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Introduction:

Since the 19th century, the geostrategic importance of the Arabian
Gulf has been overwhelmingly security-centric, with access to the ports
for Eurasian land powers and the vast energy resources discovered there
after WWII being the main focus. The United States has played a domi-
nant role in the region, particularly after the British withdrawal from
there in 1971, and has developed a privileged partnership with the Gulf
monarchies. However, after being a close ally of the Arab Gulf States for
more than four decades, the US seems to be whittling down its role as
domestic public opinion turns against its long-term Middle East engage-
ments and the country becomes less dependent upon energy supplies
from the Gulf.

On the other hand, in the two decades since it became a net oil im-
porter, China has grown increasingly reliant on energy supplies from the
Gulf, a part of the world which is prone to instability and where Beijing
has little influence. The following questions arise: What are China’s spe-
cial national interests when it comes to the Gulf region? Does China see
an opening when the US gradually reduces its role in the Gulf region and
pivots to Asia? If China aspires to a bigger role in the Gulf, is it looking
to play a role that serves as a counterbalance to the US global strategy?

In this paper, I will discuss in-depth the Chinese strategy in the Gulf
especially in terms of US policy. By offering a historical overview of
China-GCC relations, this paper first outlines China’s major interests in
the region. Then, it details Beijing’s strategic concerns about US policies
in the Gulf region as it emerges as an increasingly important stakeholder.
The paper also provides an assessment of the Chinese balancing act in
dealing with the Saudi-Iran regional competition. Finally, it outlines the
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prospective strategic advance in relations between China and the GCC
countries especially in the context of the US global strategy shift.

China’s Interests in the Gulf Region

Sino-Gulf relations were characterized by ideological divergence dur-
ing the early decades of the Cold War. Before 1965, China kept a dis-
tance from the Gulf countries as they were part of the pro-US bloc,
which was opposed to China’s pro-Soviet socialist position. After the
China-Soviet alliance broke down in 1965, China began to soften its pro-
communist stance in the Gulf and adopt an increasingly pragmatic ap-
proach toward the region, embodied symbolically in its withdrawal of
support to “The Popular Front for the Liberation of the Occupied Gulf”
insurgent movement in 1971. In the same year, China established official
diplomatic relations with Kuwait and Iran who also shared its anti-Soviet
stance.

The dramatic transformation in China’s Gulf policy was not initiated
until 1982 when the national delegation conference of the Chinese Com-
munist Party proposed abandoning the international strategy of “Marxist
class struggle” and prioritizing domestic “socialist modernization.” With
the focus turning to economic growth, China’s demand for hydrocarbon
products registered a rapid increase and it became a net importer of pe-
troleum in 1993. Considering that the Gulf countries are major suppliers
of global energy, trade and investment featured significantly in China’s
relations with this part of the world.2

Energy security constitutes the most important issue for China in the
Gulf region. In 2015, China imported 7.4 million barrels per day (b/d),
overtaking the 7.2 b/d imported by the US as the world’s largest oil im-
porting country. Energy giant British Petroleum has estimated that Chi-
na’s oil imports will increase to 13 million b/d, with its foreign oil de-
pendence increasing to 75 percent by 2035. Also, of China’s total for-
eign oil imports, Middle Eastern countries account for a substantial 43
percent. Saudi Arabia serves as China’s single largest oil-trading partner,
supplying 15 percent of the country’s total annual imports. Five out of
China’s top ten oil suppliers are located in the Gulf: Saudi Arabia, the
United Arab Emirates (UAE), Iran, Iraq, and Kuwait.4 Although China
is trying to diversify its energy supplies, it will remain dependent on the
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Gulf for years to come. Therefore, it is imperative for China to cooperate
with the Gulf countries in order to guarantee stable energy supplies from
the region.

Besides energy, China also has other parallel interests in the Gulf re-
gion, including political, economic and trade, and non-traditional securi-
ty interests.

Politically, China needs the Gulf countries to understand its position
on the issue of national unity, and desist from supporting the various
separatist forces; at the same time, China needs moral support from the
Gulf countries on some issues at the regional and international levels. As
highlighted by the Chinese media recently, the joint declaration signed
by China and the Arab states at the 7th China-Arab Cooperation Forum
held in Doha voicing Arab states’ support for China’s position in the
South China Sea disputes has been celebrated by the Chinese side as a
big diplomatic achievement in preserving China’s territorial sovereignty.

Economically and commercially, with some of the world’s highest per
capita incomes, the Gulf region is a vast and attractive market. The Gulf
countries have a growing young population, which means stronger con-
sumption demand. Thus, the Gulf region constitutes an important desti-
nation for China’s foreign investment. Thanks to mutual trust and coor-
dination at the governmental level, Chinese companies are generally
welcomed by the Gulf countries and face less hindrance for security rea-
sons than they do in the West.

In term of non-traditional security interests, the Gulf countries are
among China’s important partners in the fight against extremism and
violent terrorist forces. Such cooperation aims not only at preventing
foreign extremists and violent terrorist forces’ penetration into China,
but also at protecting the Chinese people and interests overseas from
these violent groups. In an interview to this author, a Chinese official
said that China had newly set up a bureau of security affairs within its
embassies in the Gulf region in order to strengthen information exchange
and policy coordination with local countries.

America’s Changing Policies in the Gulf Region

When one talks about China’s role in the Gulf, it is important to also
discuss US strategy in the region. The US is not only an integral part of
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the current strategic situation in the Gulf, but also a key force in shaping
the developments in this region.

The US role in the Gulf region widened after the British saw their
ability to defend their interests in the region swiftly decline in the late
1960s and withdrew from their “east of Suez” responsibility. The
“changing of the guard” of responsibility from the UK to the US oc-
curred over several decades from ““an interval of relatively low commit-
ment during the 1970s followed by two subsequent decades of increas-
ing involvement and concern.”

During the Cold War, the strategy pursued by the US in the Gulf was
shaped fundamentally by the US-Soviet strategic and ideological compe-
tition, which led to the close US alignment with the Arab Gulf monar-
chies. With the objectives of containing Soviet influence in the region
and ensuring continued access to Gulf oil, the US took the responsibility
for the security and stability of its local allies, which led to its “twin pil-
lar” policy involving Iran and Saudi Arabia.

After the Iranian Revolution in 1979 and the Kuwait war in 1991, Iran
and Iraq became “states of concern” or “rogue states” in the eyes of the
US and its closest ally Israel, due to the conspicuous challenge they
posed to the US constructed order in the region. Subsequently, contain-
ing regional anti-American powers, including state and non-state actors,
became the core strategy of the US in the Gulf, and it was also wel-
comed by the GCC countries which felt the threats from their big neigh-
bors more directly. By heightening international sanctions towards Iran
and Iraq, and deploying ground forces in Gulf military bases, the US
successfully achieved balance of power in the Gulf region during the last
decade of 20th century.

The focus turned on US security interests in the Gulf after the 9/11
attacks in the US. Although US-Saudi relations cooled slightly due to the
fact that a large number of the attackers were Saudi nationals, the Bush
administration still relied on Gulf allies in its counter-terrorism cam-
paign in the Middle East region, both financially and strategically. In
return, the GCC countries received a solid strategic commitment from
the US regarding their security and stability in spite of the turbulent situ-
ation in the region.
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The turning point for US-GCC relations happened came in 2008,
when the US witnessed the “shale gas revolution” and the global finan-
cial crisis simultaneously. In 2008, shale gas accounted for more than
half of the US gas output, signaling decreasing US dependency on Gulf
energy. At the same time, the economic decline that followed the finan-
cial crisis shifted America’s attention to its domestic issues, which put
the durability of its Gulf policies in question. What deepened the US-
GCC rift is the aftermath of the so-called Arab Spring, when the incon-
sistent policy and ambiguous stance of the US in the countries affected
by the protests made the GCC countries skeptical about the US during a
very turbulent period in the region. Just as Abdulaziz Sager, a Saudi in-
tellectual and the chairman of the Gulf Research Center, put it, “Despite
a long history of relations and mutual interest in the stability and security
of the Gulf region, the GCC states and the United States look as if they
are growing apart on an almost daily basis.”9

China’s Perspective on US Policy in the Gulf Region

In a strategic sense, the Middle East is an important global platform
where emergent issues often turn out to be crucial opportunities to adjust
relations between the big powers. Beijing has bargained hard, typically
expecting a quid pro quo, and sometimes has obtained concessions in
exchange for Chinese acquiescence to US moves in the Middle East. For
example, after the 1989 Tiananmen Square incident, China faced a se-
vere boycott from the West. But it was quickly relieved in large part due
to the Gulf war in 1990-1991, which forced the US to seek China’s sup-
port as a permanent member of the UN Security Council and neutral me-
diator in the conflict. In the late 1990s and early this century, Sino-US
relations went through a tense period, exemplified by the warplane clash
in the South China Sea. But after the 9/11 incidents in 2001, Sino-US
relations progressed smoothly since China chose to support America’s
global anti-terrorism policy. Thus, with extensive and important interests
in the Middle East, world powers easily get involved in major events
erupting in the region, which in a way also brings opportunities to adjust
their relations.

Notwithstanding this, China is concerned by US Gulf policy, as well
as its Middle East policy in general. China’s view is that the US strives
to form a unipolar structure in the region by itself. Once having mono-
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lithic hegemony, the Middle East will cease to serve as platform for big
powers to adjust their relations, as other non- dominant powers cannot
compete for influence with the hegemon and then lose their diplomatic
resilience and flexibility in the region. In that case, China has to seek
alternative means to deal with tensions in crucial moments. On the con-
trary, a bipolar and multi-polar structure provides Chinese diplomacy
with the required space and flexibility to win political support from the
Middle East countries. Additionally, one single power’s deep influence
over all major energy producing and exporting countries is a huge threat
to China’s energy security. As for economic and trade interests, the exist-
ence of unipolar hegemony might undermine China’s economic coopera-
tion and investment opportunities with regional countries.

Another Chinese concern regarding America’s policy in the Middle
East is that the US pursues democracy promotion, occasionally by
means of regime change, which, in China’s view, contributes to the on-
going turmoil in the region. In the latest China’s Arab Policy White Pa-
per released just before Chinese President Xi Jingping’s visit to the Mid-
dle East in January 2016, Beijing summarizes its policy towards the Ar-
ab states as “four supports”: China supports Arab states in following
their chosen paths; in resolving the region’s contentious issues through
political means; in achieving a win-win and joint development with Chi-
na; and in playing a bigger role in regional and international affairs and
in more effectively safeguarding their legitimate rights and interests.12
Unlike America’s ideology-oriented policy, China prioritizes political
stability and economic development over democratic transition in the
region.

China between Saudi Arabia and Iran

China views Saudi Arabia and Iran as major powers in the Gulf re-
gion, as well as in the broader Middle East. In Beijing’s regional calcu-
lus, keeping harmonious relations with both countries and maintaining
their political stability are in line with China’s best interest. However, in
the face of the complicated relations that Saudi Arabia and Iran have
with the US, and their strategically contentious relations with each other,
China often gets caught in a dilemma in navigating between Saudi Ara-
bia and Iran.
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First, China is unable to become a substitute for US power in the Gulf
region, which makes the US factor overwhelmingly affect China-Gulf
relations. For Saudi Arabia, the US military presence in region is the
necessary guarantee for its own security because Saudi military power
was not sufficient to defend its homeland over the past several decades,
and the protection and assistance of US military played a vital role in the
Saudis’ 1960s Yemen war, 1990s Gulf war, and the recent Yemen war.
China is not able to provide the same level of security protection as the
US to Saudi Arabia though the latter’s weight has increased significantly
in China’s interests in geopolitics, energy, trade, and non-traditional se-
curity. Therefore, Saudi Arabia’s reliance on the US will ultimately pre-
vent its relations with China from moving forward.

As for Iran, the US imposed long-term sanctions and isolated the Is-
lamic Republic after 1979 and considers anyone relieving Iran from its
severe economic situation as a challenge to the US Middle East strategy.
Having its own disputes with the US in East Asia, China is reluctant to
disagree with the US on another front, even though Iran almost certainly
regards China as an additional layer of insurance in the event of future
hostilities with the West.13 China’s cautious approach towards Iran is
conspicuously manifested by its consistent position on nuclear non-
proliferation and its rejection of Iran’s request for full membership in the
Shanghai Cooperation Organization (SCO) in 2008.

Second, Saudi-Iranian divergence puts China in the delicate position
of having to balance its Middle East policy. Historically China has been
an outsider in the Sunni-Shia conflict; however, China’s Muslim popula-
tion has been influenced both by Saudi and Iranian Da’wah influence
since China’s “open door” policy in the late 1970s, which has generated
divergent opinions on these two Islamic powers and their ideologies
within the Chinese Muslim community. Therefore, the Chinese govern-
ment consciously refuses to choose sides between Saudi Arabia and Iran
in order not to provoke domestic complaints about any biased posi-
tion.14 Besides domestic opinion, China finds it difficult to achieve its
“stability matters most” policy in the Middle East as it seeks not to of-
fend either country. The Saudi-Iranian competition is largely reflected in
the regional proxy war or opposition movements particularly after the
“Arab Spring” in 2011; the most typical cases are the Syrian and Bahrai-
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ni uprisings in which Saudi Arabia and Iran, respectively, have their
vested interest to topple the government. In Syria and Bahrain, China
only has minor business interests, but it is trying to minimize the spillo-
ver effect of instability in the region by advocating peaceful resolution
and supporting status quo governments, which is not appreciated by the
two sides.

Third, China does not perceive the Iran deal as the game changer to
its relations with the Gulf countries. Admittedly, Beijing expects to en-
hance its cooperation with Iran after the nuclear deal brings sanctions
relief to Tehran. For China, Iran’s geostrategic value is increased by its
continental position astride China’s main overland bridge to the west,
making it an indispensable anchor in the “One Belt, One Road” plan.15
Meanwhile, China has realized that sanctions relief also provides Iran
with cooperation options with the West, which probably will challenge
Chinese economic presence in Iran. In addition to the advanced technol-
ogy and management skills that would become available, economic rela-
tions with the West are tempting to Iran given its historical familiarity
with the western culture and its long-term aspiration to be accepted by
the international community as a regional power. On the other side, Sau-
di Arabia will potentially begin to strengthen ties with China, hedging
against its overreliance on the US. China would not miss the opportunity
to project its global objectives with the help of Saudi Arabia. Paradoxical
as it is, China’s balanced strategy between Saudi Arabia and Iran seems
more likely to continue than betting adventurously on either side.

China’s Strategic Interests beyond Oil

During the last decade, China has already replaced the US as the larg-
est trade partner of the GCC countries, with annual exports from China
to the GCC estimated at $60 billion and $101 billion from the GCC to
China in 2012. While acknowledging that China’s tremendous energy
demand strengthens the strategic partnership between China and the
GCC countries in trade and investment, one must notice that both sides
are expecting economic diversification rather than staking their relations
on depletable natural resources. Aside from importing oil and gas from
the GCC countries, China also sees the region as a prospective partner in
several other strategic aspects.
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First, given that China and the GCC countries have highly comple-
mentary economies, and China’s traditional markets like the US and the
EU have shown a decline in commodity demand, Beijing considers the
GCC countries as an alternative solution to keeping its foreign trade sta-
ble. According to Chinese Ministry of Commerce statistics, the trade
volume between China and 22 Arab countries reached $251.2 billion in
2014, and the six countries of GCC account for approximately 70 per-
cent ($175.25 billion).16 Based on the substantive exchange, China be-
lieves signing a free trade agreement, which has been proposed since
2004, could be mutually profitable and the negotiations are expected to
be completed during 2016 as a result of President Xi’s recent visit to
Saudi Arabia and the GCC headquarters.17 Besides, there are two more
incentives for China to build stronger economic relations with the GGC
countries. Firstly, state-owned enterprises and government-related enter-
prises play a prominent role both in China and the GCC countries, and
cooperation between them can boost the legitimacy of state capitalism in
the world. Secondly, both China and the GCC countries are among the
owners of the world’s largest sovereign wealth funds. Compared to their
enormous investments in the West’s market and government bonds, both
sides’ mutual investments are too diminutive to be mentioned. It is fairly
reasonable for China and the GCC countries to promote each other as
political and economic stakeholders by reciprocal investment.

In addition, China expects the GCC countries to integrate their bank-
ing and financial system into the emerging Renminbi (RMB) zone, by
handling payment, capital market, financial assets, trade and other busi-
ness in RMB as a basic international currency. In 2015, the Chinese cur-
rency RMB was included in the basket of currencies which make up the
IMF’s Special Drawing Rights, or SDR, and the People’s Bank of China
(PBOC), the Chinese central bank, developed an independent cross-
border payment and clearing system for the RMB, called the Cross-
Border Interbank Payment System (CIPS). The move highlights the
emerging internationalization of the RMB and the growing level of cross
-border RMB business. Given that the GCC countries possess sophisti-
cated financial institutions, China has taken steady steps to invite them
as key partners in the process, exemplified by establishing the first oft-
shore RMB clearing center of the Middle East region in Doha in April
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2015 and then opening the second pilot center in Dubai in December of
the same year. Moreover, with RMB-denominated contracts being used
in the International Board of Shanghai crude oil futures exchange trading
center, the cross-border RMB investment in commodities and financial
assets is becoming more popular. China is trying to persuade the GCC
countries to incorporate their massive energy trade with East Asia into
the center, aspiring to promote China’s future pricing power in global
energy markets.

Third, “promoting institutional reform in global governance” is
among the goals of China’s diplomacy. China considers the GCC coun-
tries as presumptive allies in building up emerging countries’ political
and economic clout on the global stage. Both China and Saudi Arabia
are members of G20 which serves as the main platform for maintaining
global economic stability and translating economic magnitude into a
proportionate political voice. The reality, however, is that emerging
countries’ economic development cannot either be sustainable or trans-
form their disadvantaged position in the world unless they narrow down
the industrial and technological gap with the developed countries. And
so, China and the GCC countries share similar interests on the issue of
carbon emissions trading to acquire enough emissions quota for the in-
dustrialization of developing countries when negotiating climate change.
With respect to technology, China seeks to promote in-depth cooperation
with the GCC countries in renewable energy, including solar power,
wind power and nuclear power, since the unique climatic and geographic
environment of the GCC countries contains relatively advantageous con-
ditions for renewable energy production and research. There has already
been progress in this field such as the Chinese Academy of Science and
SABIC’s joint program on chemical material innovation and increasing
solar energy product exports from China to the UAE. By collaborating in
emerging technological innovation, China and the GCC countries could
possibly amend their overdependence on fossil fuels and take the lead in
a future industrial revolution.

Conclusion

Although the US-GCC alliance has been accustomed to ups and
downs over the years, recent developments might imply an unprecedent-
ed structural change in their relationship. The most profound and signifi-

Issue (3) 2018 24



g g')
%

2% N ;‘
%P"Sptc\“.?

cant event is the rise of Iran and the US- Iranian rapprochement signaled
by the Iran nuclear deal in 2015. Being excluded and ignored in the ne-
gotiations with Iran, the GCC countries feel that their own strategic in-
terests have been sidelined in US Middle East policy. Meanwhile, Amer-
ica’s “pivot to Asia” strategy looks increasingly like a retreat from the
Middle East. The renewed talk in American policy circles about “energy
independence,” this time with more credible evidence to back it up, just
adds to Gulf worries that Washington has downgraded the Gulf region
and that the pivot is really a retreat.

So how does China view the purported change in US-GCC relations?

With respect to the divergent strategic judgments of China and the
US, a leading scholar on nuclear security Li Bin encapsulates this differ-
ence precisely in one of his articles: “Unless the price is unaffordable,
the US usually isn’t reluctant to sacrifice economic interest for security
interest. However, China evaluates economic interest as the same level
with security interest, and sometimes economic interest even wins more
attention.” Based on this perception, China does not expect the US to
retreat from the Middle East in the near future due to the unceasing
threat of global terrorism and, therefore, continues to cooperate with the
US on issues of mutual concern, though there might be contradictions in
their views from time to time.

Amidst accelerated tension in the South China Sea, China views the
Gulf region as an alternative platform where it can act as a benevolent
partner with the US. The stability of the GCC countries serves both Chi-
na’s economic interest and America’s security interest. The two coun-
tries can reach consensus on several issues such as preventing conflict,
counterterrorism, UN peacekeeping deployment, and economic develop-
ment in the region. For China, cooperation with the US in the Middle
East not only mitigates the risk of global power conflict, but also allows
it to understand the complicated regional situation by learning from vet-
eran stakeholders like the US.

Without doubt, China has gradually been constructing its unique vi-
sion for the Middle East region, the Gulf in particular, since current Pres-
ident Xi came to power. The “One Belt, One Road” initiative promulgat-
ed by the Chinese president conspicuously represents China’s ambition
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to promote prosperity in Pan-Eurasian continent. Given the GCC coun-
tries’ strategic location at the junction of the land and maritime Silk
Road, it is vital for China to bring constructive initiatives to the region
rather than being confined to energy trade.

At the 6th China-Arab Cooperation Forum held in 2014, Chinese
president Xi categorized China’s future cooperation with the Arab coun-
tries into a “1+2+3” structure, namely energy as the core, accompanied
by infrastructure construction and investment facilitation, with break-
throughs in nuclear energy, aerospace, and renewable energy. Chinese
policymakers fully realize China’s advantages and weaknesses in engag-
ing with the GCC countries. In terms of political maneuver, China is still
inexperienced with little knowledge about the region. However, it has
noticed the urgent need and intention of the GCC countries to achieve
economic development and industrial growth, which is highly compati-
ble with China’s manufacturing and innovation capacities. By participat-
ing in the GCC countries’ post-petroleum transformation and bonding
their future prosperity with Chinese institutions, China is incrementally
building up its competitiveness in the region.
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