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 the participants of the two workshops for the expertise and inspiration 
 they gave to the project. 



ACKNOWLEDGEMENTS



(10)
(11)The great-power system has been in constant change since the end of 
 the Cold War. The West emerged strong from the bipolar system. Under 
 the shelter of the US, the hegemonic economic and military power, the 
 European Union was also able to experience a major transformation into 
 a European-wide political body. Western values provided the basis for an 
 emerging system of global cooperation with norms and institutions regu-
 lating extensive areas of international political and economic cooperation.


It did not take long before a group of leading regional powers were 
 back on their feet and starting to question the universalist aspirations of 
 the Western-led international order, with the alleged hegemony of the 
 US at the top of it. The BRICS countries even established a loose coalition 
 to stress their joint unease with the prevailing international order. It had 
 become obvious quite early on that at least two members of this club were 
 not satisfied with the role of a regional hegemon and had more global 
 ambitions. China’s economy is predicted to surpass the US economy in 
 size in 2030, and the country has already become the largest trading na-
 tion globally. Having defined its international goals in a low-key manner 
 until the start of President Xi Jinping’s term in 2013, Chinese foreign 
 policy has assumed a new assertive tone to which the change of ruler 
 contributed. By now it has become obvious that not only has China the 
 necessary potential to challenge US hegemony, it also seems to have the 
 growing political will to use it.


Russia is the other challenger of Western dominance, with its global 
 ambitions even if its resources pale in comparison with those of China. 


Russia’s project to achieve a global great-power status is inspired by its 
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(12)historical identity and its alleged humiliation by the West during its po-
 litical transition after the collapse of the Soviet Union in the 1990s. Russia 
 longs for recognition of its great-power status in particular from the US, 
 including what it considers its legitimate interests in its neighbourhood.


This great-power dynamics is currently very much on the move, af-
 fected by a multitude of domestic and international factors. What was a 
 stable, bilateral balance of power during the Cold War, almost universal 
 in nature and dominated by a political and military balance amongst the 
 main powers, has now become a multiplex system with a variety of actors 
 reaching beyond state-level actors and with different power hierarchies 
 emerging in different policy fields. Nevertheless, relations between the 
 most powerful states, the great powers, remain the backbone of this 
 international balance of power. Changes in great-power dynamics have 
 implications far beyond the powers themselves, affecting trends of global 
 cooperation and conflict.


The present report focuses on two great-power relationships, between 
 China and Russia on the one hand and the US and Russia on the other. The 
 goal is to analyse the current developments and future trends in these 
 relationships, as well as their implications for the EU. The project was 
 funded by the Finnish Government Plan for Analysis, Assessment and 
 Research for 2018.


THE SCHOLARLY APPROACH AND THE RESEARCH QUESTIONS


The key assumption behind the study is that great powers matter and 
 that relations, broadly defined, between them are crucial with respect to 
 the main trends in world politics. Before going into the two great-power 
 relationships in question it is necessary to analyse their roles within the 
 broader system of international politics, particularly in light of the vivid 
 debate going on about the transformation of the international order. The 
 question to be addressed first thus concerns the basic character of the 
 current international system and the roles of single great-power rela-
 tionships against this background.


Different ways of understanding the political dynamics of world poli-
tics, the driving forces and the key actors, have evolved during the course 
of history. Whereas the focus in the 20th century was on state actors, the 
key forces driving their behaviour residing in the domestic as well as the 
international context, discussion on the decline of state power started to 
flourish at the turn of the 21st century. This was the golden era of globali-
sation discourse revolving around arguments about how technological 



(13)developments along with the forces of economic globalisation would chal-
 lenge the concept of state power based on territoriality and military force. 


The concept of interdependence, which was established in the late 
 1970s, heralded a strong turn against the geopolitical understanding of 
 state power1. The key argument was that state sovereignty had become 
 a highly relative concept in the current world of technological and eco-
 nomic interconnectedness, and not even the greatest of the great powers 
 could isolate themselves from the network of complex interdependence. 


This was assumed to imply the end of a single global-power hierarchy and 
 the dawn of multiple international regimes with different actor structures 
 and thus different power systems.


The current consensus seems to be based on a still more multifaceted 
 view of the structure of global politics. According to this view, people are 
 living in a world in which no single structure of actors, or power hierar-
 chy, matters. At some point parallels were drawn with the medieval era, 
 with its overlapping set of various power structures.2 Concepts such as the 
 multiplex world and the diffusion of power are used in the more recent 
 literature to capture the logic of the current situation3. In the context of 
 this report it is necessary to describe the arguments of such an approach 
 and to clarify how it relates to the on-going debate about liberal and 
 post-liberal world orders.


STATE POWER IN A MULTIPLEX WORLD


The main argument behind theories concerning the multifaceted structure 
 of world politics is that even if states are still key actors, they are not the 
 only ones defining the agenda and outcomes of world politics. Actors 
 ranging from multilateral enterprises to intergovernmental or non-gov-
 ernmental organisations, international terrorist groups and various types 
 of networks may in some cases be equally influential and can in many 
 cases also have a relatively long-standing position.


The emergence of a more heterogeneous structure of actors implies, 
 first and foremost, the lack of an overarching power hierarchy. In other 
 words, references to a world of poles, meaning power hierarchies between 
 states in a unipolar, bi- or multipolar world, capture only a part of the 
 factual power structures and may even be misleading in their simplicity. 


According to some scholars one could conclude that the significance of 


1  Keohane & Nye 1977.


2  Pabst 2017.


3  Nye 2015, 95; Acharya 2018, 7–19.



(14)state power varies between different fields of international relations. 


Joseph Nye, for instance, argues that although state power is still the 
 dominant structure in military (US hegemony) and economic (multipolar 
 structure) contexts, the power structures are much more heterogeneous 
 in other political fields.4 Others, however, take the view that state power 
 is equally exposed to sets of different actors throughout the global po-
 litical agenda.


The geographical scope of these power structures is also assumed 
 to vary, which further increases the complexity. The idea that world 
 politics are organised in line with a set of universal power structures is 
 being increasingly challenged in arguments emphasising the different 
 geographical range of existing structures. Factors affecting world poli-
 tics may be regional or even local. According to the on-going discussion 
 about post-Cold War American hegemony, even this dominant power 
 structure that is frequently perceived as universal is much more limited 
 in scope. According to John Ikenberry and Joseph Nye, for example, US 
 hegemony was never a truly global order but was rather limited to a group 
 of like-minded states, whereas Henry Kissinger points out that no truly 
 global world order has ever existed.5


The key assumption in this report is thus that there is no direct causal 
 linkage between the distribution of state power and the key outcomes 
 and developments of world politics. The way in which a balance of power 
 among states, and single great-power relations as part of this, exerts an 
 influence depends on the particular context and the overall set of actors 
 involved. It is in this light that we approach the two-great power rela-
 tionships addressed, between China and Russia on the one hand and the 
 US and Russia on the other. We do not claim that what happens within 
 the framework of these relationships, as a part of the overall system of 
 balance of power, is the only key structure: however, it is important 
 enough to be studied.


THE ROLE OF INTERNATIONAL ORDERS


Research on great-power relationships as part of a more complex set-up 
 of actors and structures in world politics should also address the question 
 of the international order. For the purposes of this report, first of all we 
 clarify the concept of an international order and analyse its relationship 
 with the notion of an international system. How does this project relate 


4  Nye 2015, 97; Ikenberry 2018, 17.


5  Nye 2015, 11; Ikenberry 2018, 11; Kissinger 2014, 2.



(15)to the on-going debate about the end of the liberal world order? How 
 should the two great-power relationships in focus be seen in that light?


A good way of describing ‘order’, and to distinguish it from system or 
 structure, is to define it as signalling something purposive.6 According 
 to J.G. Ruggie, orders should be understood as the coming together of 
 power and legitimate social purpose, such that these elements are fused 
 into the international system to project political authority.7 International 
 orders should thus be understood as broad sets of ideas, ideational struc-
 tures or narratives rather than physical embodiments. According to John 
 Ikenberry, liberal internationalism projects a vision of order in which 
 sovereign states – led by liberal democracies – cooperate for mutual gain 
 and protection within a loosely rules-based global space.8 Kissinger de-
 fines the world order as the concept held by a region or a civilisation about 
 the nature of just arrangements and the distribution of power applicable 
 to the entire world.9


For the purposes of this report we therefore understand an interna-
 tional order as having a dual relationship with state power. A dominant 
 international order is primarily a reflection of global power structures 
 in that it reflects the vision of a just order held by the leading powers. 


The reasons for the questioning of the liberal world order thus lie in the 
 weakening political and military power of the West, and of the US in par-
 ticular.10 However, as Ikenberry states, international orders seem, to 
 some extent, to have a life of their own independently of the power of 
 their immediate authors. The liberal international order, for instance, has 
 taken various forms in the course of history, with varying direct connec-
 tions to US power.


Second, as the vision of a group of states a particular international 
 order is also supportive of the power of its promoters, hence the liberal 
 world order naturally strengthens the role of the Western world. This 
 argument is eloquently defended by Charles A. Kupchan, who shows 
 how the nature of different hegemonies reflects not only their material 
 premises but also the normative dimensions of order11. He further argues 
 that normative preferences as well as social and cultural orientations affect 
 the character of hegemony and work in tandem with material incentives 


6  Duncombe & Dunne 2018, 26.


7  Ruggie 1982, 380.


8  Ikenberry 2018, 12.


9  Kissinger 2014, 9.


10  Ikenberry (2018, 18–19), however, rightly points out that change in power structures is not the only reason 
 for a particular international order being challenged: the coherence and broader legitimacy of another order 
 also affects its political role.


11  Kupchan 2014, 24–26.



(16)to shape hegemonic rule. Norms informing hegemonic world orders are 
 said to be derivative of the hegemon’s own domestic order. They are the 
 sources of order and strength in the hegemon (or in the metropole as 
 Kupchan puts it) and are deemed appropriate to serve the same function 
 in the international sphere.


From this perspective, the two great-power relationships studied 
 in this project are important with respect not only to their role in the 
 emerging new balance of power but also to the transformation of the 
 international order. One of the key questions we address is thus how 
 China and Russia perceive the key tenets of the liberal international order 
 and to what extent they are unified in their respective approaches. It is 
 a relevant question not least in light of Kupchan’s observation that one 
 might expect a transformation between two international orders to be 
 more peaceful the smaller the ideological distance between the old and 
 the new. Although transformation from a Western to a Chinese order has 
 its clear risks in this respect, there are many aspects of the current inter-
 national set-up that work in favour of a regionalisation of the system as 
 the next phase following the more universalist Western tendencies.12 This 
 would soften the collision between the two orders and steer the current 
 international system towards adopting regional systems of power.


THE RESEARCH QUESTIONS


The present report, funded by the Finnish Government Plan for Analysis, 
 Assessment and Research for 2018, is based on an independent research 


project, the focus and research questions of which should be considered 
 against the background of a more extensive research project funded by the 
 same source (‘Finland and the Tightening Competition in Global Politics’, 
 2015-2018). The focus of this larger, multiannual research project is on 
 changing global power structures and the diffusion of power, and the im-
 plications for the EU and Finland. It concerns the changing global balance 
 of power, specifically addressing the shifting dynamics in the relationship 
 between the US and China. It also considers both the material power rela-
 tions between the two nations as well as Chinese policies and ambitions in 
 challenging the position of the US hegemony, and traces the implications 
 of this power shift in the Western-led system of global governance.


The present project complements the above-mentioned study in fo-
 cusing on the great-power relationships that were not examined. Given 
 its limited term we cannot include the fourth major global actor, the 


12  Kupchan 2014, 58–60; Acharya 2018, 99–131.



(17)European Union, with its key relationships. Nevertheless, we discuss the 
 EU’s role in the concluding chapter when we consider the implications 
 of the two relationships.


The larger study on the relationship between the US and China refers 
 to many of the currently inherent ambiguities. First, there is an obvious 
 contradiction between China’s foreign-policy goals, as publicly stated, 
 and its concrete international actions. The explicit goals of balancing US 
 hegemony and contributing to a more multipolar system rather than re-
 placing the US as the leading great power are in contradiction with China’s 
 markedly global outreach and its level of ambitiousness in strengthening 
 its military power during the past few years. 


Although critical of the Western-led multilateral order based on liberal 
 values, China is at the same time highly dependent economically on the 
 stability and protection it provides. The Chinese ability to challenge this 
 system is thus firmly constrained, whereas in the current circumstances 
 it is Donald Trump’s government in the US that seems to be challenging 
 several cornerstones of the liberal international order. The project thus 
 subscribes to the general understanding that it is currently difficult to as-
 sess the implications of the changing global balance of power for the cur-
 rent international order and its institutions given the on-going conflicting 
 trends. We can show, however, that the challenging of the current liberal 
 order with its institutions and governance is piecemeal and directed more 
 specifically to certain aspects of its norms and institutions than others.


Against this backdrop – and to complement the picture of the emerg-
 ing global balance of power and its implications for the current liberal 
 international order and its institutions – it is necessary to assess the dy-
 namism in the overall great-power system. This project thus focuses on 
 the relations between China and Russia on the one hand, and between 
 Russia and the US on the other, the aim being to project the key trends in 
 these relationships during the coming decade. We consider both of them 
 on their own terms, acknowledging the particular nature of each and its 
 effect on the political dynamics and directions of development.


With regard to both relationships the first task is to analyse their gen-
eral character, mainly on the intergovernmental level, and to identify the 
key driving forces that will affect the situation in the coming years. In 
carrying out this task we consider the interdependency involved in these 
particular great-power relationships in the key areas of cooperation. To 
shed further light on this we focus on the key regional aspects, the aim 
being to assess how their regional interests - either compatible or con-
flicting – affect the overall relationships. In conclusion, we analyse the 
views of the two states on the current liberal international order with 



(18)its key norms and institutions with a view to finding out to what extent 
 these views coincide, and to what extent the visions of change are similar.


First, we focus on the relationship between China and Russia. The 
 deteriorating relations of both great powers with the United States have 
 paved the way for closer cooperation between them and has given rea-
 son – at least to scholars - to envisage a strategic partnership or even an 
 anti-Western alliance between the two. At the same time, however, the 
 growing imbalances in this relationship come to the fore, as the Chinese 
 upper hand in economic terms is strengthened due to recent trends in 
 the Russian economy. Having addressed the very general nature of the 
 Sino-Russian relationship we go on to consider the key fields, in other 
 words cooperation in matters of energy and both military and security 
 policy. We also consider current and future trends within these key fields 
 in terms of identifying constraining factors or possible game-changers 
 with respect to future cooperation. We then turn to the key regional foci 
 of the Sino-Russian relationship, in other words Central Asia and, to a 
 lesser extent, East Asia and the Arctic region. Given that both powers 
 have strong interests - including institutionalised cooperation – in the 
 same regions the question of whether these interests could be reconciled 
 or might encompass growing conflict potential is highly relevant.


Finally, we consider the approaches of both powers in the Sino-
 Russian relationship to the current liberal international order, compar-
 ing their visions and narratives as well as their more concrete roles and 
 involvement in current international institutions. 


We then turn to the second relationship, between the US and Russia. 


The imbalances are even more prominent, as post-Cold War Russia seeks 
 in vain to secure US recognition of a partnership of equals between the two 
 of them. We first consider the relationship in light of the factors defined 
 as its key domestic and international driving forces. It is obvious that 
 whereas the commonality of their authoritarian political systems plays a 
 crucial role in the Sino-Russian relationship, in the case of the US-Russian 
 relationship the personal aspect, in other words the relationship between 
 presidents Donald Trump and Vladimir Putin – including possible future 
 perspectives on their leadership – is a key factor.


Attention is then be given to key areas of cooperation such as arms 
 control, and also to the main regional foci, including Europe and the 
 Middle East. 


The conclusions drawn about the two great-power relationships are 
put into global and regional contexts in the final part of the report. How 
do trends in the Sino-Russian and the US-Russian relationship affect the 
general balance of power in the international system and the role of the 



(19)EU in particular? The dominant role of the Chinese power is evident here 
in that its relations with the other great powers – and the ways in which 
they develop – seem to affect the other parts of the system. China alone 
may have an impact on the maintenance or questioning of the liberal 
international order, and the Chinese threat is by far the most efficient 
factor that could change the longue durée of negative relations between 
the US and Russia. In this context the consequences of the potential likely 
scenarios within the great power set-up are analysed from the perspective 
of Finland’s international role and policies.
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1. THE SINO-RUSSIAN RELATIONSHIP


INTRODUCTION: THE CONTEMPORARY DEBATE 
 ON RUSSIA-CHINA RELATIONS


A sharp political conflict between Russia and the West over Ukraine and 
 Syria, the emerging Sino-American trade war as well as a recent back-
 lash against China observed in the West fuelled renewed interest among 
 scholars and analysts in the idea of a Russo-Chinese strategic partnership. 


The question of whether China and Russia might forge an anti-Western 
 alliance began to loom large in the writings of analysts and scholars.13


This renewed interest14 stands in stark contrast to sceptical attitudes 
 towards the Sino-Russian relationship that dominated analyses of in-
 ternational politics throughout the last decade. Cooperation between 
 Moscow and Beijing was interpreted as tactical, superficial and potentially 
 short-lived, with both states sweeping their numerous differences under 
 the carpet rather than resolving them. Analysts pointed to China’s rising 
 material power and growing influence in its neighbourhood as factors that 
 fuelled threat perceptions in Moscow and would ultimately lead to open 
 Russian-Chinese rivalry. As one American scholar put it, if the US, as the 
 only superpower, is suspicious of a rising China, how could the Russian 
 leadership – with its country in long-term decline – not be afraid?15 


13  See, for instance, Chase et al. 2017; Bond 2016; Korolev 2018; Bekkevold & Lo 2018.


14  Even though the expert community in the West has paid increasing attention to new developments in 
 Russian-Chinese relations, there is still limited dialogue between experts on Russia and on China, and it is 
 usually the former who are more interested in the Moscow-Beijing axis. For many China hands in the West, 
 Beijing’s ties with Russia are of secondary importance.


15  The author’s interview during a research stay at the Kennan Institute, Washington, DC, summer 2018.



(24)Contrary to expectations, Moscow’s relationship with Beijing contin-
 ued to thrive and developed in many new areas. Sino-Russian coopera-
 tion deepened significantly, gained in substance and became closer to a 
 genuine strategic partnership.16 The conservative turn during Vladimir 
 Putin’s third presidential term (2012-2018), the emergence of Xi Jinping 
 as China’s new leader (2012) and the Russian-Western conflict in the 
 aftermath of Russia’s 2014 annexation of Crimea are among the factors 
 that generated new impulses for Sino-Russian relations and resulted in 
 accelerating cooperation between the two powers.


Without doubt, Sino-Russian relations do not constitute a ful-
 ly-fledged political-military alliance. Neither Beijing nor Moscow is ready 
 to take on extra obligations and support the other in case of conflict with 
 a third party occurs. Preferring flexibility and ample room for manoeu-
 vre, Russia and China avoid getting involved in the other side’s disputes 
 with the West, be it over influence in Eastern and Central Europe or ter-
 ritorial claims in the South or East China Seas.17 This lack of support for 
 one another’s aggressive and risky moves creates a substantial barrier to 
 closer cooperation between the two and puts certain limitations on their 
 potential to challenge the West.


The growing interest in Sino-Russian relations among the Western 
 expert community has not been reciprocated by policymakers on either 
 side of the Atlantic. Their reactions towards closer cooperation between 
 Russia and China are close to non-existent. The majority of the US es-
 tablishment dismisses the prospect of a Sino-Russian alliance, even if 
 some attention is paid to Moscow and Beijing’s closer cooperation. Few 
 recognise the US role in bringing Russia and China closer together.18 The 
 2017 National Security Strategy identified both states as parallel strategic 
 competitors, ‘revisionist powers’ that challenged American interests and 
 influence.19 A quotation from the US Secretary of Defence, General James 
 Mattis, illustrates the prevailing view in Washington:


In terms of their relationship […] objective fact [is] that Russia 
 has more in common with Western Europe and the United States 
 than they have in common with China. I believe China has more 
 in common with Pacific Ocean nations and the United States and 
 India than they have in common with Russia. I think there’s a 
 natural non-convergence of interest. There may be short-term 


16  See, for instance, Røseth 2018; Bolt & Cross 2018. For the most skeptical voice in the debate, see Lo 2017.


17  Korolev & Portyakov 2018.


18  Author’s interviews during a research stay at the Kennan Institute, Washington, DC, summer 2018.


19  White House 2017. 



(25)convergence in the event they want to contradict international 
 tribunals or try muscling their way into certain circumstances…20


European policymakers generally subscribe to this viewpoint. They do 
 not see Sino-Russian cooperation as having a tangible impact on Europe.21 
 On the level of both the European Union and its member states, attitudes 
 and policies towards China and Russia differ significantly. The EU’s Global 
 Strategy on Foreign and Security Policy (2016) identifies managing rela-
 tions with Russia as its key strategic challenge and promises to seek en-
 gagement with China, but it does not make any reference to Sino-Russian 
 ties.22 While recognising certain similarities in Russia and China’s foreign 
 policies, the EU approaches each country separately.


THE BACKDROP: A RISING POWER GAP 
 BETWEEN RUSSIA AND CHINA


One of the most prominent features of the current Russian-Chinese re-
 lationship is the growing power gap between the two states. Despite its 
 dramatic widening since the 2008-2009 global economic crisis, however, 
 this gap has not prevented Russia, the weaker side, from developing closer 
 ties with China. On the contrary, Russia’s engagement with China has 
 only contributed to further widening the gap. Economic performance, the 
 strength of both states’ economies and the levels of military expenditure 
 illustrate its scope.


The Russian and Chinese economies grew at an impressive pace in the 
 2000s, by 5-6 and over 10 per cent, respectively. China’s GDP was more 
 than two-and-a-half-times bigger than that of Russia in 2008. The 2008-
 2009 global economic crisis hit Russia much harder than China. Russia 
 had suffered a deep recession after which it did not return to its pre-crisis 
 growth level, meanwhile China managed to maintain high-level growth. 


Prior to the Ukrainian crisis, in 2013, China’s economy was four times 
 bigger than Russia’s. The fall in oil prices, coupled with Western sanctions 
 following the annexation of Crimea, pushed the Russian economy into 
 recession. China, in turn, maintained a growth level of around 6.5-7 per 
 cent per annum. Consequently, China’s GDP was already eight times that 
 of Russia in 2017.


20  Mattis 2018. 


21  The author’s participation in the closed roundtable on Europe’s policy towards China and Sino-Russian 
 relations, July 2018. See also Allers 2018. 


22  European Union 2016.



(26)China’s nominal GDP grew to US$ 12.2 billion in 2017 (US$ 23.3 billion 
 in PPP terms). The Chinese market is now almost the same size as that of 
 the eurozone economy. As a user of resources, China is bigger than the US 
 and accounts for around 18 per cent of global output. The country’s tech-
 nical achievements are impressive and include soaring patent-application 
 numbers and the widespread use of industrial robots. Economic issues 
 play a key role in Chinese politics at the same time as China’s economic 
 interests such as the international position of the yuan have become issues 
 of global concern. 


The Russian economy, meanwhile, stagnated and its share of world 
 PPP-adjusted GDP (below 3%) is declining. As a result of the weak econ-
 omy and the rouble’s decline, nominal GDP reached just US$ 1.6 billion 
 in 2017 (US$ 3.75 billion in PPP terms), or less than half the size of the 
 German market. Russia’s prospects for growth and development deterio-
 rated further after the annexation of Crimea in 2014 and the ensuing sanc-
 tions. The economy is assigned only a secondary role in current Russian 
 politics. Divergent macro-economic developments are reflected in living 
 standards, and although Russia is still clearly above China in terms of per 
 capita GDP, the gap is narrowing. Nominal industrial wages measured in 
 dollars are already higher in China than in Russia, which could be partly 
 attributed to the weakness of the rouble.


Differences in economic performance translate into growing asym-
metry between the two states in terms of military expenditure. With 
regard to military budgets, China used to spend twice as much as Russia 
on its armed forces, which to some extent could be justified given that the 
Chinese armed forces are twice as large as those of its Russian counter-
parts. Russia’s military expenditure amounted to US$ 61 billion in 2008, 
and China’s to US$ 106 billion. Russia spent US$ 84 billion on defence in 
2013, compared with China’s US$ 171 billion. Russia’s military expenditure 
measured in US dollars dropped to US$ 66 billion in 2017, whereas China’s 
increased to US$ 228 billion, or three times as much as Russia spent. What 
is an even more acute illustration of the growing asymmetry, China’s 
military expenditure increased in absolute numbers but remained at the 
same level of 1.9 per cent of GDP. Russia, in turn, devotes a much larger 
proportion of its budget to its military spending: in terms of GDP share 
it rose from 3.3 per cent in 2008 to 4.3 per cent in 2017, having peaked 
at 5.5 per cent in 2016. The difference in available financial resources is 
qualitative: China has been conducting tests of its second aircraft carrier, 
the first to be built in a Chinese shipyard, whereas Russia’s only aircraft 
carrier is undergoing a general renovation, due to finish in 2021.



(27)The gap in material capabilities was accompanied by a growing political 
 gap – Russia needed China’s support more than China needed Russia’s. 


This kind of asymmetry stemmed from the different relations the two 
 states have developed with the West, and with the US in particular.


Sino-American relations represented a mixture of selective competi-
 tion and economic interdependence. The post-Cold War US policy towards 
 China was based on the assumptions that Beijing could be socialised into 
 the liberal international order and that China would ultimately emerge 
 as a responsible stakeholder, one that would share the global governance 
 burden with the US. Neither China’s unwillingness to accept US prima-
 cy in return for a greater say in the liberal order, proposed for the first 
 time in the form of G-2 by Zbigniew Brzeziński and Fred Bergsten, nor 
 its growing assertiveness in the South China Sea resulted in any decisive 
 shifts in US policy. 


The relationship between Russia and the US has tended to worsen in-
 crementally since 2005–2006. Attempts to mend ties, such as the ‘reset’ 


policy, did not manage to reverse the general trend. Russia’s 2014 an-
 nexation of Crimea, its intervention in Eastern Ukraine and the resulting 
 Western sanctions only deepened the asymmetry of mutual reliance and 
 need between Moscow and Beijing. Russia’s room for manoeuvre vis-à-vis 
 China diminished along with Moscow’s rising dependence on Beijing’s 
 political and economic support. At the same time, as China maintained a 
 good relationship with the US and benefitted from the open global order, 
 Beijing avoided taking sides and did not render explicit support to Russia 
 in the latter’s revisionist policy towards the West. China did not want to 
 openly back Russian actions that had put pressure on the US. 


DOMESTIC POLITICS: PAVING THE WAY FOR COOPERATION


Most of the analyses of Sino-Russian relations tend to neglect the domestic 
 dimension. Authors either see Russia and China as unitary actors pursuing 
 strategic and rational foreign policies or as states in which top leaders take 
 all the major decisions and steer the course of the bilateral relationship.23 
 However, the domestic political dimension cannot be ignored because it 
 constitutes an environment that is conducive to close cooperation be-
 tween the two states and helps to explain the current trajectory of the 
 Russian-Chinese relationship. 


Domestic factors facilitate the development of Sino-Russian ties in 
 three ways. First, regime survival is a top priority for both Moscow and 


23  For exceptions, see: Wilson 2018; Skalamera 2018.



(28)Beijing, and their concerns about survival are almost exclusively related 
 to the West and how they perceive it. Russia and China lack the domestic 
 incentive to portray the other side as a threat. Second, despite their cen-
 tralised leadership, both states are complex political-economic entities, 
 with a number of powerful individual and corporate actors pursuing their 
 parochial interests. This is not to deny that the direction of mutual rela-
 tions is defined by Vladimir Putin and Xi Jinping, or that their personal 
 ties accelerate cooperation. Nonetheless, it is worth noting that powerful 
 political and societal actors are included in the process of implementing 
 both states’ policies related to each other, and therefore their narrow 
 interests may influence the relationship. Moreover, along with closer 
 Russian-Chinese ties, the number of actors with a stake in maintaining 
 the relationship is growing. Finally, the ruling regimes in both states have 
 become entrenched during the last couple of years as the two leaders have 
 renewed their mandates.


Regime security


The issue of regime security and survival is one of the factors that have 
 brought Russia and China closer together. Regardless of the institutional 
 differences between the two political systems, their authoritarian features 
 engender a permanent feeling of uncertainty among the elites and prompt 
 them continuously to reaffirm their domestic legitimacy. Russia’s and 
 China’s political systems began to evolve along similar lines during the 
 last five years. Vladimir Putin’s third presidential term (2012-18) was 
 marked by authoritarian and conservative tendencies. Xi Jinping’s first 
 term in office (2012-2017), in turn, led to the reversal of certain political 
 reforms in China, the curtailing of freedoms and a heavy crackdown on 
 societal actors. Xi Jinping’s decision to remove term limits as President 
 of the People’s Republic of China made the Chinese system more person-
 alistic, whereas the Chinese Communist Party reversed current trends 
 and seriously limited the autonomy of governmental structures and 
 state institutions. 


What is most important from the perspective of the Kremlin and 
Zhongnanhai, neither state threatens the survival of the other’s political 
regime. The West, on the other hand, is regarded in both Russia and China 
as a potential threat to their legitimacy and, ultimately, to the survival 
of their regimes. Both states’ elites are convinced that the greatest threat 
to their regimes lies in what they see as Western policy aimed at stirring 
up a ‘colour revolution’ and accuse Western states of trying to accom-
plish a regime change. Regardless of how unfounded such fears may be 
given both regimes’ tough control over their societies, suspicion of the 



(29)West’s intentions does not abate. These fears give rise to similar views 
 on international politics. The threat stemming from Western primacy is 
 not limited to the West’s material pre-eminence, and also extends to the 
 Western ideology of liberal democracy. At the same time, Russian and 
 Chinese elites repeatedly accuse the West of employing double standards, 
 using democracy and human rights as mere pretexts to interfere in their 
 domestic affairs. 


Finally, regime security is an additional perspective from which the 
 Russian ruling elite interprets China’s ascendancy. The similarity of their 
 domestic political arrangements diminishes fears about the power gap 
 that has opened up between Russia and China. China’s political system, 
 growing domestic oppression and increasing tensions with the US guar-
 antee that Beijing will not push systemic change inside Russia and or 
 threaten the security or survival of Putin’s regime, despite the growing 
 asymmetry between the two states. On the contrary, both states can learn 
 from each other and share best authoritarian practices. Recent examples 
 of such authoritarian learning include legislation that puts limitations on 
 societal actors, first and foremost NGOs, and the introduction of legis-
 lative and technical measures allowing for the controlling and policing 
 of cyberspace.24


Powerful domestic actors


The internal construction of both regimes, including patronage networks 
 and powerful corporate actors with close ties to the leaderships, is an ad-
 ditional domestic-level factor that facilitates close cooperation between 
 Russia and China. Although particular Russian-Chinese agreements and 
 economic deals do not need to be economically beneficial to their states as 
 a whole, they may provide an avenue through which to distribute benefits 
 to the closest associates of leaders and the corporate entities they oversee. 


Thus, powerful actors are gaining a stake in maintaining close ties between 
 the two states and thereby contribute to diminishing threat perception, 
 especially on the part of Russia. The differences between the Russian 
 and the Chinese economies, in turn, limit the potential for competition 
 between particular domestic players. 


The factor of domestic politics is particularly important in the case of 
 Russia, as the weaker side. China’s political-economic rise has not un-
 dermined the domestic balance of power inside the Russian regime. As 
 far as most of the key actors who are able to influence domestic politics 
 are concerned, China’s ascendancy continues to present an opportunity 
 rather than a threat: the problem is rather its low level of engagement. 


24  For a more detailed analysis of cyberspace-related cooperation between Russia and China, see Bolt & Cross 
2018.



(30)The most relevant domestic players who have benefitted from cooperation 
 with China include: the energy complex, in particular the state-owned 
 oil company Rosneft, the privately-owned Novatek, the curator of the oil 
 sector in President Putin’s inner circle, Igor Sechin and to a lesser extent, 
 Gazprom;25 the military-industrial complex; the Russian Railways state 
 monopoly; the atomic energy company Rosatom; and oligarchs who have 
 been on good terms with the Kremlin such as Oleg Deripaska, Gennady 
 Timchenko and Alisher Usmanov. 


Similar processes are going on in China. In this case, the proponents 
 of cooperation with Russia include: state-owned energy companies such 
 as CNPC and Sinopec; provinces bordering with Russia, first and fore-
 most Heilongjiang; companies that have established rail links to Europe 
 and need to secure transit through Russian territory; and the People’s 
 Liberation Army.


Potential obstacles on the domestic level


The positive effects of domestic politics on Sino-Russian cooperation not-
 withstanding, there are potential obstacles, or ways in which domestic 
 politics may negatively influence developments.


One such obstacle is the internecine rivalry inside the ruling coalitions 
 in Russia and China. Examples in the energy sphere include the Rosneft-
 Gazprom rivalry over access to the Power of Siberia gas pipeline and the 
 Rosneft-Transneft rivalry over oil sales to China. In China, the fate of 
 CEFC, a private company with alleged links to Chinese security services, 
 illustrates the downside of murky patron-client networks. Having built 
 its profile in the energy sector, CEFC agreed in 2017 to purchase 14 per 
 cent of Rosneft’s shares for the price of US$ 9 billion: this was supposed 
 to be part of the (non-transparent) process of Rosneft’s privatisation. 


The CEFC was taken over by the Chinese state in 2018 and its owner was 
 charged with corruption leading to the cancellation of the deal. Although 
 it is unclear why CEFC was targeted by Beijing, Sino-Russian agreement 
 obviously fell victim to domestic infighting in China.


Another element that could disrupt Sino-Russian relations in the long 
 term is the growing nationalism in China and related feelings of superi-
 ority, if not chauvinism. This is mirrored in Russia in the fear of Chinese 
 expansionism underpinned by feelings of superiority, if not outright 
 racism. However, Chinese nationalism is generally targeted at Japan and 
 the US, and no longer at Russia: it would be hard to imagine how hatred of 
 Russia could ever surpass that of the Japanese in some nationalist circles, 
 even if China were to act more arrogantly in the future. 


25  On the domestic backdrop of Russia’s energy policy towards China, see Xu & Reisinger 2018.



(31)Finally, political turmoil in Russia and a change in the Kremlin might 
 slow down cooperation with China and even lead to a revision of the 
 threat assessment on the part of the Russian elite. Just as in other states 
 with close ties to China, such as Malaysia and Sri Lanka, criticism of 
 China’s presence and policy has the potential to provoke the opposition 
 into attacking the incumbent. The Russian opposition repeatedly por-
 trayed the Kremlin’s cooperation with China as one-sided, beneficial 
 exclusively to Beijing and a small corrupted Russian ruling elite. This 
 kind of accusation is evident in the discourse of opposition related to the 
 late Boris Nemtsov (as early as 2008) and to a current leading opposition 
 figure, Alexei Navalny. Even if change in the Kremlin looks implausible 
 in the short term, its effects on the relationship could be far-reaching.


ECONOMIC TIES: THE CENTRAL ROLE 
 OF ENERGY COOPERATION 


China is Russia’s largest trading partner, although in sheer numbers, 
 Russian-Chinese economic cooperation is dwarfed by both states’ rela-
 tions with their Western partners. Moscow and Beijing struggle to increase 
 their trade turnover to the level of US$ 100 billion (in 2017 it amounted to 
 US$ 84 billion). Meanwhile, Russia’s trade turnover with the EU amounts 
 to US$ 267 billion26, whereas China’s with the EU is US$ 665 billion27 and 
 with the US$ 634 billion.28 Even Russian and Chinese scholars admit that 
 economic cooperation lags far behind the pace of strategic and political 
 cooperation.29 These figures require qualification on two counts, how-
 ever. First, a substantial proportion of trade concerns energy resources, 
 primarily oil. The energy sector occupies a privileged place in the Russian 
 system of governance on account of the income it generates, its role in 
 Russia’s foreign policy and the linkages between the Kremlin and key 
 actors. From the Chinese perspective, the import of energy resources 
 from Russia also has a strategic dimension: the majority of deliveries are 
 via overland pipelines without transiting a third country, which makes 
 them the most secure routes. Second, given the close political relations 
 between Moscow and Beijing, both states are able to promote certain 
 economic projects for political reasons, even if their economic viability 
 remains sub-optimal.


26  European Commission 2018a. 


27  European Commission 2018b.


28  United States Census Bureau 2018a.


29  Luzyanin & Zhao 2018, 8–9. 



(32)Trade in goods


China-Russia trade in goods is driven by the growth in Russian oil-export 
 volumes, oil prices and exchange-rate fluctuations. China essentially im-
 ports energy and raw materials from Russia and the proportion of highly 
 processed products is marginal. Compared to the early-2000s, the struc-
 ture of Chinese imports from Russia is more one-sided as Russia managed 
 to increase oil supplies but failed to offer processed manufacturing goods 
 that appeal in the highly competitive Chinese market. This trend seems 
 to be continuing. Russian companies have not integrated into China’s 
 global value chains, and with the exception of tourism, trade in services 
 between China and Russia is on a low level. China’s exports to Russia, on 
 the other hand, consist of a variety of processed goods. Over the years, 
 the proportion of light-industry goods such as textiles and clothing has 
 declined, whereas trade in machinery and equipment has come to dom-
 inate. The structure of trade and its development well characterises the 
 export potential of the two countries, and there are no special features 
 in Sino-Russian trade compared with China’s and Russia’s trade with 
 other countries. 


Between five and six per cent of exported Russian goods went to China 
 in the 2000s. This has increased to 11 per cent in the current decade on 
 account of the increase in oil supplies. The percentage share of Chinese 
 goods in Russian imports, on the other hand, grew rapidly given China’s 
 overall strong export performance in the last decade. China has further 
 strengthened its position in the Russian market in the current decade 
 such that it supplies 21 per cent of goods imported into Russia. China’s 
 market share has increased by about four percentage points since 2014, 
 probably as a result of China’s strong competitiveness. Nevertheless, a 
 small part of it may be attributable to the collapse of Russia’s relations 
 with the West following the conflict with Ukraine. China’s food exports 
 seem to have benefited somewhat from the restrictions on food imports 
 that Russia imposed on the EU and other Western countries in 2014. At 
 the same time, Russia’s share of Chinese exports and imports of goods 
 has held firm throughout this decade at around two per cent. 


Investment


Companies nowadays are able to finance and deploy their investments 
quite freely, which makes it extremely difficult to identify the investment 
flows of companies from different countries. These statistical problems 
also affect foreign direct investments (FDI) between China and Russia. It 
appears from the available information, however, that investment ac-
tivity between the two countries is clearly lopsided: the FDI of Chinese 



(33)companies in Russia may be quite modest, but Russian corporate invest-
 ment in China is practically non-existent. For this reason, we focus solely 
 on Chinese FDI flows to Russia. 


According to figures obtained from the Central Bank of Russia, China’s 
 share of direct-investment flow to Russia has stayed constant at one per 
 cent or below. The years 2014 and 2015 were exceptions when invest-
 ments from other countries collapsed, and a couple of relatively large 
 investments in Russia’s energy sector increased China’s share to nearly 
 10 per cent in 2015. According to the latest Russian FDI statistics (Q3 2017), 
 however, China’s share in the stock of foreign direct investments has 
 returned to less than one per cent.


Figures from the Chinese Ministry of Commerce (MoC) show that di-
 rect investment in Russia accounted for less than one per cent of Chinese 
 companies’ overall annual direct investment abroad in the present decade, 
 except for 2015 when the figure was two per cent. According to the China 
 Investment Tracker (CIT) database30, 64 per cent of Chinese investment 
 flows to Russia in 2006-2017 went to the energy sector, and 11 per cent 
 to metal production. The cumulative value of annual flows was US$ 29 
 billion (the MoC’s cumulative flow figure for the same time period is only 
 US$ 10 billion).31 The most recent trend is China’s growing interest in 
 the Russian online market. In September 2018, Alibaba and the Russian 
 internet and mobile companies Mail.ru and Megafon established a joint 
 venture, AliExpress Russia, in which the Chinese behemoth holds 49 per 
 cent of the shares.


Russia and China have repeatedly attempted to increase mutual in-
 vestments, among other things by establishing the Russian-Chinese 
 Investment Fund. However, even political pressure has not always been 
 sufficient to convince Chinese banks and corporations to invest. Two 
 reasons stand out: the relatively small size of the Russian market and 
 concern about Western financial sanctions. 


The energy trade as a pillar of cooperation 


Russia’s role in the bilateral economic relations has increased visibly 
 only in the energy sector with the growth in Chinese imports of Russian 
 oil. China currently buys more than a fifth of Russia’s crude oil exports, 
 purchasing 24 million tons in 2013, 41 million tons in 2015 and almost 60 


30  A joint product of the American Enterprise Institute and the Heritage Foundation, the CIT consults public 
 sources to gather information on all Chinese FDI abroad that exceeds $100 million.


31  CIT statistics are unsuitable for exploring the stock and current structure of FDI, however, in that 
investments that Chinese companies have abandoned are not removed from the database. For example, 
almost the entire share of agriculture (9%) comprises a single deal in which the Chinese fund CIC paid $2 
billion in 2013 to purchase a 13% stake in the Russian Uralkali fertilizer company. Uralkali redeemed the 
Chinese stake in 2015.



(34)million tons in 2017.32 Judging by the pace of growth in the first quarter, 
 this volume could well increase by another one-fifth in 2018. Russia’s 
 share of China’s oil imports rose to 14.2 per cent in 2016. The next largest 
 suppliers, Saudi Arabia and Angola, each slipped to about 12 per cent. 


Meanwhile, the proportion of Middle Eastern oil in China’s imports 
 dropped to 43.4 per cent. Notably, these figures also reveal China’s strat-
 egy of decentralising its oil supplies and diminishing its vulnerability with 
 regard to maritime routes of resource delivery.


China purchases Russian oil from several sources: (a) the East Siberia 
 – Pacific Ocean (ESPO) pipeline’s branch to Daqing in northern China, 


which has two pipelines with a capacity of 15 million tons each that were 
 completed in 2011 and 2018, respectively; (b) the ESPO Pacific branch that 
 ends at the port of Kozmino, with a capacity of around 30 million tons; 


and (c) the pipeline transiting Kazakhstan. Rosneft and CNPC concluded 
 two 25-year contracts, which were signed in 2009 and 2013. Additionally, 
 small private refineries in China substantially increased their purchases 
 of Russian oil in 2017.


Russian-Chinese cooperation in the gas realm has failed to produce as 
 impressive results as those obtained in the oil sphere. Although Chinese 
 companies talked exclusively to Gazprom for years, with no results, in 
 2013 they changed their approach and successfully entered the Russian 
 LNG sector. CNPC joined the Yamal-LNG project, operated by the Russian 
 independent gas producer Novatek, along with the French energy com-
 pany, Total. CNPC acquired a 20-per-cent stake in the project and signed 
 a contract securing gas deliveries from Yamal-LNG, at a level of three 
 million tons. China’s Silk Road Fund purchased an additional stake in 
 the project (9.9%) in 2015, and in 2016, two Chinese state-owned ‘policy 
 banks’, the Export-Import Bank of China and the China Development 
 Bank, provided a US$-12-billion loan for the project’s development. LNG 
 deliveries from the Yamal Peninsula started at the turn of 2018, the first 
 one by sea arriving in China in July.


A breakthrough in the gas sector came at the Shanghai summit in 2014 
 when Gazprom and CNPC agreed on the construction of the Power of 
 Siberia gas pipeline. They signed a 30-year contract covering the delivery 
 of 38 billion cubic meters (bcm) of gas per annum, worth US$ 400 billion 
 in total. Although the details of the contract, including the price, remain 
 unknown, the construction of the pipeline has started. The Power of 
 Siberia is expected to start transmitting gas to China in late 2019, although 
 it will probably take another five years before it reaches its full capacity. 


Nonetheless, the pipeline and the contract bind Gazprom to the Chinese 


32  Tian 2018, 20.



(35)market in the long term, all the more so because the Russian company 
 abandoned the planned LNG project in Vladivostok, which would have 
 given it access to other Asian customers. The new gas fields, the explo-
 ration of which is necessary to fill the Power of Siberia, will supply the 
 Chinese market exclusively. Given the soaring gas imports, it is difficult to 
 forecast Russia’s share in the Chinese gas market. It will probably remain 
 lower than the level of China’s imports from Central Asian states, but it 
 provides China with a direct overland pipeline, which is strategically 
 important for Beijing.


The proposed construction of another gas pipeline, Altai (sometimes 
 called Power of Siberia-2), remains a distant prospect. The two sides 
 have signed several agreements concerning the pipeline during the last 
 decade, but no contract has followed. The location of the pipeline, in the 
 north-western part of China, makes it economically unviable. Additional 
 infrastructure is required to transport gas from the Xinjiang region to 
 the coastal parts of China, and gas pipelines from Central Asia still do 
 not operate at their full capacity. China’s willingness to discuss the Altai 
 project could be considered a political goodwill gesture towards Russia, as 
 Moscow is attempting to use the prospect of the Altai pipeline as leverage 
 in its talks with the EU, threatening to redirect gas away from Europe 
 to China.


The nuclear-energy sector represents another pocket of energy co-
 operation between Russia and China. Despite Chinese advancements in 
 the civilian nuclear sector in the last decade and a half, Russia’s Rosatom 
 has managed to keep its share of the Chinese nuclear-energy market.33 
 Rosatom completed three reactors at the Tianwan nuclear power plant 
 and plans to finish the fourth by early 2019. Both sides agreed on the con-
 struction of at least two additional reactors at Tianwan. Given Rosatom’s 
 weight and position in the Russian political economy, its participation 
 in the Chinese market further reinforces the strategic dimension of both 
 states’ energy ties.


The energy intensity of Russian exports to China should only increase 
 in the future. The major weakness of their current energy cooperation re-
 mains the absence of mutual investment in the oil and gas sectors. Chinese 
 companies have not received major shares in Russia’s upstream, having 
 failed to purchase 10 per cent of the biggest oil field, Vankor, announced 
 in 2014. Currently, CNPC has shares in a relatively small energy com-
 pany, Vostok Energy, which is exploring the Verkhneicherskoye and 
 Zapadno-Chonskoye fields, whereas Sinopec has a 49-per-cent stake in 
 the Udmurtneft company. Russian companies, in turn, have not gained 


33  World nuclear news 2018a; 2018b. 



(36)access to China’s downstream even though joint projects, first and fore-
 most the refinery in Tianjin, have been under discussion for the last decade.


Possible shifts in cooperation patterns


The growth in trade volumes between China and Russia in the current 
 decade derives mainly from China’s strong development, energy trade and 
 the collapse of Russian-Western relations, which forced Russia to seek out 
 business opportunities in Asia. There have been no political or institutional 
 breakthroughs or other changes in bilateral relations between countries 
 that would have brought economic relations to a qualitatively new level 
 compared to the beginning of the decade. Relations continue to be based 
 on trade in goods. Signs of any deeper economic integration are scant.


The economic dimension of the relationship reinforces Sino-Russian 
 ties primarily because of two factors: the strategic importance of the 
 energy trade for both states and the state-business nexus in both rul-
 ing regimes. This is not to say that economic calculations do not mat-
 ter – politics does not always trump economy in Sino-Russian relations. 


Nonetheless, economic rationales for collaboration need to be juxtaposed 
 with non-economic factors. One could thus assume that the most plau-
 sible scenario is a rise in the number of stakeholders in both states that 
 benefit from close Sino-Russian ties, often in a rent-seeking manner. At 
 the same time, there are several developments that would upgrade the 
 existing cooperation and shorten the current distance between the po-
 litical and economic dimensions of the relationship:


•  Chinese large-scale investment in infrastructure in Russia, such 
 as the construction of a high-speed railway line. The Russian 
 government invited China to participate in the construction of the 
 HSR line from Moscow to Kazan in 2014, but the project has not 
 been implemented. Sceptics consider it to be a non-starter, given 
 the size of the Russian market.
34


•  Joint civilian production. The most promising prospect is the 
 construction of a new wide-body jet, preliminary named C-929, 
 which would have to compete against the existing Boeing-Airbus 
 duopoly. Both states recurrently announce progress in the work 
 on this endeavour, but its future remains uncertain. Moreover, so 
 far Russia and China have been competing with each other on the 
 aviation market, promoting their new narrow-body airliners MC-21 
 and C-919, respectively. 


34  A Russian economist during the closed roundtable at FIIA, May 2018.



(37)•  The use of the Northern Sea Route on a commercial scale. Russia 
 and China undertook several joint endeavours in this regard, but so 
 far they have all been ‘trial balloons’, aimed at assessing the full-
 scale use of the route. Cutting short the time required to navigate 
 China-Europe maritime routes on condition of the use of Russian 
 technology such as ice-breakers and onshore facilities, would create 
 long-term mutually beneficial cooperation.


•  The opening of the Russian oil and gas upstream for Chinese 
 investors, coupled with the opening of the Chinese downstream 
 market for Russian companies.


•  The broadening of cooperation between small and medium-sized 
 enterprises that would be driven by opportunities for profit rather 
 than rent-seeking or political corruption. 


MILITARY AND SECURITY COOPERATION


The security, defence and military cooperation between Russia and China 
 has not yet reached the level of a fully-fledged military alliance, but some 
 observers argue that the increasing levels of cooperation make such an 
 alliance feasible if there is the political will in both states.35 The cooper-
 ation has evolved over the last decade, with joint exercises emerging as 
 the major pillar, gradually replacing arms trade in this role. Arms trade 
 revived after a pause in the mid-2000s but has probably reached its peak 
 following the recent transactions. Joint exercises, in turn, are becoming 
 more sophisticated and are continuously expanding into new areas. 


The arms trade: reaching its peak


Military-technical cooperation, which tends to focus on the bilateral 
 arms trade, is supervised by a separate bilateral commission, which was 
 established in 1992 and holds meetings on a yearly basis. The Commission 
 on Military Technical Cooperation is co-chaired by defence ministers from 
 the two sides. On the Chinese side it is sometimes co-chaired by one of 
 the deputy chairs of the Central Military Commission. 


The golden age of Russian arms exports to China was between 1992 
 and 2003 when Russia helped to upgrade the Chinese defence industry, 
 making it possible for the Chinese side to make a leap of one or two gen-
 erations in most areas of defence technology. China, together with India, 
 was a major foreign customer for Russian weapons, accounting for some 
 40-45 per cent of exports for most of the 1990s and early-2000s. In some 


35  See e.g. Røseth 2018; op. cit. 



(38)years the Chinese share of Russian arms exports reached 60 per cent. The 
 maximum value in real terms of Russian arms shipments to China was 
 reached in 2002, amounting to US$ 2.7 billion (adjusted for inflation that 
 would be US$ 3.76 billion in 2018).


Military-technical cooperation declined in the second half of the 2000s 
 following the successful digestion of many Russian defence technologies 
 by the Chinese military-industrial complex, also because of Russia’s 
 justified fears about the reverse engineering of many technologies de-
 livered to its Chinese counterpart. By that time Russia had managed to 
 diversify its arms-export markets and was more reluctant to transfer 
 its modern defence technology, fearing competition in third markets. 


However, cooperation started to intensify again in the early-2010s. China 
 continued to procure Russia-made components such as aircraft engines 
 and certain types of defence electronics, the production of which the 
 Chinese military-industrial complex could not master. The import of some 
 finished products, such as long-range surface-to-air missile systems, 
 transport and anti-submarine helicopters continued. As of 2016, deliveries 
 of Russian weapons and defence technology to China exceeded $3 billion


Russia and China signed two new major defence agreements in 2014 
 and 2015 – for two regiments of S-400 SAM systems and one regiment of 
 Su-35S fighters, respectively. The value of each deal was probably close 
 to US$2 billion. Both are due to be fully implemented by 2019, and Russia 
 has already delivered some of the equipment. The two agreements are 
 of special significance in the assessment of the current state of Russian-
 Chinese relations, representing the first sale of complex weapons systems 
 to China after a decade-long pause. In geopolitical terms the most relevant 
 aspect of the transaction is that, for the first time ever, Moscow decided 
 to sell more advanced weapon systems to China prior to supplying India. 


The earlier pattern of Russian arms sales in Asia was to sell more advanced 
 systems to India, thus pursuing a hedging policy against China and helping 
 to maintain a delicate balance of power between the two giants. From the 
 Chinese perspective, these weapon systems significantly enhanced the 
 PLA’s capabilities in the Taiwan Strait and the South China Sea.


At the same time, the arms trade probably reached its peak with the 
 sale of S-400 and Su-35, even though new projects were discussed during 
 the latest meetings of the Commission on military-technical cooperation. 


The Chinese co-chair of the Commission, General Zhang Youxia, was 
personally received by the Russian President Vladimir Putin in December 
2017. Several years ago, China showed an interest in purchasing diesel 
submarines and strategic bombers, and it is not impossible that one of 
these transactions will ultimately be realised. However, the incentive 



(39)for China to procure equipment in Russia is constantly diminishing. The 
 Chinese military-industrial complex has matured, whereas Russia’s of-
 fer has narrowed down. It is likely that the bulk of the arms trade will 
 be in spare parts and servicing rather than sales of complex weapons 
 systems. There is a cooperation programme for licensing the production 
 of anti-ship cruise missiles in China but its implementation remains un-
 certain. Moreover, along with the growing sophistication of the Chinese 
 military-industrial complex, competition with Russia’s Rosoboronexport 
 is expected to increase.


Joint exercises: from land to sea


The joint Russian-Chinese exercises conducted for the first time more 
 than a decade ago were an attempt to signal to the West the potential of 
 closer cooperation. These joint drills have since evolved into a solid un-
 derpinning of the military-security cooperation between the two states. 


Current components of these manoeuvres include land-based exercises 
 (the Peace Mission series), naval exercises (Joint Sea), computer-based 
 drills to defend against ballistic-missile attacks (Aerospace Security) and 
 troop exercises focusing on internal security.


The Peace Mission usually takes place every one or two years, either in 
 a bilateral format (2005, 2009, 2013) or within the Shanghai Cooperation 
 Organization (SCO) framework (2007, 2010, 2012, 2014, 2016, 2018). The 
 exercise is conducted on the territories of the various participating 
 SCO members (Russia, China, Kazakhstan, Kyrgyzstan and Tajikistan; 


Uzbekistan has so far abstained from participation) and usually involves 
 between 3,000 and 5,000 troops, armoured vehicles, helicopters and 
 combat aircraft. Scenarios of the exercises tend to vary from that of a 
 conventional war fought under an anti-terrorism banner to tackling the 
 destabilisation of Central Asia by non-state actors, including possible 
 incursions from Afghanistan or large-scale unrest in one of the Central 
 Asian states. Peace Mission 2018, organised in late August 2018, was the 
 first one to involve all SCO members, including newcomers India and 
 Pakistan as well as the usual abstainer, Uzbekistan. With the growing 
 number of participants and given the lack of trust between India and 
 Pakistan, one might expect the exercises to serve political aims for the 
 most part, especially during the multilateral manoeuvres. Moreover, 
 the 2018 event was overshadowed by China’s participation in the largest 
 exercises conducted by Russia since the fall of the Soviet Union, Vostok 
 2018 (see below).


Russia and China have been conducting annual naval exercises (Joint 
Sea) since 2012. These exercises deal with some of the most sophisticated 
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