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Abstract

This article argues that contrary to some scholars’opinions, the Russian invasion of Ukraine has
helped to cement the United States’ preeminent position in global affairs. Through the provi-
sion of large-scale military aid and assistance to Ukraine, Washington and its allies have weak-
ened Russian military and economic capabilities, reducing Moscow’s role as a great power. A
weakened Russia may also strain China’s economic ties with Moscow, as China’s own economic
growth slows. Additionally, Beijing’s closer cooperation with Russia exposes Chinese enter-
prises to secondary sanctions and risks antagonizing European states, reducing China—Europe
trade and economic cooperation, as well as technology transfers. This could impede China’s
great-power potential and its ability to challenge US hegemony in the Indo-Pacific and globally.

*kk

he 2022 Russian invasion of Ukraine has sparked discussions and debates

within the strategic and academic communities regarding its potential

impact on US and Chinese global power dynamics. Some commentators
suggest that the United States will be bogged down in the conflict, diverting its
attention from the Indo-Pacific and weakening its ability to constrain China.}
They argue that the United States is already overstretched, and its defense strategy
lags behind its foreign policy objectives.? Furthermore, deep involvement in the
conflict could take a toll on US material power.> Conversely, others speculate that
the conflict will strain the trans-Atlantic alliance, creating differences between
major European states, such as Germany and Italy, and the United States, which

1 Xiangwei Wang, “Ukraine-Russia crisis: China benefits if the US pivots back to Europe, but it won't want
full-blown war — and would rather Taiwan doesn’t get mentioned,” South China Morning Post, 26 February
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could potentially benefit China.* However, the complex and evolving nature of
the conflict makes it difficult to predict its full impact on global affairs.

According to some analysts Washington will now face the challenge of jointly
confronting both Beijing and Moscow, as the China—Russia partnership aims to
undermine the US-led liberal world order and diminish US influence worldwide.’
This is expected to place a strain on US power. These experts predict that Western
sanctions against Russia could push Moscow even closer to China, making it more
reliant on Beijing. This, in turn, could strengthen the China—Russia alliance and
give Beijing significant leverage to extract concessions from Moscow. The resulting
geopolitical shifts could further complicate US foreign policy objectives, necessi-
tating careful consideration of Washington’s response to these developments.®

Conversely, other experts argue that the Russian invasion of Ukraine could
actually serve to restore US/Western primacy. The invasion has brought the trans-
Atlantic alliance closer together, with the West recognizing the importance of
combining hard power and liberal democratic values to counter the threat posed
by authoritarian challengers such as China and Russia. As a result, the economic,
military, and diplomatic capabilities of the United States and its allies are expected
to far outstrip those of a more united Sino-Russian alliance.” This may herald the
reemergence of Pax Americana, by helping “to rebuild an international order that
just recently looked to be headed for collapse.”®

'This article argues that the Russian invasion of Ukraine presents an opportu-
nity for the United States to cement and reaffirm its preeminent position in the
international arena. The conflict is expected to significantly undermine Russian
military and economic capabilities in the coming years, reducing its role as a great
power. This is due, in part, to the ongoing provision of sophisticated weapon sys-
tems to Ukraine by Washington and its allies, as well as a comprehensive range of
sanctions imposed against Moscow. China is likely to find it challenging to sus-
tain Moscow economically, given China’s own declining economic growth, and a
weakened Russia could become a significant burden for Beijing to manage.

4 Standish, “How has the Ukraine war changed the Chinese-Russian partnership?”

> For a detailed discussion regarding Russia—China efforts to undermine the US-led liberal world order,
see Elias Gtz and Camille-Renaud Merlen, “Russia and the question of world order,” European Politics and
Society 20, no. 2 (2019): 133-53.

¢ Hal Brands, “The Eurasian Nightmare: Chinese-Russian Convergence and the Future of American

7 Brands, “The Eurasian Nightmare.”
8 Michael Beckley and Hal Brands, “The Return of Pax Americana? Putin’s War Is Fortifying the Demo-
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Furthermore, in the event that China extends active support to Russia and in-
creases cooperation between the two countries, China may face significant chal-
lenges, such as the risk of further damaging its vital trade and economic relations
with the US and its allies and becoming a target of secondary sanctions. Specifi-
cally, China’s increased cooperation with Russia may antagonize Europe, which
could result in reduced China—European Union (EU) trade and technology
transfers, leading to a further decline in China’s economic growth, great-power

potential, and ability to challenge US hegemony in the Indo-Pacific and globally.

A Weakened Russia

In response to Russia’s invasion, the United States and its allies have provided
Kyiv with political and diplomatic support, humanitarian aid, military intelli-
gence, as well as billions of dollars’ worth of arms and ammunition to enable
Ukraine to defend itself against Russian aggression.

Military Assistance to Ukraine

Since August 2021, the United States has been providing military assistance to
Ukraine, with the thirty-third drawdown of USD 400 million of arms and equip-
ment announced on 3 March 2023.° According to the Kiel Institute for World
Economy, under the Biden administration, the United States has provided more
than USD 75 billion in economic, humanitarian, and military aid and assistance
to Ukraine.!° This includes man-portable antitank missiles, air defense systems
(including the Patriot missile defense system), unmanned aerial vehicles and he-
licopters, towed and self-propelled rocket and tube artillery, armored personnel
carriers, as well as vast amounts of ammunition and other military equipment.
According to US Secretary of Defense Lloyd Austin, the United States wants to
see “Russia weakened to the degree that it can’t do the kinds of things that it has
done in invading Ukraine.”!! Fifty US allies, including most NATO members—
especially the United Kingdom, Germany, and Poland—have also provided sig-
nificant military aid and economic assistance to Ukraine. In February 2023, 11
countries, including the United States, decided to provide main battle tanks to
Ukraine. Germany and various other European countries have agreed to provide

° Antony Blinken, “Additional U.S. Military Assistance for Ukraine,” US Department of State,
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Leopard 2 tanks, the United Kingdom will provide Challenger 2 tanks, and the
United States will provide Abrams tanks.!? Washington and its allies have stated
that they will continue to provide military assistance and intelligence to Kyiv to
defend Ukraine, including increasing supplies of heavy weaponry and spare parts
to defend Ukraine’s territory and sovereignty.

'The US and allied military assistance to Kyiv has vitally strengthened Ukrai-
nian resistance against the Russian invasion. Consequently, Moscow has been
compelled to revise and scale back its military and political objectives from con-
quering and controlling all of Ukraine and deposing President Volodymyr Zelen-
skyy and his government to “liberating” or capturing the Donbas region in eastern
Ukraine and establishing a land corridor to Russian-occupied Crimea in southern
Ukraine. Reports indicate that the protracted war has caused significant losses to
Russia in terms of manpower. material power, and low morale among Russian
troops.!® Consequently, in September 2022, Russia was forced to partially mobi-
lize 300,000 troops to offset its losses, bolster its defenses, and prevent the loss of
occupied Ukrainian territory due to Ukrainian counteroffensives, and continue its
invasion of Ukraine. According to UK intelligence estimates, Russia has suffered
175,000-200,000 casualties, including 40,000-60,000 deaths. The US estimates
more than 30,000 mercenaries from the Wagner Group have also been killed or
wounded since the beginning of the Russian invasion.!* These significant Russian
losses of men and matériel have raised doubts whether Moscow can sustain an
offensive in Ukraine for a long period of time.'

Military experts generally agree that Russia is facing a protracted struggle in
Ukraine, particularly in the Donbas region, and that the war is likely to result in a
stalemate or a “frozen” conflict. Even Russian president Vladimir Putin has ac-
knowledged that Russia is embroiled in a long-term war. He stated, “As for the
duration of the special military operation, well, of course this can be a long
process.”1® Russia has expressed a willingness to engage in talks to end the inva-
sion but is not willing to withdraw from the territories it has captured in Ukraine

12 David Brown, Jake Horton, and Tural Ahmedzade, “Ukraine weapons: What tanks and other equipment

and other advanced western weapons can help Ukraine seize territory back from Russia and win the war.
13 Tjam Collins, “Russian troops’ poor performance and low morale may worsen during a winter of more
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or to formally renounce any of its maximalist war aims. Ukraine considers com-
promising on territory to be a red line, suggesting that the war will be protracted.!’
Even if Russia were to achieve military victory, Ukrainians would likely resort to
guerrilla tactics, resulting in a costly insurgency for Russia. Furthermore, analysts
agree that a prolonged military conflict in Ukraine would have a detrimental im-
pact on Russia’s economy and significantly diminish its future military capabili-
ties, owing to competing domestic pressures and priorities.

The Impact of Sanctions on Russia’s Material Capabilities

Since Moscow’s illegal annexation of Crimea in 2014, Russia has been the
subject of Western sanctions. However, after Russia’s full-scale invasion of
Ukraine, the United States and dozens of other countries, including the United
Kingdom and the EU, swiftly and substantially increased the scope of sanctions
against Moscow, demonstrating their determination to counter Putin’s expan-
sionist policies. The US and its allies have imposed more than 11,000 new restric-
tions on companies, individuals, technologies and products from Russia.!® Ac-
cording to French Finance Minister Bruno Le Maire, the objective of the sanctions
is to “cause the collapse of the Russian economy.”??

Russia’s economy has been targeted through various means, including financial
sanctions, restrictions on imports of specific goods and services, bans on technol-
ogy transfers, prohibitions against Russian investments in certain countries, as
well as other restrictive measures. The financial sanctions imposed by the United
States, the United Kingdom, the European Union, and other countries involve a
partial asset freeze of Russia’s central bank reserves and the exclusion of most of
Russia’s major banks from the global payment transfer network SWIFT, which
was previously used for 70 percent of money transfers in Russia. The United States
and its allies have also imposed direct sanctions on crucial Russian state-owned
enterprises (SOE), prominent oligarchs, and nearly all members of Putin’s inner
circle, totaling approximately 2,600 individuals. In addition, these sanctions are
restricting Russia’s access to vital technologies, such as those utilized in the civil

17 Paul Kirby, “Ukraine war: Russia demands annexations recognised before talks,” BBC, 2 December
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aviation sector, and preventing Russian flights from entering European and North
American airspace.?’

Russia’s crucial oil and gas exports have also been severely impacted by the
sanctions. The United States banned Russian hydrocarbon imports, resulting in
Russian oil being sold at a heavily discounted price of USD 20-33 per barrel.?!
The EU has stopped importing coal and sea-borne oil from Russia. Germany
completely banned the import of oil from Russia in late 2022. All these measures
imply that supply of oil from Russia to the EU could decline by 90 percent in
2023 relative to 2022. In February 2023, the EU introduced an embargo on the
import of petroleum products from Russia with Russia’s share in the European
market expected to fall to its lowest levels in history. The EU also significantly
reduced the imports of gas from Russia with Germany becoming completely in-
dependent of Russian gas imports.?2 The EU hopes to completely end its reliance
on Russian energy before 2030. Similarly, the United Kingdom ended import of
oil and oil products from Russia by the end of 2022. It imported no oil, gas and
coal from Russia in January 2023 and also initiated a ban on the import of gas
from Russia in January 2023.2% Germany has suspended the approval of Russia’s
Nord Stream 2 gas pipeline, thus depriving Moscow of a significant source of
export income in the short to medium term.?* Additionally, Russia has halted the
delivery of pipeline gas to Europe, once again using gas as a tool of economic
statecraft against Europe.?> In 2021, oil and gas exports accounted for approxi-
mately 40 percent of Russia’s budget revenue and half of its exports.?

On 5 December 2022, the EU implemented a ban on the import of Russian
crude oil by sea, and on the same day, the G7 and EU set a worldwide price cap
of USD 60 per barrel of oil exported by Russia. The oil price cap is intended to

24 On 26 September 2022, unknown saboteurs severely damaged the pipeline. Investigations into the at-
tack on ongoing.
%5 Nord 1 and Nord 2 pipelines were blown up in an act of sabotage. Rob Picheta, “Gas is pouring out of
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prevent Russia from profiting from oil exports and funding its war of aggression.
In December 2022, the United States and its allies announced that they will deny
insurance to tankers delivering oil to countries that do not comply with the price
cap, making it extremely difficult for Russia to sell above the cap. The price cap
aims to reduce Russia’s revenue and pressure its strained budget.?” Russia’s plans
to redirect oil exports from Europe to Asia is cumbersome, time-consuming, and
more costly, leading to reduced revenue and profits.?® Washington and its allies
have announced that further escalation of sanctions is still a possibility.

Putin is reportedly furious about the large-scale provision of weapons by the
United States and its allies to Ukraine, as well as the extent of the sanctions im-
posed on Russia. He was also apparently shocked by the degree of coordination
among different countries. Although the Russian economy contracted by only 2.2
percent in 2022, according to the International Monetary Fund, inflation remains
high at around 12 percent, and the ruble has only stabilized at 60 per USD (below
the pre-invasion level of 75 per USD). The macroeconomic data conceals the true
extent of the damage to the Russian economy, which has suftered severe damage in
sectors such as manufacturing, automobiles, transport and others.?” Consumer de-
mand and incomes have fallen, the budget deficit is expected to rise, the ruble has
been isolated internationally, and a banking crisis is looming.*® The high interest
rates imposed by Russia’s central bank to stabilize the ruble are expected to further
reduce economic growth by affecting money supply, and business and investment
activity in Russia. Furthermore, many of Russia’s most productive workers are now
emigrating to escape economic hardship and escalating repression at home.

Even if a peace deal is reached with Ukraine, it is unlikely to result in the lifting
of all the sanctions against Russia unless it includes the restitution of all interna-
tionally recognized Ukrainian territories to Kyiv’s control, which is an unlikely
prospect. As a result, Russia’s economy is projected to suffer severely due to its
economic, technological, and financial isolation. This in turn, could lead to long-
term stagnation and the potential loss of its status as one of the world’s major

27 “Ukraine war: Price cap on Russian oil will hit Putin immediately — US,” BBC, 3 December 2022,
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economies.’! Some experts warn that Russia may face economic turmoil similar
to that of the 1990s, resulting in lasting economic depression and a disintegration
of its modern and outward-looking sectors.*?

'The sanctions will have a significant impact on Russia’s military and defense
industry. It will become increasingly difficult for Moscow to replenish spare parts
for tanks, planes, guided missiles and other resources expended in the invasion
that rely on high-technology imports from the United States and its allies.>* The
ban on semiconductor exports by Taiwan Semiconductor Manufacturing Com-
pany will also complicate Russia’s operation of various advanced weapon systems.
Additionally, most of the sophisticated computer chips used in these systems rely
on US-patented technology, which is covered by the current embargos. As a re-
sult, Russia will struggle to keep pace with technological developments in the
United States and China.

China’s Economic Challenges

Russia may require substantial economic and military assistance in the future
due to its weakened state. To strengthen Moscow, Beijing may need to offer sig-
nificant economic aid and support, but this will be a challenging task. China’s
economic growth has been slowing over the past decade, and the COVID-19
pandemic has only worsened that trend. In addition, China faces fundamental
structural and institutional issues in its economy, and President Xi Jinping’s ad-
herence to Marxist-Leninist ideology could further complicate matters. Beijing’s
authoritarian response to the pandemic is expected to result in a significant short-
fall in economic growth targets for FY2022 and FY2023.3* Additionally, China’s
aging population and demographic challenges are expected to have negative con-
sequences for the country’s future economic growth and overall national power.®

While Xi has set the goal of doubling China’s GDP per capita from USD
10,000 to USD 20,000 in 15 years as part of his “Vision 2035,” China’s economy

is projected to experience a significant slowdown by 2030, with growth rates po-

31 Konstantin Sonin, “Russia’s Road to Economic Ruin: The Long-Term Costs of the Ukraine War Will

3 Thomas Fingar and Jean C. Oj, eds. Fateful Decisions: Choices That Will Shape China’s Future (Stanford,
CA: Stanford University Press, 2020).
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tentially falling below three percent per annum.*® Even before the COVID-19
pandemic, China’s economic growth had already decelerated from double-digit
annual rates in the first decade of this century to an average of around 6.5 percent
during 2015-2019. In 2019, China’s economy expanded at its slowest pace in the
past 30 years, with reasons extending beyond the US—China trade war, such as low
industrial productivity, high levels of corporate and provincial debt, overinvest-
ment in the real estate and infrastructure sectors (leading to a crisis in the realty
sector), and high savings rates alongside low consumer spending as a proportion
of GDP37 Hence, China’s economic slowdown has deep, structural, and long-
term roots that have been building up over time. Addressing these challenges and
obstacles will require a comprehensive approach.®

However, restructuring the economy is extremely challenging due to deeply em-
bedded political, cultural, financial, and business practices and institutions that
have been created over more than three decades of double-digit growth rates and
economic success. These practices and institutions favor the continuance of the
existing model, which poses a significant political and institutional challenge to
any reversal. Furthermore, shifting the growth engine from investment and export-
led expansion to domestic consumption has not been successful and is expected to
result in lower economic growth rates of 2-3 percent annually. As a result, the
Chinese Communist Party (CCP) finds itself trapped by its own policies.*

Since the 2007-2008 global financial crisis, and especially under Xi’s leader-
ship, China has moved away from Deng Xiaoping’s long-standing policy of eco-
nomic reform and liberalization. Xi has implemented hard authoritarianism, char-
acterized by increasing party—state control over society and other aspects of life in
China, and greater centralization of decision making, with Xi being referred to as
“the Chairman of Everything.” Xi’s development strategy differs from those of his
predecessors, Jiang Zemin and Hu Jintao, in part due to the structural and

3% Andrew G. Walder, “China’s National Trajectory,” in Fateful Decisions: Choices That Will Shape China’s
Future, ed. Thomas Fingar and Jean C. Oi (Stanford, CA: Stanford University Press, 2020), 335-57; and
Michael Pettis, “How China Trapped Itself: The CCP’s Economic Model Has Left It With Only Bad

37'The share of household consumption in China’s GDP is 20-percent lower than the global average, and
investment as a share of the GDP is 20-percent higher than the global average.

38 Raj Verma, “Increasing Centralisation in China: A Bane for Economic Growth,” Asian Affairs 53, no. 4
(2022): 831-51; and Nicholas Lardy. Tbe state strikes back: the end of economic reform in China? (Washington,
DC: Peterson Institute for International Economics 2019).

39 Pettis, “How China Trapped Itself”; and Michael Pettis, “The Only Five Paths China’s Economy Can
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institutional problems discussed above, which have created fears of the collapse of
the CCP, and partly due to his Marxist-Leninist ideological proclivity.’

During General Secretary Jiang Zemins tenure, China conducted a thorough
analysis of the collapse of the Soviet Union, which led to the emergence of two
schools of thought. The “liberal” school concluded that decades of institutional deca-
dence and resistance to reform were the primary reason for the collapse of the Soviet
Union. The proponents of the liberal school believed that the reforms introduced by
Mikhail Gorbachey, including glasnost and perestroika, were not the problem, but
rather that the system was unable to absorb them due to being introduced too late.
As aresult, the CCP must reform China’s social, economic, and political systems and
carefully manage the opening up of China to avoid the same fate.

In contrast, the “conservative” school placed complete blame on Gorbachev for
the Soviet Union’s collapse. Proponents believed that glasnost and perestroika
should never have been introduced, and the Soviet Communist Party should
never have separated the armed forces from the party. This school concluded that
to avoid the same fate, China must tighten up the existing system and eschew
reforms. While Jiang espoused the liberal school, Xi is a firm believer in the con-
servative school and is determined to prevent China from suffering the same fate
as the Soviet Union.*!

Unlike his predecessors Deng, Jiang, and Hu, who de-emphasized Marxism—
Leninism and increased the role of the market in the domestic economy and
China’s participation in the US-led global economic order, Xi is a firm believer in
Marxist-Leninist ideology. Under Xi, ideology drives policy. His new Marxist
nationalism shapes the presentation and substance of China’s domestic politics,
economy, and foreign policy. Xi’s assertive and aggressive foreign policy, including
“wolf warrior” diplomacy, is driven by his belief that the United States is in termi-
nal decline and China’s rise and preeminence are inevitable. Thus, Xi’s ascent in
China marks the return of the “Ideological Man.”*?

Under Xi, China is experiencing a shift toward a more centralized economic
system characterized by skepticism toward market allocation of resources, restric-
tions on the private sector, and a growing role for state-owned enterprises (SOE).
Additionally, the CCP’s Organization Department and United Front Work
Department have expanded their reach into SOEs and the private sector. These

%0 Jude Blanchette and Evan S. Medeiros, “Xi Jinping’s Third Term,” Survival 64, no. 5 (2022): 61-90.
4 Blanchette and Medeiros, “Xi Jinping’s Third Term”; and David Shambaugh, “China’s Underestimated
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policies are likely to result in a misallocation of resources, decreased total factor
productivity, and lower economic growth.®

In 2020, Xi introduced the dual-circulation strategy (DCS) with the goal of
transforming China into a technological superpower and reducing China’s de-
pendence on the West. However, this strategy relies heavily on state-led techno-
logical innovation and domestic demand, potentially leading to a slowdown in
innovation and economic growth. Additionally, Xi launched the “common pros-
perity agenda” in 2021, which aims to reduce income and wealth inequality
through redistributive economic and fiscal policies. However, these policies could
have negative effects on the private sector and overall economic growth.**

'The Chinese leadership faces both domestic and external challenges to the
country’s economy. Externally, the US-China rivalry in the Indo-Pacific and be-
yond has led the United States to impose tariffs on imports from China, limit
China’s access to technology, and partially decouple its economy from China,
which hampers China’s economic growth. Additionally, the COVID-19 pan-
demic has led to low economic growth globally, which affects China’s predomi-
nant export markets in Europe and the United States. Rising nationalism and
protectionism worldwide may also negatively impact China’s economic growth.
Beijing’s aggressive and assertive foreign policy in the Indo-Pacific, coupled with
its failure to address the COVID-19 pandemic transparently and effectively, re-
duced trust in China.*

Due to the low economic growth, Beijing is likely to face numerous domestic
challenges as the young and urban population increasingly demands higher living
standards and better governance from the one party-state. This will render it ex-
tremely difficult to divert significant economic resources away from pressing is-
sues such as education, poverty reduction, environment, climate change, invest-
ment in urbanization, defense, and internal security to provide economic assistance
to Russia. Restructuring Sino-Russian trade relations to alleviate the structural
pressures on Russia’s economy is also a daunting task. Amid declining economic
growth in China, a weakened Russia is more likely to undermine, rather than
enhance, China’s strength and hinder Beijing’s global ambitions to challenge US
preeminence and hegemony in the Indo-Pacific and beyond.

4 Verma, “Increasing Centralisation in China.”

# Rudd, “The World According to Xi”; and Blanchette and Medeiros, “Xi Jinping’s Third Term.”

# Raj Verma, “China’s diplomacy and changing the COVID-19 narrative,” International Journal 75, no. 2
(2020): 248-58; and Blanchette and Medeiros, “Xi Jinping’s Third Term.”
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Chinese Assistance to Russia and the Growing China—Europe Divide

If Beijing chooses to continue providing active support for Moscow, despite the
difficulties mentioned earlier, it may incur significant economic and diplomatic
costs that could even be debilitating for China. A major concern for Beijing in sup-
porting Russia is the possibility of trade repercussions from the West. Given that
US—China relations are already strained, strengthening ties with Moscow after the
Kremlin’s invasion of Ukraine also risks alienating Europe and harming trade and
economic cooperation between China and Europe, as well as technology transfers.

Over the past several years, China’s political and diplomatic relations with the
EU and the United Kingdom have deteriorated rapidly despite Beijing’s efforts to
increase its influence in Europe and weaken the strong trans-Atlantic link be-
tween Europe and the United States. Disagreements with individual European
states over human rights and trade policy, controversies surrounding Huawei’s
involvement in 5G network development, the origins of the COVID-19 pan-
demic, mass repression in Xinjiang province, Beijing’s curbing of democratic lib-
erties in Hong Kong, and diplomatic relations with Taiwan have all contributed
to the weakening of China’s standing and influence in Europe, including the
United Kingdom. Furthermore, China’s “17+1” program of economic and political
outreach to Central and Eastern European states has largely fallen apart, and rela-
tions between Beijing and the EU reached a new low in early 2021 when both
sides imposed sanctions on each other following Brussels’ criticism of events in
Xinjiang, which was followed by an indefinite suspension of negotiations for a
China—EU Comprehensive Agreement on Investment.*® These developments
have led to growing efforts in Europe to restrict Chinese investment and involve-
ment in critical infrastructure and in strategically important sectors of the econ-
omy. The European perception of China has shifted from an economic partner to
a geostrategic and ideological rival.

Amid these increasingly tense relations with Europe, China’s position of im-
plicit support for Russia during its invasion of Ukraine risks exacerbating Euro-
pean suspicions of and misgivings toward Beijing. At the virtual EU-China sum-
mit held on 1 April 2022, Beijing declined to take a tougher stance toward Russia,
prompting European Council president Charles Michel to caution Beijing that
“any attempts to circumvent sanctions or provide aid to Russia would prolong the
war.”¥” Moreover, China has been warned by its primary trading partners in

4 “MEPs refuse any agreement with China whilst sanctions are in place,” European Parliament,

86 JOURNAL OF INDO-PACIFIC AFFAIRS ¢ MARCH-APRIL 2023


https://www.europarl.europa.eu/news/en/press-room/20210517IPR04123/meps-refuse-any-agreement-with-china-whilst-sanctions-are-in-place
https://www.reuters.com/world/china/eu-push-china-summit-not-help-russia-ukraine-war-2022-03-31/

Russia’s Invasion of Ukraine

Europe that an expansion of Sino-Russian trade to help Russia evade Western
sanctions could negatively impact China’s trade relations with them. US and Eu-
ropean officials have also publicly highlighted China’s purported willingness to
provide Moscow with substantial economic, financial, and potentially even mili-
tary support to bolster Russia’s faltering offensive in Ukraine, and have warned
Beijing against doing so.*

On 28 April 2022, Germany’s lower house of parliament overwhelmingly
passed a petition in support of Ukraine that included a clause urging the German
government to impose sanctions on China if Beijing seeks to circumvent Western
sanctions on Russia or supply Moscow with weapons.*’ In February 2023, Biden
administration officials, including US Secretary of State Antony Blinken, con-
fronted China’s top diplomat, Wang Yi, with claims that Beijing is considering
providing weapons and ammunition to aid Russia’s war effort in Ukraine, and
stated that such a step would have “serious consequences” for the US—Chinese
relationship.”® Washington’s allies and partners in Europe have echoed such warn-
ings in their own encounters with Chinese top officials.”!

Despite the considerable risks that the Kremlin’s invasion of Ukraine poses to
Chinese interests, there has been no indication so far that Beijing is planning to
abandon its tacit support for Russia (while at the same time claiming neutrality).
However, Beijing’s perceived support for Russia risks worsening public and leader-
ship perceptions of trade relations with China in Europe, burying any last hopes
that the deepening divide in Sino-European trade relations can be bridged again
and making a timely conclusion of the projected investment agreement between
Brussels and Beijing even more improbable. Russia’s invasion of Ukraine has height-
ened the sense of urgency in European capitals, particularly Berlin, to expedite risk
divestment in critical infrastructures away from Europe’s geopolitical rivals, which
would likely have severe repercussions for China as well. As China’s economy re-
mains highly dependent on trade with the West and technology transfers in various
sectors of high-technology manufacturing, such developments could further slow
China’s economic growth, impacting its great-power potential and its ability to

challenge the status of the United States in the Indo-Pacific and globally.

8 Stuart Lau, “EU has ‘very reliable evidence’ China is considering military support for Russia,” Po/itico,
..................................... ’
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In the meantime, Chinese companies are facing significant challenges in main-
taining trade and investment relations with Russia, due to the risk of Western
secondary sanctions. These sanctions limit Beijing’s ability to continue engaging
commercially with Moscow. Despite its opposition to Western-sponsored sanc-
tions, China has largely complied with them. Shortly after Russia’s invasion of
Ukraine, major Chinese state-owned banks, including the Bank of China and
Industrial & Commercial Bank of China, began to restrict financing for Russian
oil and commodity purchases and downgrade their business ties with Russian
banks to avoid being targeted with secondary sanctions. The Beijing-dominated
Asian Infrastructure Investment Bank and the Shanghai-based New Develop-
ment Bank have both announced a pause in all activities connected to Russia and
Belarus. Other Chinese banks are also searching for ways to continue doing busi-
ness with Russian clients while avoiding secondary sanctions, such as entrusting
some of their business to smaller, domestically-focused banks to handle transac-
tions that larger, internationally exposed institutions would avoid.’> China’s
UnionPay card payment system, which the Kremlin had hoped to rely on after the
departure of Western bank card service providers, has refused to cooperate with
any sanctioned Russian banks.>

When Washington and its allies imposed severe sanctions on Moscow in early
March 2022 by banning various Russian banks from using the SWIFT system of
financial communications, some Chinese media suggested that China’s home-
grown Cross-Border Interbank Payment System (CIPS) could be used to circum-
vent Russia’s SWIFT ban.>* However, since CIPS currently only covers a small
portion of international trade and uses SWIFT as a primary communication
channel, Beijing’s ability to support Moscow in this regard is severely limited. The
restrictions on using SWIF'T, as well as other imposed restrictions, such as insur-
ing Russian commercial shipping, are also having direct adverse eftects on Sino-
Russian bilateral trade. Despite Beijing and Moscow’s repeated declarations in
recent years to “de-dollarize” their trade relations, around 70 percent of bilateral
trade was still being conducted in foreign currencies, primarily Euros and US
dollars, prior to the war.>®

52 Egan Tham and Julie Zhu, “Chinese banks scramble for ‘workarounds; as Russia sanctions impinge,”
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In 2022, Chinese imports of Russian energy products—mainly crude oil, natu-
ral gas, and coal—rose considerably as Moscow had few alternative outlets for its
exports. However, China’s ability to absorb energy and commodity imports from
Russia has been limited due to a slowing Chinese economy and a lack of essential
transport infrastructure. China has little spare capacity along key pipelines and
shipping routes, and Chinese traders face difficulties in obtaining financing from
state-controlled banks concerned about falling afoul of Western secondary sanc-
tions.’® Sinopec, China’s state-run oil giant, halted negotiations for a USD
500-million investment in a new gas-chemical plant and gas-marketing venture
in Russia due to similar concerns about sanctions. In March 2022, officials from
Sinopec, as well as fellow state-owned energy companies China National Petro-
leum Corp (CNPC) and China National Offshore Oil Corp (CNOOC), were
summoned by China’s Ministry of Foreign Affairs to a meeting reviewing their
commercial ties with Russian companies and urging caution when purchasing
Russian assets.’” In general, Chinese companies have been hesitant to increase
their investments in Russia’s upstream energy sector as Western firms are rapidly
divesting from their assets there.

Beijing is mindful of being viewed as a channel for importing sanctioned West-
ern technologies into Russia, which could result in Chinese companies being ex-
cluded from Western markets or from accessing high-end technologies that
China cannot yet produce domestically. These concerns have manifested in Bei-
jing’s reported decision to avoid supplying Russian airlines with replacement parts
for Western-designed civilian aircraft, as well as the decisions of Chinese elec-
tronics companies such as Huawei, Oppo, Xiaomi, Honor, or Lenovo to signifi-
cantly reduce their exports to Russia or to leave the Russian market altogether.
Some companies have even relocated much of their staft from Russia to Central
Asia.>® Chinese car manufacturers and suppliers have also cut their exports to
Russia, with some—such as Chery and Weichai—suspending their cooperation
with Russian manufacturers. Additionally, the economic fallout of Russia’s inva-

% Muyu Xu and Dominique Patton, “China’s March coal imports from Russia plunge 30% on year,”
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sion of Ukraine has complicated a significant Sino-Russian industrial joint ven-
ture to develop a wide-body commercial passenger aircraft: the CRAIC CR929.%

Notwithstanding the concerns of China’s private enterprises, the Chinese gov-
ernment remains committed to provide some measure of strategic support to
Russia. Consequently, since late 2022, various Chinese companies and research
institutes have been targeted by US sanctions for supplying Russia with dual-use
components and military-related services.®® It is likely that the list of sanctioned
Chinese entities will increase, as Chinese officials have so far reacted coolly to US
and European pleas to not supply military hardware to Russia in the future. The
concerns of Western states have been further amplified by the fact that Beijing
has markedly increased the frequency of joint military exercises with Russia since
the start of Moscow’s invasion of Ukraine, including numerous naval exercises
and joint patrols in East Asia and Africa.

During repeated high-level meetings with Russia’s leadership, China’s top dip-
lomats have demonstrated a commitment to continue supporting Russia, even at
the expense of harming China’s relations with the West. On the diplomatic front,
this entails shielding Russia by voting in favor of Moscow whenever Ukraine-
related votes have been cast at international forums, such as the United Nations
Security Council and General Assembly, UN subsidiaries like the Human Rights
Council or the International Atomic Energy Organization, but also the G20 or
the International Court of Justice. Moreover, Beijing has essentially carbon-
copied and amplified the Russian narrative about the war in Ukraine, both in its
official diplomatic statements and throughout all of its state-controlled media
channels. When Chinese diplomats belatedly announced a twelve-point peace
plan proposing a framework to end the violence in Ukraine in late February 2023,
one year into the war, this initiative was quickly dismissed by Western states as
lacking substance and concrete proposals, merely repeating vague slogans and
covertly favoring Russia.®! In the final instance, as US intelligence sources have
claimed since early in the war, Beijing’s determination to support Russia in the

% Anastasia Lvova, “Gruznoye izvestiye: kitayskaya Weichai prekratila postavki dvigateley KamAZu
[Gruznoye Izvestiye: Chinese Weichai has stopped supplying engines to KamAZ)],” Izvestiya, 1 September
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present crisis is being driven from the top, by Xi himself, notwithstanding skepti-
cism among more junior members of the Chinese government apparatus.®? Driven
by personal and ideological convictions, Xi has instructed his government to fur-
ther deepen ties with Putin’s Russia, even though doing so is likely to harm China’s
relations with many of its main trading partners and ultimately create additional
obstacles for its continued development.®3

Conclusion

When Putin ordered an invasion of Ukraine, he most likely saw it as a way to
not only reclaim “historic Russian lands,” but also to diminish US influence in
eastern Europe and weaken its global standing. However, Putin’s actions may ul-
timately have the opposite effect. Despite predictions that Russia’s aggression
would lead to a decline in US global power and benefit China, this article has
shown that Putin’s war is actually helping to solidify and reaffirm America’s dom-
inant position in world affairs.

'The conflict in Ukraine will likely leave the foremost global rivals of the United
States in a structurally weaker position. The resolute and strategically coordinated
response by Washington and its allies is expected to diminish Russia’s economic,
military, and diplomatic capacities, as well as Moscow’s ability to project power
beyond Russia’s “Near Abroad,” particularly into the Middle East and Africa.
While Moscow’s relations with China are likely to intensify further, Russia’s sta-
tus will become increasingly subordinate to Beijing’s, weakening their partnership
in structural terms. China will need to consider whether it is willing to support a
faltering Russia, given its own economic challenges and the negative repercus-
sions for its trade relations with Washington and its European allies. Therefore,
Beijing has little to gain from the present conflict, and it is difficult to imagine a
scenario in which China could capitalize substantially.

Perhaps the greatest obstacle to Washington being able to reaffirm its global
preeminence is, in fact, the political turmoil, partisanship, and polarization that
has become the “new normal” of US domestic politics. These factors will likely
continue to hamper Washington’s ability to pursue a coherent grand strategy in
close coordination with its allies. &
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