The Changing Security Environment in the Middle East
China's Expansion, Security-development Nexus,

and the Possibility of US—Japan Cooperation

JIME-L5;

JIME Center, the Institute of Energy Economics, Japan

Research Project granted by the Center for Global Partnership, Japan Foundation



About JIME Center

JIME Center was originally established on September 1974 as the Japanese Institute of Middle Eastern
Economies (JIME) and made a fresh start on April 2005 as a unit of the Institute of Energy Economics,
Japan (IEEJ).

The Center is the leading research institute in Japan specializing in the research of the Middle East
and North Africa (MENA) region from a broad set of perspectives including politics, economy, society,
security and energy security. Researchers are highly skilled professionals with considerable
experience in the region. The Center also accepts qualified personnel from supporting member
companies and works in cooperation with other research institutes in Japan and around the world.

The JIME Center is dedicated to providing timely and unique in-depth analyses of the ever-changing
developments in the region to both Japanese public and private sector. Through these activities, the

Center aims to contribute to the further development of Japan’s economy.



Acknowledgments

The Middle East is vital for Japan from the perspectives of energy security, the safety of Japanese
citizens and business, and enhancement of the Free and Open Indo-Pacific Initiatives advocated by
Prime Minister ABE Shinzo. However, there have been limited opportunities for experts of the Middle
East studies and energy policy to discuss the U.S.-Japan alliance and their threat perceptions
regarding the volatile political and security situation in the Middle East. As the political and economic
situation in the Middle East becomes more vulnerable due to the global Covid-19 pandemic and the
low oil prices, it is becoming more important for Japanese and American researchers to discuss the
strategy and threat perception toward the Middle East.

In this report, various experts analyzed China's expansion into the Middle East and its interaction with
the regional countries, the nexus of development, security, and stability in the region, and energy and
the Middle East policy trends of the US and Japan.

Dedicated scholars of the Center for Strategic and International Studies (CSIS), current and former,
contributed to the publication of this report and made the success of the project possible. JIME
Center would like to thank John Alterman, Melissa Dalton, Jane Nakano, Will Todman for their hard

work.

We would also like to thank various experts who generously contributed through papers, roundtables,
and speaking at our International Symposiums. Among these are; Erica Downs, Jonathan Fulton,
Narayanappa Janardhan, Abdoly Keivan, MATSUNAGA Hideki, MATSUO Chisako, Yezid Sayigh, Nikos
Tsafos, SAITO Jun, and YATSUZUKA Masaaki.

We are grateful to TATEYAMA Ryoji and KAKIZAKI Masaki for participating in roundtables and
contributing insightful papers as project members. In addition, | greatly appreciate my colleagues in
IEEJ, HINE Daisuke, HORINUKI Koji, KOBAYASHI Amane, KOBAYASHI Yoshikazu, KONDO Shigeto,
SAKANASHI Sachi, and YOSHIOKA Akiko for their participation and cooperation in this project.

This project was made possible by the generous support from Japan Foundation’s Center for Global
Partnership (CGP). We believe the project could enhance the mission of the CGP.

April 2021

HOSAKA Shuiji

Director, JIME Center
Board Member, the Institute of Energy Economics, Japan (IEEJ)



HAFERFX

HARIC L o THHEHBOBIATE S X, =4V F —LReRECHRBZE - MAOEH L2, AT
fldizA v F - KVFE] BRROE R o 2Blmd» b2 b THETH LT, KEDOHHEENK L
IANF—BERA LD XS B I N, HADRBERICE D X 5 B x5 2 2L w i MwIicBiT 2
HamE LA ERINT I b o7z, FMan v 4 2DREGLK & Al oK% 3Z 1<, B
M OBOR - #FIFIER S —EARLEICE 5, PHIESICE T 2 HROHg LB EEERIC > \WT, hR
ez AL F—2HL T 2MEEVFERT 2T o2 HHEEIC R > T 5,

COXIBERPO, RFETIHHKOHE - =43V F—HMFKIC X 2 HFEMIE 2@ U T, i
ICB T 2 BUA « REREREEOZAC HRMEIC G 2 2528 % 00T L. HKEE T O HERBUE o g <
ZEPELSZERE, 2 LCHRICHET 2 HXIGHDOAREMEIC O WTHRET L T & 72, 72, HHROHFMFK
o 74— NNy 2 %G, REFIIZOMEL LT, 7 AOHEMZK S hE O hHGEH & RS
E o kG, HHFEEORFE - 6K L RELEDTTI. HROWHH - ZAVF—BERICOWTERLEZH D
Th D, REEFEECHRESH KL Y X —DBIKIC X > TfTbh 7z,

ARFFEITIEKRE - BRI EFRFEEZCAT (Center for Strategic and International Studies: CSIS) 7> & %
Ried W hzeldviz, vREDOY a v - AV i —<VK, V4L by PR VK ZAALF o=
ARV 7F AR VA v Fh K BERELERERO XY vy - 20 b v RICEER L BT
5, oo F v A NVZAORGEKIC X Y, 2020 FFEEICIREIHR S HAR~ OB d o 72 b
DD, V74 VTOMWREPLRMY vHRY Y L% L CERadmziT) T LB TE /2,

¥ 7o, BOCHRE, 9t v v RY Y AN %@ U CREEIC CHATEW HMAR O FER, FRc7 7 F
V- TATVER, YV—F - —AzF K, FI7FVFov -V FAXVvK, 2Vh - Xy, =2
R V77 AR, YaFrP v T b VK R, MG, KSR, S IRIE S R G
HLET7Z0,

IR AR & Al R I i, BN OWIER JIE & LTI ~DSINCam ORI T I TH W 72,
HAR L A F —REFWTIET 2 o 13, /IRJEL AMREAL, SR AL IRELEE. HARORI. Jadioh —. & [
TORRERICSIL 7,

202144 A

— MR AN B AR T 4 ¥ —RIFNFRT h e v & —
HEHEE, vvx—FK

PRI (EF]



Contents

1. Examining the importance of the Middle East in Chinese Foreign Policy
YATSUZUKA Masaaki 6

2. China-Gulf Monarchies Relations in the 2020s: Visions and Challenges
Jonathan Fulton 16

3. A=—vOMBIEHKD b 72 & $HIBEEAYHE —hE O T & BEE O RiE O BET

Oman: Fiscal Crisis and its Geopolitical Challenges

YE4k Th— (HORINUKI Koji) 25

4. Making Sense of the China-Turkey Rapprochement: Current Status
KAKIZAKI Masaki 36

5. Seeing from the Outside: How International Development Actors Should Rethink

the State versus Non-State Paradigm
Yezid Sayigh 45

6. BFEOKEREMEL HADOXWG—H v T 77 LKREOHMAZHE 2 T

Japanese Foreign Policy on Gulf Security Issues:
From the Perspectives of Saudi Arabia and the United States

WTi%E A (KONDO Shigeto) 54

7. Destabilization in the Middle East and Its Impacts on Japan’s Energy Security
Amane Kobayashi 63

About the Authors

75



1. Examining the importance of the Middle East in Chinese Foreign Policy

YATSUZUKA Masaaki

Introduction

China’s presence in the Middle East has grown in recent years, in both economic and military terms.
As the power balance between the two superpowers, China and the US, undergoes dramatic change,
what effect will that have on the Middle East? Will China replace the US as the major power
maintaining order in the Middle East? At a more basic level, what strategy is China pursuing through
its involvement in the Middle East?

With these questions in mind, this paper aims to explain the status of the Middle East in China’s
overall foreign policy and its specific activities in the region. First, the author examines China’s basic
stance toward the international order, subsequently identifying the status of the Middle East in
Chinese foreign policy. Second, the author examines the characteristics of the relations between
China and the countries in the Middle East, as well as the status and directionality of their economic
cooperation and military affairs. The author concludes by exploring the future of China’s Middle East

policy within a context of probable prolonged conflict between China and the US.

1. China’s Approach toward the International Order and the Importance of the Middle East in
Chinese Foreign Policy

The speeches and communiqués of the leaders of the Chinese Communist Party (CCP) are a helpful
indication of China’s basic approach in its foreign policy.

With respect to this, the first notable remark was made by Xi Jinping in a speech at the 19t CCP
National Congress, with the significant recognition that “the world is undergoing major developments,
transformation, and adjustment.” ! The perception of the CCP leadership is that power is of
paramount importance in the international order, and that the current international order is arranged
around US hegemony.? However, the leadership is beginning to indicate that the international order
has entered a period of major change in recent years. Behind this change is “the great adjustment in
the international power balance,” as indicated at the 5™ plenary session of the 19t CCP National

Congress in October 2020; this primarily signifies the change in the power balance in the world due

UOISIE kB A i A D B STHCHT IR ERE (rk 2 AR MR — — 1 Hp E S B R e ER R
KEFHIREG ] hEARLMEA S ARBFF HP, 2017 £ 10 A 27 H. (http://www.gov.cn/zhuanti/2017-
10/27/content_5234876.htm)
2 EEE THhE o Bk o 5t & 2 b THifTsEamic2e] 55 18 &5 2 %5 2016 4F 2 H. 45-63 H,
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to the decline of the US and the rise of China.> The Chinese Foreign Minister Wang Yi exhibited a
similar stance in a press conference at the beginning of 2021, when he stated that “COVID-19 has

accelerated the once-in-a-century transformation in an increasingly fluid and changing world.”4

Within this context, China is taking on an active role in this period of change in the international order.
In a communiqué from the 5% plenary session of the 19t CCP National Congress held in October 2020,
China indicated its ambitions to reform the systems constituting the international order in the form
of high-quality development through the Belt and Road Initiative, and active participation in the
systemic reform of global economic governance.® The Chinese government sees the current
international order as irrational and unjust, as being built in favor of Western countries, and contrary

to the interests of developing countries.

China seeks to have these assertions reflected in its foreign policy in order to reform the systems
constituting the unjust international order. China’s ambition is to “be actively involved with global
governance and the provision of the international public good, enhance ‘institutionalized discourse
power’ in global economic governance, and build a broad community of interests.”® “Discourse
power” refers to “the influence created by the concepts, logic, values, and ideologies contained

within the discussions and discourses of one’s own country.”’

To achieve this ambition, one direction advocated by Xi Jinping is to “resolutely reject the Cold War
mentality and power politics, and take a new approach to developing state-to-state relations with
communication, not confrontation, and with partnership, not alliance.”® This statement is both a
criticism of the military alliances that the US has forged around the world and an assertion that the
partnerships advocated by China should form the basis of interstate relations. As indicated in Xi
Jinping’s speech at the 19" CCP National Congress, China seeks to “strengthen friendship and
cooperation with other countries on the basis of the Five Principles of Peaceful Coexistence, and to

forge a new form of international relations featuring mutual respect, fairness, justice and win-win

3 TR A P EASERSET P RBURR EFSIN PRERASPIC L FEEEHIE | ARRM., 2020 4
10 A 30 H (http://politics.people.com.cn/n1/2020/1030/c1001-31911623.html),

b T ERESZERIIE 2020 FEFRZEMA L TAE] PENRILEMENZE HP, 2021 £ 1 A 2 H
(https://www.fmprc.gov.cn/web/wijbzhd/t1844078.shtml) .

S Tt NEA P EASERSET (P RBGAREFSIN PRERASPICSLFEEEHRIE | ARRM., 2020 4
10 A 30 H (http://politics.people.com.cn/n1/2020/1030/c1001-31911623.html),

o [rpdkt/Umfiheafemz () TARBE®R] 2015 4 10 A 30 H,

7K B THIEEGEFEME T L A ERE ] R M EE AN Bl 2020 £ 8 H 6 H.
(https://www.kazankai.org/politics list.php?no=0),

&[SIV : B i@ a2 SRR ERE k2 & ERMA ——7E R E L =55 R e E R«
R EWRE | pag A RAAEF e NREUF HP, 2017 4 10 H 27 H. (http://Www.gov.cn/zhuanti/ZO17—
10/27/content 5234876.htm)
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cooperation,” and to “build a community with a shared future for mankind.”® China aims to make its
own voice and the voices of other developing countries heard in the unjust governance bodies of the
existing Western-centric international system. From this, it can be inferred that China perceives the

current international order as being in a period of change, and is actively trying to steer that change.

What is the status of the Middle East region in Chinese diplomacy within this context? In summary,
China’s relationship with the Middle East region is, as far as China is concerned, not an important one
between great powers, but neither is it one of interest-related peripheral diplomacy. Additionally,
China does not consider this relationship as fundamentally affecting its core interests. In that sense,
the Middle East region occupies a position of relatively low importance within Chinese diplomacy
when compared to its relations with the US, Japan, and other East Asian countries. However, as the
author discusses in detail below, the Middle East region is important to China in terms of its
continuous economic development and the systemic reform of the international order. It is
considering these motives that China is expanding its economic cooperation with the Middle East

region and strengthening its military involvement in certain areas in this region.

2. China and the Middle East: Connected by Detached Mutual Support

There are several noteworthy specific characteristics about Chinese diplomacy in the Middle East
region. One of these is the mutual regime support based on the Five Principles of Peaceful
Coexistence (China’s diplomatic principles). The Five Principles of Peaceful Coexistence are as follows:
mutual respect for sovereignty and territorial integrity, mutual non-aggression, non-interference in
each other’s internal affairs, equality and mutual benefit, and peaceful coexistence. These principles
remain important in present-day Chinese diplomacy, particularly with regard to China’s relations with
developing countries. The two most important principles concerning the Middle East region are
mutual respect for sovereignty and territorial integrity and non-interference in each other’s internal

affairs.

The Middle East region is home to numerous nations governed by authoritarian regimes that face
complex domestic ethnic and religious issues. These nations have not established adequate domestic
governance. These are issues that are open to criticism and interference from Western countries.
Contrastingly, China seeks to minimize conflict and increase cooperation with Middle Eastern nations
by turning a blind eye to these issues. In exchange for this detached support, China asks Middle
Eastern countries to respect and support China’s position when it comes to its core interests
(sovereignty and governance matters concerning Hong Kong, Tibet, the Uighurs, and Taiwan, and its

o THEESMEFEXRAATEN | fEARLEMENLZH #p, 2002 £ 112 A 7 H.
(http://www.fmprc.gov.cn/web/ziliao 674904/wijs 674919/2159 674923/t8987.shtml).
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maritime rights and interests).°

Second, from the perspective of non-interference in the domestic affairs of others, China levels
increasingly severe criticism at Western countries’ attempts at regime change and their demands for
other countries to adopt universal humanitarian values, while tending to support improvements to
the governance capacity of Middle Eastern countries no matter their regime type. For instance, during
the Arab Spring of 2011, the Chinese government called for the lawful demands for reform by the
people to be respected, while also expressing a basic stance of opposition to interference by outside
forces and support for peaceful resolution, as well as cautioning against intervention by external
forces and armed rebellion by domestic rebels. ' Underlying this stance was the widely held
perception in China that the turmoil wrought by the Arab Spring was fundamentally the result of
attempts to import Western models in the countries in the Middle East and the interference of
Western powers in these countries’ domestic affairs.'> On the basis of this perception, China appeals
for governments across the Middle East to join in unison against terrorism, and positions its support
for governance actions such as the maintenance of public order through anti-terrorism measures as
an important area of cooperation. A good example of this is the Chinese government’s commitment
to investing $300 million in law enforcement and support for police agency training in countries in
the Middle East.!3

Third, China seeks to maintain maximum possible neutrality regarding complex political issues in the
Middle East region.'* By maintaining a certain distance with respect to ethnic, religious, and
territorial issues in the Middle East region, China has adopted a cautious strategy to avoid
entanglement in regional conflicts while still pursuing its own national interests.'> In other words,
from the perspective of national interest, it is important for China to gain basic support for its core
interests from countries in the Middle East, while also maintaining detached relationships that do not
entangle China in complex conflicts and confrontations in the Middle East region. Thus, China keeps
its hands free by developing partnerships that can be flexibly utilized instead of alliances that create

mutual obligations, and also seeks to develop stable relationships across the region as a whole by

o [ A E XA E R B SCE] BN, 2016 £ 1 H 13 H  (http://news.xinhuanet.com/2016-
01/13/c 1117766388.htm),

U ifE B [ S b RS FISIE a7+ AR T 2868 9R — TP A /RS In R Ae S ) (I AR HiR K 2014 4F)
137

2SR [HRESG R %R THREES R (1978-2018) 1 (RESFMASCRkHIAREE. 2020 4) 233,237 T,

B [ RS AEE ] T—F— B @gRERS (2019) ] GESRHASCHEkHRRRE. 2019
) 136 T,

U FIER [hEohRE— [—F—i ] f8ics T 285 o] Mhipige] (2017 4EEE. Volil) 67-82
H

o0

15 Andrew Scobell & Alireza Nader, China in the Middle East: The Wary Dragon, RAND corporation, 2016, p. 2.
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utilizing the multilateral dialogue frameworks shown in the table below.

Table: Dialogue Frameworks between China and Middle Eastern Countries®®

Name Year of commencement Details
China-Arab States Cooperation Forum 2004 EAnnual meeting held between ministers, senior officials, and private sector
China-GCC Strategic Dialogue | 1990 | {A strategic dialogue held at director level since 2010
China-Arab States Expo 2010 [Hedannuallyin Yinchuan, China

Fourth, China appears to expect countries in the Middle East to support China’s proposed discourse
of international governance reform and expansion of international standards. China’s Arab Policy
Paper, released in 2016, states that “Arab states are China’s important partners in following the
peaceful development path, strengthening unity and cooperation among developing countries, and
establishing a new type of international relations with win-win cooperation at its core.” '’ Few
countries in the Middle East have adopted parliamentary democracy, and the dislike toward the US
in this region makes it ripe for the expansion of Chinese influence. From this perspective, the Middle

East is an important region in terms of strengthening China’s “discourse power (i%i&40) ” The source

of “discourse power” is the structural control of discourse spaces trough the expansion of Chinese-
led international norms and standards. For example, when exporting governance infrastructure to
support authoritarian regimes in the Middle East, China is also internationally spreading the
“discourse power” of the “Chinese model” in state governance. The Belt and Road Initiative is
arguably one element of this practice; it promotes the export of Chinese-made information
technology infrastructure to the Middle East region as part of the strengthening of economic relations.

3. Financial Involvement in the Middle East

China has no hesitation about increasing its influence as an economic actor in the Middle East region
while retaining a cautious approach to any activity as a political actor in order to avoid entanglement
in regional conflicts. Behind this stance is China’s perception that political problems in the Middle
East can be solved by economic development. In a speech to the League of Arab States in January

2016, Xi Jinping said that “the key to overcoming difficulties is to accelerate development. Turmoil in

16 prepared by the author with reference to BB T —/—B&” 5 5 N HBT X R IHT AR | THRRLIX R EHR 2 (2015-
2016)] (WFfiHifitl, 2016 47) 88-95 T,
v [ ep E XS AR E R BRSO #2016 451 H.,

10



the Middle East stems from the lack of development, and the ultimate solution will depend on
development.”!® This is underpinned by the logic that supporting economic development in the
Middle East will bolster stability across the region, and consequentially protect China’s interests in
the Middle East. This idea is fundamentally connected to the Chinese leadership’s logic that “a
community with a shared future for mankind” will be built by prioritizing economic development over
dispute resolution by force, and by constructing shared interests and reciprocal relationships across

the region.

China’s interests in the Middle East region are first and foremost concerned with oil resources. China
will continue to need to satisfy its domestic energy demands for its continuous economic
development, and a stable supply of crude oil from the Middle East region—which provides the
majority of China’s crude oil imports—is growing increasingly important. China has grown increasingly
reliant on the global oil market since becoming a net importer of crude oil in 1993. In 2019, China
produced 190 million tons of crude oil domestically and imported 500 million tons of crude oil, raising
its dependency on foreign crude oil to 70.8%.° This external dependency on crude oil will only grow
greater as time progresses. Crude oil imports from the Middle East region accounted for 50.7% of
China’s total crude oil imports in 2015. A stable supply of crude oil from the Middle East is essential
to China’s economic activity.?°

However, China also has plans to diversify its economic relations with the Middle East region. For
example, Xi Jinping presented the “1+2+3” economic and trade cooperation pattern at the China-
Arab States Cooperation Forum in 2014. This is an outlook for economic trade relations based on (1)
focus on energy cooperation, (2) dovetailing of infrastructure construction and trade and investment
cooperation, and (3) breakthroughs in the three major new areas of nuclear energy, space satellites,
and new energy. This gives an indication of the specific business direction of the Belt and Road
Initiative in the Middle East region.?! This plan signifies support for the diversification of industry in
the Middle East region and the diversification of trade relations that have been previously predicated
on crude oil. Specifically, oil-producing countries like the Gulf States are becoming increasingly
valuable markets for China.

Further, the Digital Silk Road—a component of the Belt and Road Initiative—is also being promoted
in the Middle East region. For China to push forward with the international standardization of Chinese

18 SRR [HEREFeI il RISEF AR ] AR, 2016 £ 1 H 22 H,

© [ 2019 4 3 E M b XK AF K 70.8% ) b E A g BT B b0 . 2020 £ 3 A 31 H
(http://news.cnpc.com.cn/system/2020/03/31/001769303.shtml)

20 BXNIAR [ rp b R R B G- bR re A (RS (2016) ) TR E-FHAMAERER RERE (2016)] (fhaFlE
SCHRHERREE . 2016 47) 14 TL,

2 [ShEFHE W EEISIZS 6 MMKRSWIFFHAF R RELIE] Dirtktt] 2004 6 A 5 H
(http://news.xinhuanet.com/politics/2014-06/05/c 1111002498.htm),
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standards as part of its plans to strengthen its “discourse power,” it needs to swiftly move ahead with
the implementation of technology and infrastructure both in China and abroad to build international
credibility regarding Chinese standards. It is this perception that underlies the Chinese government’s
drive to expand the development of information technology infrastructure overseas. Since 2017,
China has been carrying out a Digital Economic International Cooperation Initiative to advocate for
international cooperation with respect to information infrastructure, digitization, e-commerce, and
international standardization, and various countries in the Middle East including Saudi Arabia, UAE,
and Turkey have participated in this initiative.?> Given the high number of authoritarian regimes in
the Middle East, one might take the view that there are grounds for such countries to associate with
Chinese information and communications infrastructure like the BeiDou Navigation Satellite System

in order to avoid interference from Western countries.?3

4. Military Involvement in the Middle East

Chinese overseas military involvement has also attracted attention in recent years, with reports in the
media detailing large-scale escort missions by the Chinese People’s Liberation Army (PLA) during the
2011 Libyan Civil War and the 2015 Yemeni Civil War, and the opening of the Chinese navy’s first
overseas military base in Djibouti in 2017.

The principal underlying reason for China’s increasing overseas military involvement is a sense of crisis
that turmoil in the Middle East will threaten China’s interests, even while it continues to expand these
interests as it deepens its economic involvement in the region. Specifically, the Chinese navy’s escort
operations for overseas Chinese during the 2011 Libyan Civil War and the 2015 Yemeni Civil War
keenly impressed upon China’s leadership the need for public security capability in the Middle East.
For China to secure its overseas interests, it is important for China to not only have political and
economic relations with countries in the Middle East but also to prevent the occurrence of situations
that might threaten its interests. Additionally, it is important for China to maintain a permanent
military presence in the Middle East to deal with the occurrence of similar situations. For these
reasons, some voices in China are calling for the country to increase its military involvement by
”24

“providing China’s unique international public good to create stability in the Middle East region.

This includes strengthening its overseas military presence and the long-range power projection

2 [(—H B AT ERAFEIN) &) hERMEZLHE B LRR AR NE HP, 2018 £ 5 H 11 H
(http://www.cac.gov.cn/2018-05/11/c 1122775756.htm),

2 phER [ EEF TR SR SRR R RTR ) ThARMIXRERSE (2015-2016) ] (A= HiACHE.
2016 4F) 52-53 T,

24 I R BA THE 2R MR — T — BR IENR I BUA R & 4 WU BG S R X | 1) Hp B - VBRI 32 4 [ b R IX &R B 3R 75 (2017-
2018) ] (HFENRHRRE:, 2018 4F). 15 T,
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capability of its navy, strengthening the construction of supply bases along the Belt and Road route,
bolstering China’s protection of its overseas interests, and strengthening its capabilities to fulfill its
international responsibilities. China is gradually expanding the scope of its previously limited military
involvement due to the vulnerability of the Middle East region and China’s growing economic

interests in this region.

However, China tends to avoid providing conspicuous arms exports and/or directly intervening in
conflicts in the Middle East in order to avoid being entangled in regional conflicts. According to the
estimates by the Stockholm International Peace Research Institute (SIPRI), Chinese arms exports to
the Middle East as a whole have remained muted; China came 15% in a ranking of arms exporters to
the Middle East between 2012 and 2016.%°

China’s military presence in the Middle East is observed through PLA military diplomacy. Military
diplomacy uses PLA military cooperation to assist Chinese diplomacy, and has become an important
policy tool for China in avoiding being entangled in conflicts in the Middle East.?® China’s Arab Policy
Paperincludes the following on military cooperation in the Middle East: “We will strengthen exchange
of visits of military officials, expand military personnel exchange, deepen cooperation on weapons,
equipment, and various specialized technologies, and carry out joint military exercises. We will
continue to support the development of national defense and military forces of Arab States to

maintain peace and security of the region.”?”

A typical example of Chinese military diplomacy is Chinese navy port calls. Chinese navy port calls in
the Middle East first became operational in December 2008 with the deployment of Chinese navy
vessels to combat piracy off the coast of Somalia and the Gulf of Aden. The anti-piracy mission
comprised a 4-month long-term deployment of two combat ships and one supply ship with total
manpower of around 600—-800 people. China’s aim of this mission was to protect important sea lanes.
The mission also served as a training and exercise opportunity to help improve the capabilities of the
Chinese navy’s open sea operations. China’s naval presence in the Middle East was made permanent
with the opening of the Chinese PLA Support Base in Djibouti in August 2017; since then, China has
expanded the scope of its military diplomacy through activities that go beyond friendly port calls to

include joint military exercises.

China is also ramping up exports of civil and military drones (such as the Wing-Loong Il and the CH-4)
to Gulf States including Saudi Arabia, Irag, UAE, Egypt, Jordan, and Qatar.?®8 The Wing-Loong Il is a

versatile reconnaissance/attack unmanned aerial vehicle (UAV) capable of long-term flight, whereas

25 S|PRI Arms Transfers Database (http://www.sipri.org/databases/armstransfers/sources-and-methods/) .
% [hEARBRERE] (ZFERAHEME. 2011 ), 1063 T,

7[R E X PR A E SRR S| THTEr:] 2016 4 1 A 13 H,
28 “Saudi Arabia buys high-tech China drones,” Arab News, September 1, 2016
(http://www.arabnews.com/node/978446/saudi-arabia).
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the CH-4 can carry short-range laser-guided bombs (LGBs) and precision-guided small diameter
bombs (SDBs), making them both suitable for use in armed conflict.?® Reports have suggested that
drones from China are being used in actual combat in Saudi Arabia, UAE, and Iraq.3° China is currently
working on the military uses of UAVs and Al to prepare for future wars in the form of “intelligentized
warfare.” Consequently, the use of Chinese-made UAVs in combat might serve as educational

materials for the PLA.3!

Conclusion

China’s leadership perceives the present as an important period of change in the international order,
and is seeking to expand China’s international influence to correct unjust elements of the
international system that formed under US hegemony. When it comes to regional order in the Middle
East, the question is whether China will be able to take the place of the US as the latter’s influence

diminishes in the Middle East region.

While the US has spent 2020 looking inwards, embattled by the COVID-19 pandemic, China has
continued to develop its diplomatic relations across the Middle East region. In November 2020, a
ministerial videoconference was held between China and the GCC countries to discuss cooperation
over COVID-19 vaccines and deadlocked free trade negotiations.3? China also took part in a
ministerial videoconference with major European companies to discuss the Iran nuclear issue without
the presence of any US representatives.33 China’s relative presence in the Middle East will surely
grow as the US continues to withdraw from the Middle East in the future.

This does not indicate that a US—China conflict will take place in the Middle East. Although bilateral
relations between the US and China are deteriorating in various areas, the Middle East does not
present many issues that can cause a fundamental conflict between these countries. In fact, they
have a relationship of cooperation over aspects such as the stabilization of regional order, the
strengthening of public order management, and support for anti-terrorism measures.3* While it is

expected that China will continue to gradually expand its military involvement in the Middle East,

29 [ARMEHEHAZER] 2017 £ 3 H 1 H (http://j.people.com.cn/n3/2017/0301/c95952-9184131.html)

30 Sebastien Roblin, “Chinese drones are going to war all over the Middle East and Africa,” National Interest, September
29, 2019.

BONFIER [ ANRMBEO B S| TR2REERIIE] 5 1 &% 2 5. 2020 4, 1534 H
(http://www.nids.mod.go.jp/publication/security/pdf/2020/10/202010 02.pdf),

2 [ERHEPE-#BEBRRAMEIW] pEARLMENLE HPL 2020 4 11 A 19 H
(https://www.fmprc.gov.cn/web/wibzhd/t1830696.shtml) ,

3 [ EZmb AR D) B Y A 35K | AR WL 2020 4E 12 A 22 H (http://world.people.com.cn/n1/2020/1222/c1002-

31974177.html)

34 Jon B. Alterman, “China, the United States, and the Middle East,” The Red Star & the Crescent: China and the Middle
East (C. Hurst & Co.: London, 2018), p. 38, 44.
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there are no current signs of significant deviation from activities such as sea lane defense and public
order cooperation. The nature of China’s military presence in the Middle East is unlike that of the US
in that it manifests as “soft military involvement,” and it may be possible for the two countries to
coexist in the Middle East.?®

As long as no conflict arises between US and Chinese interests in the Middle East, it may be possible
for China to continue to cooperate with the US over military and security issues in the region. China’s
government-affiliated media have expressed optimism following the inauguration of the Biden
administration, indicating that while the Iran nuclear issue remains a pressing issue, there have been

positive diplomatic movements that will help to ease tensions in the Middle East.3®

In truth, many of the interests China has identified in the Middle East are shared by Japan. Thus,
various measures instituted by China to create stability in the Middle East, such as sea lane defense
and anti-terrorism measures, fundamentally align with Japan’s interests. However, greater
understanding is needed regarding the various risks associated with the implementation of the Belt
and Road Initiative. Examples of such risks include infrastructure projects that have the potential to
harm the fiscal strength and human rights provision of countries in the Middle East, port construction
projects that will bolster China’s military presence in the region even further, exports of civil and
military weapons that could destabilize the Middle East, and exports of information infrastructure

and public security systems to the Middle East that can oppress civil society.

Additionally, China’s influence over the discourse in the Middle East concerning maritime issues and
Taiwan is growing gradually. The expansion of China’s discourse concerning these issues affects
Japanese interests. From this perspective, diplomatic efforts will be needed to encourage a balanced
understanding of the East Asian situation in the Middle East.

3 IMEN [EH IR E PR FZEES A THARAZF5B0R] (2014 455 8 ) 4-29 TT,
% [2021 FEEPRERFINE | PRBBMIHEKRE ] MFRER] 2021 £ 1 A 12 A (http://www.81.cn/yw/2021-
01/12/content 9966504.htm) .
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2. China-Gulf Monarchies Relations in the 2020s: Visions and Challenges

Jonathan Fulton

China begins the 2020s as an important power in the Gulf region?, with deep and multifaceted
relations with each of the eight regional states (Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia,
and the United Arab Emirates [UAE]). While this has been the case in economic terms throughout
much of the 21 Century, its influence in political, security, and cultural matters has also been on the
rise.  While it may have been possible to describe China’s Gulf interests with an oil-for-trade
narrative ten years ago?, the transition to a fuller set of relations has long been underway, and the
process has intensified with the 2013 introduction of the Belt and Road Initiative (BRI).

This is remarkable given the relative speed with which China has moved beyond an extra-regional
power of marginal influence in the Gulf. The late 20th Century was a period of consolidation, slowly
developing relations with the Gulf monarchies® between 1971 (Kuwait) and 1990 (Saudi Arabia).*

The first two decades of the 21 Century have witnessed a significant upswing.

In the 2000s trade — especially energy trade — drove relations and political coordination. At the
same time, relations between the Gulf monarchies and the United States, their most important extra-
regional partner, were especially tense given the disastrous invasion and occupation of Iraq, which
the monarchies opposed. As a result, outreach to China became more frequent and its regional role
began to develop, with a security agreement signed between Beijing and Riyadh during a 2006 state
visit from President Hu lJintao. Relations have further developed through two multilateral
mechanisms. The first is the China Arab States Cooperation Forum (CASCF), a multilateral platform
established in 2004 to strengthen ties between China and the 22 member states of the Arab League.
The other is the China - GCC Strategic Dialogue, which was created in 2010.

During the 2010s, deeper ties have been the result of ongoing and intensifying Gulf concerns about
the future of U.S. commitments to the region, combined with a more muscular Chinese foreign policy
under President Xi linping. A series of decisions in Washington have contributed to a fear of
abandonment in the Gulf: the casual demise of American support for the Hosni Mubarak regime in

Egypt during the Arab uprisings, the announcement of the pivot or rebalance to Asia, an inconsistent

1 Both the Persian Gulf and Arabian Gulf are contested names, so this paper will instead refer to the region as the Gulf.

2 N. Janardhan, “China, India, and the Persian Gulf” in Mehran Kamrava (ed.) International Politics of the Persian Gulf
(Syracuse: Syracuse University Press, 2011), 207-233.

3 Prior to the the 2017 conflict within the Gulf Cooperation Council (GCC), the “GCC countries” was a useful shorthand to
describe the six Gulf monarchies (Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the UAE) collectively, although there
was always significant variation across them. With the 2017 rupture this shorthand seems less useful. This paper will
therefore refer to them as the Gulf monarchies throughout.

4 For an overview of this period, see Jonathan Fulton, China’s Relations with the Gulf Monarchies (London: Routledge,
2019).
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Syrian policy, and the lack of a GCC role in negotiating the Joint Comprehensive Plan of Action (JCPOA)
with Iran all angered leaders in the monarchies during President Obama’s administration. Under
President Trump they enjoyed more support but a lack of a coherent regional policy from his
administration also was a source of concern. His calls for a total troop withdrawal from Syria and
Afghanistan signaled an intention to reduce America’s Middle East presence, and his attempt to
establish the Middle East Strategic Alliance was perceived as another move towards a reduced MENA
role. Pulling out of the JCPOA satisfied several Gulf leaders, but the so-called “maximum pressure”
campaign lacked any kind of strategy for dealing with Iran other than trying to force an unlikely regime
collapse. The Iranian response targeted the interests of America’s Gulf partners, including tanker
attacks in the UAE port of Fujairah and in the Gulf of Oman, as well as the spectacular 2019 drone
attack on Saudi Aramco facilities in Abgaig and Khurais. While the U.S. condemned each attack,
there was no tangible response, further contributing to a concern about the long-term viability of the

U.S. security architecture in the Gulf.
Throughout this decade, Xi Jinping’s China has transitioned from the modest foreign policy that it had
followed since Deng Xiaoping rolled out the Reform Era in 1978. The #H¢5EM§ (tao guang yang

hui) or ‘hide and bide’ dictum called for Beijing to “keep a low profile” as a means of easing other
countries’ concerns of a rising China. During a 2013 meeting on China’s diplomacy with countries

on its periphery Xi introduced the phrase B&#$4 45 (fen fa you wei), or “be proactive in seeking

achievements”, as an updated foreign policy mantra. This was quickly recognized as a shorthand for
a more assertive Chinese foreign policy®, and became evident with the 2013 introduction of the BRI
as the organizing principle of China’s approach to developing relations with countries across Eurasia
and the Indian Ocean region. The geography of the BRI gave an increased strategic importance to
the Gulf region and the Arabian Peninsula, and relations have grown significantly as a result. The
2016 Arab Policy Paper articulated a Chinese approach to the Middle East for the first time, using the
1+2+3 Cooperation Pattern as a means of building a sustainable long-term presence.® Under this
framework, 1 represents energy, 2 is infrastructure construction and trade and investment, and 3 is
renewable energy, digital economy, and nuclear energy. As Chinese state-owned enterprises (SOEs)
and multinational companies won contracts across MENA, this framework has proven to be an
important indicator of China’s growing interests and influence. Another framework for cooperation
was announced in 2018 during a CASCF Ministers’ Meeting.  The “Industrial Park — Port
Interconnection, Two-Wheel and Two-Wing Approach” links Chinese investment in industrial parks

5 Yan Xuetong, “From Keeping a Low Profile to Striving for Achievement,” The Chinese Journal of International Politics
7(2) (2014), 153-184.

6 “Full Text of China’s Arab Policy Paper,” Xinhua, January 13, 2016. http://news.xinhuanet.com/english/china/2016-
01/13/c _135006619.htm
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and ports in the UAE, Oman, Saudi Arabia, as well as Djibouti and Egypt.” This establishes a physical
presence for Chinese companies in strategically important locations along the Arabian Peninsula’s
coastline, linking business clusters and supply chains from the Gulf to the Arabian, Red and

Mediterranean Seas.

As a result, the trajectory of China-GCC relations thus far appears impressive.  This corresponds with
the ambitions both sides have for future collaboration. Despite often grandiose expressions of
future cooperation, Chinese and Gulf leaders remain rather pragmatic in developing ties; nobody
projects China as a replacement for American power in the Gulf. Instead, it is seen as an important
complement to the Gulf monarchies’ increasingly diverse group of extra-regional power relationships,
albeit one with substantial economic and political power. At the same time both Gulf and Chinese
leaders are aware of the very real challenges to the continued growth in their relations — primarily
the response of the U.S, which has explicitly called for less cooperation with China from its MENA

allies and partners.

1. Visions

To understand the trajectory of China’s relations with the Gulf monarchies in the coming decade, it is
important to understand how each side perceives the other. This section begins with an analysis of
how China is perceived by Gulf actors, and then discusses how the Gulf monarchies are perceived in
China. When Gulf leaders consider China, they see an important extra-regional power with long-
term interests in the region, a major global economic power, and a source of support in their efforts
to diversify their economies. When China considers the Gulf monarchies it sees a major source of
energy, an important geo-strategic hub for the BRI, an important influence in global Islam, and a
source of contracts for its SOEs and MNCs.

The Gulf Monarchies Look at China

Partnerships with extra-regional powers has long been an important feature of the Gulf monarchies’
security and foreign policies. With Iran and Iraq in their immediate region, the monarchies face
larger and conventionally stronger states with competing regime types. To cope they adopted a
two-pronged approach: cooperation through the GCC (prior to 2017) and dependence on external
security relationships.  While the UAE and Saudi Arabia have pursued uncharacteristically

7 Embassy of the People’s Republic of China in the Republic of Malta, “Wang Yi: China and Arab States Should Jointly
Forge the Cooperation Layout Featuring ‘Industrial Park — Port Interconnection, Two-Wheel and Two-Wing Approach’”
July 10, 2018. http://mt.chineseembassy.org/eng/zyxwdt/t1576567.htm
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independent and assertive regional foreign policies since the Arab uprisings, partnerships with the
U.S. have been the central pillar of each monarchy’s defense policy since the end of the Cold War.
In the wake of the Iraqgi invasion of Kuwait, the U.S. signed defense cooperation agreements with
Kuwait, Bahrain, Qatar and the UAE, and it has had a facilities access agreement with Oman since
1980. These agreements have facilitated the construction of a GCC-centered Gulf status quo, with
U.S. troops and bases providing a deterrent against Iragi or Iranian aggression. The asymmetrical
nature of these relationships has contributed to a fear of abandonment among the Gulf monarchies,
whose leaders have to take seriously the threat of a diminished U.S. commitment. While troop
numbers have remained consistent and the U.S. continues to make robust arms sales to the
monarchies, regional leaders have been hearing the same message from presidential administrations
and congressional leaders from both parties: the U.S. is over-commited. As a result, the monarchies
have steadily been diversifying their extra-regional relationships.2  The UAE, for example, has signed
strategic partnership agreements with China, India, Japan, South Korea, Singapore, Russia, Germany,
and Greece in recent years. While none of the GCC countries believe that any combination of states
will provide the same type of security that the U.S. does, this diversification provides a small level of
security and substantial diplomatic support. Among these extra-regional partnerships, China
provides perhaps the greatest potential as a long-term hedge against U.S. reduction; the fact that
Washington perceives Beijing as its greatest competitor and has increasingly uses Cold War rhetoric
to describe their relationships means that a Gulf feint towards China will likely spur the U.S. to action
in support of the monarchies, if for no other reason than to limit possible Chinese gains. Beyond
the U.S. element, the fact that China has established partnership agreements with every Gulf state
except Bahrain and is the largest regional economic partner also makes it a major extra-regional
power. Its BRI and Arab Policy Paper articulate clear policy goals for regional actors, contributing to
a perception that China will continue to be an important long-term actor. And of course, the steady
growth of its political, economic, and military power has allowed it to transition from a regional power
with global interests into a global power. As such, it appears to offer a wider range of benefits than

any other extra-regional power other than the U.S.

Another important consideration is how China can support domestic agendas of the Gulf monarchies.
Each of them is intensely aware of the vulnerability of their rentier model; other than the UAE none
of the GCC states has made a significant move towards a post-energy economy. With a reliance
upon a single resource that is perceived to be in sharp decline, the political stability of the monarchies
depends on managing the transition to a post-oil economy. All have embarked upon ‘Vision’
development programs with the goal of building sustainable economies: Saudi Vision 2030, Abu
Dhabi Vision 2030, Qatar National Vision 2030, New Kuwait 2035, Bahrain’s Economic Vision 2030,
and Oman Vision 2040. A common feature in each program is using foreign direct investment and

contracting to support the development of indigenous industries. These programs dovetail with the

8 See Jonathan Fulton and Li-Chen Sim, External Powers and the Gulf Monarchies (London: Routledge 2019).
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five BRI cooperation priorities of policy coordination, facilities connectivity, unimpeded trade,
financial integration, and people-to-people bonds.? In each of the Gulf monarchies leaders have
emphasized the complementary nature of their ‘Vision’ programs and the BRI.  Saudi Arabia’s Crown
Prince Mohammed bin Salman, for example, described the BRI as “one of the main pillars of the Saudi
Vision 2030 which would seek to make China among the Kingdom’s biggest economic partners.”10
During the 2019 Belt and Road Forum in Beijing the UAE sent a delegation led by Prime Minister and
ruler of Dubai Sheikh Mohamed bin Rashid al Maktoum, who signed deals worth $3.4 billion with
Chinese firms investing in Dubai.'! In short, leaders in the Gulf monarchies see the BRI as a means

of pursuing their own domestic economic agendas.!?

Finally, another important consideration for leaders in the Gulf is the perception of China’s rise as a
global normative power. The fact that China claims the principle of non-interference in the domestic
affairs of other countries as one of its five principles of peaceful coexistence provides an important
ideological juxtaposition against U.S. democracy promotion. This is all the more powerful given the
perceived crisis of democracy as many Western democratic countries have faced significant domestic
political problems while China’s authoritarian government seems to be deftly navigating
development and economic challenges. This is attractive in authoritarian Gulf monarchies. That
China is seen as a rising power that will not impose political conditions on its partners is an important

consideration in understanding the expansion of Chinese influence.

The U.S. and China’s contrasting approaches to COVID-19, the greatest political and economic crisis
of our time, reinforces this last point. While the coronavirus broke out in China, the government
was able to adopt harsh measures to contain its spread throughout much of China (although clearly
not outside of China), and within a few short months was well on its way to economic recovery. The
U.S. on the other hand has politicized its response to the virus, further polarizing an already divided
country, and has been unable to manage the crisis. By the summer of 2020 China was offering
material and experiential support to the Gulf monarchies, building field hospitals in Kuwait and Dubai
and cooperating with Saudi Arabia and the UAE in their testing and tracing efforts. China’s
Sinopharm has been working with the UAE and Bahrain in its efforts to develop a vaccine, and CanSino
Biologics has been trialing a vaccine in Saudi Arabia. In short, the China model is seen as more

capable in dealing with COVID-19, further increasing its importance among the Gulf monarchies.

% See National Development and Reform Commission, Ministry of Foreign Affairs, and Ministry of Commerce of the
People’s Republic of China. ‘Vision and actions on jointly building Silk Road Economic Belt and 21st-Century Maritime
Silk Road’, (2015), available at: http://en.ndrc.gov.cn/newsrelease/201503/t20150330 669367.html

10 “Fusing Vision 2030 with Belt Road Initiative,” Arab News, September 3,
2016, http://www.arabnews.com/node/979346/saudi-arabia.

11 “Sheikh Mohammed Announces $3.4bn Investment in Dubai Via China’s Belt and Road Initiative”, The National, April
29, 2019, https://www.thenationalnews.com/uae/government/sheikh-mohammed-announces-3-4bn-investment-in-
dubai-via-china-s-belt-and-road-initiative-1.854063

12 Jonathan Fulton, “Domestic Politics as Fuel for China’s Maritime Silk Road Initiative,” Journal of Contemporary China
29 (122) (2020), 175-190.
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China looks at the Gulf monarchies

China also sees a wide range of interests met through engagement with the Gulf monarchies. The
most obvious is a source of oil and liquified natural gas (LNG), both of which China imports in great
quantities. China became a net importer of oil in 1993 and since then the Gulf has come to play an
important role in its energy security. Despite China’s success in diversifying its oil suppliers, Gulf
exporters typically account for 40 — 50 percent of China’s oil imports, making the region an especially
important component of its energy security.’®> In 2018 the Gulf monarchies collectively sold nearly
$68 billion worth of oil to China.}* This has increased in the wake of U.S. sanctions against Iran,
which resulted in Beijing needing to find a replacement for seven percent of its oil imports and Saudi
Arabia picking up the slack.’®> Qatar’s role as a global LNG power also features in China’s energy
calculus. Between 2017 and 2023 Chinese LNG demand is projected to increase by 60 percent as it
tries to move towards cleaner energy. Qatar is expected to be China’s largest supplier by then,
accounting for a projected 28 percent of its LNG imports.'® In 2018 Chinese LNG imports from Qatar
were valued at $6.9 billion and were 14 percent of its total.!”  Taken together, this makes Gulf energy

a significant economic interest for China.

Geography is another consideration when Chinese leaders look to the Gulf monarchies. As
discussed above, the BRI must pass through the Middle East, and the monarchies represent the only
grouping of relatively stable states in the region. The BRI’s overland route, the Silk Road Economic
Belt, connects to Iran and Turkey, both Gulf rivals, but importantly neither country enjoys especially
strong relations with many of its MENA neighbors. Since the BRI is fundamentally a series of
projects designed to capitalize on regional and inter-regional connectivity, the relative isolation of
Iran and Turkey make them less useful BRI partners for the time being. The Maritime Silk Road
Initiative component of the BRI, on the other hand, is at a more developed stage, with the above-
mentioned “Industrial Park — Port Interconnectivity” project linking Arabian Peninsula port cities with
the PLAN Support Base in Djibouti and Egyptian ports connecting the Red Sea to the Mediterranean
via the Suez Canal.  The Gulf monarchies therefore offer substantially more to China in the way of

regional and inter-regional connectivity, making them important BRI partners.

Islam is another important consideration for China in its relations with the Gulf monarchies, for both
domestic and international reasons. Domestically, China faces significant pressures from its Muslim

minorities, especially the Uighurs in Xinjiang, where an estimated 1,000,000 Uighurs have been

13 International Trade Center, ‘China’, continuously updated, available at: https://www.intracen.org/country/china/

14 Chatham House, resourcetrade.earth, continuously updated, available at: https://resourcetrade.earth/

15 Natasha Turak, “Saudi Arabia is Dramatically Changing its Oil Exports to China and the US,” CNBC, August 15, 2019,
https://www.cnbc.com/2019/08/15/saudi-arabia-dramatically-changing-its-oil-exports-to-china-and-the-us.html

6 “China to Become Top Gas Importer in 2019 Boosted by LNG - IEA” Reuters, June 26, 2018
https://www.reuters.com/article/gas-iea/china-to-become-top-gas-importer-in-2019-boosted-by-Ing-iea-
idUSLIN1TR114

17 Chatham House, resourcetrade.earth, continuously updated, available at: https://resourcetrade.earth/
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detained in what the PRC describes as re-education camps and others describe as internment camps.
Facing strong international condemnation for its approach to political Islam, China has found unlikely
allies in the Gulf, where governments also see religious ideology as challenges to their governments.
When Saudi Crown Prince Mohammed bin Salman visited China in early 2019 and was asked about
Xinjiang, he reportedly stated that Saudi Arabia respects “China’s rights to take counterterrorism and
de-extremism measures to safeguard national security.”!® Shortly afterwards 36 Muslim-majority
countries, including all of the Gulf monarchies, signed a letter of support for China’s Xinjiang policy.
Beyond China’s domestic pressures associated with Islam, cooperation with the Gulf states is also
useful in developing the BRI.  Passing across several Muslim-majority countries, the BRI will be easier
to implement if it is perceived to be working with Islamic traditions. Islamic finance could therefore
be an interesting mechanism for increasing cooperation, and in this the UAE is especially useful.
Dubai is home to the world’s largest Islamic Sukuk hub with an infrastructure supported by Nasdaq
Dubai. Dubai has already cooperated with China on Islamic banking and finance, with an annual

China-UAE conference held at Hamdan Bin Mohammed Smart University.*®

Related to the Gulf ‘Vision” development programs, China also sees the Gulf monarchies as a major
source of international contracting for its SOEs and MNCs. Data from the American Enterprise
Institute’s China Global Investment Tracker shows $68.12 billion worth of investment and contracting
for Chinese firms operating in GCC countries between 2013 and 2019.2° Much of this has been
infrastructure construction as the monarchies continue their transition from sparsely populated,
largely rural countries to modern urbanized ones. Another factor is the rise in contracting as they
implement digital technologies, such as artificial intelligence, fintech, 5G networks, smart cities, and
digital commerce, all of which China has a competitive advantage. While infrastructure construction
may slow due to the COVID-19 adjustment, the continued march towards a digital economy will
continue and Chinese firms can expect to continue tendering lucrative contracts throughout the Gulf

monarchies.

2. Challenges

This does not mean to imply that China-Gulf relations do not face challenges. The most significant
is and will remain the U.S. As the most important partner for each of the monarchies, the U.S. is an
important consideration as they develop stronger ties with China. The deterioration of U.S. — China

relations appears to be a structural feature of international politics; the significant gap between their

18 “Chinese President Meets Saudi Crown Prince,” Xinhua, February 22, 2019, http://www.xinhuanet.com/english/2019-
02/22/c 137843268.htm

1% “The China-UAE Conference on lIslamic Banking and Finance,” Dubai Center for Islamic Banking and Finance,
https://www.dcibf.ae/content/china-uae-conference-islamic-banking-and-finance

20 China Global Investment Tracker, American Enterprise Institute, continually updated, https://www.aei.org/china-
global-investment-tracker/
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preferences for international political order and norms presents a major hurdle in maintaining a
cooperative relationship. Under the Trump administration the BRI has been countered with a more
muscular approach to the Indo-Pacific, with security cooperation between the Quad of Australia,
India, Japan and the U.S. in the early stages of balancing China in the Indian Ocean region.?! The
2017 U.S. National Security Strategy framed competition with China in binary terms, stating, “A
geopolitical competition between free and repressive visions of world order is taking place in the
Indo-Pacific region.”??  With this Cold War redux narrative, states with close ties to both the U.S. and
China will have to strike a delicate balance. For the Gulf monarchies, as with many other countries
across Eurasia and the Indian Ocean, there is little interest in becoming a theatre of great power
competition, and the approach thus far has been to diplomatically wait to see if a Biden

administration adopts a different approach to a China policy that is unlikely to fundamentally change.

Beyond U.S.-China competition, regional tensions in the Gulf region also pose a challenge. This also
can partly be attributed to a changing U.S. Gulf policy, as regional leaders respond to American
behavior. The ‘maximum pressure’ campaign against Iran has resulted in aggression from Tehran,
which threatens to destabilize an already shaky status quo. At the same time, it has resulted in some
Gulf monarchies actively reaching out to the Iranians in an attempt to lessen tensions. The Trump
administration’s response to the GCC crisis in 2017 has also contributed to a less stable region.
While the GCC has always been a less unitary organization than it appeared, U.S. leadership supported
an order that allowed them to work together. President Trump’s support for the isolation of Qatar
was contradicted by the Department of Defense and State Department, and within months the
president changed course as well. However, the lack of leadership and brief support for the conflict
resulted in a GCC split that more than three years later shows no sign of being resolved. A weakened
GCC combined with an even more isolated and aggressive Iran contribute to a Gulf regional order
that faces real potential for greater instability, which in turn could affect China’s substantial regional
interests and lead to a recalibration of its approach to the Gulf.

Another challenge is China’s difficult relationship with Islam. As described above, the Gulf
monarchies have thus far not condemned China’s actions in Xinjiang or publicly expressed concern.
However, it is seen as a potential wedge issue to affect China — MENA relations, and as China’s
relations with Western liberal democracies continues to deteriorate, it is likely that Xinjiang will
feature more significantly in their discussions about China with MENA interlocutors. It likely will not

strain Gulf relations with China, but it is an issue that is hard to avoid.

21 For a discussion of how these competing approaches to the Indo-Pacific may affect the Gulf region, see Jonathan Fulton,
“The Gulf Between the Indo-Pacific and the Belt and Road Initiative,” Rising Powers Quarterly, Vol. 3 No. 2 (2018), pp.
175-193.

22 2017, National Security Strategy of the United States: The White House, 2018, p. 45. https://www.whitehouse.gov/

wp-content/uploads/2017/12/NSS-Final-12-18-2017-0905.pdf.
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Conclusion

Taking stock of the visions and challenges in China-Gulf relations, the trajectory for the coming decade
appears to indicate a continuing expansion of Chinese interests and influences on the Arabian
Peninsula. There remain significant challenges and the potential for U.S.-China competition to play
out in the Gulf should not be minimized. However, the Gulf monarchies are skilled at navigating
competition between extra-regional powers and they will likely find several opportunities to advance
their own interests as Washington and Beijing struggle for influence. The most significant challenge
for the Gulf monarchies will be to maintain this balance in such a way that does not result in the Gulf
becoming a theatre of great power competition.
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3. A~— Vv OMBEKESRD = b T HIBFENRE—FE OB L BE O REORET
Oman: Fiscal Crisis and its Geopolitical Challenges

YaHk T (HORINUKI Koji)

Summary

This paper examines the issues surrounding Oman’s stability and autonomy, a critical geopolitical
center in the Middle East. The Sultanate of Oman has long enjoyed steady development since its
establishment under Sultan Qaboos bin Said (reigned 1970-2020). Although Oman is a Gulf
Cooperation Council (GCC) member, a security cooperation organization for the Gulf region, it

maintained a relatively neutral stance in its foreign and security policies.

However, Oman is currently facing severe financial difficulties, raising concerns about its political and
economic stability. Although Oman produces oil and natural gas, its reserves and production are small
compared to neighboring countries: the proven oil reserves will deplete in 15 years. Furthermore, the
long-term slump in oil prices since 2014 and the effects of the COVID-19 disaster brought Oman’s
finances closer to the brink of crisis every year. On the one hand, external debt continued to rise; on
the other hand, its sovereign rating was continually downgraded, creating financing problems.

Consequently, Oman has no other choice but to rely on borrowing from outside the country. In
addition to issuing government bonds, Oman has two significant sources of aid: China and the GCC
countries. Based on the One Belt, One Road Initiative, China’s Xi Jinping is working to develop the
“Silk Road Economic Belt,” which runs from Central Asia to the Middle East and Europe, and the “21st
Century Maritime Silk Road Initiative,” which runs from Southeast Asia to South Asia, the Middle East,
Africa, and Europe. Oman is geographically part of the Silk Road of the Sea, and Chinese investment
in Oman has been accelerating. The second source is the GCC and its member states. When the Arab
Spring occurred in 2011, Oman received $10 billion in aid from the GCC to deal with the people’s
demands. Since then, Oman also received financial and development assistance and direct

investment from individual GCC countries.

At first glance, the international community is more wary of China’s support for Oman than that from
the GCC. Because China’s economic and development assistance gained a negative reputation among
some Asian and African countries as “debt-trap diplomacy,” given this context, China’s proximity to
Oman is understandably alarming, and many commentators expressed concern about China’s
growing influence. However, while the fears of China’s influence are understandable, the diplomatic
and economic penetration of the GCC states, especially its neighbors, the UAE and Saudi Arabia, is
more likely to affect Oman’s diplomatic autonomy than distant China.
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Oman is an important country for the stability of the Middle East. Therefore, Oman’s financial
problems and the decline in its diplomatic autonomy are likely to harm regional affairs. It is crucial
for the international community, including Japan, to strengthen its support for Oman. Likewise, rather
than viewing China’s approach to Oman as a threat, it is better to cooperate with China to support

Oman to contribute to regional stability in the Middle East overall.
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4. Making Sense of the China-Turkey Rapprochement: Current Status

KAKIZAKI Masaki

Introduction

On December 4, 2020, Turkey’s first long-distance freight train headed for China set out from
Kazlicesme Station on the European side of Istanbul. The train travelled through Georgia, Azerbaijan,
and Kazakhstan, arriving at its final destination, X’ian, China, on December 19. According to Turkey’s
Minister of Infrastructure and Transport, this new freight line connecting Turkey and China for 8,693
km overland along the Silk Road, shortened the time for freight transport between the two countries
from 45 days to just 12.1

As this news demonstrates, the relations between Turkey and China have been strengthening in
recent years, particularly in the fields of economy and trade. The first part of this report outlines
recent developments in the economic and political relations between Turkey and China, and the
second part considers why each country is intent on strengthening relations. The third part discusses
China’s Uyghur problem, the one potential issue that could interfere with the development of this
relationship.

1. China-Turkey Rapprochement

For some time now, Turkey has been modifying its traditionally Western-focused foreign policy in
favor of one that is more eastward-oriented. The Justice and Development Party (AKP) administration
that came to power in 2002 pursued the so-called “zero problem diplomacy” until around 2009,
working to improve its relations with neighboring countries. The political stability during the AKP era
resulted in continuous growth of the Turkish economy, and Turkey became the largest emerging
economy in the Middle East and North Africa. Consequently, Turkey’s reputation grew in the West.
However, since then, Turkey’s relationships with Europe and the United States have gradually cooled.
In particular, the gulf between Turkey and the U.S. has widened over the propriety of economic
sanctions against Iran, the Syrian civil war, and Turkey’s purchase of the Russian-made S-400 missile
system. Relations with Europe have also deteriorated, with the possibility of EU membership
becoming ever more distant, as it becomes apparent Turkey is drifting away from democracy. The
Erdogan administration’s use of the state of emergency in response to the attempted coup d’état in

July 2016 to consolidate its power further contributed to widen the rift between Turkey and the West.

1 “First Turkey-China Freight Train Reaches its Destination in Historic Trip,” TRT World, December 20, 2020.
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Amid this deterioration in its relations with the West, Turkey has been trying to diversify its foreign
policy. In recent times, Turkey has focused on strengthening its tie with China. October 2010
witnessed a boost in Turkey-China relations, as Wen Jiabao, the first Chinese prime minister to visit
Turkey in eight years, struck an agreement with the then-Prime Minister Erdogan to upgrade their
relationship to a “strategic partnership.”? In addition, the two governments agreed not only to
expand bilateral trade, but also to promote the de-dollarization of economic transactions between

the two countries by increasing bilateral trade in their own currencies.

Subsequently, economic relations between Turkey and China gradually strengthened. In February
2012, then-Vice President Xi Jinping visited Istanbul, interested in opening talks regarding Turkey’s
progress in its plans to build another nuclear power plant.> Two months later, Erdogan made an
official visit to China—the first for a Turkish prime minister in 27 years—during which the countries
sighed a nuclear cooperation agreement.* In June of the same year, Turkey was accepted as a
“dialogue partner” in the Shanghai Cooperation Organization consisting of Russia, China, India,
Pakistan, and four Central Asian countries. In addition, in 2015, Turkey decided to join the Asian
Infrastructure Investment Bank (AlIB), a Chinese-led initiative, as a founding member.

Nevertheless, looking at actual trade volume, the amount of trade between Turkey and China did not
grow as much as the Turkish government had hoped (Fig. 1). At the Turkey-China summit meeting in
October 2010, the goal was set to raise the volume of bilateral trade to $50 billion in 2015 and $100
billion in 2020; however, in 2019, it was merely $21.07 billion, far short of the target. In addition, the
trading relationship has been overwhelmingly skewed in China’s favor. In 2019, Turkey exported $2.58
billion of goods to China and imported $18.49 billion, around seven times as much. Although the
Turkish government has been trying to increase exports to China, these peaked in 2013, and they
have been sluggish ever since, between $2.5 and $3.0 billion. Turkey’s main export destinations are
predominantly made of EU countries, such as Germany and the UK, the United States, and
neighboring Irag. China’s share of Turkey’s exports remains small. Recent reductions in imports from
China are due to reduced demand stemming from a slump in the Turkish economy. The Turkish
government is seeking to correct this trade imbalance®; however, currently, there is no fundamental

strategy for a resolution.

"

2 Selcuk Golokuk and Tulay Karadeniz, “Turkey and China Eye More Trade in ‘Strategic Partnership’,” Reuters, October 9,
2010.

3 “Turkey Starts Nuclear Talk with China,” Hiirriyet Daily News, February 23, 2012.

4 “Turkey and China Sign Agreement for Peaceful Use of Nuclear Energy,” Anadolu Agency, April 9, 2012.

5 Tuba Sahin, “Turkey Eyes Sustainable, Balanced Trade with China,” Anadolu Agency, December 6, 2020.
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Figure 1. Turkey’s trade with China ($100 millions)
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Despite declining trade between the two countries over the past few years, there have been high-
profile investments of Chinese capital into Turkey. In particular, Chinese companies have made major
moves into the Turkish telecommunications and e-commerce industries. In 2016, ZTE, a Chinese
telecommunications giant, became the largest shareholder in Netas, a major player in the same
industry in Turkey, with an investment of $100 million.® Then, in 2018, China’s Alibaba acquired a
majority stake in Trendyol, one of Turkey’s largest ecommerce companies for $750 million.” In
addition, Huawei, a major Chinese telecommunications equipment manufacturer, is cooperating with
the Turkish telecommunications and mobile telecommunication giants Tirk Telecom and Tirkcell in

building a network that will use the next-generation “5G” global wireless standard?.

Next, let us examine the flow of Chinese capital into Turkish infrastructure. First, in September 2015,
China Ocean Shipping (Group) Company (COSCO), the largest shipping company in China, China
Merchants Holdings International, a major state-owned port company, and China Investment Co., Ltd.

6 “ZTE Buys 48 pct Netas for $101 Min, Eyes Expansion in Turkey,” Reuters, December 6, 2016.

7 Dan Primack, “Scoop: Alibaba Paid $750 Million for Turkish Startup Trendyol,” Axios, August 14, 2018.

8 “Tiirk Telekom ve Huawei’den Is Birligi,” Anadolu Ajansi, March 2, 2017; “Turkcell ve Huawei 5G’li Akilli Sehirler icin imza
Att1,” Hiirriyet, October 23, 2018
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(CIC), China’s state-owned fund, formed a consortium to acquire Kumport, which operates a cargo
terminal at the Ambarli Port Complex, on the outskirts of Istanbul®. The terminal is Turkey’s third
largest in cargo volume and is a gateway for maritime trade between Europe and Asia. COSCO also
increased its involvement in the Port of Piraeus, the largest port in neighboring Greece. In 2019,
China’s state-owned Shanghai Electric Power Company announced that it would invest $1.7 billion in
Adana in southern Turkey to build a coal-fired power plant and a terminal for the export of coal. This
is China’s largest direct investment in Turkey.'® In January 2020, Turkish authorities approved the sale
of the company that operates the Yavuz Sultan Selim Bridge, the “Third Bosphorus Bridge” over the
Bosphorus Strait to a Chinese consortium.'* Thus, most of China’s investment in Turkey has been
concentrated in the telecommunications, transportation, and energy sectors, which clearly, are

moves linked to China’s “Belt and Road Initiative,” which will be discussed later.

In addition to rapprochement through trade and economic investment, Turkey and China have also
been exploring closer military cooperation. For example, in September 2010, following Prime Minister
Wen Jiabao’s visit to Turkey, the Turkish Air Force conducted joint military exercises with the Chinese
People’s Liberation Army, a first for a NATO member country. In addition, a few weeks later, troops
from both armies conducted joint anti-terrorism training in Turkey, which was also the first time the
PLA had conducted training on the territory of a NATO member state.'? Turkey had previously
conducted military exercises with the United States and Israel; however, in 2008, worsening relations
with Israel led to the cancellation of the exercises. Instead, Turkey chose China as its exercise partner.
In 2012, China’s Long March 2D launch vehicle put Turkey’s first reconnaissance military satellite,
Gokturk-2, into orbit.*3

Since then, mutual visits and exchanges of military personnel have continued. In May 2018, a Chinese
delegation participated in a military exercise in Izmir, western Turkey, as observers. In July 2018,
during the BRICS summit in South Africa, Presidents Erdogan and Xi Jinping confirmed their intentions

to continue strengthening their countries’ military and security-related relations.*

In September 2013, the Turkish government announced that it would begin negotiations to order the
HQ-9 (short for Hong Qi-9, literally ‘Red Banner-9’) long-range surface-to-air missile system
manufactured by the China Precision Machinery Import-Export Corporation (CPMIEC). In response,
the U.S. government opposed Turkey’s move, because it had placed sanctions on the CPMIEC, and

9 “Chinese Consortium Acquires 65 Pct Stake in Turkish Port Terminal,” Hiirriyet Daily News, September 17, 2015.

10 “China’s Power Plant Project with Direct Investment in Turkey Starts Construction,” Xinhuanet, January 21, 2021.

11 “Resmen Onaylandi! 3 Milyar Dolarlik Képriiniin Yarisi 688 Milyon Dolara Cinlilere Gitti,” Patronlar Diinyasi, January 10,
2020.

12 Chris Zambellis, “Sino-Turkish Strategic Partnership: Implications of Anatolian Eagle 2010,” The Jamestown Foundation
China Brief, volume 11 issue 1, 2011.

13 |sraelis were worried that their sensitive information would be leaked by new Turkish satellites, but Turkey brushed
aside Israeli’s security concern. “Turkey Dismisses Israel’s Concerns over Satellite,” Reuters, March 11, 2011.

14 «xi, Erdogan Agree to Enhance China-Turkey Cooperation,” Xinhuanet, July 27, 2018.

39



https://www.hurriyetdailynews.com/chinese-consortium-acquires-65-pct-stake-in-turkish-port-terminal-88636
http://www.xinhuanet.com/english/2019-09/23/c_138413218.htm
https://www.patronlardunyasi.com/haber/Resmen-onaylandi-3-Milyar-dolarlik-koprunun-yarisi-688-Milyon-dolara-Cinlilere-gitti/230301
https://jamestown.org/program/sino-turkish-strategic-partnership-implications-of-anatolian-eagle-2010/
https://jp.reuters.com/article/turkey-israel-satellites/turkey-dismisses-israels-concerns-over-satellite-idUSLDE72A1VM20110311
http://www.xinhuanet.com/english/2018-07/27/c_137350545.htm

Turkey’s purchase of CPMIEC’s missile could leak NATO military secrets to China.® Ultimately, in
November 2015, Turkey abandoned the idea of buying missiles from China.® Turkey later decided to
acquire the Russian-made S-400 missile system, despite U.S. opposition. The U.S. government in turn
removed Turkey from the international joint development program for its most advanced stealth
fighter, the F-35, and refused to deliver the F-35s Turkey had already ordered. In response, the
possibility emerged that, as an alternative to the F-35, Turkey may purchase the Chinese-made FC-31
stealth fighter.” Notably, in 2019, the Turkish army actually launched the Turkish-made Bora missile
for the first time during a battle in northern Iraq, in an attack on a PKK base. The Bora was developed

based on the Chinese B-611 short-range ballistic missile.18

2. Making Sense of the China-Turkey Rapprochement

As we have seen, Turkey and China have strengthened their economic and political relations since
2010. Here, we will examine the reasons for this rapprochement from each country’s perspective.

From China’s perspective, Turkey, as part of the Middle East, is strategically important as part of the
Belt and Road Initiative launched by Xi Jinping in 2013. In addition, the Middle East is very important
to the Chinese economy as a source of natural resources. Turkey, of course, is not an important source
of energy, as it does not produce crude oil or natural gas. Turkey’s importance is geopolitical. The
“Belt” in the “Belt and Road Initiative” (formerly known in English as, “One Belt One Road”) is short
for “Silk Road Economic Belt,” the overland route from China through Central Asia to Europe. “Road”
is short for the “21st Century Maritime Silk Road,” the sea routes from the South China Sea to the
Mediterranean Sea through the Indian Ocean and the Red Sea via the Suez Canal. Turkey is the one
country through which both routes pass. In addition, the Belt and Road Initiative involves the
development of six economic corridors, one of which is the China-Central -Asia-West -Asia Corridor
(CCAWA). This corridor includes the Central Asian countries, the Caucasus region, Iran, and the Arab
countries of the Middle East, with Turkey, located at its western end, being the gateway to Europe.
Naturally, if it were unable to draw Turkey into the initiative, China’s expansion into the Middle East,

Africa, and Europe would suffer.

However, the reasons for Turkey’s own rapprochement with China have changed over the last few
years. Between 2010 and 2018, Turkey pursued closer relations with China due to worsening relations
with the U.S. and the EU. Around this time, the international community raised concerns that Turkey
was tilting away from the West. However, in reality, Turkey’s economy remained dependent on the

15 “y.S. Concerned about Turkey’s Choice of Chinese Missile System,” Reuters, September 29, 2013.

16 Ali Unal, “Turkey Cancels $3.4B Missile Deal with China to Launch Own Project,” Daily Sabah, November 15, 2015.
17 Sertag Aksan, “F-35’ler icin Alternatifler Hazir,” Yeni Safak, March 6, 2019.

18 “Kandil’l ‘Bora” Vurdu,” Hiirriyet, May 30, 2019.
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West for security. Turkey was pursuing a reaffirmation of its importance to the West and increasing
its bargaining power, by strengthening its relations with China and Russia, and by building its presence
in the region. In addition, Turkey, as a major power among the emerging economies of the Middle
East, has called for a change in the Europe/U.S.-centric international political order, and is working
toward that change. Thus, the views of the two countries coincide in their conviction that it is
necessary to change the current state of international affairs. China, intent on breaking through the
status quo, is rapidly emerging as a global challenger to U.S. hegemony, and Turkey is also

demonstrating its objection to Europe and the U.S. dominating international politics.

Subsequently, in 2018, Turkey’s reliance on China increased for financial rather than historically
strategic reasons, resulting from a currency crisis caused by the extreme deterioration in relations
with the U.S. One could say that the Turkey-China relationship has entered a new phase since then.
The currency crisis occurred as the result of economic sanctions imposed by the Trump administration
to force the release of an American pastor held under house arrest for involvement in the attempted
coup d’état in Turkey in on July 15, 2016. The sanctions caused the Turkish lira to crash to its lowest
value ever. Faced with a potential debt crisis, the Turkish central bank began to battle to defend the
lira by selling foreign currencies. Simultaneously, investment in Turkey from the West cooled due to
the resulting downgrade of the country’s credit rating.

Thus, under these circumstances, Turkey became financially more reliant on China. In May 2018,
President Erdogan’s son-in-law, Berat Albayrak, the Minister of Energy and Natural Resources, visited
China to request a loan.'® Consequently, the Turkish government agreed with the state-owned
Industrial and Commercial Bank of China on a loan for $3.6 billion.?° Furthermore, in December 2019,
the China-led AlIB decided to provide Turkey with $500 million in financing for infrastructure
development.?! Then, in June 2020, following a further fall in foreign currency reserves, Turkey’s
central bank, for the first time, used a yuan-denominated swap with the People’s Bank of China to

obtain yuan to fund its transactions with China.?2

Since the outbreak of COVID-19 at the start of 2020, the Chinese presence in Turkey continues to gain
prominence. The Turkish government, hoping to hasten the rebuilding of its economy, through
diplomatic channels, sounded out the Chinese government about providing Turkey with a vaccine
developed by Sinovac Biotech. In response, the Chinese Foreign Minister Wang Yi said, “Turkey’s
decision to buy Chinese vaccines shows trust toward China, and the Chinese side will provide the
necessary help.”?®* Consequently, large-scale vaccination of the Turkish population with the Chinese-

19 “Eneriji ve Tabii Kaynaklar Bakani Albayrak Pekin’de Enerji Sektériiniin Temsilcileriyle Gériistii,” Anadolu Ajansi, May 3,
2018.

20 “cCin’den 3.6 Milyar Dolar Geliyor,” Sabah, July 27, 2018.

21 AlIB, “AllB Invests USD500M to Support Turkey’s Urban and Energy Infrastructure,” December 19, 2019.

2 “Turkish Central Bank Says Used Chinese Yuan Funding for First Time,” Reuters, June 19, 2020.

23 Sinan Tavsan, “Turkey to Deploy Chinese COVID Vaccine as Beijing Aims for Clout,” Nikkei Asia, December 18, 2020
https://asia.nikkei.com/Spotlight/Coronavirus/Turkey-to-deploy-Chinese-COVID-vaccine-as-Beijing-aims-for-clout
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made vaccine began in January 2021. In addition, the AlIB also announced in July 2020 that it would
lend Turkey $500 million to support businesses hit by the COVID-19 crisis.?* Furthermore, at the end
of August 2020, with the European Bank for Reconstruction and Development (EBRD), the AlIB
announced a loan to Turkey of €70 million, to support the country’s strengthening of medical care
infrastructure against COVID-19.%

3. The Uyghur problem

A potential impediment to Turkey and China strengthening bilateral relations is the Uyghur problem.
The issue revolves around the Chinese government’s counterterrorist crackdown on the Uyghurs, a
majority-Muslim people, living in the Xinjiang Uyghur Autonomous Region in western China. The
Turks are linguistically, culturally, and religiously close to the Uyghurs. Turkey has been a leading critic
of China and a refuge for Uyghurs seeking asylum. Many Uyghurs have escaped or immigrated to
Turkey since the late 1940s and there are Uyghur communities in Istanbul and in Kayseri in central
Turkey. The Turkish Uyghurs continue to be actively involved in political activities seeking
independence for their homeland, “East Turkistan.” In July 2009, when a large number of Uyghurs
lost their lives during a disturbance arising from dissatisfaction with the Chinese government’s Uyghur
policy, Prime Minister Erdogan vehemently criticized China, saying, “What China was doing looked
like genocide.”?® In July 2015, there were violent anti-Chinese demonstrations in Turkey for about 10
days, because of widespread reports that Uyghurs there had been prohibited from fasting during the

month of Ramadan.?’

Nevertheless, recently, the Turkish government has refrained from criticizing China over the Uyghur
problem. In July 2019, on an official visit to China, state-run media reported that in a meeting with
President Xi Jinping, President Erdogan said, “It is a fact that the peoples of China’s Xinjiang region
live happily in China’s development and prosperity.”?® President Erdogan not taking a strong stance
on the Uyghur problem is because Turkey attaches more importance to strengthening economic
relations with China than to the human rights issues of the Uyghurs. Prior to these talks, Erdogan had
written in an opinion piece for China’s Global Times describing how Turkey and China share values

such as world peace and stability, multilateralism, and free trade, and declared that Turkey would

accessed on January 15, 2021.

2 Asian Infrastructure Investment Bank, “USD500-M COVID-19 Loans from AlIB to Increase Access to Liquidity in Turkey,”
AlIB, July 3, 2020.

2> Asian Infrastructure Investment Bank, “AllB Approves EUR70-M Loan to Support Turkey’s Healthcare Infrastructure,”
August 31, 2020.

26 “Basbakan: Cin’de Olanlar ‘Adeta Soykirim’,” Hiirriyet, July 10, 2009.

27 Selin Girit, “5 Soruda Uygur Tirkleri ve protestolar,” BBC Tiirkce, July 8, 2015.

28 “China Says Turkey President Offered Support over Restive Xinjian,” Reuters, July 2, 2019.
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strongly support the Belt and Road Initiative.?® In addition, he mentioned that Turkey was promoting
the “Middle Corridor” project of connecting Turkey, Azerbaijan, and Georgia through a rail network
which would be an important part of China’s Belt and Road Initiative. Thus, he noted, the two
countries’ projects were complementary. However, he made no mention of the Uyghur problem in

this piece.

Although there continues to be criticism of China and dissatisfaction over the Uyghur problem in
Turkey, the Erdogan administration has continued to contain this dissatisfaction. For example, in June
2019, the right-wing opposition party, the Good Party (iyi Parti), submitted a motion to the Turkish
Parliament, asking the government to investigate whether Chinese authorities were violating the
human rights of the Uyghurs. However, the ruling Justice and Development Party opposed the motion
out of consideration for Turkey’s relationship with the Chinese government, and the motion failed.

Amid the government’s refraining from any criticism of China on the Uyghur problem, it has also
changed its policy toward Uyghurs living in the country. One of the reasons for this change was the
arrest of several Uyghurs from Xinjiang for their involvement in the perpetration of a mass shooting
at a New Year’s Eve party in an Istanbul nightclub in 2017. The terrorist organization, the Islamic State
(1S), claimed responsibility for the incident, which increased concerns of an influx of global jihadists
into Turkey through the Uyghur independence movement.3® Since then, the Turkish government
distinguishes between independence movement activists and ordinary Uyghur citizens, referring to
the former as “extremists” who threaten China’s territorial integrity, or as “terrorists,” as part of an

effort to build a collaborative relationship with China to contain terrorism.3?

Currently, Turkey is mulling over whether to ratify an extradition treaty signed with China in 2017. If
it were to come into effect, Uyghurs living in Turkey could potentially be sent back to China. Separately,
as already mentioned, Turkey decided to procure the COVID-19 vaccine from China, scheduled to
arrive in December 2020. Meanwhile, the Chinese government suddenly announced that it had
ratified the extradition treaty. Simultaneously, the scheduled delivery of the vaccine to Turkey was
delayed for “procedural reasons” for three weeks.3? Consequently, opposition parties in Turkey
questioned whether China was pressuring Turkey to ratify the treaty by delaying the delivery of the
vaccine.?® Others tended to take China’s move as a signal to the Uyghurs living in Turkey to stop their
political activities, rather than to send any message to the Turkish Parliament.3* In any case, the end
of 2020 saw the unexpected enmeshing of the coronavirus crisis and the Uyghur problem. The
Erdogan administration will find it difficult to frame a response that will please domestic public

29 Recep Tayyip Erdogan, “Turkey, China Share a Vision for Future,” Global Times, July 1, 2019.

30 |vy Yang, “The Reina Nightclub Attach Might Change Turkey-China Relations,” Atlantic Council, January 19, 2017.
31 “China’s Xi Calls for Greater Counter-terrorism Cooperation with Turkey,” Reuters, May 14, 2017.

32«15t Shipment of Chinese COVID-19 Vaccines to Arrive in Turkey on Monday,” Daily Sabah, December 24, 2020.
33 Sina Tavsan, “Turkey Accused of Trading Uyghurs for Chinese Vaccine,” Asia Nikkei, January 14, 2021.

Tavsan, “Turkey Accused.”
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opinion, which favors protecting the Uyghurs, and China, which wants to keep the Uyghur problem

from becoming an impediment to better relations for the time being.

Conclusion

Itis evident that Turkey has been strengthening its economic and security-related ties with China over
the last few years. However, such moves do not mean that Turkey has turned away from the West.
Turkey first began focusing on China because of its deteriorating relations with Europe and the U.S.
By developing closer relations with China and Russia, Turkey was possibly trying to remind Western
countries of its importance, and enhance its bargaining power. In fact, while it has been strengthening
its relations with China and Russia, it has not given up on improving relations with the U.S. and the
EU. With former Vice President Biden’s victory in the 2020 U.S. election, who advocates rebuilding
the NATO alliance, Turkey has moved quickly to improve its relations with the EU. In other words,
Turkey’s tilt toward China was the result of its deteriorating relations with the U.S. and with Europe.
If an opportunity presents itself, for example, with the change of administrations in the U.S., Turkey
will surely attempt to restore relations.

Therefore, if the U.S., NATO, and Japan, were to try to prevent Turkey from being drawn further into
Beijing’s orbit, it would require stepping in to supply the political and economic support Turkey needs,
going forward. However, President Biden, an advocate of restoring confidence in democracy, is
expected to be tougher on Erdogan’s increasingly authoritarian style of government. This will increase
difficulties in restoring Turkish-U.S. relations. Consequently, for the near future, Turkey’s strategic

rapprochement with China is likely to continue.
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5. Seeing from the Outside: How International Development Actors Should Rethink
the State versus Non-State Paradigm

Yezid Sayigh

An emerging body of literature analyses the challenges posed to pluralist politics, sustainable
development, and good governance in Arab states variously characterized as fragile or poorly-
governed, dominated by crony capitalism rather than healthy free markets, and ruled by increasingly
repressive social “pacts.” It reveals a particular paradox: these states endure despite their stark failure
to deliver basic economic, social, and other public goods — not least, security — and to generate
domestic savings and surpluses in national accounts with which to finance capital investment,
maintain growth, and enhance competitiveness and integration into global value chains. Indeed, this
is also typical of some states in the region that are neither failed nor fragile, and which might even be
classified as strong — or rather as “fierce,” to quote the late political scientist Nazih Ayubi.! But in the
former category, at least, the state both fails and, paradoxically, survives because non- or sub-state
political actors representing principal social constituencies or communities are deeply intermeshed
with it.?

This paradox has broad implications for international donors and development agencies, as well as
for academics. Common to both is a primary analytical and policy focus on the state, whether to
assess its actual behaviour or to examine (and improve) the factors that affect its capacity and
willingness to respond to mounting challenges. But conventional approaches to Arab states suffering
fragility or fragmentation routinely fail to grasp their evolving nature or to explain their continuing
ability to survive, if not to function effectively. Additionally, programming by international donors and
development agencies makes normative and practical assumptions about state capacity that clash
with reality: about how to generate institutional and technocratic capacity, and the purposes to which
this capacity should and can be put. Naturally, these assumptions stem from an understanding of how
best to achieve social profitability—the total of private and external benefits for society from the

production or consumption of public goods and services provided by the state.

The problem, however, is that international donors and development agencies over-privilege the
presumed separation of state and society. That is, they continue to regard domestic non-state actors
as lying outside the state, whereas in fact they have come to form a part of its fabric and sustain it.
For international donors and development agencies to continue operating within this framework on

a “business as usual” basis appears neither acceptable nor useful, since it helps consolidate the

1 See his Over-Stating the Arab State: Politics and Society in the Middle East, |.B. Tauris, 2005.

2 | use the terms “non-state” and “sub-state” actors interchangeably, taking both to refer specifically to domestic groups
or organizations, not to trans-national ones. In most relevant instances, non- and sub-state actors have both political and
military arms and may also provide certain civilian services.
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dysfunctional nature of relations between the state and the non-state actors permeating it. But
ignoring the problem by insisting on dealing with states “as if” they conform to conventional

definitions and expectations leads to a similarly negative outcome.

Again, this is partly because external actors rarely, if ever, invest sufficient resources to significantly
alter the political and financial cost-benefit calculations of local actors. The U.S. invasion of Iraq in
2003 and subsequent re-engineering of the lIragi state and political system offers a stark
demonstration of this limitation, since it shows a poor correlation between the exceptionally high
commitment of resources made by the world’s wealthiest and strongest global power, on the one
hand, and its ultimate outcomes on the other. The U.S. invasion set Iraq on a fundamentally new
course, certainly, but even an investment on this enormous scale failed to ensure the appearance of
a functioning new state or free market economy in the country. Quite the reverse, if anything, as the
new, consociational politics of a democratic Iraq translated into the capture of the state by non-state
actors and perpetuated the chronic decades-long enfeebling of the private sector.3

The need to reassess conventional donor and development approaches is evident, as they have failed
by almost every measure to deliver stated goals in Arab countries suffering state fragility or
fragmentation. As noted above, a central analytical problem is the conventional portrayal of non- or
sub-state actors as lying outside the state, and as extraneous to the state’s role in managing public
finances and economic assets. In this perspective, non-state actors are seen as predators from
without, rather than within, the state and its various agencies. However, this is rarely the case—if

ever.

But this perspective reflects more than normative biases alone. The role and influence of external
actors—foreign governments providing development or security assistance, international financial
institutions, and even some nongovernmental organizations—are especially marked in fragile Arab
states. Whatever their motives, external actors are often the main vectors for the emergence, power,
and sustainment of domestic non-state actors. More often than not, their interventions act as
magnifiers, enabling rent-seeking and predatory behaviour by local counterparts whose financial and
economic costs and impacts on institutional and social outweigh by far the beneficial effects of
development assistance provided by the same external actors to domestic governments and civil

society actors.

3 Consociationalism is a form of government that guarantees representation of participating political or social actors,
allowing stable political settlements and managing contestation in divided societies. It usually involves elite
understandings that maintain social segmentation, and thus is both solution and problem. For an example of the
voluminous literature on this subject, see Rudy B. Andeweg, Consociational Democracy,” Annual Review of Political
Science, Vol. 3:509-536, June 2000. https://doi.org/10.1146/annurev.polisci.3.1.509
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1. A critique of conventional approaches

The preceding indicates the need for academics and the international donor and development
community alike to conduct a broad reassessment of their analytical and policy-making approaches
along three main lines that straddle the systemic (how we conceptualize the state and its mutually
constitutive relations with what we commonly think of as “non-state”), the programmatic (how
resources are mobilized and directed towards making material changes in the real world), and

markets (where the economic, social, legal-bureaucratic, and political come together).

A first line of reassessment is to break from the systemic view that sees states and non- or sub-state
actors as forming a binary opposition. After all, the state is itself far from wholly unitary and routinized
even in what are commonly regarded as monolithic and highly hierarchical states. Egypt offers a prime
example, where, political economist Amr Adly argues, state institutions are divided into three
categories: the formal, the informal, and the semi-formal.# Each of these encompasses a distinct set
of executive rulings, norms and customary procedures, and the dynamic (that is, negotiated) interface

between the preceding two sets.

Most significantly, however, external donor and development agencies seeking to engineer particular
governance (“best practice”) and market (“development”) outcomes make fundamental errors when
judging what lies within or without permissible behaviours, and between what is “normal” or
“abnormal.” A prime example is the perception of corruption as an “aberration” rather than an
embodiment of the rules by which the entire system that is, the state, its assorted agencies, and social
and economic actors) functions.®> This is not to advocate tolerance of corruption by any means, but
rather to observe that external inputs into a system that functions in this manner sustain it, rather

than generate improvements in behaviour.

Of equal importance is that the systemic logic shifts: processes and procedures are invariably codified
in these states, but how they function is fluid, “organic,” and variable in their application. In short,
policy recipes and technical fixes that approach the state as an unproblematic “good”—that is
moreover confronted by non- or sub-state actors that are necessarily “predatory”—not only impose
a highly normative framework that does not exist anywhere in the real world, but moreover often
derive from bureaucratic imperatives and political processes of the external donors and practitioners

that are divorced from local realities and needs.

4 Cleft Capitalism: The Social Origins of Failed Market Making in Egypt, Stanford University Press, 2020, 2 and 42 for
example.

5 This borrows a point made by Thomas de Waal in “Fighting a Culture of Corruption in Ukraine,” Carnegie Article, April

18, 2016. http://carnegieeurope.eu/2016/04/18/fighting-culture-of-corruption-in-ukraine/ix9h?mkt tok=eyJpljoiTTJSa

059UmpabUkzTIRZNSIsInQiOiJjQkFDRkgxUTIRM3FsVHFGZIdjbzBDMHAxeGZrZ2k1WG5Wb1k0QUIJMeE1FRThYQThOamoy

bU9YYmMFYSmZOalcrYOVPVFIWTHE3ZUJsbWIzSGIkRVZmYWIDcGViaWI0MnQrQk44SmpocGpSaz0ifQ%3D%3D
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Second, the preceding leads, on a more programmatic level, to the observation that the tendency of
development and donor agencies to place managerialism—that is, a focus on technical skills, due
diligence, good governance, and so on—at the center of their operational approaches is misdirected.
Again, this is not to dispute either the normative or pragmatic importance of good and capable
management. Rather, the problem lies in a binary perspective that treats state institutions as capable
of being insulated or placed at a remove from forces and dynamics seen as lying “outside” the state,

or of standing impartially above them.

This perspective misses the point that the changes external actors seek to engineer in state capacities
do not derive from the formal bureaucracies but rather from changes within society. An assessment
by the European Union of the lessons learned from its police missions supporting security sector
reform in Arab and other countries noted that donors and development practitioners privilege
“institution building or capacity building programmes which may not have a tangible impact on
human security” and pay inadequate “attention to the needs of the local population and service-
delivery.”® In other words, program design and focus are often developed and implemented as if in

a vacuum.

In theory, managerialism could help insulate state institutions, which would presumably merely
implement the will of the majority of society in democratic systems, in accordance with set processes
and procedures and with legal norms and constitutional safeguards. But conditions differ in countries
where a combination of armed conflict and authoritarian or kleptocratic government has
fundamentally eroded bureaucratic capacity, financial wellbeing, and what passed as social contracts.
There, non-state actors both reflect social trends and mobilize social forces, and transfer the resulting
power they generate into the state structure. They become integral to state structures in ways that
exceed classic Marxist analysis—which sees the state as an instrument of the dominant class—and
alter—sometimes completely—the institutional environment within which donor and development

programs operate.

Third, one of the most important arenas in which the above systemic and programmatic levels
intersect is the market. International donors and development agencies seek, above all, to generate
economic growth and encourage integration of local populations in markets. They moreover apply
various financial and technological levers with the aim of engineering — or at least encouraging and
facilitating — such outcomes. The amenability of national legal and administrative systems established
and regulated by competent state authorities to assist such interventions and ensure return on
external assistance is assumed — or else pursued through additional donor-funded technical
assistance programs. But all such efforts face a problem in countries where, in Adly’s words, “market

integration has never successfully taken place on a large scale ... resulting in the marginalization and

6 Cited in Florence Gaub and Alex Walsh, Relationship therapy: Making Arab police reform work, Chaillot Paper 160,
November 2020, 14. https://www.iss.europa.eu/sites/default/files/EUISSFiles/CP 160.pdf
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exclusion of the majority from the production of economic value.” Furthermore, weak investment
rates and consumption-driven development models are the consequence not of “mere structural
constraints,” he continues, but of “institutional arrangements—social, economic, and political—" in

countries that have undergone liberalization without much actual development.”’

Adly was discussing Egypt, but his description is broadly true of the Arab states categorized as fragile
or fragmented, all of which have experienced a similar syndrome. Along with more stable and less
conflict-ridden Arab states, they may be said to be globalized—albeit in specific, often distorted ways.
The volume of their external trade (one of the standard criteria for measuring globalization) is
significant, as most rely overwhelmingly on imports for consumer goods and technology, and even
for food. Many additionally have high rates of outward migration, which ties them into global markets
through the resulting reverse flow of remittances, which constitutes a major source of foreign
exchange reserves and increases Gross National Product (GNP). However, Arab states that receive
international development assistance—including both those that are fragile or fragmented and those
that boast stable political orders and security—uniformly manifest weak integration into global value
chains. Transforming this means revising the institutional arrangements that shape both the political
and moral economy,® but as noted above, donors and development agencies tend heavily to
interpret the task as relating more narrowly to technical skills and managerial expertise in

government agencies.

But the critical point is that the domestic markets that the state is supposed to govern, and many of
the related means through which the state shapes investment decisions by domestic economic actors,
are outside national control in key respects. “National marketplaces”—let alone national
economies—have often been replaced by more localized market networks in response to physical
constraints and increased transaction costs of operating countrywide. In border regions, moreover,
local markets may have denser interactions—of trade, especially, but also of investment and labour—
with counterparts across the border in neighboring countries, than they do with the rest of their own

countries. Indeed, that international donors and development agencies have also recognized this shift

7 Cleft Capitalism, 11 and 12.
8 The term “political economy” refers to the interaction of political and economic processes shaping “the distribution of

power and wealth between different groups and individuals, and the processes that create, sustain and transform these
relationships over time.” Power, livelihoods and conflict: case studies in political economy analysis for humanitarian action,
Sarah Collinson (ed.), Humanitarian Policy Group, Overseas Development Institute, HPG Report 13, February 2003, 3.

https://www.odi.org/sites/odi.org.uk/files/odi-assets/publications-opinion-files/289.pdf. The term “moral economy” as

used here refers to the expectations and mutual obligations that each party to an economic relationship or transaction
holds about the other party or parties, and to notions of equity and fairness within the relationship. For a full discussion
see James G Carrier, “Moral economy: What’s in a name, Anthropological Theory, 2018, Vol. 18 (1), 18-35. DOI:
https://doi.org/10.1177/1463499617735259

49


https://www.odi.org/sites/odi.org.uk/files/odi-assets/publications-opinion-files/289.pdf
https://doi.org/10.1177/1463499617735259

is reflected in their growing interest in the dynamics of border regions, seeing them as sources not

only of illicit activities and threats, but also of lessons for social and economic resilience.®

Even within national territory, the function of the state and the nexus of power within it are also
shifting and being redefined constantly. The environment within which relationships of supply and
demand in the domestic economy and conditions that shape investment decisions—and hence
capital formation and accumulation of wealth—has become more multi-faceted, dispersed, and
permeable to external forces. A special instance of this is the heavy reliance of fragile or fragmented
Arab states (along with several stable states as well), which generate high rates of outward migration,
on the significant remittances sent home by large diaspora communities. This makes an extremely
important contribution to hard currency reserves, balances of payments, and household incomes,
but further underlines state dependence on capital flows that are shaped entirely by conditions in
the sending economies.

2. Rethinking the State?

What is the state? Is it a “reality,” a “representation,” or an “effect”?® The question is germane in all
societies, but poses a particular challenge for international donors and development agencies
operating in fragile or fragmented states, where concrete programmatic decisions follow on such
conceptual definitions and distinctions and where working assumptions must be made. Here, the
praxis of external actors, including Western states, reveals an additional, stark contrast: they are often
ready to “recognize or otherwise engage with powerful substate and so-called hybrid forces” in the
security domain, as Erica Gaston notes, and yet fall back on conventional approaches to enhancing
state capacity and governance in civilian domains. In her cogent argument, “partnering with or
supporting non-state, substate, or quasi-state forces where expedient to do so...[while maintaining a]
still state-centric bias in the presumptions and working tools of statecraft, and the politics

surrounding some of these groups, bars anything more than a short-term or reactive approach.”*!

International donors and development agencies operate in a schizophrenic policy framework, in other
words. When pursuing the rule of law and service delivery objectives that are expected of the ideal
“neo-Weberian” state, they fall back on providing recipient states with technical assistance. But other
arms of the same foreign governments that provide donor assistance readily adopt more hardnosed

° For example, the program on “Understanding Conflict in Border Regions” at the Malcolm H. Kerr Carnegie Middle East
Center. https://carnegie-mec.org/specialprojects/xborderlocalresearchnetwork/?lang=en

10| owe this wording to Eberhard Kienle, from a discussion on October 2, 2020.

11 Erica Gaston, “Practical Challenges and Hybrid Hypocrisy: Legal and Policy Dilemmas with the Hybrid Moniker,” War on
the Rocks, January 25, 2021. https://warontherocks.com/2021/01/practical-challenges-and-hybrid-hypocrisy-legal-and-
policy-dilemmas-with-the-hybrid-

moniker/?utm_source=Chatham%20House&utm medium=email&utm campaign=12125954 MENAP%20-%20Newslet
ter%20-%2002.02.2021&dm i=1S3M,77WG2,07YX6F,T9X8T,1
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and pragmatic approaches towards non-state actors who can help them achieve their own security
goals in the recipient countries concerned. Ironically, well-intentioned calls for Western governments
to engage with non-state actors under-estimate both the extent to which they already do so, and the

difficulty of integrating engagement with a broader state-building effort.'?

This leads to a messy situation in which, critically, effective governance and meaningful accountability
are eroded further. The problem is compounded gravely, as Ariel Ahram notes, by “the political, legal
and symbolic battle for ownership and authority to manage and dispose” of economic assets “as
national economies splinter and collapse.”'* Non-state actors in Yemen, Iraq and Libya, he adds,
“have launched alternative financial institutions, including national oil companies, central banks and
other financial institutions,” turning “the formal institutions of economic governance ... [into] focal
points of contestation between rebel actors and governments” supported by rival external actors. So
even as donors deploy formulaic jargon about managerial “best practice,” their praxis sidesteps the
questions posed by Fouad Marei in a case-study of ground-level relations between the state and non-
state actors in the Lebanese capital, Beirut: “who manages the formation and stewardship of the
formal and informal rules that regulate the public realm? Where does governance take place?”*

In fairness, international donors and development agencies confront conditions greatly complicated
by domestic actors, who of course contribute significantly to the decline of state capacity in their own
countries. With the declining ability to deliver essential public goods, moreover, comes a
decentralization or devolution by governing authorities of both coercive power and symbolic capital
(embodied, for instance in law-giving and dispensation of justice). As the state loses the trust of its
own population or significant societal sectors, other quasi-institutions and informal markets (of
commodities, but also of security) come increasingly to play a role. In a context of armed conflict or
of state fragility or fragmentation, non- or sub-state actors may over time became more state-like, as
Gaston observes, with “substantial control over territory, significant military power, and an impressive
apparatus of service provision and governance, often more than the titular sovereign,” whether won

“by force, through political accords, or at the ballot box.”

To put it slightly differently, donor-supported state-building efforts often miss the point because
changes in state capacity “do not come from the formal bureaucracies but rather from societal

12 This kind of call is made, for example, in the otherwise commendable compilation of case-studies in Julien Barnes-
Dacey, Ellie Geranmayeh, and Hugh Lovatt, “Guns and governance: How Europe should talk with non-state armed groups
in the Middle East,” European Council on Foreign Relations, November 11, 2020. https://ecfr.eu/special/mena-armed-
groups/introduction/

13 Ariel I. Ahram, “Rebel Oil Companies and Wartime Economic Governhance in the MENA,” in Luigi Narbone
(ed.), Revisiting natural resources in the Middle East and North Africa, Middle East Directions, European University

Institute, 2020, 37. https://hdl.handle.net/1814/69265

14 Fouad Gehad Marei, “Governing Dahiya: Interrogating the State in Beirut’s Southern Suburbs,” Leadership and

Developing Societies, 5(1), 2020, 13. https://leadershipandsocieties.com/index.php/lds/article/view/governing-dahiya
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changes,” in Renad Mansour’s assessment of post-2003 Irag.?® There, in his assessment, formal
institutions “were not the space for social power.” A further paradox is that it is often non-state actors
who may pursue institutional capacity-building in ways officially advocated by Western donors and
development practitioners, even if they do not also include the discourse and mechanisms of
specifically democratic forms of governance. That is, some non-state actors pay greater attention to
managerial capacity and efficient bureaucratic functioning, internal accountability, responsive service

delivery, and financial probity than the state actors supported by donor governments.®

International donors and development agencies are compelled to navigate the fluid lines of power
and dynamic relationships anchored in the political settlements reached between principal state and
non-state actors to stabilize post-conflict transitions. This generates a vicious circle. On the one hand,
donor approaches to state-building do little, if anything at all, to reverse the actual hollowing out of
institutional capacity and degrading of political legitimacy. On the other hand, this dismal result is
then deemed to justify the conviction among donor governments that they cannot rely on the
recipient state and must engage with non-state armed actors to deliver crucial goals, even if doing so
degrades governance and accountability even further. Donor resort to formulaic jargon about
managerial “best practice” skirts the true sources of the capacity-building challenge, while masking
parallel practices that serve donor government agendas in other spheres ranging from security
through trade and investment. Domestic actors, who of course contributed significantly to the decline
of their own states in the first place, reposition and realign accordingly.

Conclusion: Donors in a post-rent Arab region

Even before the COVID pandemic struck, it was apparent that rentierism is in crisis throughout the
Arab region.'” This both reflects and reinforces multiple long-term transformations in societies,
economies, and political arrangements that are undermining the structures and functioning of the

state in unprecedented ways. In many Arab states, not just fragile or fragmented ones, the overall

15 Renad Mansour, “The Hashd Network and the Iraqi State,” Draft paper, workshop on “Rethinking Iraqi state and society
eighteen years after regime change,” Middle East Centre, London School of Economics and Political Science, October 2,
2020. Mansour uses the concept of space extensively in his Networks of power: The Popular Mobilization Forces and the
state in Iraq, Research Paper, Chatham House, February 2021. https://www.chathamhouse.org/2021/02/networks-
ower

16 This is suggested, for example, in the findings of Mara Revkin, “When Terrorists Govern: Protecting Civilians in Conflicts
with State-Building Armed Groups,” Harvard National Security Journal, Vol. 9, 2018, 100-145. https://harvardnsj.org/wp-
content/uploads/sites/13/2018/01/3 Revkin WhenTerroristsGovern-2.pdf; and in Yezid Sayigh, “We serve the people”:
Hamas policing in Gaza, Crown Paper, Crown Center for Middle East Studies, March 2011.
http://www.brandeis.edu/crown/publications/cp/cp5.html; and Yezid Sayigh, Policing the People, Building the State:
Authoritarian transformation in the West Bank and Gaza, Carnegie Paper, Carnegie Middle East Center, February 2011.
http://www.carnegieendowment.org/publications/?fa=42924

17 For a discussion, Marwan Muasher and Maha Yahya, “A Coming Decade of Arab Decisions,” Carnegie Endowment for
International Peace, September 9, 2020. https://carnegieendowment.org/2020/09/09/coming-decade-of-arab-
decisions-pub-82506
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volume of disposable rent is contracting—whether due to declining revenue from oil exports, or to a
drop in per capita share as populations grow and government payrolls expand—and delivery of public
goods (including security) is receding. The paradox is that the material interests that previously bound
ruling elites and public sectors together are also what render the entire system unsustainable. Yet
rather than prompt reform, more often than not this triggers greater competition for a diminishing
pot of resources among actors that straddle the boundaries between state and non-state. In short,
autocratic ruling elites and coalitions of key state institutions seek to reproduce rentierism without

rent, and are resorting increasingly to what Steven Heydemann calls “in order to make this possible.

The COVID pandemic will most likely intensify social inequality, income disparity, and political
polarization over the long term in Arab states, as for the rest of the world. The prospect is darkened
further by the increasingly evident effects of climate change, which most Arab states are singularly
unprepared to confront. International donors and development agencies operate in a context where,
as noted previously, their interventions and investments in tweaking governance or invigorating
markets are miniscule compared to the larger political economy of state-based redistribution of
resources and control of access to economic opportunity. This is not new, but although the need for
donor assistance is greater than ever two decades into the 215t century, so are the challenges of

navigating an increasingly complex state terrain and the risks of maintaining ineffective approaches.
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Japanese Foreign Policy on Gulf Security Issues:
From the Perspectives of Saudi Arabia and the United States

EiE # A (KONDO Shigeto) !

Summary

From 2019 to early 2020, Japan had several key opportunities to deepen its involvement in security
issues in the Gulf region. For instance, in June 2019, Prime Minister Abe visited Iran and exchanged
opinions with Iran’s leaders on the importance of easing regional tensions. In January 2020, he visited
three Gulf countries; Saudi Arabia, the United Arab Emirates (UAE), and Oman. There, he discussed
the dispatch of the Maritime Self-Defense Force to the Middle East, the relaxation of tensions in the
Gulf region, and bilateral economic cooperation with the leaders of each country. Given that the
Japanese Prime Minister rarely visits the region so often, it is noteworthy that he has actively

attempted to discuss security issues as well as traditional economic cooperation in this period.

In addition, these visits have produced some results. For instance, during his visit to Iran, Supreme
Leader Khamenei reaffirmed that the country had no intention of developing nuclear weapons.
During this visit to Iran, however, a tanker operated by a Japanese company was attacked, and media
reports only covered this case. In response to this incident, Japan, which was requested by the United
States to play a certain role in the freedom of navigation in this area, decided to dispatch its own Self-
Defense Forces. This constituted the main theme of the visit to Gulf countries in January 2020. Among
Gulf countries, Saudi Arabia assumed the G20 presidency after Japan in 2020, thus creating a stronger

opportunity than ever to deepen discussions with the country in other fields such as security issues.

Although the leaders of Japan and the United States have changed thereafter, Japan still has the
opportunity to address security issues in the Gulf region in cooperation with the United States as well
as regional states. For instance, the Biden administration is inclined to strengthen ties with Japan
which constitutes one of the pillars in the framework of the Quad. Although the focus of the Quad is
certainly primarily on China, it would be possible for Prime Minister Suga to strengthen his approach
to the Middle East by utilizing this framework. Besides, as Japan showed in the days of Prime Minister
Abe, there is ample room to be involved in security issues in the region using channels that the United

VAR, TEEAN [BROZEMRE - fBFMEL HROMNIE—3 vy 7 77 L REOHMEZEE 2 T—
TR EREy 5 47] (2020 45 4 H 17 H) https://jime.ieej.or.jp/htm/extra/2020/db/db200417.pdf % & E
L72bDTH5D,
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States does not have, such as relations with Iran. It may be risky for Japan to approach Iran without
US consent, but if Japan uses its unique and strong ties with both the United States and Iran, it may
help ease tensions between them. Since the Middle East is to remain the energy source for Japan in
the foreseeable future, Japan should pursue efforts to defuse tensions in the region by collaborating

with its most important security ally, the United States.
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5 “Mohammed bin Salman to Asharq Al-Awsat: We Don’t Want War but We Won’t Hesitate in Dealing with
Any Threat,” Asharq AL-Awsat, June 16, 2019.
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7. Destabilization in the Middle East and Its Impacts on Japan’s Energy Security

Amane Kobayashi

Introduction

This paper explores the impact of increasing uncertainty in the Middle East and global energy trends

on Japan'’s energy security.!

In recent years, the situation in the Middle East has been unstable; the countries in the region are
facing mounting tensions, and unpredictable armed conflicts have begun to occur. As Japan relies on
the Middle East for crude oil and natural gas supplies, the instability in the region has a serious impact
on Japan’s energy security and economy. On the other hand, in the present circumstances, it is not
easy for Japan to realize a “fossil fuel-free society” or “independence from the Middle East” in the
short term. Consequently, Japan needs to create a system capable of responding to the destabilization
of the political and security situations in the Middle East, assuming that dependence on the region
for its energy resources will continue into the foreseeable future. In such a case, Japan’s contribution

to stabilizing the Middle East will become more important.

1. Increasing Uncertainty in the Middle East and Decreasing US Involvement

The strategic environment in the Middle East is rapidly changing, such as in regard to the reduction
of US involvement in the region, the expansion of Russia’s military presence, and China’s political and
economic advancement. In particular, the United States under the Trump administration is reducing
its involvement in the Middle East and is abandoning its role as a “mediator.” These US moves have a
significant political and security impact. On the other hand, Russia is increasing its military presence
in the region through military intervention in the civil war and construction of military bases in Syria
as well as sales of weapons and military supplies. Notably, the Middle East is vital for China’s Belt and

Road Initiative.

In this changing environment, countries in the Middle East have developed their own foreign and
security policies, but their pursuit of national interests has hindered regional stability. Furthermore,
multiple structures of conflict and cooperation have emerged --- Israel versus Iran and pro-lran
powers, Iran and the Gulf Arab States, and Saudi Arabia/UAE/Egypt and Qatar/Turkey. As a result,
regional cooperation frameworks such as the Gulf Cooperation Council (GCC) have failed to function.
Moreover, the governments of Yemen, Libya, and Syria became fragile because of the civil wars

1 This report focuses, unless otherwise specified, on the situation before the global spread of the novel coronavirus

disease (COVID-19).
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following the “Arab Spring” and are incapable of border control and maintaining security. Under these
circumstances, powerful non-state actors have emerged such as Hezbollah (Lebanon), Hamas
(Palestine), Houthi (Yemen), Kurdish militants (Iraq and Syria), anti-government forces (Syria), and

Shiite militias (Iraq). They have acquired a level of influence comparable to that of regional states.

As described above, because countries in the Middle East prioritize national interests rather than
regional stability, the mechanisms for the resolution of regional disputes do not function. While the
government has weakened in some countries, the emergence of non-state actors has heightened the
probability of accidental military collision. In addition, as the channels of dialogue between conflicting
states have narrowed, the possibility of escalation of conflicts has increased through the cycle of
collisions.

There have been numerous significant changes in US energy and Middle East policies. The Trump
administration pledged “An America First Energy Plan” and promoted the maximum use of domestic
energy resources, the termination of dependence on oil imports, the relaxation of environmental
regulations on fossil fuel production, the creation of employment through the maximization of shale
oil and gas production, the development of clean coal technology, and the regeneration of the coal
industry.2 Owing to the increase in shale oil and gas production, the United States is expected to
become a net petroleum exporter in 2020 and remain as such until 2050.3 The US is likely to link this
superiority in energy supply and demand with its diplomatic policy, particularly toward the Middle
East. In other words, as long as its energy security is maintained with robustness against external risks,
the United States will likely adopt a harsh or unilateral foreign policy. The US’s harsh policy toward
Iran is an example of the linkage between its energy and the Middle East policies.* The United States
has shown a keen interest in maintaining oil and gas prices but is not committed to securing a sea
lane for a stable energy supply due to the belief that such efforts to protect freedom of navigation
constitute a one-sided burden on the United States. Therefore, it is demanding “burden sharing” from

its allies and partners.

“Energy independence” will diminish the strategic importance of the Middle East for the United States.
The US’s interests in the Middle East are not limited to oil and gas but also relate to other economic
interests, alliances and partnerships, US military bases, and troops in the region. Although not directly
related to energy security, US energy companies operating in the Middle East are also important
elements. However, the necessity for the US to contribute to the stabilization of the Middle East,

2 https://www.whitehouse.gov/america-first-energy; Nakano, Jane, Energy Opportunities under the Free and Open Indo-

Pacific Vision, December 10, 2018, https://www.csis.org/analysis/energy-opportunities-under- free-and-open-indo-
pacific-vision.
3 EIA, Annual Energy Outlook 2019.

4 According to the author’s interviews with US experts on the Middle East (January 2020).
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bearing risks and costs solely for its energy security, is diminished.

The volume of the US’s energy production, consumption, imports and exports
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At present, neither the United States, Iran, Israel, nor Saudi Arabia wants to start war. The Trump
administration does not hesitate to use force in the Middle East, as evidenced by its conduction of
the assassination of major general Qasem Soleimani of the Islamic Revolutionary Guard Corps of Iran,
the killing of Abu Bakr Baghdadi of the Islamic State (ISIS), and the missile attacks in Syria. On the
other hand, the administration has so far restricted its attacks on limited targets and avoided
escalation to full-scale war. If, however, Iran, Israel, or Saudi Arabia miscalculates or tries to put
pressure on rivals, or if a non-state actor suddenly conducts an armed attack, a single conflict may

Il

invite an overreaction among the parties concerned and escalate into an “unwanted war” in the

region.®

2. Japan’s Vulnerable Energy Security

With the growing uncertainty in the Middle East, Japan’s energy security is becoming increasingly

5 u.s. Energy Information Administration, U.S. Primary Energy Overview,
https://www.eia.gov/totalenergy/data/browser/index.php, last accessed on November 18, 2020.

6 Malley, Robert, “The Unwanted War: Why the Middle East Is More Combustible Than Ever,” Foreign Affairs, vol.98,

No.6, pp.38-46, 2019.
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vulnerable, as it relies heavily on the crude oil and natural gas supply from the region.

The most important task of each country in formulating its energy policy is to maintain a desirable
balance among stable energy supply, economic efficiency, and the environment, while giving primary
preference to safety. To achieve a stable energy supply, it is necessary to secure a constant

procurement of energy resources, such as oil and gas, and maintain a sustainable energy supply.’

Japan depends on imports from abroad for most of its energy resources, such as crude oil, natural
gas, and coal. In addition, there are technical, economic, and social challenges for introducing large-
scale renewables and nuclear energy. Japan’s energy self-sufficiency rate was maintained at 20% in
the 2000s. However, when nuclear power generation decreased after the 2011 Great East Japan
Earthquake, it temporarily dropped to 6%. In recent years, the self-sufficiency rate has recovered due
to the increase in power generation by renewables, a partial resumption of nuclear power plant

operation, and the progress of energy saving. However, it remains less than 10% as of 2020.

Japan’s geographic and climatic conditions make it difficult to secure a stable energy supply.
Geographically isolated, Japan maintains no energy infrastructure connected to neighboring
countries; therefore, it is nearly impossible to borrow energy resources and electricity from its
neighbors, as is the case in European or Eurasian countries. Moreover, due to recent tensions in the
East and South China Seas, the security of sea lanes for transporting energy supplies may be
threatened in the event of an emergency.® Climatically, frequent major natural disasters coupled
with aging energy infrastructures have led to an increase in the disruption of the domestic energy

supply.®

7 https://www.enecho.meti.go.jp/about/special/johoteikyo/3es graph01.html

8 The Japan Institute of International Affairs, "Japanese Resource Diplomacy and Energy Cooperation," March 2016,

http://wwwa2.jiia.or.jp/pdf/resarch/H27 Energy/h27 Japan s Resource Diplomacy and Energy Cooperation fulltext.

pdf; Shoji, Tomotaka, “The South China Sea: A View from Japan,” NIDS Journal of Defense and Security, No.15, December
2014, http://www.nids.mod.go.jp/english/publication/kiyo/pdf/2014/bulletin 2014 7.pdf.

9 Agency for Natural Resources and Energy, "‘Typhoon’ and ‘Electricity’: Resilience of Electricity Viewed from Long-term

Power Failure," January 23, 2020, https://www.enecho.meti.go.jp/about/special/johoteikyo/typhoon.html.
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Under such circumstances, the increasing geopolitical risks in the Middle East constitute a major risk
to the energy security of Japan, which imports more than 80% of its crude oil and about 30% of its
natural gas from the region. The option of reducing dependence on the Middle East for crude oil and
natural gas imports to avoid risks could be argued. However, it appears difficult to decrease Japan’s

energy dependence on the Middle East in a short period of time.

First, the Middle East holds about half of the world’s proven crude oil reserves and has a sizable export
capacity. It is, therefore, possible for importers, particularly international oil companies, to purchase
and load large quantities of crude oil efficiently. Additionally, the production cost of crude oil in the
Middle East is the lowest in the world. In oil-producing countries other than the Middle East, costs
relating to the exploration and production of crude oil often fluctuate, making it difficult to secure a
stable amount of oil over the long term.!! The costs of crude oil transportation to Asian countries,
including Japan, from the Middle East are also relatively cheaper, considering their geographical

location.

As Japan has long imported large quantities of crude oil from the Middle East, many Japanese
refineries have been designed and operated chiefly to refine Middle Eastern crude oil. Therefore, it is

not easy technically or economically to increase imports of crude oil from areas other than the Middle

10 https://www.enecho.meti.go.jp/about/special/johoteikyo/3es graph01.html

11 The Institute of Energy Economics, Japan, "Survey Report on The Environment Surrounding the International Crude Oil

Markets and Factors Affecting Price Formation," February 2017, pp. 15-17.
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East. In addition, the Japanese government is legally not in a position to impose restrictions on private
oil companies to reduce their dependency on the Middle East. This is not the case in China, for

instance, where the government can control and issue orders to private sectors according to its policy.

Some Middle Eastern oil-producing countries, particularly Saudi Arabia, manage their oil production
capacity to balance supply and demand in the global oil market. Thus, they are ready to meet urgent
demand for additional supplies. Oil-importing countries, including Japan, need to maintain a good
relationship with Middle Eastern oil-producing countries with surplus production capacity so that
they are able to secure a stable supply of crude oil in an emergency.

Japan’s crude oil imports have decreased by 1.5 million barrels per day (b/d) since the mid-1990s. It
is estimated that oil demand will continue to decline because of the decreasing population and the
development of energy-saving technologies. On the other hand, even if crude oil imports and
consumption decrease in Japan, its dependency on the Middle East is unlikely to decline in the short
term for the aforementioned reasons. Even if a decrease in demand for petroleum products could be
set off by the reduction of crude oil imports from the Middle East, the dependency would not drop
by more than 70%.

Japan’s Crude Oil Imports and Its Dependency on the Middle East
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Origins of Japan’s Crude Qil Imports (2017)
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3. Energy Geopolitics and the Strait of Hormuz

As mentioned above, Japan’s energy self-sufficiency rate is still less than 10%, and its high level of
dependency on the Middle East for crude oil supply is likely to continue. Therefore, political and
security instability in the Middle East would have a significant impact on Japan’s energy security.
Japanese citizens and interests have been involved in terrorist attacks, insurgencies and armed
conflicts in the region. For example, in the In Amenas hostage crisis in 2013, armed groups attacked
natural gas facilities in southern Algeria and killed 10 Japanese citizens. In June 2019, a tanker owned
by a Japanese shipping company was attacked while sailing near the Strait of Hormuz. These incidents
highlight the potential risk that instability in the Middle East constitutes a direct threat to Japanese

interests.

Robert Kaplan noted that it is necessary to focus on the places of energy supply and consumption
and transportation routes connecting them to understand the geopolitics of energy. Kaplan stressed

the importance of the concepts of chokepoints and sea lanes.'® Energy geopolitics is an idea that

12 pAgency for Natural Resources and Energy, “2019 — Understanding the current energy situation in Japan,” August 13,

2019, https://www.enecho.meti.go.jp/en/category/special/article/energyissue2019 01.html.

13 Kaplan, Robert D., “The Geopolitics of Energy,” Forbes, April 4, 2014,
https://www.forbes.com/sites/stratfor/2014/04/04/the-geopolitics-of-energy/#730629c3b39%e.
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does not necessarily assume classic strategic competition between nations but, rather, provides
perspectives combining geopolitics, international security, and national strategies, as a stable energy

supply is essential for a nation’s survival and prosperity.

From the perspective of energy geopolitics, it is necessary to consider not only the destabilization of
oil- and gas-producing countries in the Middle East but also the various risks of supply disruptions
and market destabilization. Such risks include the destabilization of transportation routes, large-scale
natural disasters, and armed conflicts. In the Middle East, there are several crude oil chokepoints: the
Strait of Hormuz, the Strait of Bab el-Mandeb, and the Suez Canal. Thus, it is vulnerable to supply
disruptions caused by political upheavals and conflicts. In addition, such supply disruption would
easily lead to a sharp rise in crude oil prices if the surplus production capacity of oil-producing
countries responsible for urgent additional production is insufficient or if international cooperation

for managing stocks of crude oil is inadequate.*

In particular, the Strait of Hormuz is extremely important as a chokepoint for global oil and gas
transportation. The strait is the passing point for crude oil exports from the Persian Gulf coasts to
various destinations around the world; between 2016 and 2018, 21% of global crude oil and
petroleum products exports passed through the Strait of Hormuz. Transportation to Asia has
increased, while Europe and the United States have decreased the amount of their oil imports that
travels through the strait. In particular, Japan and South Korea are highly dependent on transportation
via the Strait of Hormuz: 85% of crude oil and 30% of liquefied natural gas (LNG) for Japan as well as
over 70% of crude oil and some 40% of LNG for South Korea pass through the strait. On the other
hand, Chinese dependence on Middle Eastern crude oil imports is about 30% because Beijing can
force Chinese oil companies to diversify their sources of crude oil imports. Therefore, the risks for
their energy security if China were to be involved in a crisis in the Hormuz Strait would be relatively

lower than for Japan’s or South Korea’s.

Transportation routes that can function as alternatives to the Straits of Hormuz include 1) the East-
West pipeline (the Petroline) that runs across Saudi Arabia and 2) the UAE Habshan-Fujairah pipeline.
Saudi Arabia attempted to avoid concentrating hubs for energy exports and industries in the coastal
areas of the Persian Gulf facing Iran and engage the Red Sea to hedge risks. In 1981, the East-West
Pipeline, an oil and gas route bypassing the Strait of Hormuz, was completed. As of 2016, the pipeline
is estimated to have a transportation capacity of 4.8 million b/d and a surplus oil transmission
capacity of 1 to 2.8 million. Likewise, in 2012 the UAE also initiated the operation of the Habshan-
Fujairah pipeline with a transportation capacity of 1.5 million b/d, which has enabled the UAE to
transport crude oil without passing through the Strait of Hormuz.

14 The National Institute for Defense Studies (2009), "Climate Change, Energy, Food Problems and Security," "East Asia

Strategy Review," pp. 56-57.
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However, even with the use of the aforementioned alternative transportation routes, the security
risks of the Strait of Hormuz would not be eliminated. First, the total transportation capacity of the
two pipelines is approximately 8 million b/d, which is much less than the 17 million b/d of maritime
transportation through the Strait of Hormuz. In addition, if a large-scale armed conflict occurred
around the strait, it would involve the two alternative pipelines, and oil, shipping, and insurance
companies would limit their activities in consideration of the regional situation. As a result, the oil
supplies needed for the Japanese economy could not be loaded or transported from the Middle East.
In addition, the waters around the Red Sea are also fraught with risks because of the instability in

Yemen and Somalia and the existence of another chokepoint, the Strait of Bab el-Mandeb.

World Maritime Oil Checkpoints

Daily Transit Volumes Through World Maritime Oil Chokepoints
All estimates in million barrels per day. Includes crude oil and petroleum liquids.
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4. Mounting Geopolitical Risks and Challenges for Japan

Despite the increase in geopolitical risks in the Middle East, the global oil and gas market remains
nearly unresponsive and calm. This is because the market has been oversupplied, and concerns
regarding the deteriorated global economy were greater than those regarding the geopolitical risks.
On September 14, 2019, there was a large-scale attack, presumably using cruise missiles and drones,
against oil facilities in Saudi Arabia. The United States and Saudi Arabia suggested Iran’s involvement

15 Lee, Julian, “Bab el-Mandeb, an Emerging Chokepoint for Middle East Oil Flows,” Bloomberg, July 26, 2018,

https://www.bloombergquint.com/markets/bab-el-mandeb-an-emerging-chokepoint-for-middle-east-oil-flows.
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in the attack, but this was not proven. Immediately after the incident, Brent crude oil prices rose
sharply from around S$60/barrel to $69/barrel but soon dropped following Saudi Arabia’s
announcement of a quick recovery plan. Another factor preventing the rise in oil prices was shared
concerns regarding the risk of the deterioration of the global economy, including the US-China trade
war. In October of the same year, despite security risks increasing as tankers navigating the Red Sea

were attacked, crude oil prices only minimally fluctuated.

Current market trends suggest that it is unlikely that crude oil prices will rise significantly in the short
term. However, the quantity of oil supply disruption caused by the September 2019 attack on oil
facilities in Saudi Arabia amounted to 5.7 million b/d at most. This amount is comparable to that at
the time of the Iranian Revolution in 1979 and bigger than the supply disruption during the 1973 Arab
oil embargoes (4.3 million b/d) or the 1990 Gulf War (4.3 million b/d). The September 2019 incident
may have drastically increased crude oil prices in the case of tight supply and demand in the market.

Saudi Arabia has a capacity of 4 million b/d of surplus crude oil production, which is the largest in the
world. The total surplus production capacity of the OPEC member states, except Saudi Arabia, was
less than 1 million b/d. In other words, Saudi Arabia is the most important country that can stabilize
the oil market through production adjustment. If the country is attacked and its production capacity
suddenly drops, no other countries can adjust the global supply-demand balance of crude oil.
Although the impact of recent incidents on the oil market was limited, the implications of possible
armed conflicts in the Middle East for mid-term or long-term energy security should not be

discounted.

Although it is unlikely that an all-out war involving multiple countries would occur in the Middle East
in the short term, the regional countries are in a persistent state of tension, and an armed conflict
could suddenly occur that involves Japanese citizens and interests. Since January 2020, the Japanese
government has dispatched the Self-Defense Forces to the northern part of the Arabian Sea, the Gulf
of Aden, and Djibouti to gather information. As the tensions in the Middle East are not transient,
preparedness for emergency response is essential. In addition to the collection and analysis of
information regarding energy geopolitics, it is also necessary to analyze the impact of revolution in
military affairs such as cyber security and drone capability on the regional security situation.

If the crude oil supply from the Middle East is disrupted or sharply declines, competition with other
countries to secure crude oil supply would intensify. Therefore, it is necessary for Japan to reserve
sufficient amounts of crude oil. Currently, Japan maintains crude oil reserves equivalent to 238 days
of consumption, including private and governmental reserves and joint stockpiles with oil-producing

countries.'® However, as the government-stockpiled oil has never been released, it is critical to

16 Joint stockpiling with oil-producing countries: Japan is leasing crude oil tanks in Okinawa and Kagoshima to the UAE's

Abu Dhabi National Oil Company and the Saudi Arabian Qil Company (Saudi Aramco) to store the crude oil of both
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improve the system to secure a stable and smooth supply of stockpiled oil in case of an emergency.

Paradoxically, despite the unstable political and security environment in the Middle East, the prices
of crude oil and natural gas do not fluctuate. Thus, this is a critical time to reconsider Japan’s policies
toward the Middle East and energy security. Japan’s contribution toward easing tensions in the
Middle East would help reduce the risk of conflict in the short term and achieve energy security in
Asia, including Japan, in the longer term. In this sense, the “Free and Open Indo-Pacific (FOIP)”
vision/strategy could function as a geo-strategy for Japan’s engagement in the Middle East by
combining economic, diplomatic, and security aspects with a multilateral cooperation framework. In
other words, through the FOIP vision/strategy, Japan and other countries could collaborate to
stabilize the Middle East, sharing the macro perspective of sea lane safety and energy security in Asia.

Conclusion: “Two Shocks” Attacking the Middle East

This paper examined the impact of increasing volatility in the Middle East and global energy trends
on Japan’s energy security. Finally, | would like to look at the “two shocks” currently prevailing in the

Middle East --- the spread of the new coronavirus infection and the plummeting crude oil prices.

In April 2020, the World Bank drastically reduced its annual economic outlook for the Middle East
and North African region from 2.6% (as of October 2019) to -1.1%. Global economic stagnation and
movement restrictions due to the novel coronavirus infection will shrink the demand for oil and
natural gas. Therefore, the economic growth of major oil-producing countries is expected to be
adversely damaged, including Saudi Arabia (0.2%), UAE (-1.1%), and Iran (3.7%). The outlook for non-
oil-producing countries is more severe because of the pandemic’s stagnating effects on tourism,
manufacturing, and remittances from oil-producing countries; these include Lebanon (-10.9%) and
Tunisia (-4.0%). The Expo 2020 Dubai, which was scheduled for October 2020 in the UAE, has been
postponed for one year, and a dark cloud is hanging over the upcoming G20 Summit in Riyad, Saudi
Arabia.

In addition, the collapse of the coordinated production cut among oil-producing countries and the
sharp drop in oil prices are exacerbating the situation. On March 6 of 2020, the negotiations of OPEC-
plus, including Russia, for cutting oil production broke down. Soon after, Saudi Arabia announced a
large-scale production increase, and crude oil prices plunged to under $20 per barrel. On April 12,
OPEC-plus agreed on the largest ever production cut of 9.7 million b/d, but due to the decrease in

global demand accompanied by the spread of the new coronavirus infection, the WTI crude oil price

companies. Normally, those tanks and their contents serve as both companies’ supply and storage bases for their business
in East Asia. If there is a shortage of oil supply to Japan in the event of a crisis, Japan will have a preference to purchase

the crude oil in those tanks.
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temporarily recorded a negative sign on April 20. At present, not only countries in the Middle East
and Russia but also the United States have been facing a huge crisis due to declining oil prices. The
leaders of these countries seem to be continuing efforts to stabilize oil prices that are favorable for
their oil and gas industries, but the decline in global energy demand is predicted to be prolonged as
well as to expand.’

Oil export revenues account for a greater portion of the financial revenues of major oil-producing
countries in the Middle East. The countries share the serious concern that their economies would
slow down because of the reduction in government expenditures resulting from diminishing oil
revenues. Non-oil-producing countries are likewise affected by the economies of the oil-producing
countries as they receive investment and assistance from oil-producing countries and provide them
with labor to earn revenues from foreign remittances. Crude oil that is too cheap could not only
induce political and economic destabilization in both oil-producing and non-oil-producing countries
but also impede necessary energy investment and threaten damaging global energy security in the
medium to long term.

17 Ken Koyama, “Disappearing demand, destructive adverse effects on oil-producing countries,” the Nikkei, April 24, 2020,

https://www.nikkei.com/article/DGXMZ058404130T20C20A4TCR0O00/
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