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Abstract

All of a sudden, in the post-Soviet era, Central Asia and the Caspian Sea region has become the focal point of international attention. Not that political instability, ethnic insurgence and rise of Islamic fundamentalism are the factors for drawing world attention but it is the huge reserve of untapped hydrocarbon resources which has catapulted this region into focus. Obviously, a scramble has begun with the erstwhile master of this region—Russia and extra-regional players like the US and the West, Turkey, Iran and China. Balancing the major external players in this region has become both a survival strategy and a means to reach developmental goals for the, Caspian littoral states of Kazakhstan and Turkmenistan in Central Asia and Azerbaijan in the Caucasus along with Uzbekistan, which is not a Caspian littoral but a major gas producing state of Central Asia. Therefore, what has emerged in the present [scenario] situation is a Great Game Rivalry. This paper will try to highlight the major clash of interests of the key players in the Central Asia and Caspian Sea Region and the ensuing reactions of the Caspian littoral states of Central Asia.
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Introduction

In the post-Soviet era there has been a growing interest in the energy resources of Central Asia and the Caspian Sea Region. Before the disintegration of Soviet Union, this entire area lay within the Soviet sphere of influence. Therefore, it attracted least attention of the world community. However, following the break-up of the Soviet Union the entire resource rich Caspian and Central Asian region have moved out of the Soviet sphere of influence with the declaration of independence of Azerbaijan, Kazakhstan and Turkmenistan, Uzbekistan. Thereafter, external players like the US, Iran, Turkey and China along with Russia are showing their interests in the resources of this region. Thus, the region has turned into a hotbed of Great Game Rivalry. This paper will try to identify some of the political and economic interests of the big powers vis-à-vis the smaller ones while unfolding the oil politics in Central Asia and Caspian Sea region.

Energy Reserve of Central Asia and Caspian Sea Region
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Map showing the Caspian Sea region and the littoral states

Central Asia and the Caspian Sea region are blessed with rich energy resources. However, most of the oil and gas reserves in this region remain undeveloped and unexplored.  The Caspian Sea is 640 miles long. As per some sources, the Caspian basin contains over 16-32 billion barrels of proven oil reserves and possible reserves of oil could be even more substantial in the range of 180-190 billion barrels. Proven natural gas reserves in this region are estimated at 236-237 trillion cubic feet while possible gas reserves are estimated about 600 trillion cubic feet.1 Central Asian states of Kazakhstan and Turkmenistan and the Caucasus state of Azerbaijan are also the Caspian littoral states and are therefore, endowed with huge oil and natural gas reserves. Besides, Uzbekistan, which is not a Caspian littoral, never the less, is Central Asia’s largest natural gas producer. Table 1 below roughly gives an idea of oil and gas reserve of this region.

Table 1

Oil And Gas Resources of Caspia and Central Asia (*)

	Country            Proven            Possible             Total              Proven            Possible            Total

                            Oil                Oil                      Oil                  Gas                  Gas                 Gas

                                             (Billion Barrels)                                                  (Trillion Cubic Feet)

	Azerbaijan       3.6-11                27                    31-38                11                     35                   46

	Kazakhstan      10-16                 85                    95-101              53-83                88            141-171

	Russia                0.2                    5                       5.2                    N/A               N/A                N/A

	Turkmenistan   1.5                    32                    33.5                 98-155             159             257-314

	Iran                     0                     12                      12                      0                    11                 11

	Uzbekistan     0.2-0.3                  1                   1.2-1.3               74-78               35             109-123


Source: Rajan Menon, “Treacherous Terrain: The Political and Security Dimension of Energy Development In the Caspian Sea Zone”, NBR Analysis, Vol 9, No.1, February, 1998, p.11 2
(*) The energy wealth of Russia and Iran depicted in the table covers only their Caspian Sea zone.

From the above table it becomes evident that Kazakhstan and Azerbaijan are major oil producing states in the Caspian region. Other countries in this region like Turkmenistan and Uzbekistan have not made substantial progress towards developing their hydrocarbon resources since their independence. Currently, the development of the region’s oil resources comprises three major projects of Tengiz and Karachaganak (in Kazakhstan) and Azerbaijan's Azeri, Chirag, and deepwater Gunashli (ACG) field. Combined, these three projects produced an average of 693,000 bbl/d from Jan.-Sep. 2006, roughly 30 percent of the regional total.3 These huge energy reserves, mostly untapped, have turned this region into a hotbed of rivalry and contest among extra-regional powers in their bid to win over allies to establish control over these vast natural resources and to diversify their sources of gas and oil imports.

The Caspian Legal Regime Dispute 

The first and foremost rivalry that springs in this region is from the long-standing Caspian legal regime dispute. The basic framework for the legal status was determined by the Soviet-Iranian agreements of 1921 and 1940, which did not directly address the Iranian or Soviet territorial sovereignty in the Caspian. The 1921 Treaty implicitly gave Iran the right to deploy navy in the Caspian Sea and the Soviets the responsibility of its Security. The 1940 agreement reserved a ten-mile wide area off the coast of reach country for exclusive fishing zones without any reference to either country’s sovereign rights.4
Matters became more complicated after the disintegration of Soviet Union and emergence of independent states around the Caspian. Currently, Caspian Sea is the property of five littoral states---Russia in the north, Iran in the south, Kazakhstan and Turkmenistan in the east and Azerbaijan in the west. Initially, the Iranian-Soviet stand was that the Caspian water body was a closed lake and not a sea and thus the 1921 or the 1940 agreements did not specify any divisions of the Caspian sea but treated it as a common property of all the littoral states with rights to exploitation of resources and navigation subject to agreement of all the five countries. But this view is no longer shared by Azerbaijan, Kazakhstan and Turkmenistan because they account for about 80-90 percent of about 115-130 billion barrels of proven oil resources in this region whereas the share of Iran and Russia seem to be negligible.5 Therefore, if Caspian is given the status of sea then with the application of the 1982 Law of the Sea Convention, these three states would have major shares of Caspian hydrocarbon resources. However, Russia, realizing the huge potential of natural resources, budged from its initial position and in April 1998 Moscow and Baku had agreed to divvy up the Caspian seabed on the basis of ‘middle line’ and other principles of International law.6 Later, in July 1998, Russia and Kazakhstan signed a landmark agreement by which both agreed to divide the northern part of the Caspian Sea on the basis of national sectors. Turkmenistan gave its endorsement and Iran was left isolated clinging to its rigid position treating the Caspian water body as a closed lake.

However, Iran adopted measures, which were quite contrary to its stand on the Caspian. In 1998 it signed a major deal with the Anglo-Dutch Shell and Britain’s Lasmo to undertake oil and gas exploration though earlier it had resented Azerbaijan’s unilateral energy agreements with foreign oil companies. This was resented by Azerbaijan as it thought that the area was falling under Azerbaijan’s seabed and territorial waters. Earlier, Azerbaijan, Kazakhstan and Turkmenistan had exerted their sovereign rights and formed international consortia and even called for tenders for exploration of oil and gas like the Azebaijani International Oil Consortium (AIOC), Turkish Petroleum and the Azebaijani State Oil Company (SOCAR) and Caspian Sea Consortium (CPC) formed by Kazakhstan. Russia however, has serious reservations about these international consortia for it was never invited though some of its private agencies as Rosneft, Loukoil etc are members of these consortia. Thus, rivalry and competition has been set into motion in the Caspian Sea region primarily due to the uncertainty of its legal status and clash of interests of the key players.

Political and Economic Interests of External Players in the Region

The huge reserves of oil and natural gas and uncertainty of the legal status of the Caspian have turned this entire Caspian Central Asian region into the new theatre of fierce commercial competition and geo-strategic rivalries. There is also competition among key players regarding determination of export routes to the world market. It would be pertinent to analyze the political and economic interests of the key external players in this region and the ensuing reactions of the internal players.

The Russian Interest- Russia has been the key player in this region for long. In fact, before the break-up, the entire region, the Caucasus and Caspian Sea region were under the sway of the former Soviet Union. The Russian interest in this region dates back to the time of Tsar Peter the Great. Tsarist incursions deeper into Central Asia were in part a response to British expansion into Afghanistan in early twentieth century. This strategic contest came to be known as the Great Game.7 Later, with the Bolshevik Revolution of 1917 and ushering in of the Communist period in the Soviet Union, Russia’s hold over Central Asia became stronger. Josef Stalin’s policy to ‘Sovietize’ and ‘Russify’ Central Asia in the 1920s were nothing but efforts to keep this soviet sphere of influence intact. Stalin’s legacy was continued by his successors though with much lesser ruthlessness till the time of Gorbachev when his policy towards Soviet Central Asia aimed at removing the old vanguards of political authority from key positions, mostly placed by Khrushchev in the 1960s. His policy exhibited myopic visions and resulted in ethnic backlashes and political instability in this region. Finally, with the fall of the Soviet Union five new states emerged in Central Asia endowed with huge resources but uneven and low economic development. 

From a geopolitical perspective, the entire Central Asian and Caspian Sea region is strategically located on Russia’s southern periphery. The southern periphery has always been a vulnerable area and the security of this area was maintained by Russia even at a great cost. But with the disintegration of the Soviet Union, this southern periphery went out of the Russian sphere of influence making it unguarded and vulnerable. Moreover, the ethno-political and religious nationalism coupled with threats of local wars and regional conflicts make this area more unstable and weak. Russia is apprehensive of another Yugoslavia like situation in this region as already is seen in Chechnya. Russia is apprehensive about the forces of aggressive nationalism and religious fundamentalism arising from ethnic and religious considerations engulfing the Balkans, which has led to the emergence of an area of instability stretching from the Balkans via the TransCaucasus to Central Asia. 

The Eastern part of the Caspian Sea region comprising the major Central Asian states of Kazakhstan, Uzbekistan and Turkmenistan are part of the Commonwealth of Independent States (CIS) but they have differences over major issues with Russia like with Kazakhstan regarding citizenship and language policy and with Uzbekistan for its desire to become another major player in the region. Turkmenistan, somewhat maintains a stable relationship with Russia. However, Kazakhstan and Turkmenistan are bent on preventing a Russian monopoly over their energy resources and hence they are keen to lay the pipelines bypassing Russia.

The Western part of the Caspian region comprising Azerbaijan, Armenia and Georgia has emerged as a constant source of worry for Russia. Except Armenia, Georgia and Azerbaijan are always making efforts to reduce Russian influence in this region. Thus they have sought to forge ties with Turkey, USA and other Western powers for technological and military support and they have received favourable response from these external players.  

Thus, in the Post-Soviet era, Russia failed to build up a belt of security and stability by developing friendly and good neighbourly policies with the newly formed states around its southern periphery. Russian attempts to evolve integrative and friendly relations with the CIS countries failed. Part of the failure may be seen as the delay by Russia to react to the geo-political changes since 1991. The Collective Security Treaty (CST) of May 1992, was expected to ensure the much needed Russian security but it failed dramatically due to uncooperative attitudes of most of the key states of the CIS like Georgia and Azerbaijan. They joined much later and Azerbaijan, Georgia and Uzbekistan refused to sign for the renewal of the Treaty and withdrew from the Treaty instead. Hence, by the turn of the new millennium Russian security interests are at stake in the southern direction.

The Russian geo-political considerations intertwined with its security have made it more interested in this area. Though it may not be interested in exploiting its energy resources of the Caspian Sea region immediately, it wants to ensure control over this energy reserve for future. It is also interested in the question of oil transportation routes and always tries to ensure that it is not bypassed. Under Russian pressure Azerbaijan agreed to transport part of its oil through Baku-Novorossiysk. Even the Caspian Oil Consortium (CPC) has to transport oil along the southern part of Russia to Novorossiysk.

Day-by-day this region is becoming more complicated for Russia to exercise its erstwhile control. The states located around the Eastern and Western part of the Caspian sea region have used the oil factor to win over allies and the Western approach has been conditioned by the existence of huge energy reserves in this region.

The American Interest- The post-Soviet era witnessed a growing American interest in this region and undoubtedly the reason can be found in the rich energy reserves of the Caspia. The prime reason for such an active US interest is its search for an alternative to the Persian Gulf energy reserve. The Yom Kippur war of 1973 had been a hard lesson for the Western powers as they realized that sole reliance on the Persian Gulf oil would increase their dependence on the OPEC countries which would be utilized by them whenever their interests are jeopardized by the Western powers. Therefore, Central Asia and the Caspian Sea region provide viable alternative for the US and the West. Multiple Pipeline Strategy has now become the major objectives of the US and the West in order to ensure secured and commercially viable routes for export of oil and gas to the global market. Thus the US and the West are on the look out to counter Russian intention of spreading it hegemony in this area by adopting good neighbourly policy towards the states in its southern periphery and thereby creating a belt of stability and security around this region. Particularly, the US wants to ensure :

(a) Preservation of the independence and economic viability of the New Independent states in cooperation with other western countries and

(b) Existence of Russia not as a dominant partner but rather an equal partner in developing oil resources of Central Asia and the Caucasus.8 
Another important reason for US involvement in this region is the promotion of interests of the US oil companies which have huge stakes in the Caucasian and Central Asian region in discovering and developing energy resources. In other words America considers this region well within its vital interest zone. This reminds one of the Carter Doctrine of 1980. On 23 January 1980, in his state of Union address the then US president Jimmy Carter proclaimed, “any attempt by any outside force to gain control of the Persian Gulf region will be regarded as an assault on the vital interests of the United States. It will be repelled by the use of all means necessary, including military force.” 9 A resonance of this doctrine coupled with Western military presence can be found in the Central Asian-Caucasus region. The eastward expansion of NATO is a pointer in that direction. 

The US and the West have made their presence felt in this region even with military might as seen with the expansion of NATO deeper into this region. Obvious reason behind such eastward expansion of NATO is to thwart Russian leadership and contain Russian influence in this region. Most of the Caspian Sea region countries have joined the Partnership For Peace (PFP) Programme of the NATO and since then their interconnectedness with NATO countries has increased. Individual Partnership Action Plans (IPAPs) have started with Georgia in 2004, Azerbaijan in 2005, Armenia in 2005 and Kazakhstan in 2006. Georgian membership of NATO is also under consideration. But it seems that the US and the West are interested in this region as far as the energy reserve is considered and the security of transportation routes are involved. It would be hard on their part to get involved in the internal affairs of the CIS states. 

This eastward expansion of NATO has raised apprehensions in the Russian mind. It feels that NATO’s expansion is nothing but another attempt by the West to marginalize Russia by depriving it of its allies in this region, which so far has been Russian’s vital sphere of interest. This would tantamount to decreasing Russia’s image and influence in this Caspian Sea region and Central Asia and not to leave out the Caucasus. To prevent this isolation drive on the part of the West, Russia joined the PFP Programmes of NATO. It further signed the Russia-NATO Founding Act on 27th May, 1997, resulting in the creation of the Russia-NATO Joint Council. Moscow though disliked the idea of military exercises under the PFP Programme in the three Central Asian states in September 1997 and September 1998, yet it sent its troops in the exercises to avoid isolation. 

Further, the US and Turkey, its ally in this region, have tried to discuss issues pertaining to transportation routes of oil and gas with Azerbaijan, Georgia, Kazakhstan and Turkmenistan often bypassing Russia. Therefore, the geo-politics of this area is becoming complicated day by day. 

Iran, as we have seen in the dispute over Caspian legal status actively expressed an interest in this region. However, it does not have the capacity to woo the Caspian Central Asian states like the US and its allies in terms of aid and economic benefits. Never-the less, it is bent on maintaining closer ties with Armenia, Turkmenistan, Uzbekistan and Kazakhstan as well as Turkey and Russia and ensure that its interest in the Caspian region is not hindered. 

Turkey, besides, nurturing the idea of re-establishing ethnic ties with Turkic ethnic groups in the Caspian Central Asia states, is also eager to cultivate its relations with the Caspian states, in order to carry out the Caspian oil through Turkey though the routes pose serious problems of political instability. This was achieved when the Baku–Tbilisi–Ceyhan pipeline opened in 2006 allowing Azerbaijan oil to flow straight to the Turkish Mediterranean port of Ceyhan.

China too exhibits an interest in this region with a desire to secure additional supplies of Caspian oil via overland routes, which would reduce its dependence on sea-born supplies from the Persian Gulf. Xinjiang provides the link to Central Asian market. Above all, there is also a geo-strategic interest involved. China is keenly interested in ensuring a politically and economically stable Central Asia in order to guard its own Xinjiang-higher Autonomous Regions which might come under the spell of rise of ethnic and Islamic consciousness in Central Asia due to their ethnic and religious connections with the Central Asian people. Further, to counter the US presence China has also formed the Shanghai cooperation Organization (SCO) comprising Russia and the Central Asian states with Iran, India, Pakistan and Mongolia as observers. It is at a very nascent stage and only time can say how it is going to influence Central Asian politics.

India too has a growing interest in Central Asia. She is interested in movement of her goods into the Central Asian markets. Thus, India signed a trilateral MoU with Iran and Turkmenistan on April 18, 1995 to provide rail and road access for Indian goods to Central Asia via Iran and vice versa. India’s interest in Central Asia and Caspian Sea region is also conditioned by its burgeoning energy requirements. It envisages a cheap and reliable route for the supply of Caspian and Central Asian oil and gas to South Asia through Iran, Afghanistan and Pakistan. But the route has its own difficulty due to political instability in these countries coupled with the trust deficit present in the Indo-Pak relations. Never-the-less, India, is making an all out effort to make this pipeline become a reality. Hence, it is trying to reduce the trust deficit with Pakistan, nurture good relation with Afghanistan and cautiously cultivate relations with Iran even in the face of impending sanctions and strong reactions of the world community against Iran’s nuclear programmes.

The Great Game is On: Pipeline Politics in Central Asia and Caspian Sea Region

A modern version of the old Great Game has started between Russia and the West, led by the US and facilitated by Turkey, an ally of the West, on the one hand and on the other, Russia is pitted against the other Caspian littoral states in Central Asia and the Caucasus. Russia’s southern periphery stands threatened with the on going oil politics and the presence of Western powers coupled with the eastward expansion of NATO. A clash might be inevitable in the future if Russia tries to assert its erstwhile control in this region. The Russia-Georgia mini-war over South Ossetia of August 2008 can be seen as a precursor to a major confrontation along its southern periphery.

The bones of contention are explorations and development of oil and natural gas and finding out alternative routes for the Caspian oil. Traditionally, Moscow discouraged the development of Caspian oil to avoid competition for its own oil flowing from Siberia. It considered the Caspian and Central Asian region within its sphere of influence and exerted control over the access routes for the resources of this region. Thus, predominantly all gas and oil pipeline and transportation routes pass through Russia and from the above discussion one sees how Azerbaijan was forced by Russia to transport its oil through the northern route, from Baku to Novorossiysk.

On the other hand, the US and the West want secured transportation of Caspian oil and gas through multiple routes reducing their dependence on Russia and at the same time bypassing Iran. The most favoured Eurasian route is pipelines from Turkmenistan to Turkey via Georgia bypassing Iran. The western route comprises pipelines running through Turkey, Azerbaijan and Georgia bypassing both Iran and Russia. The Baku–Tbilisi–Ceyhan pipeline is the most expensive pipeline of this route. Another less expensive western route is one linking the Caspian to the Georgian port of Supsa on the Black sea. But this route suffers from political instability in Georgia arising from the secessionist movements by the South Ossetians and Abkhazians. The southern route through Iran is not promoted by the West due to presence of Islamic fundamentalism. The eastern route involves Chinese and Kazakh energy deals, which might be worked out in the future. Another US favoured route is the southeastern route linking Turkmenistan with the Pakistani port of Gwadar through western Afghanistan. But this route has become uncertain due to 9/11 attacks on America and the ensuing “war on terror” in Afghanistan.

At present, four main pipelines, the Baku-Tblisis-Ceyhan, the Baku-Novorossiysk, the Baku-Supsa, and the Caspian Pipeline Consortium (CPC) is expected to carry the majority of the region’s oil and gas resources to the West. The Baku-Supsa, Baku-Novorossiysk and Baku-Batumi rail routes also transport oil and gas, but these may be phased out with further expansion of larger pipelines. 

Undoubtedly, the huge energy reserves have attracted the major petroleum companies of the world to enter the Central Asian markets. Thus in the post-Soviet era, Russia and the United States and its allies are interested in exerting their political influence to ensure the security of economic interests in this region. On the other hand, for the Caspian littoral states, balancing the key players is crucial for survival and protection of their political and economic interests. There is thus, the emergence of a new kind of balance of power in the Caspian area and only the future will tell the trend of oil politics in this region as more and more untapped energy reserves are developed and ready for export.

Conclusion

The Caspian Central Asian states have come to the forefront with the American war on terror. The war on terror gave the US an opportunity to establish a foothold in this region, which had been considered as Russia’s backyard. Less publicized thus little known is the fact that in the name of war on terror the US has deployed its forces in various Central Asian countries. A number of former Soviet military bases have now been transformed into US forward bases for military operations in the Middle East and Eurasia. Former US Secretary of State, Colin Powell categorically stated that the US interest and presence in Central Asia would be of a kind that could not have been dreamed of before the 9/11 tragedy.10 This became evident during the 2008 Russia-Georgia mini war over South Ossetia when the US was gearing up the NATO with an intention to protect the expensive Baku-Tblisis-Ceyhan pipeline. Thus, American presence in the Caspian and Central Asian region can no longer be denied. Russia has to accept the reality and devise its policy likewise. There is every possibility of Russia losing its allies and becoming isolated in this region, as already some of the CIS states are non-cooperative towards Russia.
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