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There are no greater powers today than the United States and China, and there is no more
important region than the Middle East…Something important is going to happen in this
geopolitical intersection.1

Scholarship on bilateral relations between China and the United States often focus their
analyses on East Asia. It is logical since the most salient issues in their relations are located in
that region. However, this situation is undergoing subtle changes as China rises up as a global
power. As a result, its bilateral relations with the US have naturally been affected. Among the
places in the world where China is playing an increasingly active role, it is perhaps the
Persian/Arabian Gulf (the Gulf) – a strategically important region to the US – where calculations
of cooperation or confrontation will add to the already complicated US-China relations. Analysts
and scholars have observed that the Gulf is no longer of peripheral to China, nor is China a
marginal player in the region.2 As Jon Alterman and John Garver propose, a US-Middle EastChina triangular relationship is gradually taking shape.3
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In this triangular relationship, the Strait of Hormuz (the Strait) is a sensitive place to all
parties. This paper first describes the natural features and geopolitical importance of the Strait,
then it lays out the debates within China on how it can overcome its strategic weakness at the
Strait. Lastly, it analyzes the positions of the US and Gulf countries. Due to the complex energy,
political and military issues involved around the Strait of Hormuz, the paper, therefore,
concludes that it can serve as an important barometer for measuring the power dynamics in the
larger US-Gulf-China triangle.

The Strait of Hormuz
The Strait of Hormuz is the only link between the Gulf and the open water of Arabian
Sea and Indian Ocean. It lies between Iran and a tiny separated territory of the Sultanate of Oman
on the Arabian Peninsula. Measured along the median line, the Strait is about one hundred and
four miles long but narrows to only twenty nautical miles at the northeastern end between Larak
Island on the Iranian side, and the Quioins on the Omani side.4 On average, there is an oil tanker
navigating through the Strait every eight to ten minutes. Four million tons of oil passes by every
day.5 However, even guerillas armed with Soviet-made Katyusha rockets, or any other rockets
with a range of eleven hundred yards could hit the tankers.6 Therefore, the Strait is vulnerable to
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piracy, military conflicts and terrorist attacks. It is widely known as one of the choke points in
world oil supply chains. Historically, great powers had always tried to control this Strait. The
Portuguese capture of the city of Hormuz in 1515 was followed by nearly a century of its
supremacy in the region. Anglo-Dutch and Anglo-French rivalry also played out at this Strait
before the British achieved hegemony, which lasted until the beginning of the twentieth century.
The US and the Soviet Union (the Soviet) competed during the Cold War.7 Now at the turn of
the twenty-first century, whereas US remains a dominating power, China is becoming
increasingly aware of its importance.
These physical and historical features of the Strait are the basis for strategic concerns of
US and China. Oil supply transportation from the Gulf region to both of them goes through the
Strait. At present, one of China’s strategic weaknesses in the region is its dependence on US
naval protection for its oil tankers at this crucial point. Should the narrow strait subjected to
regional instability, or should US-China relations turn sour, China’s oil supply could be cut off.8
Beijing is keenly aware that “free-riding” is not a long-term solution. Neither China nor the oil
exporters in the region are able to challenge US military supremacy. Therefore, debates have
been going on within China on how to find solutions.

China
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China became a net oil importer in 1993, the world’s second largest oil consumer and the
third largest oil importer in 2003.9 At present, about fifty-five percent of its oil imports come
from the Middle East.10 According to China’s own assessment, that figure may rise up to sixty
percent by 2020.11 The International Energy Agency forecasts that China will import seventy
percent of its oil from the Gulf Cooperation Council by 2015.12 The United States Department of
Energy estimates that twenty-four percept of China’s oil imports travel through the Strait of
Hormuz.13 Most of China’s imported oil is transported by tankers through sea lanes across the
Gulf, the Arabian Sea, the Indian Ocean and the South China Sea. Along these sea lanes there are
two strategic straits—the Strait of Hormuz and the Strait of Malacca. Discussions are under way
about the solutions to China’s “Malacca Dilemma.”14 However, much less attention is being paid
to the Strait of Hormuz. Therefore, this paper focuses on the latter. China’s energy security
requires smooth transportation. In passing through the Strait, oil tankers need to be protected by
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strong naval capabilities. China is making efforts towards achieving this goal. However, three
major obstacles remain.
First, China’s navy modernization has yet been oriented towards protecting its energy
security. Although some western observers assert that the lack of an aircraft carrier is a major
challenge,15 and there are on-going debates among Chinese civilians on whether China should
build or purchase its own aircraft carrier,16 military analysts in China are more aware that the key
solution lies in the long-distance blue-water navy and its required auxiliaries, such as long-range
oilers and resupply ships.17 Increasing naval capabilities in distant areas can significantly
improve China’s energy transportation security. Yet to date, China’s naval modernization efforts
have been mainly oriented to the defense of China’s maritime periphery. As Andrew Erickson
and Lyle Goldstein observe, debates on the development of blue-water navy still remains
relatively modest and restrained.18 This is due to domestic bureaucratic and political wrangling
for defense budget and procedure priorities. China’s army forces, rather than the navy, often
have a greater portion of the military budget.19
Second, the interests of the shipbuilding industry and oil companies in China are not
always well matched. Although China’s shipbuilders and oil companies support national energy
security goals in their rhetoric, commercial forces often determine their business plans. For
example, China’s rapidly developing shipbuilding industry has focused primarily on commercial
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vessels. Whereas Chinese shipbuilders mainly transport oil for other countries for profit, the
Chinese oil companies have to rent other countries’ oil tankers to transport oil from the Gulf
back home.20 Currently, China-owned tankers can transport less than twenty percent of China’s
oil imports.21
A third obstacle is that China does not have one central authority that can coordinate the navy
modernization in the military, shipbuilders, and oil companies in order to achieve China’s energy
transportation security. China established a Ministry of Energy in 1988, only to disband it five
years later in an effort to downsize its bureaucracy.22 At that time the leadership still thought
China could remain energy self-sufficient.23 However, the fast economic development in the past
fifteen years drastically increased China’s demand on energy. In 2003, National Energy Bureau
was created under the National Development and Reform Commission, which reports to the
Chinese State Council. In 2008, National Energy Administration was established but lacked
power to carry out its tasks because the energy sector management was spread between various
agencies. Finally, a new National Energy Commission was just established in January 2010 to
coordinate overall energy policies for China.24 Its effectiveness remains unclear.
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Facing these difficulties, some scholars propose alternative solutions to the weakness of
China’s oil transportation security at the Strait of Hormuz. They suggest that China diversify its
oil suppliers as well as how that oil is delivered.25 China is tapping possibilities in Central Asian
and Russian oil reserves. It is also constructing pipelines to transport oil from these regions.26
For example, in December 2005, China National Petroleum Corporation inaugurated an oil
pipeline running from Kazakhstan to northwest China. It is the first time that China secured a
source of imported energy that is not vulnerable to US control.27 Moreover, Iran and China are
also cooperating in building pipelines to link the Iranian oilfields in the southwest to the Caspian
Sea in the north, so that shipments of Iranian crude oil can then be easily transferred to pipelines
between Kazakhstan and China.28
However, despite China’s effort to diversify oil supply, the Gulf is at present still its
major source of oil import. There is another school of thought that proposes to avoid the Strait of
Hormuz. Some suggest construct an inland tunnel in the United Arab Emirates (UAE) so that
China’s imported oil from Saudi Arabia, Kuwait, Iraq and Qatar can be transported over land.
The proposed beginning and end points of the tunnel is Abu Dhabi and Fujairah. These two cities
of the UAE are at the two “waists” of the pointed land of the Arabian Peninsula. Such a tunnel
can not only avoid transporting oil supplies through the Strait of Hormuz, but also shorten the
transportation miles and costs.29 To turn this design into a reality, however, it requires the
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cooperation and coordination from the UAE, Oman, and possibly Saudi Arabia. Although China
maintains friendly relations with these countries, it is not easy to gain consensus from all of them.
Also in an effort to avoid the Strait of Hormuz, China has constructed a deep water port of
Gwadar in Pakistan. It can transport the oil supply from Iran over land. It is often seen as China’s
strategic design in counterbalancing the US navy domination in the region.30 The first tunnel
construction proposal in the UAE is currently still under discussion. The second port
construction plan is already a reality. Port Gwadar opened in March 2007.

The United States
During the Cold War, the main objective of US policy in the Gulf was to block the
influence of the Soviet. With the collapse of the Soviet, the US has become a dominating power
in the region. It is accustomed to the prevailing order and committed to its preservation.
Nevertheless, debates in China to enhance its oil transportation security have raised US concerns.
Although China’s considerations reflect assessment of its own interests in the region, the US
often interprets it as potentially undermining its interests.31 The US and China have not yet been
on a collision course in the Gulf, but the energy and military issues related to the Strait of
Hormuz might evolve into a key irritant in their bilateral relations in the future. Therefore, the
Strait can serve as a barometer in measuring the power dynamics.
The US pays great attention to the importance of the Strait of Hormuz. The US has
military deployment in the Gulf region. It is undoubtedly the dominant power at present. As long
as China is not confronting the US on its Middle East policies, it is happy to provide protections
for Chinese oil transportation. American analysts follow closely on the various debates going on
30
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in China and are familiar with the major scholars and journals that deal with issues related to the
Strait of Hormuz.32 However, the divergent voices coming from China’s shipbuilding industry
and the military make it hard for the US to assess whether China’s naval modernization efforts
will have an immediate impact on its energy transportation security.
In 2003, an independent task force, sponsored by the Council on Foreign Relations and
Maurice R. Greenberg Center for Geoeconomic Studies, issued a report on the Chinese military
power, which concludes that “the People’s Republic of China is pursuing a deliberate and
focused course of military modernization, but that China is at least two decades behind the
United States in terms of military technology and capability,” and that “China is a regional
power and the Task Force does not envisage China becoming a globally committed military
power in the next two decades.”33 Although China has emerged in recent years as a highly
efficient manufacturing center and an increasingly powerful competitor in global markets,
converting economic to military power will proceed much more slowly.34
This view is echoed by diplomats in China. In the short term, “China will not challenge
the presence of the United States in the Middle East,” says former Chinese Ambassador to Iran
Hua Liming, “instead China will focus on strengthening relations with Middle East countries
themselves, such as Iran and Oman, who jointly control the Strait of Hormuz.”35

Gulf Countries
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Countries in the Gulf are seeking to reduce their level of dependence on the US.
Therefore, there is a general recognition of the value of building cooperative relations with
China.36 They recognize China as one of the world’s major oil buyers. For example, in the case
of Saudi Arabia, the strengthening of Saudi-China ties seems to be on a fast track. In 1999,
during the visit of then Chinese President Jiang Zemin to Riyadh, the two countries announced a
strategic oil partnership. Since then Saudi Arabia has been feeding China’s hunger for energy.
When Saudi’s new King Abdullah took power in 2005, his first official overseas trip was to
Beijing. In return, Chinese President Hu Jintao immediately paid back a thank-you visit within
four months. This rapid high-level official visit exchange after the political reshuffle within
Saudi Arabia was interpreted by many Middle East experts as a sign of Saudi’s new enthusiasm
in China. In 2006, Saudi Arabia became China’s largest oil supplier.37 Saudi millionaires are also
investing multi-billion dollars in China’s petrochemical sector, improving China’s capability of
refining high-sulfur oil which Saudi has in abundance,38 and building strategic reserve bases in
different parts of China.39 In addition, in 2004 Saudi Aramco also granted concession to Sinopec,
one of China’s major oil companies, to develop natural gas resources near the Ghawar field in
eastern Saudi Arabia over the next ten years.40
In the case of Iran, China-Iran relations have also broadened and deepened in recent years.
China needs Iran as a major energy supplier. In 2005, Iran was China’s third largest oil supplier.
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The sulfur-rich crude oil from Iran, though difficult for Chinese refineries to process, helps
contain the rising cost of importing more expensive sweet oil (low-sulfur) from other exporters,
such as Oman.41 Iran’s liquefied natural gas (LNG) provided another energy link with China. In
the Yadavaran agreement, Sinopec committed to purchase ten million tons of LNG over a period
of twenty-five years, starting from 2009.42 In return, Iran needs China’s investment to develop its
oil fields and infrastructures in the energy industry,43 as well as political support to
counterbalance US sanctions against its nuclear program.

Conclusion
From the above analyses, it is not difficult to see that in the emerging US-Gulf-China
triangular relationship, different parties want different things from one another. China wishes to
secure its energy supply to fuel its fast developing economy. This depends on Gulf exporters’
willingness to sell oil and US naval protection to transport the oil back home. The US wants to
maintain its dominating status quo in the region. This depends on China’s cooperation, or at least
non-confrontation with its policies in the Middle East. Therefore it keeps a watchful eye on
China’s engagement with the region and various debates on solving its strategic weakness. Once
China overcomes its challenges, the power balance will be significantly changed. However, there
is no need for American policy-makers to be over sensitive about China’s debated solutions.
They are mainly driven by China energy insecurity and there are many obstacles to realizing
those solutions. It is crucially important for the US to be aware and correctly understand China’s
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thinking and action. The Gulf countries want to counterbalance their political dependence
on/impasse with the US through building closer ties with China. They also hope to diversify their
oil customers. China is a big one.
All these complex energy, military and political issues that determine the power
dynamics in the US-Gulf-China triangular relationship crystallize at the Strait of Hormuz.
Paying close attention to the Strait can help the three parties take cues from subtle developments
and readjust their policies and communicate with each other accordingly in order to avoid
potential conflicts. At present, among the large scholarly communities on US-China, US-Gulf
and China-Gulf relations, few pay particular attention to the Strait of Hormuz. This paper, hence,
hopes to raise the issue. How the three parties can balance and satisfy each other’s demands is a
challenging test. The Gulf may be a small piece in Sino-American relations so far, but as Jon
Alterman proposes, if US-China could appropriately manage their divergent interests in the Gulf,
this could serve as a model to solve other more challenging issues between the two major world
powers.44
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