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Abstract. This article examines Russo-Chinese investment cooperation in China’s Belt and Road
Initiative (originally the Silk Road Economic Belt). At the same time, it also studies bilateral agreements,
as well as investment and mechanisms. Another focus is the impact of the BRI in Central Asian countries
on Russian interests in the region. Research is based on an analysis of the history of joint Russian and
Chinese initiatives for economic development to determine the feasibility of cooperation in the BRI. Mean-
while, the authors discuss the BRI’s impact on the economic and foreign policy of the two partners, as well
as the risks and opportunities for Russia. The article is based on content and statistical analysis combined
with a historical approach. It concludes that Russia and China are actively developing investment coopera-
tion in the framework of the BRI, including the Silk Road Fund. The principal elements of the partnership
involve the economy and processing and transporting energy resources. Its objective is to attain both re-
gional economic stability as well as maximizing economic and political independence.-
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AnHOTaums: B crarbe uccienyercst unnimarusa «OnuH nosic, onuH nyTh» (BRI, Take Ha3bI-
Baemasi DxonomudeckuM [osicom llenxoBoro myth), npemnoxennas Kutaem B 2013 . Oco6oe BHUMA-
HUE yZeNsieTCs POCCUMCKO-KUTaliCKOMY HHBECTULIMOHHOMY COTPYAHUYECTBY B paMKax MpoekTa. Taroke
B Marepuajie Haubojee AeTalbHO IPEACTABICHb! IBYCTOPOHHHE COIVIAIICHUS U IPOaHAIU3HPOBAHbL
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OCHOBHbIE MHBECTULIMOHHBIE IOTOKH U CYIIECTBYIOLINE NHBECTUIIMOHHBIE MEXaHU3MBbL. B crarbe pac-
CMaTpHUBaETCs BOIPOC O pean3anuu rnpoekra « OUH Mosic, OUH MyTh» C ydacTheM crpaH LleHTpab-
HOW A3MHM B KOHTEKCTE HAallMOHAJILHBIX MHTEepecoB Poccuu B 3ToM pernone. HoBusHa uccienoBaHus
OCHOBBIBAETCS Ha AHAJM3€ POCCUICKUX M KMTAHCKUX MHUIMATUB B UCTOPUYECKOM PETPOCIIEKTUBE C
LIEJIBIO BBISBIICHUS] BEPOSTHOCTH OOBECMHEHUST POCCUIICKOTO M KMTAMCKOTO BUACHHS HOBOTO TII00AITh-
HOT'O 9KOHOMHYECKOTO Pa3BUTHS, a TAKKE PACIIMPEHHS] COTPYAHUYECTBA 110 OOBETMHEHUIO COBMECT-
HBIX YCHJIMH B JAHHOM HamlpaBJcHUH. Takxke c/enaH KpaTKUi MPOrHO3 Pa3BUTHS MPOCKTa B ONMKaii-
1Iel MepcrekTrBe. ABTOPBI IAIOT XapaKTEPUCTUKY BIMSHHS NPOSKTOB Ha POCCHHCKYIO U KUTAKHCKYIO
9KOHOMUKY, @ TaK)K€ Ha BHEIIHIOIO MOJUTHUKY JBYX CTpaH. B crarbe Taxke aHATU3UPYIOTCS PUCKU U
BO3MOXKHOCTH Juis Poccuu, cBsi3aHHbIE ¢ peanu3aiyei mpoekra. B xoae noroToBKy UCCIea0BaHus aB-
TOPBI HCIOJIL30BAJIM OOIICHAYYHbIC U CIICIMAIbHBIC METOIbI: KOHTEHT-aHAJIN3 U CTaTUCTUUECKHUH aHa-
JIA3, METOJ] NCTOPUYECKOTO aHAIIN3a U HCTOPUKO-PETPOCIIEKTUBHBIN MeTo. [1pu m3ydeHHn nmpooieMbl
OBUTH C/ICNIaHbI CIICIYOIIHME BBIBOJIBI: B COBPEMEHHON MEX/IyHApOIHO# noBecTke qHs Poccus u Kurait
AKTHBHO Pa3BHUBAIOT WHBECTHLIMOHHOE COTPYAHUYECTBO B paMKax NpoekTa « OJIMH I0sIC, OIUH ITyThY,
B TOoM unciie ¢ npusiedeHreM donna «IllenkoBbiii myTh». OCHOBHBIMU OTPACIISIMH COTPY/IHHYECTBA SIB-
JISIFOTCSL 9KOHOMUKA, 00BIYa M TPAHCIIOPTUPOBKA SHEproHocurenei. [odanpHas 3amava — JOCTIKEHIE
9KOHOMUYECKOH CTaOMIIBHOCTH B PETMOHE U B TO JKE€ BpEMs — IOJy4eHHE MaKCUMaIbHOW SKOHOMHUYE-
CKOM M MOJUTHYECKON HE3aBUCUMOCTH OT TII00AIBHON MOUTUYECKON KOHBIOHKTYPBI.

KmoueBsble cinoBa: Poccus, Kurait, Unnnmarusa «OnuH mosic, oOJuH MyThbY», DKOHOMUYE-
ckuii [Tosic llenkxoBoro ITyTu, s3xoHOMUKA

dunaHcupoBaHue: llccnenoBaHue BBINOIHEHO 3a CYET rpaHTa PoccHiickoro HaydHOTro
¢donna (mpoekr Nel19-18-00165).

Jna uurupoBanusa: Mapmuinenxo C.E., Ilapxumwvko H.I1. Poccuiicko-KuTaicKoe coTpya-
Hu4ecTBO B LleHTpanbHOI A3uH B KOHTEKCTE HHUIMATUBBI « OIMH OSAC, OJIMH Iy Thy». McTopHs 1 3K0-
HOMHYECKHe TepcrekTHBb / BectHuk Poccuiickoro yHuBepeutera apyx0b1 Haponos. Cepus: Hcro-
pust Poccun. 2019. T. 18. Ne 4. C. 845-864. https://doi.org/10.22363/2312-8674-2019-18-4-845-864

Introduction

The Silk Road was a network of trade routes, formally established during the Han
Dynasty. The road originated from Chang’an (now Xian) in the east and ended in the
Mediterranean in the west, linking China with the Roman Empire.

As China’s silk was the major trade product, German geographer Ferdinand von
Richthofen coined it the Silk Road in 1877.! It was not just one road but rather a series
of major trade routes that helped build trade and cultural ties between China, India,
Persia, Arabia, Greece, Rome and Mediterranean countries. It reached its height during
the Tang Dynasty, but declined in the Yuan dynasty, established by the Mongol Empire,
as political powers along the route became more fragmented. The Crusades in the fif-
teenth century as well as advances by the Mongols in Central Asia seriously disrupted
the Silk Route. By the sixteenth century, commerce with Europe had largely shifted to
maritime trade routes, which were then considered cheaper and faster. Today, Central
Asian countries are unable to interact with other countries. They are keen to integrate
with the world economy. They are members of WTO but are still heavily dependent
on Russia. For example, remittances, which dropped from earlier figures to a mere
15 percent in 2014, were specifically due to Russia’s economic woes.? In the contempo-
rary globalised world order connectivity and trade have come to occupy the centre stage

! Lee, A. “A brilliant plan. One Belt One Road,” CLSA, accessed May 4, 2019, https://www.clsa.
com/special/onebeltoneroad/.

2 McBride, James. “Building the New Silk Road,” Concil on Foreign Relation, accessed May 4,
2019, http://www.cfr.org/asia-and-pacific/building-new-silk-road/p36573.
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of international politics. Recently, several connectivity projects have been launched.
In this interplay of connectivity projects and North-South/East-West links, Central Asia
occupies a key position. Central Asia’s abundant natural resources and geopolitical lo-
cation in the centre of the Eurasian heartland has attracted major powers who are vying
for presence through such projects.?

From the historiographical point of view the problem of Russian-Chinese coope-
ration was the subject of interest of respectful Russian scientists such as S. Luzyanin,
V. Mamonov, D. Teurtrie, V. Kolosov, M. Zotova, F. Popov, A. Gricenko, A. Sebencov,
A. Larin, 1. Makarov, A. Sokolova, D. Mosyakov,* A. Mastepanov and others. They
researched quite all the aspects and fragmentations of Sino-Russian relations: from eco-
nomic to cultural and political ones.

Russian-Chinese relations are characterized by high dynamics of development,
a solid legal base, an extensive organizational structure and active ties at all levels.

China and the USSR established diplomatic relations on October 2, 1949.
The Soviet Union was the first foreign state to announce the recognition of the PRC.

After the collapse of the USSR, the Chinese government on December 24, 1991
recognized the Russian Federation as the legal successor of international rights and ob-
ligations of the former Soviet Union.

The basic principles and directions of bilateral cooperation are reflected in the
Treaty of Good Neighborhood, Friendship and Cooperation between the Russian Fede-
ration and the People’s Republic of China of July 16, 2001.

Today’s Russian-Chinese relations are officially defined by the parties as a com-
prehensive equal trusting partnership and strategic interaction. An intensive political
dialogue is ongoing. President of Russia V. V. Putin and President Xi Jinping meet annu-
ally at least five times a year.

Speaking about Russian-Chinese cooperation, we should mention the Agreement
on Good Neighborliness, Friendship and Cooperation between the Russian Federation
and the People’s Republic of China, signed on July 16, 2001 in Moscow by Chinese
President Jiang Zemin and Russian President Vladimir Putin, since this agreement laid
the foundation for high-quality a new stage of partnership between the two states.’

3 Joshi Nirmala, Kamala Kumari, “China’s Silk Road Economic Belt and the Central Asian Re-
sponse,” Russian International Affars Concil, accessed May 6, 2019, https://russiancouncil.ru/en/analyt-
ics-and-comments/analytics/china-s-silk-road-economic-belt-and-the-central-asian-response/.

4 S.G. Luzyanin, “ ‘Odin poyas, odin put’:’ rossiyskaya proyektsiya i problemy sopryazheni-
ya,” in Kitay v mirovoy i regional noy politike. Istoriya i sovremennost’ (Moscow: IDV RAN Publ., 2017),
27-37; S.G. Luzyanin, A.G. Larin, “Problema kitayskikh migrantov v Rossii v kontekste sopryazheniya “YEAES —
Shelkovyy put’,” in Kitay v mirovoy i regional 'noy politike. Istoriya i sovremennost’ (Moscow: IDV
RAN Publ., 2017), 64-76; V.A. Kolosov, M.V. Zotova, F.A. Popov, A.A. Gritsenko, and A.B. Sebentsov,
“Postsovetskoe pogranich’e Rossii mezhdu Vostokom i Zapadom (analiz politicheskogo diskursa),” Polis.
Political studies, no. 5 (2018): 57-69; I. Makarov, A. Sokolova, “Sopryazheniye yevraziyskoy integratsii
i Ekonomicheskogo poyasa Shelkovogo puti: vozmozhnosti dlya Rossii,” International Organization Re-
search Journal 11, no. 2 (2016): 40-57; D.V. Mosyakov, “Novaya i noveyshaya istoriya: modernizaciya
i globalizaciya vostochnyh obshhestv,” International Trends 15, no. 3 (2015): 103—106; A. Mastepanov,
and I. Tomberg, “Kitay diktuyet energeticheskuyu politiku XXI v.,” International Trends 16, no. 3: 6-38.

> Li Na. “Iniciativa ‘odin poyas, odin put'’ kak novaya model" sotrudnichestva KNR s Rossiey i
stranami Central ' noy Azii,” RUDN Journal of World History, no. 10 (2018): 384-385.
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Russia and China share a number of common interests, not least in post-Soviet
Central Asia. Beijing and Moscow are seeking to increase stability in the region and
reduce the threat of separatism, notably in Xinjiang Province and (just recently) the
North Caucasus. They both seek to limit the US presence in the region. In the economic
sphere, both China and Russia want to increase ties in the region and ensure markets
for their exports in the Central Asian economies. However, there are also sources of
contention. Beijing is very interested in gaining direct access to Central Asian energy
resources, while Moscow wants to maintain its dominant influence over the routes of
energy supplies in the region. Despite some rival economic interests, they are a not po-
tential source of conflict in the future, because there is much broader agreement on the
need to cooperate on enhancing political and economic stability in the region.

In the past 50 years China has developed from a poor inward-looking agricultural
country to a global manufacturing powerhouse.® Its model of investing and producing
at home and exporting to developed markets has elevated it to the world’s second-lar-
gest economy after the USA.

Now faced with a slowing economy at home, China’s leadership is looking for
new channels to sustain its appetite for growth at a time when developing neighbors are
experiencing rapidly rising demand.

At the heart of ‘Belt and Road Initiative’ (BRI) lies the creation of an economic
land belt that includes countries on the original Silk Road through Central Asia, West
Asia, the Middle East and Europe, as well as a maritime road that links China’s port
facilities with the African coast, pushing up through the Suez Canal into the Mediterra-
nean. The project aims to redirect the country’s domestic overcapacity and capital for
regional infrastructure development to improve trade and relations with Asean, Central
Asian and European countries.

First announced by Chinese president Xi Jinping in 2013, the core drive behind
OBOR was clear. China’s massive manufacturing sector, which had fueled its rapid ex-
pansion since the country’s opening up in the 80s, was reaching overcapacity relative to
sluggish global demand. Its export growth rate had slowed by a third since its historical
peak in 2006, according to World Bank data, weighed down by anemic global consumer
confidence still recovering from the 2008 financial crisis and continuing Greek and other
European sovereign debt and fiscal worries.

Meanwhile, China faced a domestic conundrum of its own. Investment accounted
for nearly half of GDP at the time, twice the world average according to OECD data,
and was running into sharply diminishing returns.” This meant that rather than China
consuming the fruits of its labor, more money was flowing into new real estate projects,
businesses, machinery, etc. than could be productively used.

BRI would achieve several goals in one fell swoop. Connecting China more di-
rectly with European and wealthy Persian Gulf consumer markets would vastly reduce
transport times and cost, breathing life into higher-end technology manufacturing deve-

¢ D.V. Mosyakov, “Novaya i noveyshaya istoriya: modernizaciya i globalizaciya vostochnyh ob-
shhestv,” International Trends 15, no. 3 (2015): 103.

7 “China Economic Snapshot,” OECD, accessed May 6, 2019, https://www.oecd.org/economy/
china-economic-snapshot/.
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loping up and down the East Coast, Pearl River Delta, and increasingly inland (with
China’s Western Development strategy). This improved ability to get high-tech and
finer products to market would drive up employment demand for their creators —
i.e. the engineers, designers, financiers, and everyone in between involved in China’s
burgeoning innovation economy. These high-value-added sectors would in turn provide
the growing urban middle class with spending money, driving up the domestic con-
sumption share of GDP to assuage economic concerns over the investment share.®

The economic basis of the BRI project

On 28 March 2015, during the Boao Forum for Asia, China’s National Deve-
lopment and Reform Commission, in conjunction with China’s Foreign Ministry and
Commerce Ministry, issued an action plan for the Belt and Road, bringing the concept
one important step closer to realization. Titled the ‘Vision and Actions on Jointly Build-
ing Silk Road Economic Belt (SREB) and 21* Century Maritime Silk Road,’ the official
document lays out the basic goals of the ‘One Belt One Road’ Initiative:

It is aimed at promoting orderly and free flow of economic factors, highly efficient allo-
cation of resources and deep integration of markets; encouraging the countries along the
Belt and Road to achieve economic policy coordination and carry out broader and more
in-depth regional cooperation of higher standards; and jointly creating an open, inclusive
and balanced regional economic cooperation architecture that benefits all.’

The Initiative’s current priority is infrastructure connectivity. Towards that end,
the Chinese government has facilitated the establishment of the Asian Infrastructure
Investment Bank and set up a 40 billion US dollars Silk Road Fund.

SREB in geographically sense starts from China on the east end of the Eurasia
continent, passes through Central Asia, West Asia, South Asia and some other regions
by three lines (north line, middle line, and south line), approaches the Caspian, Black
Sea, Mediterranean Sea and the Arabian Peninsula, and arrives in Europe and North Af-
rica on the west end of Eurasia. Specifically, the three lines of the SREB are as follows:

= ‘North Line’ starting from China, via Kazakhstan, through southern Russia,
through the Ukraine, Belarus, by Poland and other Eastern European countries, and finally
reaches Germany, arriving in Western Europe;

= ‘Middle Line’ starting from China, via Kyrgyzstan, Tajikistan, Uzbekistan by
Turkmenistan and continues along the south shore of the Caspian Sea, finally reaching
Europe through Turkey;

= ‘South Line’ starting from China, via Afghanistan, Pakistan, through Iran into
the Arabian Peninsula, and then reaches North Africa through Egypt.'°

§ Marcus Ryder, “One Belt, One Road, One Trillion Dollars — Everything You Need to Know in One
Essay,” CGTN.COM, accessed May 4, 2019, https://news.cgtn.com/news/3d63544d3363544d/share_p.html

° “On the Formation and Significance of the Silk Road,” CNKI.NET, no. 1 (2017), http://kns.cnki.net/
KCMS/detail/detail.aspx?dbcode=CIJFQ&dbname=CJFDLAST2018&filename=XWLL2017S1192&uid=WEE-
VREcwSIJHSIdATTEYZzVDhsN3d4K3BWZHE 1M 1RqQk5wUVdiSW1lvaDVOcz0=$9A4hF YAuvQS5obgVA-
gNKPCYcEjKensW4IQMovwHtwkF4VYPoHbKxJw!!&v=MjM3MjdTNORoMVQzcVRyV00xRnJDV-
VIMT2ZZdVIvRnk3aFY3ekFQVHIIWXJHNEg5Y XZybzZVNWm9ISOGVYMUx 1eFk.

10 Silk Road Economic Belt: Prospects and Policy Recommendations. Working Papers, May 20,
2014, http://intl.ce.cn/specials/zxxx/201405/26/P020140526515434111874.pdf.
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One end of the SREB is the East Asian-Southeast Asia industrial chain, and the
other end connects the developed Europe and the developing Africa. Even by the nar-
row-definition estimates, the SREB covers a population of 2.175 billion, accounting
for 30.87 % of the world’s total population. It is also related to economic scale of about
16 trillion U.S. dollars, accounting for 22.1 % of world total. By the broad-definition
estimates, the SREB covers a population of approximately 3 billion, and relates to eco-
nomy of approximately $23 trillion USD, with huge market potential."!

China is backing the plan with considerable resources, setting up, as we men-
tioned above, a New Silk Road Fund of $40 billion to promote private investment along
BRI. The New Silk Road Fund is sponsored by China’s foreign exchange reserves,
as well as government investment and lending arms.

In addition, the Asia Infrastructure Investment Bank is widely expected to sup-
port the initiative with a considerable share of its $100 billion in lending, and the China
Development Bank reportedly said it would invest almost $900 billion into more than
900 projects involving 60 countries to bolster the initiative.'? The OBOR goes well be-
yond infrastructure, envisioning closer coordination of economic development policies,
harmonization of technical standards for infrastructure, removal of investment and trade
barriers, establishment of free trade areas, financial cooperation and ‘people to people
bonds’ involving cultural and academic exchanges, personnel exchanges and coopera-
tion, media cooperation, youth and women exchanges, and volunteer services."

BRI would achieve several goals in one fell swoop. Connecting China more di-
rectly with European and wealthy Persian Gulf consumer markets would vastly reduce
transport times and cost, breathing life into higher-end technology manufacturing deve-
loping up and down the East Coast, Pearl River Delta, and increasingly inland (with
China’s Western Development strategy). This improved ability to get high-tech and
finer products to market would drive up employment demand for their creators —
i.e. the engineers, designers, financiers, and everyone in between involved in China’s
burgeoning innovation economy. These high-value-added sectors would in turn provide
the growing urban middle class with spending money, driving up the domestic con-
sumption share of GDP to assuage economic concerns over the investment share.

There’s a geopolitically vital addition to BRI’s benefits: increasing the efficiency
of land and maritime trade routes would share China’s economic success with its peers
near and far by geographically dispersing complex supply chains across national bor-
ders. Large projects up and down the supply chain are already starting to see needed

I “The Impact of the New Silk Road on Trade: Analysis of Integration Model,” CNKI.NET,
no. 3 (2019), http://kns.cnki.net/KCMS/detail/detail.aspx?dbcode=CJFY &dbname=CJFDLAST2019&-
filename=DLCS201903019&uid=WEEVREcwSIJHSIdTTEYZzVDhsN3d4K3BWZHEIM1RqQk5wU-
VdiSW1vaDVOcz0=$9A4hF_YAuvQ50bgVAqNKPCYcEjKensW4IQMovwHtwkF4VYPoHbKx-
Iwl&v=MTQOOTkxRnJIDVVIMT2ZZdVIJvRnk3aFU3elBJUOhJZmJHNEgSak1ySTIFYIISOGVYMUx-
1eFITNORoMVQzcVRyV00.

12" China Development Bank data, accessed May 11, 2019, http:/www.cdb.com.cn/English/xwzx_
715/khdt/201803/t20180309 4988.html.

13 Bert Hofman, “China’s One Belt One Road Initiative: What we know thus far,” World Banck
Grup, accessed May 11, 2019, http://blogs.worldbank.org/eastasiapacific/china-one-belt-one-road-initia-
tive-what-we-know-thus-farK_ftnref1.
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funding regardless of nationality. Chinese companies are investing massively in Central
Asia’s mining and petroleum industries, for example, improving employment condi-
tions for substantial portions of their labor forces. And experienced Chinese high-speed
rail companies, which have laid more track than the rest of the world combined,
are building and planning networks in Southeast Asia and Africa (linking over sixty
countries of the latter in conjunction with road construction projects).'*

The historical retrospective of the Russian-Chinese economic cooperation
in Central Asian region

Despite the collapse of the Soviet Union and China’s growing economic influence
in Central Asia, Russia keeps playing a substantial role in the region through a combi-
nation of energy, culture and military bonds that run too deep for China to severe in the
short to medium term."> China historically lags behind Russia in the matters of influence
on Central Asia’s humanitarian field.

Economically, while China has emerged as the region’s number one trading part-
ner and investor, Russia remains a dominant economic force in Central Asia. Russia
continues to play a bigger role than China in the Central Asian oil market. Kazakhstan’s
two largest oil pipelines (with a combined export capacity of 1.42 million bpd) termi-
nate on Russian territory, in Novorossiysk and in Samara. Tajikistan imports 90 percent
of all petroleum products from the Russian Federation, while neighboring Kyrgyzstan
brings in 92 percent of its fuel from Russia. Uzbekistan, with the region’s largest po-
pulation of 28 million people, consumes mostly internally produced natural gas but
exports more than half of its remaining gas through Russia.

Russia’s economic dominance in Central Asia is more prominent given the re-
liance of Central Asian countries on migrant remittance from Russia. About 1 million
Kyrgyz citizens and over 1 million Tajikistan citizens (about half of each country’s
workforce) work in Russia. Tajikistan, a country with 8 million people, has been able
to regain stability after the 199297 civil war, because many of its citizens are earning
a living in Russia. The same goes for Kyrgyzstan, a country of less than 6 million and
where two presidents have been overthrown since 2005.'® According to World Bank
data, migrant remittance from Russia accounted for 25 per cent of the GDP in 2018
for both Tajikistan and Kyrgyzstan, and 12 per cent for Uzbekistan.'"” While Russia’s
recent economic crisis and drop in the Ruble value has led to notable reduction of mi-
grant remittance to these Central Asian countries, a significant portion of their GDP
will continue to come from remittance from Russia given there is limited employment
opportunities domestically and elsewhere, except Russia.

4 Marcus Ryder, and Patrick Musgrave, “One Belt, One Road, One Trillion Dollars — Everything You
Need to Know in One Essay,” CGTN, accessed May 12, 2019, https://news.cgtn.com/news/3d63544
d3363544d/share p.html.

15 Garret Mitchell, “China in Central Asia: the Beginning of the end for Russia?” SLOVO 26,
no. 1 (2014): 7.

16 James Sherr, “How to Suborn Great Powers,” 4sia Policy, no. 16 (2013): 166.

17 “Russia’s rouble crisis poses threat to nine countries relying on remittances,” The Gardian, accessed
May 12, 2019, http://www.theguardian.com/world/2015/jan/18/russia-rouble-threat-nine-countries-remittances.
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Russia’s ability to advance a Moscow-centered regional economic integration
framework also promotes Russian economic supremacy over China in Central Asia.
On the one hand, since 2003, the Chinese concept of SCO (Shanghai Cooperation Or-
ganization) free trade zone has not materialized because of the lack of support among
member countries.'® On the other hand, in 2010 Russia successfully established a Moscow-
centered Eurasian Customs Union which was upgraded in May 2014 to the Eurasian
Economic Union (EEU). The EEU comprises members such as Russia, Belarus, Ka-
zakhstan, Armenia and Kyrgyzstan (since 1 May 2015), and is open for Tajikistan and
even Turkey to join this organization. The objective of the EEU is to establish a bloc of
post-Soviet republics and to create a single market for goods and services among mem-
bers."” Taking into consideration both economic and political aspects, the EEU could
serve as a potential counter-balance to Sino-Central Asian economic ties.

In the political and security arena, Russia’s dominance is even clearer. Five Cen-
tral Asian states were all founding members of the Russian-centered Commonwealth of Inde-
pendent States (CIS). Member countries interact within the CIS through its coordinating
institutions such as Council of Heads of State, the Council of Heads of Government and
the Councils of Foreign Ministers and Defense Ministers to promote regional coopera-
tion on various issues. On the CIS platform Russia has enhanced its leading military
role establishing the Collective Security Treaty Organization (CSTO) in the post-So-
viet space including Central Asia. In recent years Russia has expanded defense capabilities,
legal mandate, and a range of CSTO missions in the region. At the forefront of these
efforts is a Russia-led plan to create a new CSTO Rapid Reaction Force (RRF) and
a larger Central Asian Military Group.”® As CSTO is evolving into a more coherent
organization, American political scientist Jeffrey Mankoff argues that political and se-
curity integration via CSTO ‘provides Russia an avenue for direct intervention in Central
Asia.’*! Withdrawing NATO from Central Asia after 2014 further enhanced the Russia-led
CSTO as the dominating security force in the region. In comparison, the China-centered
SCO does not provide any security presence in Central Asia.

Lastly, the biggest advantage of Russia in Central Asia is supported, perhaps, by the
fact that Central Asia represents one of the unique locations in the world, where Rus-
sia successfully implements instruments of soft power. Russian language is dominant
in Central Asia and many of the Central Asian elites were educated in Russia and have
developed close connections with Russian leaders. According to the last Soviet census,
conducted in 1989, as a result of the USSR collapse about 25 million ethnic Russians

¥ Yu Bin, “China-Russia Relations: Putin’s Glory and Xi’s Dream. Comparative Connections,”
PACFORUM.ORG, Vol. 3, accessed May 11, 2019, https://csisprod.s3.amazonaws.com/s3fspublic/lega-
cy_files/files/publication/1303qchina_russia.pdf.

19 “The New Eurasian Economic Union — A China FTA in the Offing?” China Briefing, accessed
May 12, 2019, http://www.china-briefing.com/news/2015/01/09/new-eurasian-economic-union-china-fta-
offing.htmlKsthash.AY 2bpMUX.dpuf.

2 Zhang Hongzhou, “Building the Silk Road economic Belt: Problems and Priorities in Central
Asia,” Policy Report, accessed May 12, 2019, https://www.rsis.edu.sg/wp-content/uploads/2015/05/PR150518
Building-the-Economic-Silk-Road-Belt.pdf.

2 Jeffrey Mankoff, “The United States and Central Asia in 2014,” CSIS Report, accessed May 11,
2019, https://www.csis.org/analysis.
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found themselves outside the borders of the Russian Federation, on the territory of new
independent states.” While the number of ethnic Russians residing in Central Asia has
notably decreased since the collapse of the Soviet Union, their combined total currently
stands at about 6,5 million. The vast majority continues to live in Kazakhstan — about
3,5 million Russians (representing 19 percent of the country’s total population).?* Ethnic
Russians make up 12 percent of the population in Kyrgyzstan, 6 percent in Uzbekistan,
4 percent in Turkmenistan and 1 percent in Tajikistan.**

The ‘soft power’ tools used by Russia in the Central Asian region are worth to be
mentioned separately. One of the key actors in the field of Russian ‘soft power’ is Ros-
sotrudnichestvo — the Federal Agency for the Commonwealth of Independent States,
compatriots living abroad. It is the agency for international humanitarian cooperation.
It was established in September 2008 and is structurally subordinated to the Russian
Foreign Ministry. Rossotrudnichestvo, as the name of the organization implies, promotes
international humanitarian cooperation and, together with the Russian Foreign Ministry,
represents modern Russia abroad. Currently, the organization has 95 offices in 79 coun-
tries, 72 Russian centers of science and culture in 62 states and 23 representatives of the
Agency as part of Russian embassies in 22 countries, including Latin America, North
America, Europe, Africa and Asia.”® Nevertheless, its activities are mainly focused on
the CIS member states within the Russian centers of science and culture in each country.

One of the key areas of Russia’s implementation of ‘soft power’ in the region is the
promotion and support of the Russian language. The federal target program ‘Russian Lan-
guage’ for 201620 is a strategic element in the implementation of this task. Practical work
in this direction is carried out through the Russian centers of science and culture (RCSC).

During 2014-18 79 RCSC offices together with the Ministry of Education and
Science of Russia and the Russian Language Institute A.S. Pushkin on an ongoing basis
conducted various cultural, educational, scientific and methodological events and pro-
jects. For students of the Russian language, access to the My Russian electronic li-
brary is provided, which includes more than 186 thousand titles of various publications,
including educational literature. Russian Language Day is widely celebrated with the
support of the RCSC in the framework of more than 500 events held in Kazakhstan,
Kyrgyzstan, Uzbekistan and Tajikistan. In total, with the assistance of Rossotrudni-
chestvo in 2018 alone, more than 3 thousand comprehensive events were held aimed
at supporting and popularizing the Russian language abroad.?

22 D. Teurtrie, “Russkiy vopros v postsovetskiy period,” Vestnik of Saint Petersburg University.
History 62, no. 1 (2017): 44.

23 “Chislennost’ naseleniya Respubliki Kazakhstan po otdel’nym etnosam na nachalo 2019 goda,” Open
Data. Gov, accessed May 12, 2019, https://data.egov.kz/datasets/view?index=kazakstan_respublikasy halkyny.

24 “Major ethnic groups in Central Asia,” National Security, accessed May 12, 2019, http://www.
nationalsecurity.ru/maps/centralasiaethno.htm.

2 “Predstavitel’stva Rossotrudnichestva v mire,” Study in Russia, accessed May 12, 2019, https:/
studyinrussia.ru/upload/embassy/%D0%9F%D1%80%D0%B8%D0%BB%D0%BE%D0%B6%D0%
B5%D0%BD%D0%B8%D0%B5-1.pdf.

26 “Report «On the Results of Activity of Rossotrudnichestvo for 2018,” Rossotrudnichestvo, accessed May
12, 2019, http://rs.gov.ru/uploads/document/file/11228/%D0%94%D0%BE%D0%BA%D0%BB%D0%
B0%D0%B4%202018%20%D0%B3%D0%BE%D0%B4.pdf.
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Concering the objectives of the state programs ‘Foreign Policy’ and ‘Development
of Education,” implementation of state support concepts and Russian language and ‘Rus-
sian School Abroad’ promotion, Russian education abroad is being actively promoted.
For example, the practice of facilitating the holding of educational exhibitions and fairs
in the CIS has proved to be very positive. In Central Asia, the most large-scale event in
2018 was the VIII International Exhibition-Fair ‘Russian Education. Dushanbe-2018,’
held in April 2018 in the capital of Tajikistan with the participation of 35 educational
organizations from Russia and the CIS.”’

For Russia, these issues are particularly acute: the region of the post-Soviet border-
lands stretched across the periphery of the former USSR in a broad band. After the collapse
of the Soviet Union, the political and everyday vocabulary was instantly filled with tena-
cious, spatially determined categories: ‘near abroad,” preserving the memory of the allied
border as a sacred furthest limit of the Russian state space, emphasizing the immanent integ-
rity of the region, and, as a result, the instability of the political boundaries cut in it.*

Russian security interests in the context of the BRI project

Russia officially endorsed EEU—Belt cooperation in May 2015, after a period of
nearly two years of assessment, through a joint statement signed by President Vladimir
Putin and President Xi Jinping. To obtain a better understanding of what shifted in
Russia’s strategic calculus, it is essential to briefly discuss Russia’s global economic
orientation more broadly.

Russian intentions to balance its economic trade dependence between Europe and
Asia have been mooted since at least 1996. The Ukraine crisis, which was followed by
sanctions, economic fallout and a sharp decline in oil prices, has accelerated Russia’s
‘turn to the East’. This policy seeks to improve economic integration with the Asia-
Pacific region and, in relative terms, decrease Russia’s dependence on the West. So far,
China’s large economy has been the focal point of this policy, as the other major econo-
mies in the Asia-Pacific region, Japan and South Korea, are US treaty allies, and trade
with ASEAN is negligible. China has steadily been working on integration with Russia
through bilateral and multilateral institutions since the 1990s. The Belt may yet be an-
other platform to further deepen cooperation and integration between China and Russia,
and discussions on the specifics of EEU-Belt cooperation are ongoing — albeit slowly.

Moreover, Russia believes that the world order is moving towards economic and
security macro-blocs.? In western side Russia sees the EU and the TPIP; in the east it
meets the TPP; and to its southeast, Russia faces the BRI. With the exception of the
BRI, Russia finds itself excluded from all the other aforementioned economic blocs.
The EEU, formally founded in 2014, is intended to serve Russia’s own global economic

27 “Report «On the Results of Activity of Rossotrudnichestvo for 2018,” Rossotrudnichestvo, accessed May
12, 2019, http://rs.gov.ru/uploads/document/file/11228/%D0%94%D0%BE%D0%BA%D0%BB%D0%
B0%D0%B4%202018%20%D0%B3%D0%BE%D0%B4.pdf.

% V.A. Kolosov, “Postsovetskoe pogranich’e Rossii mezhdu Vostokom i Zapadom (analiz poli-
ticheskogo diskursa),” Polis. Political studies, no. 5 (2018): 57.

2 M. Duchétel, “Eurasian integration: caught between Russia and China,” European Council on
Foreign Relations, http://www.ecfr.eu/article/essay_eurasian.
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interests in much the same way. The creation of the EEU is the end result of numerous
attempts to create a customs union and a single economic space since the early 1990s.
Formally, it is the successor of the Eurasian Economic Commission (EEC) and its Cus-
toms Union. The EEU has the objective to give Russia and the former Soviet states of
Armenia, Belarus, Kazakhstan, Kyrgyzstan and Ukraine a degree of economic latitude
and sovereignty in world economic affairs. As a Russia-led initiative, it both results
from and strengthens Russia’s continued leverage over these former Soviet states. This
has always been a top foreign policy priority for Russia. The EEU was also introduced
as the result of a realization and decision in Russia that it should look beyond the mere
transit potential of its own territory, and Central Asia’s for that matter, to connect China,
Europe and the Middle East through the Belt and other mechanisms.*

Nonetheless, the EEU has three serious limitations that have caused Russia to link
it to the Belt: (a) it is regional and protective rather than extra-regional; (b) it is exclu-
sive in membership; and (c) it carries limited economic weight. With the exception of
Russia, all member states are landlocked. Excepting Russia and Kazakhstan, all mem-
ber states have rather small economies. The aggregate GDP of Armenia, Belarus and
Kyrgyzstan combined is only 5.4 per cent of that of Russia and only 19.4 percent if Ka-
zakhstan is added.’! This gives Russia an overly central role. The economies of Russia
and Kazakhstan are dominated by natural resources export and therefore lack comple-
mentarity — as the EEU does as a whole. Intra-EEU trade is thus of little significance to
Russia. EEU total trade with third countries was at a mere 3.7 percent of world export
and 2.3 percent of world import in 2014.%

Thus, Russia cannot rely on either the size or economic clout of the EEU combined
markets to advance its economic interests. Instead, it has to rely on Asian and European
markets and on external investment in EEU markets. This is where the Belt comes into
the discussion. In conversation with the authors in Moscow, there was a consensus among
many experts (but not all) that the Belt supplements the EEU. Russia is interested in im-
proving the competitiveness of EEU industrial output and strengthening the collective
market, and through the Belt, China can provide the investment capital to make this hap-
pen. However, there is no consensus among international scholars about whether the Belt
and the EEU’s diametrically opposite institutional designs (the former is exclusive and re-
gional in design, while the latter is inclusive and extra-regional) will actually supplement
one another or work in opposition. Yet, the political will to connect the two is present and
Russian and Chinese experts, at least, expect this to lead to practical cooperation.

What specifically shaped this political will in Russia? The Belt serves Russian
interests in eight specific ways:

1. Linking up with the Belt gives the EEU legitimacy and international recogni-
tion by a great power, namely China—the first to do so;

30 1. Safranchuk, “Russia in a reconnecting Eurasia: foreign economic and security interests,” in Cen-
tre for Strategic and International Studies (CSIS) (New York; London: Rowman & Littlefield Publ., 2016).

31 “Calculations based on data derived from the World Bank,” The World Bank, accessed May 14,
2019, www.data.worldbank.org/indicator/NY.GDP.MKTP.CD.

32 “Statistics on the official EEU website,” Eruasian Economic Union, accessed May 14, 2019,
www.eaeunion.org/?lang=enKabout.
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2. EEU-Belt cooperation accelerates Russia’s ‘turn to the East’, thereby reducing
Russia’s economic and institutional dependence on the West;

3. Since China is economically more powerful than Russia in bilateral terms,
negotiations through the Belt and EEU framework give Russia an edge;

4. The Belt undermines the relevance of US aid and integration efforts in Central
Asia that bypass Russia, such as the US-proposed ‘New Silk Road.” Another feature of
the implementation of the SREB in the Russian-Chinese projection is associated with
the beginning of reformatting intergovernmental economic and integration links to the
construction of the ‘Eurasian world’ without the intervention of the United States and its
close allies. In the context of Western anti-Russian sanctions and attempts to isolate the
Russian Federation from the rest of the world, the convergence of the SREB, the EAEU
and the new members of the SCO objectively ‘torpedoes’ the American strategy;*

5. The Belt paves the way for closer cooperation with China, despite strategic dis-
trust: linking it with the EEU sends a strong signal of trust to China, and is an additional
institutional platform that may mitigate confrontation perspectives;

6. Russia views the Belt as an opportunity to bring in investment capital that will
result in domestic and Central Asian job creation, which in turn may help to sustain
order and stability in the face of the rising threat of Islamic extremism, the danger of
‘color revolutions,” and instability radiating from Afghanistan. The stability of current
Central Asia regimes and borders is of paramount interest to Russia;*

7. The economic interplay between the Belt and the EEU is anticipated to strike
a balance between globalism and regionalism: Central Asian elites want to attract large
capital to increase rent-seeking practices, while their populations favor employment
creation and a measure of protectionism.** With the open connectivity of the Belt pre-
senting globalization opportunities and the regional market focus of the EEU, the merg-
ing of the two may possibly present a balance for Central Asia — it remains to be seen
how this will unfold;

8. Russia considers the Belt as a mechanism to increase the EU’s dependence on
Russian energy as Central Asian energy resources are diverted to China.

Nevertheless, despite these convergences, it would appear as if the two initiatives
of the EEU and the Belt are somewhat unnaturally coupled. Furthermore, Russia has
been cautious in opening up infrastructure projects to Chinese parties and in specifying
the terms of investment. Currently, both sides are working on forging an essential re-
gulatory framework for trade and investment.*® This may be a slow process and Chinese
investment in Russia remains relatively small.

3 8. Luzyanin, “Odin poyas, odin put’ : rossiyskaya proyektsiya i problemy sopryazheniya,”
in Kitay v mirovoy i regional ‘noy politike. Istoriya i sovremennost’ (Moscow: IDV RAN Publ., 2017), 29.

3 T. Bordachev, “Rossiya i Kitay v Central’noy Azii: bol’shaja igra s pozitivnoy summoy,” Russia
in Global Affairs Journal, http://www.globalaffairs.ru/valday/Rossiya-i-Kitai-v-Tcentralnoi-Azii-bolsha-
ya-igra-s-pozitivnoi-summoi-18258.

3 V. Vorobyev, “Stykovka na strategicheskoy orbite,” Russia in Global Affairs Journal, http://
www.globalaffairs.ru/number/Stykovka-na-strategicheskoi-orbite-18347.

3¢ “Interv’yu Posla Rossii v KNR A.I. Denisova informagentstvam ‘Rossiya segodnya’ i TASS,”
MID, accessed May 15, 2019, http://www.mid.ru/en/web/guest/nota-bene/~/asset_publisher/dx7DsH1 WAMO6w/
content/id/2327002.
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The question also remains whether an increased Chinese economic footprint in
Central Asia will erode Russia’s influence in the region over the long term, as Russia
simply does not have the economic and financial means to compete with China.
Yet for now, there is a ‘division of labor’: Russia maintains its strong military and poli-
tical ties, while China injects financial capital into the region and increases its trade with
the region.”” How this dynamic will play out in practice remains to be seen but is clear
that China cannot compete with Russia’s political, historical and cultural affinity with
the region, and its domination of the region’s military architecture.

However, this compartmentalization is not as rigid as it may sound. Russia is the
main export destination for Central Asian labor resources and will remain in that role
for the foreseeable future. This creates very strong economic dependence and generates
considerable soft power. Kazakhstan, for example, conducted more trade with Russia than
with China in 2016. At the same time, China is gradually increasing its security role in
the area through significant arms sales to Kazakhstan, Turkmenistan and Uzbekistan.*

Some Russian analysts have expressed concerns that the Belt will, over time,
subsume the EEU, as the Belt offers EEU members favorable incentives, specifically
capital and better integration with the world economy. Concurrently, there is concern over
Russian economic overdependence on China, as a result of which Russia is attempting
to connect the EEU with Mongolian and South Korean regional integration initiatives
and is seeking warmer ties with Japan. Indeed, Russia’s ‘turn to the East’ has put it in
a political and economic position of precarious overdependence on China — this is unlikely
to be sustainable and is likely to affect Russian security interests negatively over time.

The interlinking of the EEU and the Belt is still unfolding, but it has already
brought Russia and China closer.

Historical prospects for the Russian-Chinese cooperation
in the frames of the BRI project

Russian-Chinese cooperation and large joint projects under the Belt and Road
Initiative have stepped up across the energy, finance, high-speed rail, infrastructure and
science and technology sectors over the past decade, which turns the rhetoric of partner-
ship between China and Russia into tangible benefits.

Let’s list the basic elements of the cooperation.

1. Economic ties. Even according to the narrow-definition, countries along the
Belt bear a significant share of world international trade and cross-border capital flows.
They account for 23.9% of the world’s total exports of goods and services, 22.1% of
world’s imports of goods and services, and 25.7% of FDI inflows.*

Russia is an important supporter and participant in the process of promoting
the BRI. In 2015 China and Russia signed the ‘Joint Statement on Cooperation on the

37 F. Lukyanov, “Kak Moskva ishhet svoe mesto v Central’'noy Azii,” Russia in Global Affairs
Journal, http://www.globalaffairs.ru/redcol/Kak-Moskva-ischet-svoe-mesto-v-Tcentralnoi-Azii-18328.

38 Yezhegodnik SIPRI. Vooruzheniya, razoruzheniye i mezhdunarodnaya bezopasnost’ (Moscow:
IMEMO RAN Publ., 2018, https://www.imemo.ru/files/File/ru/publ/SIPRI/SIPRI_ YEARBOOK 2017 RUS.pdf.

¥ “Silk Road Economic Belt: Prospects and Policy Recommendations. Working Papers,” China Eco-
nomic Net, accessed May 15, 2019, http://intl.ce.cn/specials/zxxx/201405/26/P020140526515434111874.pdf.
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Construction of Joint Eurasian Economic Union and the Silk Road Projects.” China
intends to connect an economically active, rapidly developing East Asia with rich, de-
veloped Europe with the help of the Silk Road Economic Belt, and Russia and Central
Asia stand to serve as the central zone and hub. So China needs strategic cooperation
with Russia in order to move ahead, to Europe through Russia and the countries of
Central Asia. At the same time, Europe is the largest trading partner of Russia and for
its economic development, Russia needs to implement interconnection and simplify its
process of trade and investment with Europe. It is the gradual coupling of interests that
stimulates Russia’s active and constructive participation in the Chinese initiative and
contributes to the further deepening of the confluence between the construction of the
Silk Road Economic Belt and the Eurasian Economic Union. In May 2017, during the
first Belt and Road Forum on international cooperation, Russian President Vladimir
Putin gave an active cooperative signal and expressed hope that the Northern Sea Route
would be connected with the BRI. In January 2018, China published a White Paper on
China’s Arctic policy, which reflects the country’s readiness to build the ‘Ice Silk Road’
along with all interested parties, based on the development and use of the Arctic route.
This is also China’s active response to Russia’s participation in Beijing’s Belt and Road
initiative. The Northern Sea Route is the shortest route connecting Asia and Europe.
Chinese-Russian joint construction of an ‘Ice Silk Road’ could provide a new option
for the interconnected relationships on the Eurasian continent, while at the same time it
will intensify the economic development of the Northeast of China, Russia’s Far East
and Siberia.*

There is also one project that can be related to the mega-initiative and claim to
have the strategic meaning. It is the hypothetic ‘Synergizing’ China’s Belt and Road
Initiative (BRI) and Russia’s Eurasian Economic Union (EAEU). This idea arose in
May 2015, a few months after the EAEU was officially established. Chinese leader Xi
Jingping was in Moscow to attend the 70-th anniversary of Victory in the Great Patriotic
War. Xi and Russian President Vladimir Putin reportedly agreed at the time to

connect the initiative of the construction of the Silk Road Economic Belt put forward
by the Chinese side with the construction of the Eurasian Economic Union (EEU)
of the Russian side.*!

When convenient, the linking of the BRI and the EAEU is mentioned by Russian
and Chinese leaders. In perspective this project may generate in the mind the image of
two global giants hitching together their prized economic projects. In the subsequent
years, however, here hasn’t been much clarity on what either side really means when
they mention this connection, because the components (EEU and BRI) of the hypothetic
project have still not been complete in the full scale.

% Xing Guangcheng, Wang Xuemei, “Russia Supports the Chinese Belt and Road Initiative,”
Valdai Club, accessed May 15, 2019, http://valdaiclub.com/a/highlights/russia-supports-the-chinese-belt-
and-road/.

4 “Can Russia and China ‘Synergize’ the Eurasian Economic Union and the Belt and Road Initia-
tive?” The Diplomat, accessed May 15, 2019, https://thediplomat.com/2018/11/can-russia-and-china-syn-
ergize-the-eurasian-economic-union-and-the-belt-and-road-initiative/.
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2. Logistics (transport cooperation). The transportation infrastructure of the Silk
Road Economic Belt includes railways, roads, air transportation and pipelines, etc. After
several decades of development, it has formed a comprehensive, three-dimensional traf-
fic network. The northline of Silk Road is of specific interest for the authors, because
about 25 percent of its length locates on the Russian territory. Railways go through
China, Kazakhstan, Russia, Belarus, Poland and Germany and can constitute a route
connecting Europe and Asia. This route is known as the 2nd Eurasia Land Bridge.*

3. Energy and pipeline cooperation. China in the world energy reserves, ranks
among the forefront, both as the world’s second energy producing country, is also
ranked second in energy consumption in the country. As the economy continues to
expand, China’s energy consumption has continued to rise, China’s rapid economic
growth cannot do without Russian energy supplies, as energy reserves, production and
export volume ranking the forefront of Russia, is China’s major energy-importing item.
Russia is a world energy superpower, the 2018 oil proven reserves in the world rank-
ings ranked sixth, accounting for the world of 13 percent, oil production accounted
for the world total output of 12 percent.** Improving energy efficiency and ensuring
the country’s energy security are also among the priorities of both components (internal
and external) of China’s energy policy.*

As an example, we can give the following: about two thousand Chinese workers
participated in the Eastern Siberia — Pacific Ocean gas pipeline at its part in Yakutsk.
They also worked on the construction of the NPP Summit facilities in Vladivostok.
This allowed both sides to accumulate experience in using Chinese labor at large con-
struction sites.*

In Silk Road Economic Belt, Russia, Central Asia and Middle East are rich in oil
and gas resources, and the pipeline transportation is highly developed. Russia, Middle
East and Europe have established dense oil and gas pipeline network. Besides, there are
several multinational oil and gas pipelines in the Silk Road Economic Belt.

Russia is not only oil-rich, gas reserves also ranked in the world. In 2014 Russian
natural gas total export volume up to 1812 billion cubic meters, in 2015 the growth of
4.9 %, up to 1900 billion cubic meters. In 2015 China’s natural gas imports amounted
to 621 million cubic meters, which imports from Russia about 61 billion cubic meters.
In the natural gas fields of cooperation, in Chinese-Russian consultations, the two coun-
tries will be on the West line gas project restarted, which is following the East line nat-
ural gas cooperation project reached remarkable results. China and Russia West line gas
project of scale with the East line of the project comparable. The West line gas project

42 Silk Road Economic Belt: Prospects and Policy...

# Xuefeng Zhang, and Melebayev Serdar, “Analysis of Oil and Gas Cooperation between China
and Russia in the Belt and Road,” SHS Web of Conferences, accessed May 16, 2019, https://www.shs-con-
ferences.org/articles/shscont/pdf/2017/07/shscont ies2017_01034.pdf.

# A. Mastepanov, and I. Tomberg, “Kitay diktuyet energeticheskuyu politiku XXI veka,” Interna-
tional Trends 16, no. 3 (54) (2018): 18.

4 S. Luzyanin, and A. Larin, “Problema kitayskikh migrantov v Rossii v kontekste sopryazheniya
YEAES — Shelkovyy put’,” in Kitay v mirovoy i regional 'noy politike. Istoriya i sovremennost’ (Moscow:
IDV RAN Publ., 2017), 66.
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cooperation reached with the East line natural gas project Double sword combination,
this will promote ‘One Belt and One Road’ by the country’s economic take-off.*

Europe and the United States who provoked the Ukrainian issue and implemen-
ted anti-Russian economic sanctions aimed at making pressure on the Russian govern-
ment, shifted Russian attention to the East. In November 2014, covering from Siberia
to the construction of China gas pipeline, including a 30 year gas supply contract,
the Russian-Chinese joint efforts acquired a qualitatively new impulse.

Problems and challenges

Although the prospects for cooperation in the Silk Road Economic Belt can be
anticipated, it still faces a lot of challenges involving international and domestic, politi-
cal and economic aspects. Only by taking positive, reasonable and proper measures can
the vision of construction of the Silk Road Economic Belt be achieved.

Above, we described the countries covered by the north line of the Silk Road
Economic Belt. Most parts covered by North line are located in Eastern and Western
Europe, and except Kazakhstan, these areas have higher development and better infra-
structure, for example, freight railroad has been opened from China to Western Europe.
The regions covered by the middle Line and south line include Central Asia, West Asia,
North Africa and other regions. These regions are characterized with a poor natural
environment, complex terrain conditions and low level of development. It will be very
difficult to build railways, highways and other infrastructure connecting these countries.
These objective conditions will be largely hindered the process of building a Silk Road
Economic Belt and reduce the economic welfare of the entire project.

Vast areas of Silk Road Economic Belt are located in the three continents with a key
strategic position and huge reserves of oil and gas resources. The proposal of building Silk
Road Economic Belt will inevitably cause vigilance of traditional powers in these regions.
It needs to promote economic prosperity and achieve mutual benefit and win-win results
along the Road, and thus dispel suspicion and enhance mutual confidence.

The Russian concerns about the side effect of the project are also to be taken into
consideration. It is really hard to expect Russia to open its Far East as completely as
China’s Shenzhen did. As Chinese economic and political expert Li Yonghui argues,

for a country like Russia, which puts security assurance over economic benefits, it is rea-
sonable to see Russian Federation close itself in the future once they detect any adverse
factors against its security or ecosystem.?’

Russia’s degree of openness may also be challenged by raised anxieties and ten-
sions among local residents. An influx of Chinese investment may even amplify xeno-
phobic sentiments among Russian nationalists.

46 Xuefeng Zhang, Melebayev Serdar, Analysis of Oil and Gas Cooperation between China and Russia
in the Belt and Road, https://www.shs-conferences.org/articles/shsconf/pdf/2017/07/shsconf ies2017 01034.pdf

47 “Sino-Russian Cooperation, Exchange Increase Under Belt and Road Initiative,” Sputnik News,
accessed May 17, 2019, https:/sputniknews.com/analysis/201803161062581637-china-russia-cooperation-
increase-belt-and-road/.
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A rise in Chinese migrants to the Far East — a side effect of Chinese investment
— is reportedly perceived by locals as a threat of China’s population expansion. There
is a common concern in Russia that the Far East might be ‘Sinicized’ after a massive
arrival of Chinese capital, technology and services. There is a claim that the economic
Sinicization may, sooner or later, set the stage for the erosion of geopolitical control.
Others fear that China’s exclusive economic penetration of Russia may turn it into a ‘raw
material appendix’ of China.

It is also worth mentioning that not all states support China’s initiative. India is
wary of the SREB due to concerns that it could strengthen China’s influence in the In-
dian Ocean. India also opposes the construction of the railway and pipeline because of
their impact on the disputed region of Kashmir. The development of the project directly
touches upon the interests of the ASEAN countries.*®

Conclusions

The main conclusions we have revealed proceed from both political and econo-
mic principles. First of all, Russian Federation regards geographic position of the coun-
try as very attractive for linking Eurasia’s two economic powerhouses: the European
Union and East Asia. The connectivity dimension of the BRI, which seeks to improve
land-based transportation links between the EU and China, is naturally aligned with
Moscow’s desire to unlock its transit potential in Eurasia. Of all the overland pathways
between western China and Europe, the one through Russia is the shortest. Moreover,
the Eurasian Economic Union (EEU) of Armenia, Belarus, Kazakhstan, Kyrgyzstan,
and Russia allows cargo to pass through just two customs posts en route from Xinjiang
to the EU’s doorstep in Poland, Finland, or the Baltic states. Thanks to policy incentives
provided by China, this route is now booming, with the volume of cargo transit growing
by double digits every year since 2015. In the first ten months of 2018 alone, the volu-
me of goods transported between China and Europe via Russia grew by 23 percent to
323,000 TEU (twenty-foot equivalent unit, a measure of ship cargo).*

So far, this trade is using existing railroads and highways. Moscow and Beijing
are discussing projects for upgrading and expanding existing transportation links, in-
cluding a high-speed rail connection between Moscow and Kazan with possible expan-
sion to Europe and China, a highway from the Kazakhstan-Russia border to Europe,
and several smaller projects to address existing bottlenecks.*® For Russia, upgrading the
Trans-Siberian Railway is also a major priority, but it is of less interest to China. At the
same time, Moscow has realized that a trans-Eurasian route from China to Europe via
Kazakhstan and Russia is not a challenge to the Trans-Siberian Railway since these two
routes target two different cargo bases in different regions of Asia.

4 1. Makarov, and A. Sokolova, “Sopryazheniye yevraziyskoy integratsii i Ekonomicheskogo poya-
sa Shelkovogo puti: vozmozhnosti dlya Rossii,” International Organizations Research Journal 11, no. 2
(2016): 55.

4 “Posol Rossii v KNR: rossiysko-kitayskoye sotrudnichestvo — stabiliziruyushchiy faktor v ny-
neshnem turbulentnom mire,” Interfax, accessed May 17, 2019, https://www.interfax.ru/interview/645268.

30 “Moskva-Kazan” — pervyy shag v global’'nom transportnom proyekte. RZHD, OAO ‘Skorostnyye
magistrali’,” High-Speed Railway, accessed May 17, 2019, http:/www.eng.hsrail.ru/press-center/news/178.html
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Beijing is also interested in developing infrastructure along the Northern Sea Route
that passes through the Arctic along the Siberian coast. For Moscow, opening the route
is both a major economic opportunity and a security challenge, and it is likely to proceed
with some caution. So far Moscow has accepted Beijing as its principle partner in deve-
loping the Arctic. That seems quiet logical from the geopolitical point of view. Many eco-
nomic activities that Russia wants to pursue in the region are subject to Western sanctions.

One example of Sino-Russian cooperation that is directly linked to the BRI is Chi-
nese participation in Yamal LNG, the first liquefied natural gas (LNG) project in Russia
above the Arctic Circle. In 2015, the Silk Road Fund (SRF), a special purpose vehicle cre-
ated by Beijing to finance BRI projects, was able to acquire a 9.9 percent stake in Yamal
LNG.%! Beijing later helped it secure a $12 billion loan from China Export-Import Bank
and China Development Bank.> The China National Petroleum Corporation (CNPC),
China’s largest state-owned enterprise in the energy field, already had a 20 percent stake
in Yamal LNG, bringing Beijing’s total share in this strategic project to 29.9 percent.”
Significantly, Yamal LNG is under U.S. sanctions, since one of its Russian shareholders,
Gennady Timchenko, was put on the U.S. Treasury’s special designated nationals (SDN)
list, and the legal entity, Novatek, is included in the sectoral sanctions identification list.
Without Chinese loans and equity financing provided through the BRI, Russia would have
faced tremendous difficulties to complete this project, which acquires a strategic character
concerning the global competition in the energy market.

Another example of Russia using BRI-related Chinese financial institutions to go
round Western sanctions and attract investment to key projects is the SRF’s decision in
2016 to acquire 10 percent in Sibur, Russia’s largest petrochemical company. This built
on Chinese petrochemical giant Sinopec’s previous acquisition of 10 percent of Sibur.>*

Outside of the high profile deals that were blessed by the top leaders of Rus-
sia and China, many smaller investment projects in Russia that lack powerful political
backing struggle to attract Chinese investment. This causes some frustration among
Russian private businesspeople about the opportunities provided by the BRI. However,
the Russian government is fully aware that the low rate of Chinese investment in Russia
is caused by the structural problems of the Russian economy and resultant lack of trust
by Chinese businesses. The government views the BRI as a good framework to address
at least the latter issue.

Summarizing all the above analyzed, the authors can conclude that Russia’s atti-
tude toward the BRI is generally positive. It is looked upon as an opportunity laden with
manageable risks. Russia is far less preoccupied with issues of global governance, as ap-
plied to the BRI, than with the initiative’s real impact on Russia itself and its post-Soviet

31 “NOVATEK i Fond Shelkovogo Puti zakryli sdelku po prodazhe doli v ‘Yamal SPG’,” Novatek,
accessed May 17, 2019, http://www.novatek.ru/en/press/releases/index.php?id_4=1165.

52 “China lenders provide $12 bln. loan for Russia’s Yamal LNG project-sources,” UK Reiters,
accessed May 18, 2019, https://uk.reuters.com/article/russia-china-yamal/china-lenders-provide-12-bln-
loan-for-russias-yamal-Ing-project-sources-idUKL2N17V2MI.

3 “Major events: 2014, history of the company,” CNPC.COM.CN, accessed May 18, 2019,
https://www.cnpc.com.cn/en/majorevents/201507/b63990686b4b4d6bbf6081c97a80ddc1.shtml.

3 “10% stake in SIBUR to be sold to China’s Silk Road Fund,” SIBUR, accessed May 18, 2019,
https://www.sibur.ru/en/press-center/news/ 1 OstakeinSIBURtobesoldtoChinasSilkRoadFund/.
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neighborhood.*® There, Moscow is focused on finding a model of engagement that, while
benefiting Russia economically, would protect Russia’s national sovereignty and its secu-
rity interests. Russians also realize that the BRI is a political project geared to bolster the
stature of President Xi Jinping. The Russian public opinion is willing to express support,
conscious that it is Putin-Xi relationship the key element of the Russian-Chinese partner-
ship. The Belt permits Russia to diversify its economic latitude over both Chinese-initia-
ted economic integration blocs and Western ones in the possible future.

Pykonuce moctynumma: 28 mast 2019 r.
Submitted: 28 May 2019
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