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a b s t r a c t

A number of multilateral cooperation projects in Central Asia relate to the development of the interaction
between China, Russia and other states in the region in the frame of the Shanghai Cooperation Orga-
nization (SCO). In 2015, the organization increased the number of its members for the 1st time since
2001 and stressed the development of non-governmental structures including an energy club or a
business club as one of the key factors.

The energy market of Shanghai Cooperation Organization has great potential for China and Russia.
Furthermore, the widening of this market accompanies the will of the SCO participants to defend their
national interests.

The role of the Energy Club, as a universal mechanism to develop integration ties in a Eurasian energy
policy, is examined in the paper. The various aspects and tendencies of China, Russia and other member
states' strategy in the SCO's Energy Club are analysed in the article. This paper is of interest to econo-
mists, political experts, planners, lecturers and students interested in Asia Pacific and Central Asia affairs.
Copyright © 2016, Far Eastern Federal University, Kangnam University, Dalian University of Technology,
Kokushikan University. Production and hosting by Elsevier B.V. This is an open access article under the CC
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1. Introduction

Energy cooperation is one of Russian diplomacy's basic ele-
ments; it maintains the national security of the country. Russian
contact with member-states of the Shanghai Cooperation Organi-
zation (SCO) plays an important role. The cooperation between
Russia and China in SCO represents one of the main factors that
provides the strength and development of the SCO. However, the
countries have different perceptions of SCO. The Chinese govern-
ment examines the SCO as an important economic integration
project, with the possibility to expand its economic influence to
provide its rapidly developing economy with energy resources.
Russia views themain goal of the organization as providing security
in the region.

The main hopes in the development of this cooperation are set
in the Energy Club, a non-governmental consultative mechanism
that strives to discuss the energy strategy of SCO members and to
implement joint projects to increase energy security. The purpose

of this structure is to consolidate representatives of government
departments, research institutions and business groups. This
structure does not mean confrontation with the mainstream en-
ergy order but rather represents a search for common develop-
ment. However, the true functioning of the Energy Club remains
inactive because of the practical absence of a multilateral dialogue
in the energy sphere on an official capacity. It is easier for large
energy companies to find one companion for a common project
than to fund it multilaterally.

2. Discussion

There are supplying countries and consuming countries in the
organization. China is the largest energy consumer, and Russia is
the largest energy producer in the SCO. On the one hand, this
relationship makes these countries internally dependent on each
other; on the other hand, given the instability of the global econ-
omy and the dependence of its recovery on the economic growth
pace in China, it creates the basis for multilateral interaction. Russia
wants to use the SCO as a mechanism to regulate Central Asian
energy exports.

The idea of an alliance, which could become a counterweight to
the Organization of Petroleum Exporting Countries (OPEC), has

E-mail address: golobokov_as@mail.ru.
Peer review under responsibility of Far Eastern Federal University, Kangnam

University, Dalian University of Technology, Kokushikan University.

HOSTED BY Contents lists available at ScienceDirect

Pacific Science Review B: Humanities and Social Sciences
journal homepage: www.journals .e lsevier .com/pacific-science-

review-b-humanit ies-and-social -sc iences/

http://dx.doi.org/10.1016/j.psrb.2016.01.002
2405-8831/Copyright © 2016, Far Eastern Federal University, Kangnam University, Dalian University of Technology, Kokushikan University. Production and hosting by Elsevier
B.V. This is an open access article under the CC BY-NC-ND license (http://creativecommons.org/licenses/by-nc-nd/4.0/).

Pacific Science Review B: Humanities and Social Sciences 1 (2015) 45e48

http://creativecommons.org/licenses/by-nc-nd/4.0/
mailto:golobokov_as@mail.ru
http://crossmark.crossref.org/dialog/?doi=10.1016/j.psrb.2016.01.002&domain=pdf
www.sciencedirect.com/science/journal/24058831
www.journals.elsevier.com/pacific-science-review-b-humanities-and-social-sciences/
www.journals.elsevier.com/pacific-science-review-b-humanities-and-social-sciences/
http://dx.doi.org/10.1016/j.psrb.2016.01.002
http://creativecommons.org/licenses/by-nc-nd/4.0/
http://dx.doi.org/10.1016/j.psrb.2016.01.002
http://dx.doi.org/10.1016/j.psrb.2016.01.002


been discussed for a long time. The plans for the creation of this
structure have been launched since in 2011, when the Xi'an
Initiative proposed the establishment of the SCO Energy Club senior
working group.

The discussion of an informal forum for debate on the country's
energy with SCOmember-states has beenmore than five years. The
Energy Club was created in 2013 in Moscow by analogy with the
Business Club that exists within the SCO framework; the latter club
brings together representatives of business.

However, at the new site, both the governments of the
member-states and the businesses are expected to participate in
the discussion of problems with the energy order mainstream.
Consequently, an agreement was signed by the Deputy Ministers of
Energy of Russia, Belarus, Kazakhstan, Tajikistan, China, Mongolia,
India, Afghanistan, Turkey and Sri Lanka. We can only imagine the
sense of the new structure because the Russian Academy of Sci-
ences has become involved in drafting the concept of the SCO
Energy Club. This structure allows the SCO to maximally expand
the composition of experts who participate in Energy Club
measures.

In addition to members, observers and SCO dialogue partners, it
is expedient to provide information regarding the agenda and club
measures to representatives of countries that are included in the
composition of the international organizations with which the SCO
has cooperation agreements. It is expedient to provide information
to the worldwide energy community as well using mass media to
provide the possibility to participate in Energy Club activities. This
information provision shall certainly require definite organiza-
tional measures and financial expenses; however, the final multi-
plicative effect shall fully compensate them.

One of the main reasons for the energy club's non-development
is the separate energy policy of every participant; therefore, there is
no united approach for resource production. The SCO system in-
cludes official authorities that make coordinated decisions; how-
ever, diversified economic cooperation remains a less-developed
trend within the SCO.

For example, Uzbekistan possesses great potential in the oil
sector; Tajikistan and Kirgizia have large hydropower resources.
Kazakhstan, which has large oil, transport and finance markets,
presumes to assume the leadership in Central Asia. However, the
dominating role in energy cooperation in the SCO still belongs to
bilateral contacts. For example, Russian LUK OIL invested 4 billion
dollars in 10 Kazakhstan deposits; thus, cooperation remains be-
tween the two countries (Kondrashov).

There is also the problem of the ineffective use of resources in
Central Asia. Central Asian oil and gas producing countries seek a
more secured long-term price agreement. Uzbekistan has increased
the production of natural gas, which is limited. Kazakhstan's
southern regions need more energy; however, there is no cooper-
ation with neighbouring Kirgizia regions, which possess hydro
energy sources. The use of natural gas in Russia is rising faster than
was planned in the Energy Strategy 2020; moreover, it also must
guarantee supplies to European consumers.

China, ass the largest consumer of energy, could play a signifi-
cant role in the promotion of non-formal contacts in the energy
club. The Chinese version emphasizes the openness of the energy
club and stresses the organic interaction between governments,
markets and academic spheres. As the main energy consumer,
China does not actually use the SCO platform to settle its energy
problems; instead, it works with all member-states of the SCO.

The dynamics of energy use in China shows that the volume of
consumption is constantly increasing, and oil imports to China will
have achieved 400 mln. tons by 2030, according to the prognosis
(Korzhubaev). Russia is keen to establish the energy club as ameans
to prevent a possible clash with China over Central Asia's energy

resources. In recent years, Chinese companies have moved to
enhance their positions in Central Asia.

Earlier, a Chinese national oil corporation concluded an agree-
ment to create joint ventures in India, Iran and Turkmenia and took
over control of 23 percent of oil production in Kazakhstan to reduce
its dependence on Middle East oil. (Review Of Oil and Gas)

The largest oil and gas pipelines have been laid or are being built
in China. In 2013, China became a full shareholder in Kashagan,
buying a share of ConocoPhillips. In part, this purchase is a very
serious factor because initially the mega-project was believed to be
the resource base for the Baku-Tbilisi-Ceyhan pipeline, whose main
oil flows would be provided to the West.

China's participation in the project means that at least 1/10 of
the project's oil will be provided to the East. The necessary infra-
structure already exists; the Chinese have built a pipeline through
Kazakhstan. In addition, the Chinese are developing gas
infrastructure.

The director of the Chinese Economic Development Ministry's
department of Europe and Central Asia, Kin Zhi, stressed that raw
materials, oil, ore and timber, represented 80% of the trade turnover
between China and Russia. In May 2014, Russia's Gazprom and
China's CNPC finally signed a historic gas deal that will provide the
world's fastest growing economy with the natural gas it needs to
maintain pace for the next 30 years.

The Framework Agreement defines the schedule of compiling a
gas purchase and sale agreement, a technical agreement and an
intergovernmental agreement on the western route. In addition,
both sides signed a confidential Memorandum of Understanding
for cooperation in the oil and gas sector.

Therefore, the energy sphere is the objective for China to
cooperate with SCO members, and its needs in the energy club are
obvious, as they are for the other participants. Nearly 50% of applied
SCO documents are related to economic interaction. SCO members
have repeatedly declared the necessity of the intensification of
economic collaboration.

The establishment of such sectors as power engineering is also
completely related to the economic relations among SCO coun-
tries. The Gross Domestic Product of SCO countries has grown to
one-quarter of the world GDP ($12.4 trillion). Approximately 25%
of the world oil reserves, above 50% of the world gas reserves,
35% of coal reserves and nearly a half of the world's explored
uranium reserves are located in the territory of SCO countries
(Bushuev).

At the same time, similar associations have been formed to
pursue common interests and synergies in a given sector. Today,
this union barely has anything to provide to members of the as-
sociation. The members' point of view expert explains that the
relationships in the energy sector have already been established
without the help of the energy club. The union has a regular
structure with a bloated staff, and, subsequently, high maintenance
costs. By assumption, it is not necessary to expect useful results for
specific projects from such a union (SCO).

It may be considered that the Energy Club should be a suffi-
ciently approximate combination that possesses a supernational
character, which assumes the delegation of sovereign powers.
Alternatively, the Club may decide to move from “easy to difficult”,
i.e., find points of coincidence without running too far afield. It is
not reasonable to pose great tasks such as the creation of the uni-
fied regulations for energy resource transit or a common oil bal-
ance. Unification will require price liberalization, the unification of
energy transportation tariffs, working out of a common tax base,
and the coordination of activities at the supplier level.

Subject to the noted problems, we can identify 5 factors that
may reinforce the Energy Club's activities and make it more effec-
tive and interesting for member-state governments:
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