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IMPERIAL COLLISION: FUTURE OF CHINA’S RELATIONS
WITH RUSSIA

Dongsheng Zang*

Abstract: In April 2024, Biden Administration officials revealed that in the year 2023, about
90% of Russia’s microelectronics came from China, which Russia has used to make missiles,
tanks, and aircraft. Nearly 70% of Russia’s approximately $900 million in machine tool imports
in the last quarter of 2023 also came from China.! U.S. Secretary of State Antony Blinken recently
stated at the G7 meeting that “[w]e see China sharing machine tools, semiconductors, [and] other
dual-use items that have helped Russia rebuild the defense industrial base.”? This demonstrates
how far China is willing to go in defiance of the sanctions on Russia, seemingly vindicating an
increasingly popular view characterizing China’s relations with Russia as an alliance in the “New
Cold War” (NCW) literature.® This essay aims to question this claim.

To its credit, the NCW provides a necessary correction to the naivete and wishful thinking of
the 1990s during the globalization era—best exemplified by the Bill Clinton administration in the
United States and the Gerhard Schrdder chancellorship in Germany. However, learning the lessons
takes more than a moment of intellectual reflection. Two years into the Russian invasion of
Ukraine, Europe is caught by two fears related to decoupling: one is China’s retaliatory measures’
and the other is the possible second presidential term of Donald J. Trump in the United States.®

* Associate Professor of Law, University of Washington School of Law. I'd like to thank Washington
International Law Journal, especially Mr. Miles K. Lee, for organizing this symposium on such a timely topic.
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Prompted by the urgency on the battlefields, the NCW offers reasons for unity between United
States and Europe, in response to an emerging alliance between China and Russia. However, this
essay argues that it jumps too quickly to claim a Russia-China alliance and, therefore, misses
another aspect of Russia-China relations after the invasion of Ukraine: the imperial collision. This
essay aims to provide a preliminary framework for examining the driving forces that work to divide
and eventually undermine the Russia-China alignment.®

The essay starts in Part | by examining the anti-Western ideology shared by Presidents Putin
and Xi Jinping. Despite their common objectives, shared values, and personal commitments,
fundamental cracks in the ideology can still be detected — primarily due to the different approaches
adopted by Russia and China. Part Il examines the economic alignments between Russia and China
following the invasion of Ukraine. The goal of this section is to contextualize the ideological cracks
within three specific areas: trade, finance, and investment. While both Russia and China, on one
hand, and NCW pundits, on the other, highlight the high level of economic complementation—
either by celebrating or raising alarms—a closer look at the data reveals how ideological cracks
translate into discontent and risks for both countries. Part 111 discusses the lack of institutions in
the Russia-China relations that undermine stable and long-term cooperation. The essay will
conclude with some remarks on the ramifications of the debates on decoupling or de-risking policy
that this symposium is focused on.
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l. IDEOLOGICAL UNITY AND CRACKS
A.  Unity

President Vladimir Putin and Chinese President Xi Jinping have much in
common. Vladimir Putin came to power in December 1999 when he succeeded Boris
Yeltsin and became the President of the Russian Federation.” He was re-elected in
2004. From 2008 to 2012, he was the prime minister.® From 2012 up to the recent
election in March 2024, Putin served as the President of the Russian Federation.®
Putin’s second presidency coincided with Xi’s rise to power in 2012 and 2013 when
he became the Party Secretary General and then President of China.!° Both leaders
managed to amend their Constitutions to allow them to stay in power indefinitely—
Putin amended the Russian Constitution in 2020, and Xi the Chinese Constitution
in 2018.12

Both Putin and Xi assigned themselves historic missions as heirs of great
empires—Putin talked about the “spiritual renaissance” of Russia,!® and Xi’s “great
rejuvenation” of China. On that point, they both embraced a particular taste for
history. They both insisted on their own, distorted version of history and used it to
justify aggressive claims—Putin’s infamous speech on the eve of the invasion of
Ukraine!* and Xi’s use of history to justify China’s claims in the South China Sea
and over Taiwan. They both despise their immediate predecessors. “Putin felt no
alienation from the Soviet past,”*® an observer of Russian politics commented. Putin

" STEVEN LEE MYERS, THE NEW TSAR: THE RISE AND REIGN OF VLADIMIR PUTIN 169-73 (2015).

81d.

9 Paul Sonne, Little Choice But for Putin to Win Huge, N.Y. TIMES, Mar. 19, 2024, Al.

10 CHUN HAN WONG, PARTY OF ONE: THE RISE OF XI JINPING AND CHINA’S SUPERPOWER FUTURE 13-56 (2023)
(Chapter 1. Ascendant Xi—The Party Maketh the Man).

1 Anna Shashkova, Michel Verlaine & Ekaterina Kudryashova, On Modifications to the Constitution of the
Russian Federation in 2020, 8 Russ. L.J. 60 (2020); Jakub Sadowski, Amendments of 2020 to the Russian Constitution
as an Update to Its Symbolic and Identity Programme, 35 INT’L J. SEMIOTICS L. 723 (2022); Caroline von Gall, The
Concept of the “Living Constitution” in Russian Constitutional Theory and Practice, 46 REV. CENT. & E. EUR. L. 416
(2021).

12 The Chinese Constitution was amended in March 2018, which eliminated the two-term limit of presidency.
Keith Hand, Constitutional Supervision in China after the 2018 Amendment of the Constitution: Refining the Narrative
of Constitutional Supremacy in a Socialist Legal System, 23 ASIAN-PAC. L. & PoL’y J. 137 (2022) (providing
discussion of the 2018 amendment).

13 MICHEL ELTCHANINOFF, INSIDE THE MIND OF VLADIMIR PUTIN 79 (2018).

14 Address by the President of the Russian Federation, Feb. 21, 2022, Moscow, English translation,
http://en.kremlin.ru/events/president/news/67828. Anna Reid, Putin’s War on History: The Thousand-Year Struggle
over Ukraine, 101 FOREIGN AFF. 54 (2022) (The World after the War); Aman McLeod & Catherine Jean Archibald,
Putin’s Version of History and Claims of Provocation: An International Law Perspective on Russia’s Justifications
for the Ukraine War, 100 U. DET. MERCY L. Rev. 501 (Spring 2023) (Fallout: The Legal Impact of the 2022 Russian
Invasion of Ukraine).

15 ARKADY OSTROVSKY, THE INVENTION OF RUSSIA: FROM GORBACHEV’S FREEDOM TO PUTIN’S WAR 270 (2015).
See also MICHEL ELTCHANINOFF, INSIDE THE MIND OF VLADIMIR PUTIN 13 (2018) (“Yet Vladimir Putin fully shares
the cardinal values of the Soviet society.”).



79 WASHINGTON INTERNATIONAL LAW JOURNAL VoL. 34 No. 1

“had little respect for Gorbachev and saw him not as a man who had given Russia
freedom but as one who had lost the country due to his weakness.”*® Instead, Putin
remains an admirer of Peter the Great.'” Strikingly similar, Xi Jinping publicly
humiliated his immediate predecessor Hu Jintao.!® Xi has also not shown much
respect for Deng Xiaoping,*® the reformer who led the reform and open-door policy
since 1978. Instead, Xi maintains his admiration for Mao.?°

Both Putin and Xi consider themselves prophets. Putin talked about Europe in a
state of economic decline and moral decadence.?! In Xi’s vision for his great nation
was the decline of America. His slogan, dongsheng xijiang (%775f% “the East is
rising and the West is declining”) reflects this.?

Putin and Xi also see strategic interests in each other. In 2012, Putin began
distancing himself from Europe and turned to China.?® The feeling was mutual. In
March 2013, Xi chose Russia as the first visit abroad as the Chinese president.?*
During that visit, Xi upgraded the relationship with Russia to a “Comprehensive
Strategic Partnership” (4:iisims btk %). Shortly before the visit, on January 5,
2013, Xi referred to the collapse of the Soviet Union as a historical tragedy in a
speech to new members of the Central Committee.? “Why did the Soviet Union
collapse? Why did the Soviet Communist Party lose its power?” Xi asked his
audience, trying to encourage them to reflect on the lessons from the Soviet past so
that the Chinese Communist Party can avoid the same mistakes.?® Xi drew lessons
from “historical nihilism,” meaning the Party gave in and loosened control in the
ideological fight with Western powers. Xi might have been influenced by a
documentary being circulated within the party at the time, The Twentieth
Anniversary of the Collapse of the Soviet Union: What the Russians Have to Say

16 OSTROVSKY, id.

17 MICHEL ELTCHANINOFF, supra note 13.

18 Agnes Chang, Vivian Wang, Isabelle Qian & Ang Li, What Happened to Hu Jintao? N.Y. TImMES (Oct. 27,
2022), https:/lwww.nytimes.com/interactive/2022/10/27/world/asia/hu-jintao-congress-videos.html.

19 KEVIN RUDD, THE AVOIDABLE WAR: THE DANGERS OF A CATASTROPHIC CONFLICT BETWEEN THE U.S. AND X
JINPING’S CHINA 88 (2022) (“Xi wants to secure a place for himself in Chinese party history that is at least equal to
Mao and greater than Deng.”). An example is the way Deng is treated in Xi’s propaganda. See Steven Lee Myers,
China’s Leader, Hogging Spotlight, Elbows Communist Titan Aside, N.Y. TIMES, Nov. 6, 2018, A4.

2 Lingling Wei, China Is Looking to Move Ahead, But Xi Revives Mao-Era Playbook, WALL ST. J. (Dec. 29,
2023); FRANGOIS BOUGON, INSIDE THE MIND OF X1 JINPING (2018).

2L MICHEL ELTCHANINOFF, supra note 13, at 162.

22 Chris Buckley, “East Is Rising,” Xi Declares, Mapping China’s Post-Covid Path, N.Y. TIMES, Mar. 4, 2021,
Al3.

23 MICHEL ELTCHANINOFF, supra note 13, at 143.

24 Kevin Rudd, Sino-Russian Relations, in THE CRISIS WITH RUSSIA 75-82 (Nicholas Burns & Jonathon Price eds.
2014).

25 FRANCOIS BOUGON, INSIDE THE MIND OF X1 JINPING 39 (2018). The speech was published some years later in
Qiushi [k, Seeking Truth], the Party’s journal: Xi Jinping, >¢T M1k & o B4ttt 2 E X LA & [Several
Questions on Upholding and Developing Socialism with Chinese Characters], QIUsHI (2019, No.7).

% |d.
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(2013).27 In tracking the collapse of the Soviet Union, the documentary portrayed
Russia as a victim of a Western conspiracy. The documentary was the product of a
group of conservative intellectuals led by the Chinese Academy of Social Sciences
(CASS) and backed by the Party’s propaganda Department. The producers of the
2013 documentary were greatly encouraged by Xi’s interest in their work and, in
2021 (the centennial of the Party), prepared a new edition by incorporating Xi’s new
term, Historical Nihilism and the Fall of the USSR. 28 It remained in circulation and
even gained more influence among the Chinese elites in the wake of the Russian
invasion of Ukraine.?®

At the very core of the ideologies of Putin’s Russia and Xi’s China is nationalism.
To rally domestic support for anti-Western values and policies, both Russia and
China have carefully cultivated, fueled, and guided nationalism as a mobilizing tool.
In doing so, Putin and Xi portray themselves as the resistance force against the
“unipolar” world dominated by the West. In this aspect, the dominant ideology in
Russia and China tends to unify the two countries. However, as will be shown in the
next section, the same ideology also has the potential of splitting the two countries
when the question comes to Putin and Xi’s alternative visions and strategies.

B. Cracks

In October 2011, then Prime Minister Vladimir Putin published an article in
Izvestia, a major Russian newspaper, announcing that the Common Economic Space
of Russia, Belarus, and Kazakhstan (CES), would kick off on January 1, 2012.%°
Putin considered CES a milestone “for the broader post-Soviet space,” with the
ultimate goal of building the “Eurasian Union” that would also include Kyrgyzstan
and Tajikistan. While Putin denied that that he was not trying to revive the Soviet

27 FRANCOIS BOUGON, supra note 25, at 40; Jeremy Page, China Spins New Lesson from Soviet Union’s Fall,
WALL ST. J. (Dec. 10, 2013), https://mwww.wsj.com/articles/china-spins-new-lesson-from-soviet-union8217s-fall-
1386732800; Carry Huang, Paranoia from Soviet Union Collapse Haunts China’s Communist Party, 22 Years on,
SOUTH CHINA MORNING PosT (Hong Kong) (Nov. 18, 2013),
https://www.scmp.com/news/china/article/1359350/paranoia-soviet-union-collapse-haunts-chinas-communist-party-
22-years. The 2013 documentary (FRECT-5#T-H 20 4R —— P M AZEYriE [Sulian Wangdang Wangguo 20 nian ji—
eluosi zai sushuo, The 20th Anniversary of the Collapse of the Soviet Union and the Soviet Communist Party—What
the Russians Have to Say]) is available on YouTube: https://www.youtube.com/watch?v=F872J2bzXH8.

28 The documentary (7 % i TEE X 57— 25 Be T3 T H = H4Er 8% [Lishi xuwu zhuyi yu sulian jieti—dui
sulian wangdang wangguo sanshinian de sikao, Historical Nihilism and the Fall of the USSR]) is available on
YouTube (with English subtitles): https://www.youtube.com/watch?v=1JCX5S904yqg.

2 Chris Buckley, Beijing Campaign Casts Russia as the West’s Longtime Victim, N.Y. TIMES, Apr. 5, 2022, Al.

30 Vladimir Putin, A New Integration Project for Eurasia: The Future in the Making, 1zvESTIA [NEws], Oct. 3,
2011, English translation, https://russiaeu.ru/en/news/article-prime-minister-vladimir-putin-new-integration-project-
eurasia-future-making-izvestia-3-.
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Union, the Soviet nostalgia is obvious in Putin’s rhetoric. Here, Putin was embracing
an increasingly widespread populist ideology during the 1990s—Eurasianism.3!

Eurasianism is a Russian far-right, nationalist doctrine that redefines Russia’s
identity as an empire, a non-Western civilization uniquely located in the
geographical and cultural space that include Europe and Asia—Eurasia. Therefore,
Russia from a Eurasian perspective is not limited to its Slavic-Orthodox core, but
joined by other peoples, particularly peoples in Turkic Central Asia, in opposition to
Western hegemony.32 The Eurasian perspective was initially developed in the 1920s
but reemerged in the 1990s and gained national popularity. Russia, under Boris
Yeltsin, insisted on the notion of a “sphere of interest.”3® In January 1996, the
Council of Europe urged Russia to denounce as wrong the concept of treating former
Soviet republics who have now become indepenet countries “as a zone of special
influence called the ‘near abroad’.” 3* Alexander Dugin, the contemporary
Euransianist philosopher identified as “Putin’s brain,”® published his book in 1997,
Foundations of Geopolitics.*® In his book, Dugin discussed Ukraine and its
relationship to Russia, stating that, “[t]he existence of Ukraine in its current borders
and with the current status of a ‘sovereign state’ is tantamount to a monstrous blow
to Russia’s geopolitical security, tantamount to an invasion of its territory.”?’

This soon became more urgent as the “color revolution” in the former Soviet
republics unfolded between 2003 and 2005.%8 For example, the result of the election

31 CHARLES CLOVER, BLACK WIND, WHITE SNow: THE RISE OF RussIA’S NEW NATIONALISM 255 (2016) (Putin
may have taken an interest in Eurasianism as early as November 2000, when he stated “Russia has always perceived
itself as a Eurasian country” during a visit to Kazakhstan).

32 MARLENE LARUELLE, RUSSIAN EURASIANISM: AN IDEOLOGY OF EMPIRE (Mischa Gabowitsch trans. 2008).
David Kerr, The New Eurasianism: The Rise of Geopolitics in Russia’s Foreign Policy, 47 EUROPE-ASIA STUD. 977
(Sep. 1995, No.6); Charles Clover, Dreams of the Eurasian Heartland: The Reemergence of Geopolitics, 78 FOREIGN
AFF. 9 (Mar.-Apr. 1999, No.2); TIMOTHY SNYDER, THE ROAD TO UNFREEDOM: RUSSIA, EUROPE, AMERICA (2018).

33 WILLIAM H. HILL, NoO PLACE FOR RUSSIA: EUROPEAN SECURITY INSTITUTIONS SINCE 1989 160 (2018) (“For
much of the 1990s, the Russian Federation repeatedly expressed a special interest and asserted a droit de regard with
respect to security questions in the former Soviet area.”).

34 Parliamentary Assembly, Russia’s Request for Membership of the Council of Europe, Opinion 193 (1996),
adopted at the Assembly debate on 25 January 1996 (7th Sitting), para.10.11. See, Mark Kramer, NATO, the Baltic
States and Russia: A Framework for Sustainable Enlargement, 78 INT’L AFF. 731, 735 (Oct. 2002, No.4) (In March
2001, Vladimir Putin used the term “near abroad” in talking about the Baltic states.).

%5 Anton Barbashin & Hannah Thoburn, Putin’s Brain: Alexander Dugin and the Philosophy behind Putin’s
Invasion of Crimea, FOREIGN AFF. (Mar. 2014), https://www.foreignaffairs.com/articles/russia-fsu/2014-03-
31/putins-brain. Marlene Laruelle, Alexander Dugin and Eurasianism, KEY THINKERS OF THE RADICAL RIGHT:
BEHIND THE NEW THREAT TO LIBERAL DEMOCRACY 155-69 (Mark Sedgwick ed. Oxford 2019).

36 ALEXANDER DUGIN, FOUNDATIONS OF GEOPOLITICS: THE GEOPOLITICAL FUTURE OF RUSSIA (trans.). See also
John B. Dunlop, Aleksandr Dugin’s “Neo-Eurasian” Textbook and Dmitrii Trenin’s Ambivalent Response, 25 HARV.
UKRAINIAN STUD. 91 (Spring 2001); CHARLES CLOVER, supra note 31, at 232-48.

3" DuGIN, id., at 370.

% THE COLOUR REVOLUTIONS IN THE FORMER SOVIET REPUBLICS: SUCCESSES AND FAILURES (Donnacha O
Beachain & Abel Polese eds. 2010); JULIA GERLACH, COLOR REVOLUTIONS IN EURASIA (2014); VALERIE BUNCE &
SHARON WOLCHIK, DEFEATING AUTHORITARIAN LEADERS IN POST-COMMUNIST COUNTRIES (2011).
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in Ukraine was interpreted as a humiliating defeat in Russia.® Steven Lee Myers
noted that it was a “turning point” for Putin and Russia and stated, “[h]is initial
instinct to bring Russia into closer cooperation with the West, if not an actual
alliance, had faded as steadily as his political and economic power had grown.”*
Putin began to show growing nostalgia for the glory of the Soviet Union, and the
narrative that the collapse of the Soviet had become a “catastrophe.”* The color
revolutions also influenced his attitudes toward the Russian Orthodox Church.
According to French scholar Michel Eltchaninoff, “Putin turned more resolutely to
traditional values as he felt himself surrounded by hostile powers. . .42

Based on that Eurasian vision, Putin’s empire-building projects have been focused
on and limited to the Eurasian region: the Treaty on the Eurasian Economic Union
(EAEU) was signed on May 29, 2014, by Belarus, Kazakhstan, and Russia.*?
Armenia was admitted to the Union the day after it came into force. Kyrgyzstan also
acceded to the EAEU in August 2015.

Compared with Putin, Xi Jinping faced a very different context. China has been
integrated into the world market since 2001, following China’s accession to the
World Trade Organization (WTO). In 2008, China made the Summer Olympic
Games in Beijing a spectacular show to the world, boasting of China’s success and
prosperity. In 2009, China surpassed Japan and became the world’s second-largest
economy, measured by GDP.* China became suspicious of the United States when
the 2007-2008 Global Financial Crisis happened. Economically, Chinese leaders
were concerned about its own economic stability and injected a stimulus package to
revive the economy.* Rhetorically, Chinese leaders felt justified in blaming the
United States for mismanaging the global economy;* some even started tossing the

39 MYERS, supra note 7, at 276.
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idea of the Renminbi displacing the U.S. dollar.*” By March 2010, Google had shut
down its operation in China.*® China began to diverge from a pro-Western
orientation. Xi, who came to power in 2012, did not invent all these trends but
amplified them and made them central to his policy since he was in full control. The
China under Xi become more autocratic in domestic politics and assertive on the
global stage.*® Domestically, this included anti-West campaigns, increased Party
control, and promoting state-owned enterprises. On the international stage, Xi
adopted an aggressive style of diplomacy characterized by “wolf warrior”
diplomacy, more aggressive actions in the South China Sea, and defying the 2016
ruling of the Permanent Court of Arbitration at the Hague.>®

Xi’s response to Western hegemony on world stage was the Belt and Road
Initiative (BRI), a massive investment policy for securing energy and raw
materials.®* BRI was conceptually kick-started when Xi started talking about
reviving the “Silk Road” in 2013 and it became his hallmark policy in 2015. Unlike
Putin’s Eurasian projects, Xi’s BRI is global, in terms of geographical reach. More
fundamentally, Xi’s BRI is built on the premise that China should remain at the
center of the global supply chain and be a manufacturing hub that is deeply
connected with its main markets (Europe, the United States, and Japan) and raw
materials suppliers (Africa, Latin America, the Middle East, etc.). Thus, the core of
Xi’s empire is not Chinese culture, race, or religion, not even ideology, but market
force. At the very foundation of Xi’s empire is China’s continued access to—and
dependence on—the Western markets.

For the Eurasian ideologues, Xi’s empire would be a problem. Alexander Dugin,
for example, recognized China as a continental power, along with Germany, and
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(2018).

%0 Republic of the Philippines v. People’s Republic of China, PCA Case No.2013-19, Award, Jul. 12, 2016; see
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France,> but as a potential foe, not an ally. Dugin considered a Moscow-Berlin
alliance,> even a Moscow-Tokyo axis,> but not a Russia-China alliance.>® This is
because Dugin regarded China as a member the other side. Writing in 1997, Dugin
considered China’s reform in the 1980s had made China too close to the opposite
camp.®

There is no doubt that China’s perestroika, which began in the 1980s, was the
final turn from the Maoist period to the pro-Atlantic model, which should have
definitely sealed China’s break with the USSR and its orientation towards the
West.>’

If Dugin shows certain hostility toward China, the feeling is certainly mutual from
the Chinese side. The initial reception of Dugin in China was cold. An article
published in 2012 in the Journal of International Studies—a prestigious academic
journal based in Peking University—found chauvinism and ultra-nationalism in
Dugin’s work.%® This cold reception of Dugin’s work reveals that, before Xi took
control of China’s foreign policy, the Chinese policy circle did not find great
inspiration from the Russian ideology.

With Putin and Xi in control, the two countries did manage to find some
reconciliation. China found value in Dugin’s attacks on the West. In November
2018, Dugin was invited by the Chinese ultra-nationalist scholar Zhang Weiwei of
Fudan University in Shanghai for a series of lectures. The visit was successful, and
Dugin became an affiliated researcher at Fudan.®® In December 2018, Dugin was
invited to Beijing, where he visited the CITIC Foundation and delivered a lecture at
Peking University. Not surprisingly, Dugin changed his views on China. In 2020,
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for example, Dugin lavishly praised the BRI,%° a complete reversal of his earlier
position. While this reconciliation shows some flexibility for the hardline ideologues
on both sides, so far as they found common interests in challenging the Western
hegemony. However, it does little to address the fundamental differences in their
visions for the future. On the contrary, this reconciliation highlights the arbitrary
nature of these ideologies and, therefore, cultivates little confidence in the long-term
unity and stability of the relationship. The remainder of this essay will look into the
divergent interests and strategies that China and Russia have in their economic and
political relationship.

[I.  THE ECONOMIC ALIGNMENTS AND RISKS

In the years after the invasion of Ukraine, Russia and China increased their mutual
trade, investment and financial collaboration. In certain areas, China became a
substitute for the European Union as Russia’s primary trading partner. However,
China’s alignment with Russia undercuts China’s global ambitions in trade,
investment and growth because of rising geopolitical tensions with the United States.
China’s overcapacity problem—namely, that China produces far more than what its
domestic market can absorb—remains unaddressed simply because Russian
economy is too small, and it doesn’t have what China needs in terms of capital and
technology. From the Russian side, as Gilbert Rozman has reminded us, the dream
of large-scale industrial sales to the growing Chinese market during the 1990s has
failed to materialize.®! For Russia, not only does the asymmetrical relationship
continue,% but a higher level of dependence on China poses serious risks.

A. Trade

China’s trade with Russia can be characterized as a trade-off—it gains in trade
with Russia but loses big in its trade with the West. After the invasion of Ukraine in
February 2022, the United States, European Union, Great Britain, and Japan (the
West) imposed sanctions on Russia. As a result, between 2021 and 2023, trade
between Russia and the West decreased by US$184.1 billion.®® On the other hand,
however, Russia’s trade with BRICS countries (Brazil, China, India, South Africa),
Indonesia, and Turkey increased by US$124.4 billion,® offsetting the sanctions.

80 Alexander Dugin, The Belt and Road Initiative: A Eurasian Road, 1 Belt & Road Initiative Quarterly 6-18 (2020,
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Among them, Brazil’s trade with Russia increased by 80%, India by 70%, and China
by 60%.%

Trade between China and Russia increased substantially after the invasion.® In
the year 2023, China-Russia trade exceeded US$200 billion.®” Such strong trade
relations with Russia cost China its trade relations with the United States. China’s
trade relations with the United States have declined significantly since this China-
Russia trade boom. In fact, President Xi’s visit to the United States occurred in the
midst of China’s continued decline in export to the United States.®® By July 2023,
China had dropped to the third place among U.S. trading partners.®® This is a drastic
change from the years before—when China was the top trading partner for the
United States. China is now drifting toward a volatile and contentious relationship
with the United States.”

Oil and Natural Gas. On March 8, 2022, President Biden issued Executive Order
14066, prohibiting importation of Russian crude oil and petroleum products.”> On
June 3, 2022, the EU imposed a ban on crude oil and petroleum products from
Russia.” In September 2022, G7 imposed a price cap on Russian oil in order to cut
its revenue.” In the year 2022, however, China, along with India, Turkey, Brazil
increased importation of oil, posing a challenge to the sanctions.” In 2023, Russian
export of natural gas to China reached 22 billion cubic meters,’® and the goal was to
reach 38 billion cubic meters by 2025. China’s plan for the Siberia 2 pipeline was to
supply 50 billion cubic meters by 2027.”” However, this is far from the 150 billion
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cubic meters that Russia had supplied the European market prior to the invasion of
Ukraine.’®

Automobiles. On March 15, 2022, the EU prohibited the exportation of certain
automobiles and vehicles to Russia. ”® Most Western carmakers ceased their
productions in Russia, including Audi, BMW, Mercedes-Benz, Toyota, Mazda,
Land Rover, Mitsubishi, and General Motors.8’ However, the sanctions were not
effective because of parallel imports.8* On June 23, 2023, EU took new measures to
prevent circumvention .82 These measures created a vacuum for China’s automobile
exports to Russia. The year 2023 was a milestone for China’s auto industry—it
topped global exports by selling 5.26 million made-in-China vehicles.® Among
these exports, Russia accounted for 800,000. In May 2023, China surpassed Japan
to become the largest exporter of automobiles.?* In the first half of 2023, according
to the Economist, Russia imported nearly 300,000 Chinese cars worth US$4.5
billion, a six-fold increase from imports in 2022.% In July 2023, Chinese cars
accounted for nearly 80% of imports in Russia, according to Autostat, an analytics
firm

However, China’s gain in market share in Russia is accompanied by increasing
challenges in the global market. One example is the electric vehicle (EV) market. In
September 2023, Chinese EV manufacturers shocked the European automakers at
the Munich Auto Show by the number of new EV models that the Chinese makers
were able to display.®” In the fourth quarter of 2023, Chinese manufacturer BYD
surpassed Tesla in EV sales, selling more than 526,000 fully electric vehicles,
compared to Tesla’s 485,000 sales during the same period.% Overall, BYD was only
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second to Tesla in 2023, taking 16.% of the world EV market, with Tesla taking
19.3%.8° China also became the top auto exporter in the world by selling 5.26 million
vehicles in the overseas markets.®® The People’s Daily described China as an “Auto
Powerhouse Nation” (giche giangguo, % 32).% President Xi Jinping, in his 2024
New Year Message, called the new energy vehicle, together with lithium battery and
solar panels as “new bright color” (xinliangse, #iz:¢x) in Chinese economy.% Xi
likely felt that one of his strategies for China’s grown had been finally fulfilled. Ten
years prior, in May 2014, he visited a major auto maker in Shanghai and stated that
new energy cars were the path to an “Auto Powerhouse Nation.”® Ten years later, a
hope emerged in China that auto exports would reignite the engine of Chinese
exportation, which the country had enjoyed prior to the Covid-19 pandemic.%*
During their auto market expansion, China faced resentment from Western
markets. In October 2023, the European Commission initiated an anti-subsidy
investigation on Chinese EVs.® Market demand in Europe declined by March
2024.% Similarly, on December 4, 2023, the U.S. Internal Revenue Service (1.R.S.)
decided to exclude Chinese-made EVs from the US$7,500 consumer subsidy
provided by the Inflation Reduction Act.®” On February 29, 2024, President Biden
ordered the Commerce Department to open an investigation into foreign-made
software in cars, alleging Chinese technology was a potential national security risk.%®
These trade measures were part of the geopolitics after the Russian invasion of
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Ukraine, due to China’s implicit support to Russia. As a result of the growing trade
tensions, China’s exports continued to decline in 2023.%° Though Chinese official
media proudly reported the China-Russia trade reached a record level of US$240
billion in 2023, surpassing EU exports in 2021,1% the question remains as to whether
that is worthwhile for China. China’s exports to Russia accounted for US$111.0
billion,'%! less than one fourth of Chinese exports to the United States in 2023.102

B. Finance

Financial services by Chinese banks provided crucial support to the Russian
economy, but they also posed greater risks to each other. Shortly after the invasion
of Ukraine, the West took drastic measures to impose financial sanctions on Russia.
Two of the most significant measures were announced on February 26, 2022, when
leaders of the European Commission, France, Germany, Italy, the United Kingdom,
Canada, and the United States issued a joint statement.1% The European Commission
announced that Russian banks were removed from the SWIFT (Society for
Worldwide Interbank Financial Telecommunication) network, and that some
US$300 billion of Russia’s foreign reserves held by the Central Bank of Russia was
frozen. Western banks and financial institutions like Visa and Mastercard suspended
operations in Russia. In response, Russia quickly looked to China for a solution.

Russian banks started working with China and issuing credit cards powered by
China’s Union Pay.%* In March 2023, one year after the invasion, Russia turned to
Chinese Yuan. In the year 2022, Russian companies issued bonds denominated in
yuan worth more than US $7 billion; Russian banks offered savings accounts in
Chinese Yuan, and Russian households held almost US $6 billion worth of yuan
deposits at the end of 2022; the share of Russian exports paid for in yuan rose to
14% by September, up from 0.4% before the invasion.!® Chinese banks provided
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the financial services.%® According to Nikkei (B##&%%#), during the fourteen

months between February 2022 and March 2023, the Chinese banks increased their
financing from US$2.2 billion to US$9.7 billion. By the end of 2023, the share of
Yua-Ruble transactions reached 40% on the Moscow Stock Exchange, the highest
point in history.27

Growing dependence on the Chinese Yuan and the Chinese banks, however, also
exposed Russia to financial risks, such as Yuan’s potential volatility.1® In December
2023, President Joe Biden issued Executive Order 14114, which authorized
sanctions on any foreign financial institution that “conducted or facilitated any
significant transaction” in Russia. ! Soon after, Chinese banks slowed their
activities in Russia.!!® By of the end of April 2024, the United States threatened to
continue cutting off Chinese banks from the SWIFT network. ! Along with
sanctions, the stability of the Yuan poses another risk. The drastic decline in Chinese
exports and the outflow of foreign capital in the year 2023 further strained the value
of the Yuan.''? Consequently, Russia’s continued dependence on Chinese Yuan
inevitably exposes it to the volatility of the Yuan.!3

C. Investment

China’s investment in Russia remains small despite all the rhetoric that stated
otherwise. Until 2022, the total amount of Chinese foreign direct investment (FDI)
to Russia was very low, compared to the amount given in 2022. Before 2022, the
peak of annual Chinese FDI in Russia was in 2015 when it reached US$2.96
billion.!!* By the end 0f 2021, China’s accumulated FDI in Russia over several years
was US $10.64 billion, accounting for only 0.38% of China’s overall FDIs.'%®
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In contrast, China has acquired stakes in Russia’s energy sector, the Power of
Siberia, by adding lines 2 and 3 since Russia’s invasion of Ukraine in 2022.116
Moreover, China also increased investment in mining, transport and port
development projects in the Russian Far East.!*” Prithvi Gupta, a researcher at ORF,
estimated that from February 24, 2022, to May 1, 2023, Chinese state entities
invested US$3.44 billion in those projects alone, a significant increase of US$500
million from previous years. 18 Chinese investments in Russia are heavily promoted
and encouraged by the very top leaders through the Inter-governmental Russian-
Chinese Commission on Cooperation and Development of the Russian Far East and
Northeast China. On the Russian side, Deputy Prime Minister Yury Trutnev (in his
capacity as Presidential Plenipotentiary Envoy to the Far Eastern Federal District)
and Prime Minister Mikhail Mishustin are actively involved in Chinese investment
promotions.t®

However, even with the unprecedented political promotion, Chinese total
overseas direct investment (ODI) in Russia was US $31.8 billion in 2023—only a
small fraction of the US$130.1 billion that China invested in its Belt and Road
partner countries.*?® By contrast, in the year of rising geopolitics between China and
the West, the top three of China’s ODI destinations were Canada, the United States
and Great Britain.!?

This is consistent with recent history, characterized by heavy political promotions
with minimal effects. In October 2011, during a visit by then Prime Minister Putin,
China’s sovereign wealth fund, China Investment Corporation (CIC), agreed to
invest US $1 billion in Russia Direct Investment Fund in order to spur foreign
investment in Russia.'?? In June 2012, the Russia-China Investment Fund (FCIF)
was formed as the operational vehicle to carry out investment plans. By May 2014,

116 Aizhu Chen & Andrew Hayley, China’s Energy Investments in Russia, REUTERS, Mar. 20, 2023.
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118 This is significantly lower than the numbers announced by Russian Prime Minister Mikhail Mishustin in March
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21, 2023), https://tass.com/economy/1591931 (The disparity indicates that either Mishustin has inflated the numbers
for political purposes or most the projects did not materialize by the end of the year).
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the FCIF invested in four projects with a total amount of US$1 billion.*?® Areas of
investment included infrastructure, agriculture and timber sectors in Russia.'?* By
contrast, China’s net ODI in 2014 reached US $123 billion.'?®

After the annexation of Crimea in March 2014, Russia faced Western sanctions,
which included limiting access to Western financial markets and services by Russian
state-owned enterprises.'?® Russia turned to China for investment. In May 2015,
President Xi Jinping visited Moscow and issued a joint declaration with Putin,
joining the Silk Road Economic Stripes and Russia’s Eurasian Union.'?” Russia and
China signed a financing agreement for US$25 billion from Chinese banks.?
China’s investment in Russia jumped in July 2017, when Xi Jinping and Putin met
in Moscow and signed a series of agreements, accounting for US$12 billion of
investment. 12° FCIF was also expanded.*®* However, compared with China’s
US$158 billion net ODI in 2017, this was still a tiny fraction.

Vita Spivak, a researcher based in Milan, Italy, found during her field work at
Vladivostok, that the special economic zones (SEZs) created during 2014-2015 in
the Russia Far East attracted few investments from China.'*> Worse still, many of
the promised investments were not actual, but “contracted.”® In 2015-2018, the
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total amount of real Chinese investments in the Russian Far East only reached
US$38 million. The reasons for this lack of interest from Chinese investors are
familiar ones: red tape, poor infrastructure, corruption, etc.*3* In other words, despite
the ideological unity between the leadership on the top, Chinese investors expect the
same thing as Western investors—rule of law, transparency and fair dealing.
Ideological unity remains an empty promise until it helps clear hassles in the field.

1. INSTITUTIONAL INCAPACITY

The proceeding two parts of this essay have demonstrated that, despite all the
ideological unity between the two countries, significant differences exist between
the interests of China and Russia. The seemingly cooperative collaborations through
trade, finance, and investment also bring risks and discontents to each of them. To
maintain and manage their alignment, Russia and China need effective institutions.
However, Part 111 argues there is no such institution at the moment. Worse still, the
ideological cracks discussed in Part | will likely prevent the creation of any effective
institutions between the two countries because these ideological differences keep
dividing them and preventing them from developing institutions.

A.  How History Divides

The fact that Vladimir Putin and Xi Jinping have particular interests in history
may pose a serious challenge to Russia and China’s unity when it comes to
Vladivostok—the Russian Far East city that used to be called Haishenwei when it
was a Chinese territory during the Qing dynasty prior to 1860. Now Vladivostok is
filled with Chinese tourists, migrant labors, merchants, and investors,* China alone
accounts for three-quarters of imports through the port in Vladivostok. Furthermore,
starting in May 2023, China began using the Vladivostok port as a domestic terminal
to ship goods from landlocked provinces in Northeastern China.!*® The trouble,
however, is that many of its Chinese tourists remember Vladivostok by its Chinese
name and believe that it is still Chinese territory-*¥’

That is the worst concern for Eurasian pundits like Alexander Dugin, who
considers China dangerous to Russia as a “country of increased demographic density

134 Spivak, supra note 132; Jonathan E. Hillman, China and Russia: Economic Unequals, CSIS (July 2020),
https://www.csis.org/analysis/china-and-russia-economic-unequals.

135 Vladivostok: A Window into Wartime Russia, ECONOMIST 42-44 (Mar. 16, 2024).
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in search of ‘no man’s land.”*® Dugin imagines that China may “make a desperate
dash northwards into Kazakhstan and Eastern Siberia.”**® He reminds his readers
that “[1]n the realm of continental strategy, it is foolish to expect other nations to
stop their territorial expansion into Russian lands only out of respect for the ‘identity
of Russian culture.”’%4% On this topic, Dugin speaks for generations of Russians who
worry about losing Vladivostok and other territories in the Russian Far East to
China.#

This fear is only getting more intensive as the Chinese and Russian economies get
closer to each other. Since the late 1980s, the Russian Far East regions have had rich
resources, a declining population, inexpensive consumer goods, and a surplus of
Chinese laborers. However, the almost unregulated flow of migrants, as well as the
poor quality of consumer goods brought in by the “shuttle trade,” led to growing
resentment in the local communities and negative coverage in the local press.'#2 Old
fears emerged among local residents and nationalists in Moscow who were
concerned about China’s inevitable expansion into the Russian Far East regions.*
This concern continued to escalate. By the early 2000s,*** China’s invasion into
Russia became a national security concern.'®® Public opinion polls conducted in
2005 showed that “[t]he the idea that the Far East and Eastern Siberia (and for some
the whole Asian part of the country) are drifting away from Russia is practically
universally accepted in the Russian mind.”**® The economic cooperation between
Russia and China is “mostly perceived negatively by the population and
businesspeople, particularly in Siberia and the Far East, where people greatly benefit
from the activity.”'4’

As the Ukraine invasion drags on, Vladivostok and the Russian Far East will be
more intensively trapped in fear and anxiety. This is because the continued war in
Ukraine and a much weakened Russian economy forces Putin to divert more
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resources to European Russia; the local governors and elites in the Russian Far East
would have to play the “nationalist card” more aggressively in order to get attention
and support from Putin.'*8 In the meantime, the much-increased Chinese presence in
the Russian Far East not only reminds the Chinese that VVladivostok was theirs, but
also breeds the confidence that they have the capability to reclaim it.

B. How Strategy Divides

Another crack in China-Russia relations is on the global stage, as seen in their
diverging strategies in managing trade relations. This is best demonstrated by the
fact that China and Russia took opposite positions on a WTO rule—Awrticle XXI(b)
of the General Agreement on Tariffs and Trade (GATT) 1994, which allows member
countries to depart from regular norms in trade “which it considers necessary for the
protection of its essential security interests.”4

For along time, in part because of its vague language, the security exception under
Article XXI(b) was not frequently used.** This language was changed when former
United States President Donald J. Trump took office and began launching trade wars.
China and Russia responded differently. Russia followed the Trump
Administration’s disruptive attitude and embraced an extreme interpretation of
Article XXI(b)—insisting that the security exception is self-judging and the WTO
has no role to play. By contrast, China, having an interest in defending the WTO,
argued for a narrower interpretation of Article XXI(b).

On August 22, 2022, after eighteen years of negotiations, the Russian Federation
became the 156th WTO member.>! From 2000 to 2003, President Vladimir Putin
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establishment;

(iif) taken in time of war or other emergency in international relations.

Article XXI(b), GATT 1994.
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made Russia’s WTO accession one of his key priorities. However, his interest
wavered after he failed to reach the self-imposed deadline of 2003.1%? The accession
negotiation was filled with compromises and concessions from the West, including
the Europe Union’s own miscalculations.!®® By the time it joined the WTO, Russia,
under Putin, had lost interest in complying with the rule-based system.'**

In March 2014, Russia’s annexation of Crimea increased tension between Russia
and Ukraine.? In January 2016, Russia took measures to block the traffic in transit
by road and rail from Ukraine for the transportation of Ukrainian goods to
Kazakhstan.'® Ukraine brought the dispute to the WTO, alleging violation of WTO
rules. In its effort to deny application of WTO rules, Russia argued for a broad
interpretation of Article XXI(b) by insisting that the WTO panel lacked jurisdiction
to consider the dispute.’® The United States, as a third party, embraced Russia’s
position.’® China, also as a third party, embraced Ukraine’s position that the WTO
panel had jurisdiction and should follow the principle of good faith.*>® The WTO
panel found, after examination of the text, context, purposes, and history of
negotiation, Article XXI(b) “is not totally ‘self-judging’ in the manner asserted by
Russia.”!® Therefore, the Panel stated, “Russia’s argument that the Panel lacks
jurisdiction to review Russia’s invocation of Article XXI(b)(iii) must fail.”26!

China took its pro-jurisdiction position on Article XXI(b), despite its ideological
unity with Russia. China took this position because China had its own legal battle
with the United States regarding Article XXI(b). Between March and August 2018,
President Trump issued a series of presidential proclamations, declaring tariffs on
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foreign steel and aluminum products based on national security concerns.®? China
led the efforts to initiate WTO proceedings against the United States by requesting
consultations on April 5, 2018.1%3 A WTO panel was established in January 2019,%64
and it held its first meeting in October 2019.1%° During this period, China publicized
two white papers; one in September 2018 and the other in June 2019.1%" These
white papers accused the United States’ trade policy of being “America First,”
protectionist, and unilateralist. It presented a narrative that the United States was an
“economic hegemonic” and bully, while presenting itself as a defender of
multilateralism. In November 2018, China’s Ministry of Commerce publicized a
statement titled “‘China’s Position Paper on WTO Reform.”®8 |t suggests three basic
principles of WTO reform: (1) preserve the core values of the multilateral trading
system; (2) developing countries; and (3) consensus in decision-making. On May
13, 2019, China submitted the “Proposal on WTO Reform” to the WTO. 6°
According to China, the WTO was facing an “unprecedented existential crisis”: “The
abuse of national security exception, unilateral measures inconsistent with the WTO
rules, as well as misuse or abuse of existing trade remedy measures have severely
damaged the rules-based, free and open international trade order.”

One may argue that China’s position on Article XXI(b) was out of convenience
rather than conviction, because China is equally guilty of engaging in protectionism
and trade wars.}’® China’s position was clearly more rhetorical and symbolic than
sincere. However, China’s position still reveals its desperate need for an
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Trade War, 12 TRADE L. & DEVELOP. 456 (2020) (China’s self-claimed multilateralism is contradicted by its tit-for-
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international institution in dealing with a major trading partner like the United States.
It would need the same institutional framework in dealing with Russia too. This is
determined by its economic strength and interests as a trading and manufacturing
powerhouse compared with Russia. Putin’s habitual defiance of “Western” values
and norms constantly frustrate Chinese investors too, and will eventually crack the
unity between the Russia and China.

V. CONCLUSION

The alignment between Russia and China is not as solid as the “New Cold War”
theory suggests. On the contrary, as the war in Ukraine becomes a war of attrition,
and as Russia and China move closer to each other, tensions between them will grow
too. Those tensions will eventually greatly weaken their alignment and undermine
any possible alliance. Empires don’t work with each other, they collide.
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