengli 535,531 

Sinopec Star 78,567 
Zhongyuan 67,092 

China National Offshore Oil Corporation (CNOOC) 
Total offshore 519,108 
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Xing Guangcheng argues that China and Central Asian states have established an 

entirely new relationship in recent years. He states that ‘this relationship has been 

developed to establish good neighborhood relations, and to make progress in common 

economic prosperity for both China and the Central Asian states.”23 Xing further argues 

“[…] to a large extent the stability and prosperity of Northwest China is closely bound up 

with the stability and prosperity of Central Asia.”24 

In short, the outcome of the economic and strategic interdependency is extremely 

beneficial to China. Not only is it a good way to reach necessary energy resource in order 

to continue the economic growth of China as a whole, but it is also a way to restrict 

independence movements both within and outside of Xinjiang. 

 

2.2     China’s Energy Policy 

 

In 1971, China’s share in the world’s energy primary demand was a mere 5 

percent (with 23 percent of the population). By 2020, the International energy Agency 

estimates that China’s share of global primary energy demand will be 16 percent. It 

seems likely that, neither its oil endowment nor its domestic production is sufficient to 

satisfy country’s increasing thirst for oil. According to a study conducted by the Shanghai 

Academy of Social Sciences, China’s proved oil reserves only stand at 3300 million tons, 

accounting for 2.3% of the world total. However, China’s remaining reserves are only 

                                                 
23 Guangcheng Xing, China and Central Asia: towards a new relationship in Ethnic challenges beyond 
borders: Chinese and Russian perspectives of the Central Asian conundrum, eds. Yongjin Zhang and 
Rouben Azizian. (Hampshire: Macmillan,1998),p.32. 
24  Ibid. p.32. 
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2380 million tons, with a reserve to production ratio of 14.8. This means that at the 

current pace of production, China’s reserves will only last 14 years or so.25 

For the foreseeable future, Chinese leaders will continue to make economic 

growth a top priority. As expected, this economic expansion has been accompanied by a 

corresponding surge in energy consumption. China did not become a net importer of oil 

until 1993, but it is now the world’s third largest oil importer and second largest 

consumer. As a result, China’s dependence on foreign oil is on a rapid rise, growing from 

less than 1%in 1993 to about 48% in 2006. 

In 2007, China is expected to import $69.6 billion of crude oil, up 4.8 percent, 

while imports of refined oil reach $15.8 billion, up 1.6 percent. 26 The trend of increasing 

reliance on energy imports and growing import volumes is projected to continue for the 

foreseeable future, driven by rising numbers of cars on the road, greater energy 

consumption by consumers and industrial growth. According to International Energy 

Agency report 2002, Dependency rate of China is expected to be above 40% by 2010, 

above 60% in 2020, and above 70% in 2030.27
 The dependency rate of China's oil 

consumption extended from only 29.1 percent in 2001 to 47.3 percent in 2006 as a result 

of its sustained and fast economic growth28 

                                                 
25 “Lun Zhonguo Shiyou Anquan” (On Chinese Petroleum security), Shiyou Huagong Jishu Jingji (Journal 
of Petrochemical Technology and Economics) Vol.3, (2004): p.7. 
26 Diao Ying, “Trade Surplus Large But Slowing in 2007”, China Daily,  (8 May 2007), Available at: 
http://www.chinadaily.com.cn/bizchina/2007-05/08/content_867406.htm.  
27 World Energy Outlook, (2004), p.117. 
28 “Analysis of  China’s Import and Export”, Xinhua News Agency,  (26 March 2007), Available at: 
http://www.uofaweb.ualberta.ca/chinainstitute/nav03.cfm?nav03=58471&nav02=57277&nav01=57272 
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Source: Kong,2005 

As a result of the limited availability of oil in the country and the uneven 

distribution of oil abroad forced China to depend on foreign suppliers. 

 

2.2.1   China’s Energy-Trade Relations in Abroad 

 

Since the early 1990s, China started to search for oil and have plenty of 

agreements with the energy-rich countries in the world.  Beijing has had long term 

purchasing agreements in Africa, the Middle East, South East Asia as well as America. 

China’s earliest and most successful oil-investments in Africa is Sudan, shippining nearly 

2/3 of its oil exports. PetroChina and Sinopec, the two state-owned oil enterprises are 

responsible for securing foreign energy resources, operate nearly unimpeded in Sudan’s 

oil fields.29 In Sudan, CNPC has invested more than $8 billion in the country’s oil sector, 

including investments in a 900-mile pipeline to the Red Sea.30 Sudanese output now 

accounts for the majority of China National Petroleum and Gas Company’s (CNPC) 

                                                 
29 “Sudan and China a troubling Relationship”, (2007), Available at: 
http://governingenergy.wordpress.com/2007/04/23/sudan-china-a-troubling-relationship/  
30 Langdon D.Clough , Energy Profile of China, Energy Information Administration, (2007), In: Cutler J. 
Cleveland Ed., Encyclopedia of Earth, Washington, D.C.: Environmental Information Coalition, National 
Council for Science and the Environment, 30 January 2007), Available at: 
http://www.eoearth.org/article/Energy_profile_of_China  

                         Table 2: Forecasts of China’s Growing Dependency on Foreign Oil

 2010 2015 2020 2025 2030 
International Energy Agency (2002) 55%  68%  74 % 

US Energy Information Administration (2003) 44.6% 54.5% 62.8% 68.8%  
Energy Research Institute, National Development 

and Reform Commission 

46~52%  59~62%   
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production. CNPC even has production agreements in Chad, a country that has 

diplomatic relations with Taiwan. 

Another African country that China has trade and energy investments into is 

Angola. In February 2006, Angola surpassed Saudi Arabia as China’s largest source of 

crude oil imports (Fig.3). Today Angola covers 13% of China’s imports. 

America is another region that China has pursued a series of energy and raw 

material agreements especially in the past three years. China’s growing potential 

influence in the US backyard has been pursued as a challenging factor against the US’ 

historic dominance in the region.  

Since 2004, China and Canada have also concluded a series of energy and 

resource agreements, providing for greater Chinese involvement in developing Canada’s 

natural gas sector, its oil sand deposits and its uranium sector. PetroChina and the 

Canadian giant Enbridge signed a memorandum of understanding to build a $2 billion 

pipeline that would carry oil to the western coast of Canada for shipment to Asia. 

Beijing has also been active in Latin America. In light of their growing need for 

energy, China has been strengthening economic relations with supplying Latin America 

countries like Venezuela. For quite some time Venezuela has been looking to foster new 

trade relations , in particular with China, in order to break dependency on the United 

States. Chinese ambassador in Venezuela, Ju Yijie, said that following the increase in 

bilateral trade between China and Venezuela, Venezuela now transports 200,000 barrels 

of petroleum to China daily, and the figure continues to increase.31 

                                                 
31 “Venezuela Transports 200,000 Barrels of  Petroleum to China Daily”, Xinhua News Agency, ( 2 April 
2007), Available at: 
http://www.uofaweb.ualberta.ca/chinainstitute/nav03.cfm?nav03=59886&nav02=58460&nav01=57272  
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The Middle East still accounts for the majority of China’s imported oil. Iran 

contributes approximately 15% and Saudi Arabia accounts for approximately 16% of 

China’s imports. China Petrochemical Corporation (SINOPEC) also recently (in 2006) 

signed a 25 year agreement with Iran worth $70 billion to import liquefied natural gas 

and invest in exploration and production projects. This agreement makes China the 

number one importer of Iranian energy.  

 

 

Figure 3. Top Sources of China’s Crude Oil Imports 2005 and 2006* 
*2006 is January through September only 

Source: FACTS, Inc. China Oil and Gas Monthly 
 

 

Between January and May 2006 China received 46 percent of its crude oil imports 

from the Middle East and 32 percent from Africa, while its neighbors in the Asia-Pacific 

region only supplied 5 percent of China’s imports. Although there is enough oil abroad to 
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satisfy its oil demand, China’s imports are heavily focused on the countries that are 

subject to various conflicts and wars, which raise questions about the stability of oil 

supply. It means that, depending on the suppliers from regions prone to instability poses a 

threat to China’s own oil security.  

China’s net oil import came to 162.86 million tons in 2006, but only 10 percent 

from Central Asia and Russia. The oil imports from Central Asia and Russia are the only 

one that was shipped by railway. The great majority of China’s oil imports came via the 

ocean. However, Chinese crude oil tankers only shipped 10% if the total. This means that 

foreign tankers are the one that are shipping the great majority of China’s total oil 

imports. As a result, this limited control over oil shipment undoubtedly subjects China’s 

oil imports to various risks of disruption and mounts another threat to its oil insecurity.32 

            Moreover, as Table 2 illustrates, among all imports shipped by sea, all of them 

except those from Venezuela have to go through the Malacca Strait. China is aware of the 

possibility of an energy crisis in case of the disruption of oil supply lines. It means that 

whoever controls the Strait of Malacca and the Indian Ocean could block China’s oil 

transport route. Furthermore, potential terrorism in the region can also endanger China’s 

oil security by cutting off China’s oil imports through the shipping lane 

 

 

 

 

      

 

                                                 
32 Bo Kong , p. 15. 
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     Table 3. China Oil Transport Routes 

 

 

 

Figure 4.  Map of shipping lanes 

 

 
 

Railways  
Russia  Zabaikalsk – Manzhouli  

Kazakhstan  Kazakhstan – Druzhba  

Sea Ways 
 The Middle 
East  Persian Gulf – Strait of Hormuz – Malacca Strait – Taiwan Strait – China  

 West Africa  North Africa – Mediterranean – Strait of Gibraltar – Cape of Good Hope – 
Malacca Strait – Taiwan Strait – China  

 Southeast 
Asia  Malacca Strait – Taiwan Strait – China  

 Venezuela  Panama Canal – Pacific Ocean  
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2.3       Energy- Trade Relations between China and Central Asian States 

 

The collapse of the Soviet Union in 1991 and the subsequent rise of the more 

vulnerable and less experienced newly independent states of the Central Asia led to an 

intense political and commercial competition for control over oil resources and export. 

Since Central Asia is blessed with enormous energy resources, the New Great Game has 

been started among the powers like China, Russia and the United States.  

The essence of this new geopolitical game in Central Asia from China side is 

threefold: First of all, China who is heavily relied on international sea-lanes and the 

Middle Eastern energy resources33 which is the area prone to instability and volatility, 

needs to diversify its own energy market. Therefore, the construction of oil and gas 

pipelines with Central Asian states is seen by the government as an effective way to 

enhance the security of oil and gas supply.  Secondly energy rich Central Asian states 

(Kazakhstan and Turkmenistan) are to be influenced since China fears of any connection 

between Turkic nations in Central Asia and Xinjiang. Thirdly, it is important to be 

involved into this ‘New Great Game’ in order to engage in strategic competition with the 

United States and Russia. 

Its geographical advantage and close relations with the energy rich states make 

China a natural player of this game. Since the two biggest energy-rich states Kazakhstan 

an Turkmenistan are the main Central Asian players, I believe , it would be very helpful 

to know more about these two very significant energy-rich former Soviet states. 

 

                                                 
33 The Middle East still accounted for 48 percent of China's oil imports from Jan-Sept 2006. 
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2.3.1    Kazakhstan Oil and Gas Resources 

 

Among the Former Soviet Union states, Kazakhstan is the second largest energy 

producer after Russia. The state-owned oil company is Kazakoil, and the pipeline 

company is Kaztransoil.  According to Ministry of Energy, Kazakhstan produced 

approximately 1.3 million barrels per day (bbl/d) of oil in 2006 and consumed just 

224,000 bbl/d, resulting in net exports of almost 1 million bbl/d. The Kazakh government 

hopes to increase production levels to around 3.5 million bbl/d by 2015.34 

 

Kazakhstan, is now to become the one of the world’s largest oil exporters. By 
2020, the country could sell up to ten million barrels of crude oil per day to the 
world, as much as Saudi Arabia.35 

 
 

 Kazakhstan's combined onshore and offshore proven hydrocarbon reserves have 

been estimated between 9 and 29 billion barrels. Kazakhstan recently completed a new 

assessment of its oil reserves and estimated proven and probable oil reserves at 

approximately 29 billion barrels. Kazakhstan is poised to become an even more 

significant player in world oil markets over the next decade. 

Kazakhstan’s oil production is concentrated in four onshore fields- Tengiz, Uzen , 

Karachaganak and Kashagan. 

 

Tengiz 

The Tengiz field is located along the northeast shores of the Caspian Sea. 

Recoverable crude oil reserves have been estimated at 6-9 billion barrels by consortium 
                                                 
34Official Site of Kazakhstan Embassy in Ukraine and Moldova : http://www.kazembassy.com.ua.  
35 Lutz Kleveman, The New Great Game, (NewYork:Atlantic Monthly Press, 2003), p.75. 
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member Chevron. Tengiz has been developed by the Tengizchevroil (TCO) joint venture 

(ChevronTexaco 50%, ExxonMobil 25%, Kazmunaigaz 20%, LukArco 5%) since 1993. 

For the first half of 2005, the consortium produced 267,000 bbl/d of crude oil. 

 

Uzen 

 The Uzen oil and gas field is an older field that is operated by Uzenmunaigaz, a 

subsidiary of Kazmunaigaz. It is 100% state-owned, without foreign investors. Uzen is 

estimated to contain 1.5 billion barrels of oil. In mid-2002, its production rate was 94,467 

b/d.  

 

Karachaganak  

The Karachaganak oil and gas/condensate field is located onshore, in northern 

Kazakhstan, near the border with Russia's Orenburg field. Karachaganak is being 

developed by the Karachaganak Integrated Organization (KIO), a consortium led by 

Britain's British Gas (BG) and ENI (Italy). According to BG, the field holds reserves of 

more than 2.4 billion barrels of oil and 16 Tcf of gas, recoverable over the 40-year life of 

the project. Oil and condensate production from Karachaganak averaged 230,000 bbl/d 

during the first half of 2005, representing 18 percent of total Kazakh production. 

 

Kashagan 

 The Kashagan field, the largest oil field outside the Middle East and the fifth 

largest in the world (in terms of reserves), is located off the northern shore of the Caspian 

Sea, near the city of Atyrau. Although the field is still being appraised, in June 2002 the 
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consortium operating the field, the Agip Kazakhstan North Caspian Operating Company-

-Agip KCO (formerly known as OKIOC), estimated the field's recoverable reserves at 7-

9 billion barrels of oil equivalent, with further potential totaling 9 to 13 billion barrels 

using secondary recovery techniques (gas injection, for example). Peak production of 1.2 

million bbl/d is expected by 2016. 

Kazakhstan’s hydrocarbon reserves are contained in 153 occurrences, including 

80 petroleum, 24 gas- petroleum, 21 petroleum-gas condensate, 5 gas condensate and 19 

gas fields.36  Kazakhstan produced approximately 1.22 million barrels per day (bbl/d) of 

oil in 2004 and consumed just  224,000 bbl/d, resulting in net exports of almost 1 million 

bbl/d.37 

Kazakhstan owns proven natural gas reserves around 1500-2500 billion cubic 

meter (bcm), eleventh in the world. However, Kazakhstan became a net exporter only in 

2003. In 2005, Kazakhstan produced 16 bcm of natural gas and plans to increase this to 

60-80 bcm a year in the 10 years perspective. 

Kazakhstan has two separate domestic natural gas distribution networks, one in 

the west which services the country's producing natural gas fields, and one in the south 

which mainly delivers imported natural gas to the southern consuming regions. . 

Kazmunaigaz, the state owned oil and Natural Gas Company, operates Kazakhstan's main 

natural gas pipelines. 

 
 
 

 

                                                 
36 James Dorian , Oil and Gas in Central Asia and Northwest China, (London: CWC Publishing, 2001), p. 
77.  
37 Ibid, p.79. 
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2.3.2   Turkmenistan Oil and Gas Resources  

 

Turkmenistan is an important gas and petroleum producing republic of Central 

Asia. Turkmenistan possesses about 5% of the proven reserves of the former Soviet 

Union.38 According to BP, they amount to some 500 million barrels of oil and 2.86 

trillion cu metres of gas.39 

While the amounts of oil reserves are relatively small, the country’s gas reserves 

are being accounted for around 2.5 percent of global reserves. 

The existing oil pipeline network is composed of four major sections: one 

dedicated Russian oil import line and three export lines. The import line runs from the 

West Siberian oil fields and passes through Kazakhstan (Pavlador and Shymkent) and 

Uzbekistan and terminates in Turkmenistan (Seili). The three major oil export lines in 

Central Asia were designed to ship oil from the major oil producing regions in 

Kazakhstan. Most of the oil from Tengiz and the Buzachi peninsula is shipped north to 

Samara and exported to Europe. 

There are five important state owned companies; Turkmenrozgas, in which the 

Turkmen state is the majority owner, responsible for gas exports through the Russian 

pipeline system; Turkmenneftegaz, responsible for oil and gas marketing; Turkmenneft, 

which carries out oil production; Turkmenneftegazstroi, responsible for oil and gas 

related construction; Turkmengeologia, which undertakes geological exploration. 

 

 

                                                 
38 Ibid, p. 101. 
39 BP Amoco, Statistical Review of World Energy, June 2007, : http://www.bp.com/. 
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2.3.3 Oil & Gas Pipelines between China and Central Asian Countries 

 

One of the purposes of this new geopolitical game in Central Asia is to control the 

pipelines in the region and also sign joint agreements with the regional states to control 

the production and exploration of oil.40 

China has been trying to reduce its dependence on the international sea lanes and 

the instable Middle Eastern resources and has been playing active role in the construction 

of alternative routes from Central Asia to China. 

The Kazakhstan-China Oil Pipeline is the one that China and Kazakhstan 

governments succeeded to construct. This pipeline from Kazakhstan to China is carrying 

Caspian oil to serve China's growing energy needs. In June 1997, the China National 

Petroleum Corporation (CNPC) signed a contract to build a 3000-kilometer pipeline from 

Kazakhstan to China. However, it didn’t come to pass until when Russian government 

has chosen to run a planned new oil pipeline opening its huge eastern Siberian fields up 

to the Asia-Pacific market via Japan rather than China.  

Construction began on the second segment of the Kazakhstan-China pipeline in 

late September 2004. The 613-mile-long, 813 mm, pipeline from Atasu, in northwestern 

Kazakhstan, to Druzhba in China's northwestern Xinjiang region were completed in 

December 2005. The Atasu-Druzhba pipeline can send China 5 million tonnes of Kazakh 

oil a year.41 

                                                 
40 While the Central Asian states have physical possession of their oil and gas reserves, they do not possess 
the capital and the technology that would allow them to go into production alone, a fact which brings in the 
foreign companies with a share in production and revenues. 
 
41 “Kazakhs plan to link Chinese pipeline to Caspian Sea”, Reuters News, (15 June 2007), Available at: 
http://www.uofaweb.ualberta.ca/chinainstitute/nav03.cfm?nav03=61777&nav02=57358&nav01=57272  
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The first section of the Kazakhstan-China pipeline was completed in 2003 and 

runs westward across Western Kazakhstan from the oil fields of the Aktobe region to the 

oil hub of Atyrau. The pipeline is expected to have an initial capacity of around 200,000 

bbl/d, which will eventually be expanded to 400,000 bbl/d. The Kazakh and Chinese 

national oil companies are jointly financing the project, yet the Chinese oil company will 

be responsible for filling the pipeline from its oilfields in Kazakhstan once it is finished. 

The final stage of the pipeline will entail the completion of the Kenkiyak-Kumkol 

pipeline in central Kazakhstan. 

 

Figure 5.   Energy “Silk Route” from Central Asia 

 

The Kazakhstan-China pipeline, when all three stages are complete, will span 

almost 1,860 miles from its start in Atyrau to Druzhba in China. 
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Historically, natural gas has not been a major fuel in China, but its share in the 

country’s energy mix is increasing. As the damaging health and environmental effects of 

the higher amount of consumption of coal, China anticipates a 7 percent annual growth 

rate in natural gas use between 2000 and 2020.42 Chinese government has started to 

converting larger cities from coal to natural gas. As the economy continues its rapid 

growth, China’s demand for natural gas will increase eventually. According to Energy 

Research Institute of China, the use of total energy will double, with natural gas provides 

much of the growth.43 

 

 

Figure 6.  China’s Natural Gas Production and Consumption, 1980-2005. 
Source: 1990-2004: EIA; 2005: FACTS, Inc China Oil and Gas Monthly 

                                                 
42 Kathleen J. Hancock (2006), “Escaping Russia, Looking to China: Turkmenistan Pins Hopes on China’s 
Thirst for Natural Gas”, China and Eurasia Quarterly 4, no.3 (2006): 67-87. 
43 Ibid, p.78. 
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The Kazakhstan-China Gas Pipeline is a planned natural gas pipeline from 

Kazakhstan to Xinjiang Uygur Autonomous Region in China. The partners of this project 

are Kazmunaygaz and PetroChina. The construction is expected to start in 2008 and the 

first stage with annual capacity of 10 bcm is expected to be operational in 2009.44 If 

constructed, the pipeline will be about 3,000 kilometer long. It will be supplied from the  

Karachaganak, Tengiz and Kashagan gas fields, as well from the gas fields of 

other Central Asian countries and Russia. In China the Kazakhstan-China gas pipeline 

will be connected to the West-East Gas Pipeline45 which runs from Lunnan in Xinjiang to 

Shanghai. 

 

Figure 7. The Proposed Kazakhstan China Gas Pipeline 

Source: North- East Asian Gas & Pipeline Forum, September 2000 

                                                 
44 “China Carried Away by Kazakh Pipelines”, Russia’s Daily Online, (14 April 2006), Available at: 
http://www.kommersant.com/p666526/r_500/China_Carried_Away_by_Kazakh_Pipelines/ . 
45 West-East Gas Pipeline started in 2002 and it was put into operation on 1 October 2004. The pipeline is 
owned and operated by the Natural Gas and Pipeline Company, subsidiary of PetroChina. The pipeline is 
supplied from the Tarim Basin gas fields in Xinjiang province. The Changqing gas area in Shaanxi 
province is a secondary gas source. 
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The Proposed Natural Gas Pipeline between Gas Demander China and 

Supplier Turkmenistan is supported by Exxon, Mitsubishi and the Chinese National 

Petroleum Company. In April 2006, Turkmenistan and China agreed to build a 2,500 

mile pipeline to move Turkmen natural gas to the Chinese market. The plan is to 

complete natural gas pipelines to China before the end of 2008 and then piping Amu 

Darya River’s natural gas from January 1, 2009 with 30 billion cubic meters each year 

and valid for 30 years.46 As part of the deal, China agreed to pay a $25 million low-

interest loan to Turkmenistan for purchasing Chinese drilling equipment.47 

On May 14, 2007 The China National Petroleum Corporation (CNPC) announced 

that CNPC’s Changqing Petroleum Group had signed an agreement with Turkmenistan 

for the exploration of the natural gas field in Turkmenistan. The agreement allows 

Changqing Petroleum Group to explore the natural gas resources of 12 natural gas wells 

located in Turkmenistan’s Gunorta Eloten gas field which is estimated to have 7 trillion 

cubic meters of gas reserves, the largest natural gas field discovered so far in the world. 

In July 2007, Chinese President Hu Jintao and President of Turkmenistan 

Gurbanguly Berdymukhamedov have signed an agreement on energy cooperation in 

which both sides issued a joint communiqué that reflects growing relations between the 

two countries. Turkmen President said that: “Turkmenistan attaches great importance to 

fulfillment of the general agreement on the pipeline project for transporting Turkmen gas 

                                                 
46“PetroChina likely to import Turkmenistan Natural Gas”, Xinhua News Agency,  (28 February 2007), 
Avaliable at: 
[http://www.uofaweb.ualberta.ca/chinainstitute/nav03.cfm?nav03=57359&nav02=57358&nav01=57272] 
47 Kathleen J Hancock, p.77.   
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to China and Tukmenistan  Turkmenistan guarantees delivery of [committed] volumes of 

natural gas under the agreement.”48  

The natural gas pipeline will start from Turkmenistan and travel to China through 

Uzbekistan and Kazakhstan. In China, it will be linked with the pipelines built for the 

west-to-east gas transferring project so that in the end, gas transmission in Turkmenistan 

can be delivered to cities in China’s southern region. 

Even though Turkmenistan has not managed to maintain strong relations with 

China as much as Kazakhstan, there are still chances to have much better economic 

relationships between two states. During the ten year period from 1992-2002, 

Turkmenistan had only 2 projects with China, but despite this slow start, investment has 

recently accelerated. 49  In July 2005, Turkmenistan reported that, China was involved in 

37 investment projects valued $ 383 million. 

 

 

 

 

 

 

 

 

 

 

                                                 
48 “China, Turkmenistan Sign Landmark Gas Deal”, News Central Asia, (18 July 2007), Available at: 
http://www.newscentralasia.net/Regional-News/129.html  
49 Kathleen J Hancock, p. 82. 
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2.4       Summary and Conclusion 

 

One important geopolitical consequence of the demise of the Soviet Union was 

the rise of intense political and commercial competition for control of the vast energy 

resources of the newly independent and vulnerable states of the Caucasus and Central 

Asia.  

Since Central Asia is blessed with enormous energy resources, and today’s second 

fastest growing economy -China- has been starving for energy, it is inevitable to see 

China in the part of this great game.  

Central Asia’s importance for China can be summarized as follows:  

• China’s geographical proximity to the region gives it a special advantage in 

developing the energy-trade relations with energy-rich Central Asian States. 

• Oil wealth in Central Asia and low-transportation costs. 

• China’s need to diverse its energy market in order to maintain security of oil 

transportation.  

• The fear of China stems from the close relations between Central Asian states and 

Uyghur separatist groups in Xinjiang Autonomus Region. China believes that the 

stability of Xinjiang is closely bound up with the stability of Central Asia. 

Two energy giants Kazakhstan and Turkmenistan are the main Central Asian 

states that China has been in relation with in the energy sectors. Compare to the relations 

between Turkmenistan and China, the relations between Kazakhstan and China seems 

like more engaged. China and Kazakhstan succeeded to deploy China’s first cross-

national long distance pipeline in 2006. And two sides are now working on a new gas 
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pipeline from Kazakhstan to Xinjiang Uygur Autonomous Region in China. Once this 

pipeline completes, it will be connected to the West-East Gas Pipeline which runs from 

Lunnan in Xinjiang to Shanghai.  

As a result of the damaging health and environmental effects of the higher amount 

of consumption of coal, Chinese government has started to converting larger cities from 

coal to natural gas. It means that, the importance of gas giant-Turkmenistan- for China 

has been increasing day by day. They already took the first step to build a 2,500 mile 

pipeline from Turkmenistan to China in April 2006 and will be completed in the end of 

2008. 

For the foreseeable future, China’s rapid economic growth will continue and will 

lead to an increase in energy consumption. It seems likely that, China, as a country 

heavily relied on Middle Eastern sources, will be getting more and more influential in the 

region. The diversification of the energy markets is now China’s one of the primary goals. 

But China is not the only power who is willing to have influence over the Central Asia. 

Russia and the United States are the other players in the region. Every step that each 

power takes will have potential factor to change the fate of the region. So it is very 

important to analyze carefully the main energy policies of each power in the region.  

 

 

 

 

 

 

 

 




