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As rentier states, the Persian Gulf monarchies rely on great powers to 
fulfill security imperatives, making them unlikely to abandon their partner-
ships with the United States. Yet, China’s recent moves into the Middle East 
are viewed by Western political observers as a sign of looming encroach-
ment by the rising Asian power and by the Gulf states as a welcome alterna-
tive. This article suggests that Sino-American competition over oil has led 
the oil-rich monarchies—Saudi Arabia in particular—to develop a hedg-
ing strategy between the United States and China. This dynamic results in 
short-term gains—including regime stability—at the expense of long-term 
risks, including overmilitarization of the region as the great powers compete 
to secure their allies and a decreasing likelihood of political reform, particu-
larly in light of China’s noninterference policy. These outcomes have inter-
national ramifications with dire consequences for global energy secu-
rity and make US and Chinese competition over access to oil potentially 
counterproductive. 

The academic merging of political economy issues with the study of 
national and international security is just beginning to take root. While 
new scholarship has widened the concept of security, it must delve further 
to achieve a better understanding of political economic considerations 
on matters of foreign policy and security. Jonathan Kirshner suggests 
that this results from the Cold War “unnaturally bifurcat[ing]” security 
studies and the study of political economy.1 An integrated study of the 
two fields can address existential threats to economic security: the types 
of threats that rouse the same level of attention as internal or external ag-
gression and prompt the formation of alliances, security arrangements, 
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and the like. As Charles Ziegler points out, “surprisingly few academic 
studies have focused on oil in foreign policy despite the strategic nature 
of this commodity.”2 An opportunity to merge the fields comes easily 
with the integration of rentier literature that studies how great powers 
can contribute to regime stability by lessening the likelihood of severe 
disruptions to the rentier system. Global players like the United States 
and China have the capacity to enter into economic, political, and mili-
tary relations that can impact the very survival of the oil regimes. 

As rentier states that collect a majority of their government revenues 
from resources and use these rents for welfare distribution, the oil-rich 
Gulf monarchies are vulnerable to energy disruptions that can result in 
increased protest, diminished legitimacy, or even political change. Reli-
ance on oil is a two-way street. In fact, the risks associated with volatility 
in the energy market can be existential for rentier regimes.3 But as docu-
mented in recent literature, some effects of the “resource curse” can be 
mitigated through reliance on great powers for economic and political 
security guarantees to ensure regime stability. 

Meanwhile, the rentier dynamic prohibits governments from relying 
too heavily on their citizens for military forces. Economic concerns re-
lated to oil, as well as more general Gulf regional volatility, dictate reliance 
on foreign security forces. This has prompted an auxiliary debate within 
the broader “cultural” versus “economic” explanations for problems in the 
Gulf. That is, some attribute the lack of citizen participation to religious-
cultural explanations while others point to the rentier dynamic under the 
wider umbrella of a resource curse.4 Still, the fact remains that the Saudi 
government does not rely on its citizenry for military forces, making it 
dependent on outside powers for traditional security. The combination 
of these phenomena—here assumed to be intrinsically associated with 
rentier states—compels reliance on great powers. 

The nature of recent Gulf security relations has prompted debate over 
the continuation of US hegemony in the region. Some in the scholarly 
and policymaking communities argue that a strong US presence in the 
Gulf—and elsewhere—constitutes an imperial strategy of hegemonic 
domination that must recede on strategic and ethical grounds.5 Others 
have recommended a return to an “over the horizon” presence resembling 
its 1980s strategy, as the United States faces increasing hostility in the 
Middle East.6 Complicating the debate are concerns over China’s recent 
moves to ensure its own energy security by cultivating better relations 
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with the Gulf nations, perhaps at the expense of US strategic interests. 
As competition mounts over acquiring and securing vital resources, the 
future of US energy policy is intrinsically tied to its Middle East policy. 
How will mutual reliance on oil and increased Sino-American competi-
tion over access to Middle East oil affect international energy security?

The argument presented here suggests that competing US and Chinese 
energy interests, combined with the rentier dynamic present in the Gulf, 
have allowed the oil-rich monarchies to capitalize on this regional com-
petition. This article first demonstrates the effect of resource dependence 
on alliance formation from the perspective of host nations. Drawing on 
new literature linking the concepts, it illustrates that the stability of the 
Gulf regimes is largely dependent on the United States’ making both 
the alliances and the dictatorships durable. With China and the United 
States competing for access to the most oil-abundant region, states like 
Saudi Arabia enjoy the benefits of regime durability in conjunction with 
improved economic, political, and military options. And critically, stable 
alliances translate into stable monarchies. 

Second, waning US influence and China’s growing interest in the region 
have led to a new hedging strategy. Rather than reaping the political and 
economic benefits of a single great-power partnership, the Gulf states—
Saudi Arabia in particular—can leverage their position as the United 
States and China compete for access. Third, while these rentier states see 
short-term gains, future ramifications of this great-power competition 
in the region are varied and grave. This dynamic invites regional and 
international destabilization that could have significant and dire con-
sequences on global energy supplies. The potential of overmilitarizing 
the region increases as both the United States and China seek to gain 
and maintain favor with Gulf regimes. This is particularly unsettling 
in light of the emerging cold war between Riyadh and Tehran. At the 
same time, prospects for long-term stability decrease as the prospects for 
liberalization diminish. Regional tensions against autocratic rulers have 
already begun to mount, and the prospects for political stability in the 
absence of some liberalization are slim. The implications for US policy 
are also grim. China’s growing influence and its noninterference policy 
may compel the Saudis to turn eastward in the face of Western reformist 
pressures. Meanwhile, the United States continues to shoulder the bulk 
of the burden of protecting pipelines and shipping routes while China 
enjoys the economic benefits of closer ties without significant costs.
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Finally, the United States must not view Gulf energy security through 
the prism of Sino-American competition over access, as this invites the 
Gulf states to leverage their position for short-term gains at the expense 
of significant long-term costs. Instead, US strategy toward the region 
should include mutual cooperation with China, as the two powers have 
parallel interests in securing energy flows. Given the rentier dynamic in 
the Gulf and the mutual US and Chinese reliance on oil, Sino-American 
competition may be counterproductive without important modifica-
tions to present strategy.

Resources,  Alliances, and Security
This article thus relies on a combination of rentier and security litera-

ture to expound upon the triangular relationship between the United States, 
China, and Saudi Arabia. While traditional assumptions held by realism 
and strategic studies explain some elements of this relationship, these ap-
proaches often subordinate nonaggressive threats and assume that balancing 
behavior is a defense against only aggressive threats. This study still relies 
on realist assumptions, namely, the primacy of survival as the utmost state 
objective. But departing from traditional views of threats as primarily 
aggressive in nature, it brings in scholarship on rentierism to demonstrate 
the importance of economic threats—primarily those associated with resource 
dependence—on patterning decisions. In particular, it suggests that threats 
associated with resource dependence can be existential in nature and can 
force states to rely on great powers for security.

Examining the Gulf hedging strategy first requires an exploration of 
the links between rentierism and international security arrangements. 
While the rentier effect—or so-called paradox of plenty or resource 
curse—is a familiar phenomenon, the theoretical literature on the sub-
ject has evolved beyond structural explanations to include institutions as 
critical intervening variables. Theories of oil-centered rentierism gener-
ally hold that resource-dependent states with national industries create 
welfare distribution systems to assuage the potential for political crisis. 
Gregory Gause explains how economic hegemony—state control over 
resources, jobs, subsidies, and even the private sector—ensures that Gulf 
citizens’ well-being is directly linked to that of the state, creating a stable 
domestic environment.7 The threat of economic disruption—stemming 
from price fluctuation, market busts, pipeline disruptions, domestic unrest, 
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or terrorism—can create strain on the distributional capabilities of the 
state. Failure to continually prop up the rentier state can lead to cata-
strophic political outcomes from the perspective of resource-dependent 
regimes. But is oil dependence a political fait accompli?

Generally, the resource curse literature recognizes the potentially de-
stabilizing effect of resource dependence and seeks to determine the con-
ditions that foster stability and breed instability in rentier states. Some 
suggest that oil dependence is a structural phenomenon that results in 
universally applicable outcomes.8 That is, rentierism inherently breeds 
stability or instability. Others argue that oil has no essential properties 
outside of the context of institutions.9 

Scholars of the rentier state are divided on this issue. In theoretical 
terms, a continuum exists between those who view oil as inherently de-
stabilizing, those who view it as stabilizing, and those who suggest that 
oil has no essential properties outside the institutional context. Among 
the structuralists, the debate centers on whether oil has a net positive or 
negative impact on stability. Some scholars maintain that oil wealth neg-
atively affects all oil producers in the same ways.10 Others suggest that 
oil wealth actually increases political stability by creating sturdy linkages 
between the ruling elite and the citizenry.11 Still others argue that oil has 
no independent effect on regime stability outside of the institutional 
context; that in fact, outcomes differ based on resource management 
strategies. This new wave of literature is critical to understanding the 
variations between resource-dependent states in light of the stability of 
Gulf monarchies and in relation to their contemporary strategies vis-à-vis 
the United States and China. 

It is worth noting at the outset that institutional explanations do not 
reject the potential for negative outcomes; rather, these scholars recog-
nize that leaders of resource-dependent states possess some agency in 
decision making and operate within and alongside institutions. Certain 
strategies and institutions can assuage the potential for instability. By 
the same token, a lack of good institutions or poor coping strategies can 
lead to negative outcomes. That is, left to its own devices, oil may hinder 
political and economic development; however, varying arrangements 
explain the inconsistency between states. It is in this vein that Ragnar 
Torvik explains why resource abundance does not lead to instability; 
rather, variations exist that can be explained by economic management 
and differences in institutions.12 



 Strategic Studies Quarterly ♦ Summer 2013

Dina Badie

[ 46 ]

Varied conceptions of the link between rentierism and stability high-
light the complexity of the political economy of oil and stability. Con-
temporary institutionalist work on rentierism provides useful insights 
into variations in stability and exposes differences in institutional struc-
tures and rent management and distribution schemes to explain differ-
ences in the stability of rentier states. These scholars aptly demonstrate 
that decisions and institutions both impact political and economic out-
comes. Resource dependence alone does not determine the economic 
and political stability of regimes. Conceiving of resource dependence 
as a variable in decision making or institutional rules (rather than one 
that directly affects outcomes) lends greater insight into political and 
economic stability. That is, materialization of the resource curse is con-
tingent on other factors.13 

While most scholars of the resource curse study domestic factors that 
may mitigate it, new literature has emerged that lends credence to the 
idea that international-level arrangements—such as alliances with great 
powers—have a significant impact on the stability of oil-rich regimes. 
In focusing on political outcomes, scholars take particular note of the 
survivability of Middle Eastern and North African resource-dependent 
states. Their notoriety for both oil abundance and lasting autocratic rule 
has led to various attempts to explain regime survival and the region’s 
resistance to democracy. Rather than viewing the region’s “exceptionalism” 
as a product of ideological or religious factors, scholars have begun 
examining its political economy and linking that to the apparent stability.14 
For example, studies by Mathias Basedau and Wolfram Lacher and by 
Basedau and Jann Lay find that the presence of international security 
forces is correlated with political stability. Daniel Byman and Jerrold 
Green suggest that US support partially explains the Gulf states’ political 
durability.15 Most notably, Eva Bellin suggests that the security appa-
ratuses in rentier states rely on both domestic financial health as well 
as international support.16 The United States has maintained a unique 
interest in the Middle East and North Africa since the Cold War. This 
comports with the findings of a 1999 symposium studying the effects 
of oil pricing on strategy and suggests that outside powers, also depen-
dent on oil, have a vested interest in the stability of oil regimes.17 This 
is particularly true of US and Chinese interests in the Gulf, which affect 
the security both of the great powers and of the host nations.18 As Bellin 
notes, “withdrawal of international backing triggers both an existential 
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and financial crisis for the regime that often devastates both its will and 
capacity to carry on.”19

As rentier states collect more than 40 percent of government revenues 
from oil receipts, disruptions to the flow of Gulf oil can result in major 
shocks, inviting potentially existential consequences for the resource-
dependent regimes.20 In addition to deterring and defending against 
regional aggressors—the traditional security postulate—the survival of 
Gulf regimes is contingent both upon their ability to extract oil rents 
and protect pipelines and shipping routes as well as on strategies to 
weather “bust” periods and establish trade partnerships to offset resource 
reliance through a variety of diversification mechanisms. Without these 
safeguards, many of which require foreign guarantees, rentier states are 
vulnerable to disruptions to the flow of oil, fluctuations in oil prices, 
moves by the international community to decrease its reliance on oil, 
and resource depletion. Disruptions to the flow of oil can stem from 
servicing issues (e.g., damaged equipment or labor issues), regional con-
flicts, or from attacks to pipelines or facilities. As Benjamin Smith notes, 
oil-dependent states see spikes in protests during bust periods.21 Energy 
diversification by other states also threatens to depress demand, which 
can produce the same effect as bust periods in the longer term. These 
constitute security threats that can jeopardize immediate and long-term 
regime survival. Disruptions to the rentier system can mean the collapse 
of the regime, and the recent wave of uprisings in the region further 
highlights the vulnerability of its long-standing autocrats.

The premise that security alliances help mitigate the effects of resource 
dependence and buttress the rentier state easily explains the stable alliance 
between the United States and the Gulf monarchies. But even more 
importantly, it suggests that future patterns of security policy decisions 
emanating from the oil-rich Gulf states will likely continue to rely on 
great powers, both for regional security as well as economic security, to 
secure the rentier system that preserves regime stability. With waning 
US clout and growing Chinese influence, the present and future stability 
of the Gulf, and Saudi Arabia in particular, requires examination. 

The End of an Era
While the Gulf States—with the exception of Oman and Bahrain—

would not tolerate a US presence in the 1980s, Saddam Hussein’s invasion 
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of Kuwait changed their calculation.22 Several proposals were advanced 
to deter further aggression. These included strengthening Gulf Coopera-
tion Council (GCC) ties, buttressing GCC forces with those of other re-
gional states, and inviting the United States in through basing arrange-
ments to serve as the guardian of the Gulf.

Led by Kuwait and Saudi Arabia, the Gulf states rejected the first 
two proposals on political and strategic grounds. Critically, they argued 
that a buildup of GCC deterrent forces would still be no match against 
larger, hostile states. As an added obstacle, the rentier states built by 
the Gulf monarchies created top-down systems whereby the govern-
ments distributed benefits rather than collecting resources, which makes 
viable expansions of domestic militaries impossible. With regional solu-
tions deemed politically unfeasible, the Gulf states turned to the United 
States. All six GCC states invited the United States to play the guardian 
role in Gulf security. Rather than create a GCC-wide security arrange-
ment, each state opted to make bilateral defense agreements. Five of the 
six, the exception being Saudi Arabia, signed defense cooperation agree-
ments that assured varying degrees of commitment. The Saudis invited 
direct US presence but considered a formal agreement too inflexible to 
deal with possible future realities that could make US presence a greater 
liability. Though each state made a separate agreement, the defense pacts 
generally allowed the United States to build or use basing facilities, pre-
position weapons, and conduct joint military exercises with local forces. 

While these military guarantees were aimed at deterring further re-
gional aggression, the partnership exposed the benefits of relying on a 
great power. Within a few years, political and economic relations im-
proved as well, giving the Gulf monarchies the ability to consolidate 
the rentier states. The security and stability of the Gulf states during 
the 1990s was all but ensured by US economic, political, and military 
guarantees. But while the United States enjoyed a special relationship 
with the Gulf countries, and Saudi Arabia in particular, the strength of 
relations is on the decline, and the desirability of an alliance with Wash-
ington has come into question since the 9/11 attacks. 

The effect of 9/11 and subsequent rhetoric, reports, and suspicions 
on the part of the Bush administration “dealt a sledgehammer blow” 
to US-Saudi relations.23 Members of Congress and the administration 
suspected Saudi ties to terrorists and accused the kingdom of lack-
luster counterterrorism efforts. Refusal by the Bush administration to 
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declassify sections of the 9/11 Commission’s findings—which allegedly 
pointed fingers at the Saudi government—further strained the relationship.

The Saudis still showed support for the US-sponsored war against 
the Taliban following the 9/11 attacks. Having cultivated ties with the 
conservative group for strategic and religious reasons, the Saudi govern-
ment immediately severed relations, claiming that “the Taliban govern-
ment has paid no attention to the calls and pleas of the Kingdom of 
Saudi Arabia to stop harboring, training and encouraging criminals.”24 
While supportive of the first round of US retaliation in Afghanistan, the 
Saudis—and other regional monarchs—were less enthusiastic about the 
prospect of a US-led invasion of Iraq. Though Saudi Arabia had been an 
advocate and accomplice in US efforts to suffocate Saddam’s capabilities 
in the 1990s, the prospect of a unilateral invasion and elimination of the 
historic balancer to Iran concerned Riyadh. Just prior to the invasion, 
Prince Saud warned that regime change could destroy Iraq and destabi-
lize the region, cautioning that “we will suffer the consequences of any 
military action.”25

Further complicating matters is the intractability of the Arab-Israeli 
conflict and the continual failure of the peace process. Gulf monarchies 
have criticized Washington’s inability, or unwillingness, to place ade-
quate pressure on Israel to halt building settlements and make conces-
sions that could resolve the conflict. Beginning in the 1980s, the Camp 
David Accords were viewed as a failure, given their inability to engage 
the Palestinians and hence mitigate the threat of continued Arab-Israeli 
hostilities. This disillusionment was directed at both the United States 
and Egypt. As Hermann Eilts noted at the time, “it is their [Gulf states’] 
perception of continued shadow boxing with the critical Palestinian 
issue that evokes their censure.”26 While the 1990 crisis caused the Gulf 
countries more pressing strategic concerns, the “perception of shadow 
boxing” has returned as four consecutive administrations have failed to 
bring the conflict closer to a resolution. Sentiment in the entire Arab 
region has become increasingly anti-Western, in large part due to the 
unconditional US support for Israel posing added risks for the monarchies, 
which must avoid being seen as US partners or puppets. 

Finally, US policy toward Egypt during the Arab Spring uprisings led 
Gulf monarchies to question the reliability of a Washington alliance. 
After 30 years of US partnering with Hosni Mubarak’s government, the 
Obama administration shifted that policy and demanded his resignation, 
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resulting in a “tectonic shift” in US-Saudi relations.27 The Saudis publicly 
voiced concerns over US handling of the uprising in Egypt, particularly 
its policy toward Mubarak. And Washington’s seemingly higher-profile 
public stance on promoting liberal transitions heightens the allure of 
China’s noninterference policy in the present environment.

While US-Saudi relations were never perfect, 9/11 and subsequent 
issues further strained the partnership. The 2003 “mutual agreement” 
to draw down the US presence in the kingdom was seen by many as 
a result of cooling interest by the Saudi government. US influence has 
continued to wane because of unpopular policies, chipping away at the 
special US-Saudi relationship. With Chinese interest in the region on 
the rise, the result has been a hedging strategy by Saudi Arabia to ensure 
great-power security guarantees. 

While Riyadh is far from abandoning its partnership with Washing-
ton, it has made various moves—on economic and political fronts—to 
strengthen its relations with China. Meanwhile, Beijing’s growing oil 
appetite has led to new diplomatic initiatives to improve relations with 
the oil-rich Gulf monarchies. This has allowed Saudi Arabia to leverage 
competition over strategic and energy imperatives to its advantage and 
enjoy guarantees from two great powers. 

Saudi Arabia’s Hedge
While the details of expanded Sino-Saudi relations are well docu-

mented, it is worth highlighting their importance through the prism of 
a Saudi balancing strategy. This section addresses the growth of Sino-
Saudi ties in the economic, political, and military realms, highlighting 
the fact that the kingdom has begun to hedge its bets. Because the rentier 
dynamic compels states to seek great-power partnerships to ensure their 
security, Saudi Arabia continues to rely on Washington while opening 
wider channels with Beijing. 

Economic Security

The present dynamic in the Gulf region is critical in light of China’s 
growing influence and appetite for oil, fading US influence, and growing 
anti-American sentiment. China has attempted to secure access to Gulf 
oil by augmenting its partnerships, particularly with the Saudi kingdom, 
since the 1980s, but the steady growth of that partnership in the past 
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decade is a new development in its foreign and security policies due 
to becoming a net importer of oil in 1993. Its 15 percent increase in 
production during that period was trumped by a 90 percent increase 
in demand.28

China’s turn toward the Saudis to meet its growing energy needs was 
met tepidly at the outset. Beijing first established relations with Oman 
and Yemen, followed by Kuwait, the United Arab Emirates (UAE), and 
North African producers. Because Saudi Arabia enjoyed good relations 
with the United States—both in political and economic terms—trade 
relations between the Middle and Saudi kingdoms grew modestly at 
first. Saudi Arabia remained reliant on the United States, particularly 
on the heels of the Soviet collapse and the US liberation of Kuwait. But 
as the decade wore on, increasing points of contention between the two 
nations, compounded by China’s economic growth, led the Saudis to 
begin looking elsewhere.

This has resulted in a boon for Riyadh as the Saudis are enjoying 
the benefits of two great powers interested in expanding relations and 
preserving the kingdom’s economic security. As Anthony Cordesman 
explains, US presence secures the regional pipelines and shipping routes 
in the Arabian Peninsula, the Persian Gulf, the Gulf of Oman, the Indian 
Ocean, and the Red Sea.29 The United States has also provided other 
economic benefits to the Gulf states. In July 2003, it signed a trade 
investment framework agreement (TIFA) with Saudi Arabia and aided 
the kingdom in its application to join the WTO, which was approved in 
late 2005 after 12 years of negotiation.30 These efforts have been widely 
credited with helping Saudi Arabia to diversify its economy.31

Meanwhile, Saudi Arabia and China signed the 1999 Strategic Oil 
Cooperation Agreement, a seminal event that jump-started closer eco-
nomic relations. That same year, Saudi Arabia’s state-owned Aramco in-
vested $750 million in a petrochemical complex capable of processing 
8 million tons of Saudi crude oil per year.32 While these two events 
were not publicly linked, there is little doubt that closer ties between 
Riyadh and Beijing prompted the former to invest heavily in produc-
tion capacity to ensure its ability to fulfill China’s growing appetite for 
oil. By increasing production capabilities, the Saudis could demonstrate 
their reliability as a serious trading partner. Saudi Arabia became China’s 
leading supplier of oil by 2002 and accounted for 25 percent of its oil 
imports as of 2011.33 In 2004, China’s state oil company, Sinopec, won 
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a large concession from the Saudis that was later termed a “politically 
motivated” deal due to its ambiguous economic benefit.34 It granted 
rights to explore for gas in Rub al-Khali; less than a year later, Beijing 
held its first formal talks with OPEC.35 

Bilateral trade talks increased in 2006 with King Abdullah’s first trip 
to China since 1990. Commentators hailed it as a historic shift, and 
more recent follow-up talks have illustrated the success of expanded 
trade relations. Between 1991 and 2005, trade between China and the 
Gulf countries jumped from $1.5 billion to $33.7 billion.36 And in Jan-
uary 2010, Chinese minister of commerce Chen Deming praised the 
rapidity of trade expansion, noting that the two countries “have realized 
two years in advance the goal of US$40 billion by 2010.”37 China is also 
working on a free trade agreement with the Gulf Cooperation Council, 
which has yet to enter into force but marks another turn eastward. Saudi 
Arabia has also welcomed China’s economic stability—particularly after 
the Asian economic crisis—“to help recycle some of the enormous liquidity 
accumulating in the kingdom from record-high oil revenues.”38

Mutual dependence on oil, both by the Saudis as a rentier state that 
relies heavily on oil revenues and by China and the United States as con-
sumers, has resulted in improved economic relations between the king-
dom and the world’s two largest oil importers. As such, Saudi Arabia’s 
turn toward China marks a welcome shift for both Beijing and Riyadh. 
Enjoying the benefits of economic partnerships with two major powers, 
the Saudis have been able to capitalize on expanding energy markets in 
the United States and China to cultivate secure economic relations that 
encourage long-term energy investment, expanding trade relations, and 
diversification in its petrodollar investments. 

The Saudis historically operate as OPEC’s swing producer, ensuring 
price stability by managing production. While this certainly aids developed 
and developing economies to avoid dramatic price swings, it also helps 
ensure that the global demand for oil is not replaced with alternative 
energy sources.39 With rising oil prices, the Saudi government recently 
announced more than $130 billion in new spending—approximately 30 
percent of its economy—initiated by windfall profits that do not require 
deficit spending. This includes $66 billion for new public housing units 
aimed at appeasing its citizenry.40

Saudi Arabia’s partnerships have also led to moves to ease regula-
tory restrictions that have made the kingdom competitive in the World 
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Bank’s Doing Business rankings.41 Combined with significant govern-
ment investments in infrastructure and transportation, they invite greater 
foreign investment in energy and other initiatives, particularly the petro-
chemical sector. Diversification has become an important strategy that 
moves the economy away from complete reliance on oil. This strategy 
has been accelerated by accession into the World Trade Organization, 
aided by the United States.

While diversification is an important strategy, protecting energy markets 
remains vital. Therefore, through a combination of policies aimed at 
securing both the energy and other sectors—protected militarily by 
the United States and aided economically by both the Americans and 
the Chinese—the Saudi economy is on the rise. And according to the 
US State Department, the Saudi government seeks to align itself with 
healthy Western economies “which can protect the value of Saudi finan-
cial assets.”42 While this trend continues, the kingdom has begun to ex-
plore alternative options. With China’s rise as a major economic player, 
Beijing also becomes an increasingly attractive economic option. This 
strategy of using great powers for economic gain further consolidates the 
kingdom’s rentier system that relies on the endurance of international 
demand for oil to funnel the revenues into programs and public goods 
that weaken reformist tendencies.

Political and Military Security

Historically, the United States has held a special relationship with the 
Saudi kingdom, particularly in the political and military fields. After the 
1990 Gulf crisis, the United States took on the role of securing the re-
gion, concluding defense agreements (formal and informal) with all six 
GCC states. As the savior of the Gulf and its oil from Iraqi aggression, 
the United States regained its prominent status as security guarantor of 
the region. The Iraqi invasion of Kuwait spotlighted the need, by both 
the United States and the Gulf states, for greater security integration. The 
controversial “Defense Planning Guide” summed up the US strategy in 
the region:

In the Middle East . . . our overall objective is to remain the predominant 
outside power in the region and to preserve US and Western access to the re-
gion’s oil. We also seek to deter further aggression in the region, [and] foster 
regional stability. . . . As demonstrated by Iraq’s invasion of Kuwait, it remains 
fundamentally important to prevent a hegemon or alignment of powers from 
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dominating the region. This pertains especially to the Arabian Peninsula. There-
fore, we must continue to play a strong role through enhanced deterrence and 
improved cooperative security.43 

During the 1990s, Chinese arms sales to Saudi Arabia were cut by 
more than half, while US arms sales increased. In May of 1993, the 
Saudis purchased 72 F-15S advanced fighter aircraft for $9 billion and 
subsequently signed $4.6 billion in arms contracts between 1994 and 
2001.44 In contrast, China supplied a modest $5 billion in military goods 
to Riyadh in the 1980s, surprising traditional Saudi allies; however, after 
the 1990 Gulf crisis and resulting establishment of a US presence in the 
region, arms transfers from China to Riyadh declined dramatically.45

King Abdullah’s 2006 trip to China, a first since 1990, was hailed as 
a historic shift in Saudi security strategy. Rather than relying solely on 
the United States for security, Saudi Arabia has recently turned to China 
to play a supporting role. Additionally, as Harsh Pant notes, “the new 
economic symbiosis [between Saudi Arabia and China] is having an in-
creasing impact on Saudi Arabia’s military and political posture.”46 Dip-
lomatic ties between Riyadh and Beijing have solidified, and as Prince 
Turki al-Faisal recently put it, “with China, there is less baggage.”47 
China’s policy of unconditional respect for sovereignty—as has become 
increasingly clear through its international stance on Iran, North Korea, 
Zimbabwe, and other nations with dubious domestic records—poses 
an attractive option for Saudi Arabia and other Arab governments who 
have grown increasingly weary of the US presence and policy in the 
region. China’s weight, both as an economic power and as a major inter-
national political player who holds a UN Security Council veto, makes 
it an attractive political alternative.

But what China offers politically and economically, it continues to 
lack in capacity for military projection. It will remain for the foresee-
able future unable to provide the type of security guarantees offered 
by the United States, which currently spends $40–50 billion each year 
protecting shipping lanes and pipelines in the Persian Gulf.48 This, of 
course, is sapping precious US resources and abetting China’s ability to 
penetrate the region through economic and political initiatives.49 Still, 
China could begin transferring weaponry to the Saudis, a sector that the 
United States has all but monopolized.50 

While Chinese arms transfers to the Saudis have yet to materialize, it 
is not for lack of effort. Just before the turn of the century, President Jiang 
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Zemin visited the region and proclaimed that China and Saudi Arabia 
enjoyed a “strategic partnership.” Since then, the Asian nation has of-
fered to sell ballistic missiles to Riyadh.51 While the Saudis declined the 
offer, there has been speculation that China has recently approached the 
kingdom with offers to transfer sophisticated missile systems, poten-
tially including Pakistani nuclear warheads.52 Due to mounting tensions 
with Washington, the result of new overtures could be different. What 
will come of these offers remains unclear; however, increased economic 
and political integration with China could well lead to greater military 
cooperation in the near future.

This puts the Saudis in an enviable position as the great powers com-
pete to provide military security and protect a most vital resource. They 
ensure the maintenance of the US security umbrella while keeping other 
options on the table. While the United States shoulders the burden of 
protecting Gulf oil by military means, Saudi Arabia reaps the benefits of 
uninterrupted flows into the global market. Although US-Saudi relations 
have been on the decline over the past decade, for the time being they re-
main stable in the military realm. While the United States drew down its 
presence in the kingdom, it continues to operate there on a smaller scale 
and has a formidable presence in the broader region to protect oil flows. 
It has also continued to source weapons transfers, as Riyadh recently 
clinched a historic $60 billion arms deal from Washington. 

With tensions mounting as a result of Washington’s posture toward 
the Arab uprisings, China may be able to capitalize on these pressures 
and at least begin to displace the United States as a major weapons sup-
plier. While China continues to lag behind in its ability to militarily 
protect shipping lanes, a shift in the source of arms transfers would be 
significant. The stability of the monarchy is thus, in large part, depen-
dent on these types of competitive guarantees that secure its government 
revenues and borders. 

Strategic Implications
This dynamic also creates longer-term risks that could have significant 

regional and international impacts. This section addresses these impend-
ing ramifications for the region—particularly its overmilitarization and 
the longer-term impact of great-power partnerships on the diminish-
ing likelihood of political liberalization—and for US policy. While the 
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United States and China compete for access to oil to ensure their energy 
security and the unimpeded flow of oil into the global market, a com-
petitive environment that allows rentier states to leverage their position 
between the two great powers may ultimately be counterproductive. 
Both the United States and China have an interest in ensuring that oil 
continues to flow, but a continuation of Riyadh’s hedging strategy brings 
with it an increased likelihood of regional and international implica-
tions that threaten global energy supplies. 

Regional Implications

A critical point to consider is that competition between the United 
States and China to transfer arms to Saudi Arabia as its primary guarantor of 
security puts the monarchy in a good negotiating position and strengthens 
the Saud regime in the short term. As a rentier state that must ensure 
strong strategic security alliances with great powers, it is given a choice 
that, at this juncture, does not require an exclusive partnership with one 
power over another. In recent years, the monarchy has begun hedging 
its bet—ensuring it maintains solid relations with critical international 
players without abandoning old allies. This helps to ensure its economic, 
political, and military security imperatives are met as the United States 
and China compete to secure the kingdom in the interest of securing 
their own economic needs.

China’s emerging role as both an economic and political powerhouse 
that respects the sovereignty of its partners gives Saudi Arabia comfort. 
In an environment of great authoritarian vulnerability in the region, it is 
worth noting that revolts took down resource-poor Hosni Mubarak, Ben 
Ali, and Muammar Gadhafi. And at the time of this writing, Syrian presi-
dent Bashir al-Assad remains in dire straits. While Libya has abundant 
energy reserves, it does not have the same good working relationship with 
the great powers that Saudi Arabia and the Gulf countries enjoy. The Gulf 
monarchies emerged from the Arab Spring relatively unscathed, as their 
secure rentier systems allowed Saudi Arabia and Kuwait to dole out checks 
and expand public services to appease their populations.

This dynamic is well documented within the resource curse literature, 
particularly with reference to the stability of the oil-rich Arab monar-
chies.53 It is not the mere abundance of oil that makes democratic transi-
tion unlikely; great-power intervention boosts the stability of autocrats.54 
In the present environment, where Saudi Arabia has two great powers 
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competing for its attention with promises of security guarantees, talk of 
democratization in the kingdom is all but a moot point. Of course, the 
corollary to a lack of democratic transition is regime stability; in the short-
term this aids the Saudi monarchy, but in the longer term, it could pose 
significant political risks.

Given democratic sentiments in the region, Saudi Arabia’s hedging 
strategy could backfire as it continues to primarily rely on the United 
States for military security guarantees. To be sure, it has distanced itself 
from Washington in significant ways; however, the regime’s legitimacy 
is still in question domestically due to its resistance against real political 
reform and its alliance with the United States. A decade ago, most shows 
of violence in the Gulf were targeted at Americans and oil facilities rather 
than at the regime itself, but this dynamic has begun to change.55 Protests 
in Bahrain led the Saudi kingdom to send troops to help quell demands 
for political liberalization. While the Saud regime safely emerged from 
this most recent round, it may find itself facing greater political opposi-
tion over its lack of reform and continued reliance on US security guar-
antees. Although King Abdullah remains in good health, his age has 
raised unresolved questions about his successor. In a reformist environ-
ment, these types of ambiguities could have dire consequences for the 
kingdom, particularly in the event of an economic bust period.

The future of the region could also be at risk if Sino-Saudi political and 
economic relations evolve to include arms transfers. To be fair, the mili-
tarization of the region is nothing new; however, the exponential growth 
in quality and quantity of weapons transfers is already unprecedented, and 
the addition of Chinese weaponry could further exacerbate regional arms 
races. The recent $60 billion arms transfer from the United States to 
Saudi Arabia raised eyebrows over the prudence of this strategy, particu-
larly in light of the emerging cold war between Saudi Arabia and Iran. 

A Council on Foreign Relations forum on this topic left its contributors 
split. The majority agreed that this type of weapons sale has obvious benefits 
for US economic and strategic interests and that declining it would only 
invite Saudi Arabia to turn elsewhere. For Cordesman, Iraqi weakness 
leaves Saudi Arabia as the region’s only counterbalancing power to Iran, so 
in addition to economic benefits of strengthening US-Saudi ties, continued 
arms supplies relieve pressure on the US military to provide security. But 
William Hartung struck a cautionary note, claiming that the risks of esca-
lating a race between Saudi Arabia and Iran are grave and any attempt “to 
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create a balance at higher and higher levels of weaponry is both dangerous 
and unnecessary.”56 

Thus far, the results of the arms deal seem to lend credence to its 
skeptics. Iran’s actions and rhetoric with respect to its nuclear program 
have continued and even escalated. Ideas have been floated by the Saudis, 
including financially “squeezing” Iran’s ambitions by supplanting Iranian oil 
exports, and in the summer of 2011, Prince Turki al-Faisal pronounced 
that an Iranian nuclear program would compel the Saudis to follow 
suit.57 The danger associated with a nuclear arms race in the region can-
not be overstated. Given Western suspicions of Iran’s intentions, the 
United States is unlikely to abate arms transfers to the Saudis if faced 
with the prospect of a mounting Saudi-Iranian arms race, particularly as 
it increasingly ventures into nuclear territory. And in the event that the 
United States halts or tempers its weapons supply, as various commenta-
tors have noted, China may step in to replace US weaponry. 

International Implications

The consequences arising from great-power competition and the 
emergence of a hedging strategy in one of the world’s most critical energy 
resource regions have obvious international implications for both tradi-
tional and energy security. Recent reports concerning Iran’s unrelenting 
pursuit of nuclear power and China’s partnership with Tehran could 
complicate efforts at assuaging the impending arms race. Meanwhile, 
continuity of the autocratic status quo could result in great regional 
instability that can affect global energy supplies, particularly if Saudi 
Arabia catches the democratic contagion spreading across the region.

Concerns over a regional arms race must be contextualized within 
present-day realities of Iran’s dubious nuclear program and the region’s 
historic volatility. Because the United States still cannot fully rely on 
China to isolate Iran, the probability of an arms race is quite high. That 
is, China may decide to sell arms to Iran since it has not indicated a 
full willingness to isolate the country. This scenario could have signifi-
cant consequences that develop from a bona fide arms race between the 
Saudis and Iran as proxies of the United States and China, respectively. 
As various scholars have noted, China’s foreign policy strategy is largely 
driven by domestic objectives, and until Beijing feels secure in its energy 
procurement capacity, it is unlikely to abandon Iran.58 Although Iran 
has become all but an international pariah state, thanks in part to rigorous 
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US-led efforts at isolating the regime, its ability to continue pursuing 
nuclear technology is driven in large part by its ability to secure the flow 
of oil rents. And China’s enabling role is clear. Meanwhile, some reports 
have emerged indicating that Riyadh has begun mulling over its next 
move, which could involve partnering with Pakistan to acquire nuclear 
technology to compete with Iran.59 

The prospects then for a dangerous regional arms competition are 
mounting, given the very real possibility that a nuclear arms race will 
emerge in the near future. The consequences of this arms race may not 
be as dire as some predict (i.e., involving nuclear weapons), but it could 
further destabilize the regional balance. First, both Western and Saudi 
policymakers have expressed concerns over Iran’s influence in Iraq. Tehran 
and Riyadh support different candidates and groups there, and they con-
tinue to compete over influence of their historically critical neighbor. An 
arms race between the two could result in an escalation of tensions in 
Iraq and, as the United States draws down its presence, lead to fighting 
through surrogates. The same is true of Yemen, where the Saudis and 
Iranians have already fought by proxy and exchanged harsh rhetoric over 
involvement and undue interference. At the least, an emergent arms race 
could lead to more regional conflict—likely proxy fighting rather than 
a direct exchange between Riyadh and Tehran. In a vital oil-rich region, 
the international implications of increased conflict, even in a small scale, 
could be significant.

The impact of enduring authoritarian tendencies could also have dire 
consequences for the global oil market. While the Saud regime remains 
firmly in power, resentment against lack of representation and the re-
gime’s Western partnerships has grown. It is true that protests in the 
kingdom during the Arab Spring were isolated, small, and easily sup-
pressed, but without tangible concessions, these pockets of resistance 
are unlikely to disappear, regardless of the generosity of the Saudi rentier 
system. The kingdom’s hedging strategy is certainly buying time for the 
regime, but due to the regional reformist environment and growing anti-
Western sentiments, its long-term stability is not a given. 

If resistance movements—whether liberal democratic or conservative 
anti-Western—escalate and pose a real challenge to the Saud regime, the 
effects on the global oil market would be dire. As the OPEC swing pro-
ducer, the Saudis have historically sought to stabilize oil prices through 
their enormous production capacity. A disruption to the Saudi political 
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or economic structure could easily result in exponential increases in oil 
prices, supply shortages, and a more general widespread panic. Because 
other oil-producing nations do not have the type of abundance or 
capacity to compensate for Saudi oil, a global energy shock would be 
all but certain.

Strategy Modifications
US policymakers face a mounting dilemma. Continued competition 

with China and efforts to push the Chinese away from the Saudis to 
protect US strategic interests could bode poorly for the situation with 
Iran. On the other hand, isolating Iran with China’s help could eventu-
ally displace US strategic interests in Saudi Arabia. While it is unlikely 
that China will altogether replace US hegemony in the region in the 
near future, the current hedging strategy employed by Riyadh may be 
enough to hinder US interests abroad. Because reliance on oil and the 
rentier dynamic in the Gulf compels states like Saudi Arabia to seek 
security assurances from the great powers, Washington must tread care-
fully, and diplomatically, to avoid risking the stability of the region in 
exchange for short-term economic interests. 

China: Friend or Foe?

The trajectory of US-Chinese relations has been debated for more 
than a decade, with scholars and policymakers weighing in on points 
of mutual and divergent interests.60 As Aaron Friedberg explains, “the 
most common manifestation of the debate over the future of U.S.-China 
relations is the disagreement between liberal optimists and realist pes-
simists.”61 But setting it up as an “all-or-nothing” debate over Sino-
American relations misses the details. The two powers are not bound 
to coexist in pure harmony through the maintenance of institutions, 
democratization processes, and economic integration. Nor are they on 
track for a collision course due to expansionism, insurmountable uncertain-
ties, suspicions, or an inevitable security dilemma. There is no doubt 
that the future of Sino-American relations remains uncertain, but it is 
important to disentangle all the potentialities to ascertain the likelihood 
of cooperation on particular issues.

Concerning the issue at hand, the two powers agree on such questions 
as the importance of securing energy flows, maintaining stable pricing, 
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and preserving stability in oil-rich regions. At the same time, they diverge 
on significant matters, including intervention, pressure, and partner-
ships with competing or “rogue” states.62 Given the significance of po-
tential regional implications associated with Riyadh’s hedging strategy 
and US-Chinese competition over the region’s oil, one must account for 
these particular points of mutual interest and contention when assessing 
the possibility for mitigating the foregoing effects and modifying US 
policy on this issue.

Toward a Balanced, Long-Term Strategy

An important point of leverage for Washington is the tension between 
Riyadh and Tehran. China has consistently demonstrated that it is more 
interested in securing its energy needs than concerning itself with im-
plications for the Gulf region. As such, it has become one of Iran’s most 
important strategic and economic partners. From Beijing’s perspective, 
it has access to oil from a reliable partner. From Tehran’s perspective, 
China—unlike the United States—is willing to purchase oil uncondi-
tionally and also provides a counterbalance against US pressure. This 
alliance could eventually sour relations with the Saudi kingdom if it 
progresses to the military field. 

As Steve Yetiv points out, deepening Sino-Saudi relations could be 
used to US advantage to help contain Iran.63 Yet unwilling to heavily sanc-
tion Iran, China’s posture could change in light of its growing interest 
in improving relations with Saudi Arabia. Rather than pressuring Bei-
jing itself, the United States should leverage the Saudis’ mutual concern 
over Iran’s weapons program to pressure Riyadh to supplant China’s oil 
imports from Iran. Reducing China’s dependence on Iran may not lead 
Beijing to agree to more aggressive action against Tehran, but it would 
impair Iran’s ability to pursue its ongoing nuclear strategy.

An equally important point of contention involves China’s direct arms 
sales abroad.64 While it has yet to really penetrate the Gulf in a meaning-
ful way, unbridled arms sales—particularly to states like Iran—could be 
particularly dangerous. According to a 2003 statement by Assistant Secre-
tary of State Paula DeSutter, while China publicly recognizes its commit-
ments to nonproliferation, US officials see “problems in the proliferant 
behavior of certain Chinese entities and remain deeply concerned about 
the Chinese government’s often narrow interpretation of nonproliferation 
commitments and lack of enforcement of nonproliferation regulations.”65 
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While Beijing denies continued arms sales to Iran, the United States con-
tinues to suspect weapons transfers.66 Meanwhile, China has also been 
accused of evading or circumventing sanctions against Iran.67 This only 
contributes to the arms race that has begun in the region, while the lack 
of transparency over weapons transfers to Iran fuels suspicions of both 
parties’ intentions.

This issue, while in some ways tied to China’s reliance on Iran for oil, 
may be more difficult to handle. If its strategy of replacing Iranian oil 
with Saudi oil works, China will likely be more willing to scale back its 
military relations with Iran. Yet, from Beijing’s point of view, Washing-
ton’s arms sales to Taiwan complicate the issue. For example, a 2010 US-
Taiwan package prompted an immediate reaction from China, chiding 
the United States for “endangering China’s national security and . . . 
peaceful reunification efforts.”68 The United States withdrew F-16s from 
the package, allegedly to calm tensions. While a resolution to compet-
ing arms sales may never be fully resolved, at the very least the United 
States can press for greater transparency on a bilateral basis or through a 
broader institutional arrangement. 

Because China continues to lag far behind the United States in its 
ability to militarily secure its strategic partners, now may be Washing-
ton’s last best chance to press for political reforms in Saudi Arabia. While 
this type of strategy may precipitate closer ties between the kingdom 
and the PRC, the Saudis cannot yet stray far. Given the nature of their 
political-economic system, the rentier dynamic prevents them from self-
reliance in the military realm and will continue to require reliance on 
the United States for the foreseeable future. Additionally, the region’s 
present tumultuous environment gives an added sense of urgency that, 
with steady pressure, could result in a gradual pace of political reforms. 
If Washington waits too long to exert diplomatic pressure, China may 
catch up in its ability to secure the Gulf, or the Saudi kingdom may 
face mounting domestic pressures that can no longer be mitigated with 
token concessions.69 

Meanwhile, the United States must begin to address its broader Mid-
dle East policies that have led to growing resentment of its regional in-
fluence and presence. Most notably, Washington must find a way to 
reverse its paralysis on the Arab-Israeli conflict. Most Arab governments 
lament the futility of the peace process, and a lack of tangible change 
will only further impede US–Middle East relations. It is true that the 
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oil-rich monarchies need to rely on the United States for security, but 
to secure long-term US strategic interests, Washington must make the 
resolution of the Arab-Israeli conflict a top national security priority lest 
the monarchies turn elsewhere as soon as an opportunity presents itself.70 

Finally, given the US and Chinese mutual interest in securing the flow of 
oil into the global market, there is little use in operating competitively. As 
Yetiv notes, it may be in Washington’s interest to press China to contribute 
more heavily in the security realm rather than allowing it to continue penetrat-
ing the area politically and economically under the US security umbrella.71 
While the United States spends tens of billions on naval power to protect 
these vital shipping routes, China and the Gulf countries reap the benefits of 
uninterrupted access. Chinese investments in its naval capabilities have been 
met with some trepidation in Washington over allegations that it intends to 
exert pressure and influence in the South China Sea; however, some pres-
sure could help to channel those investments toward protecting access to the 
energy that it so vitally needs while relieving some pressure on US military 
capabilities.72 This would allow greater burden-sharing on a point of mutual 
interest, lay the groundwork for future cooperation on matters of national 
and international security between the two powers, and begin to address 
criticisms against US militarization of the region.

In short, while questions remain about the future of cooperation between 
the United States and China, Washington should not operate under the 
assumption that the two powers must compete over the Gulf at this time. 
Publicized competition between the two nations will only play into Saudi 
Arabia’s hedging strategy, allowing it to achieve concessions that could harm 
regional and international long-term interests. Competing over access to oil 
and fueling the emerging Gulf hedging strategy may be counterproductive, 
as competition to secure US and Chinese energy needs could ultimately 
result in widespread disruptions. Instead, Washington must work directly 
with China, as well as its regional partners, to address points of contention 
and find ways to relieve the pressures that could impede US interests down 
the road. 
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