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—— ABSTRACT —

Last year (2014), after years of negotiation, China signed a gas supply con-
tract with Russia, which is a milestone of Sino-Russian energy cooperation.
This contract gives us a chance to review the development of Sino-Russian
energy cooperation and relations in the past 15 years. By analysing this
long history, we found that today’s achievement is the result of diverse
determinants.

It is necessary to understand these elements and consider energy coop-
eration against the background of economic development, international
relations and world governance, so that we can understand how the energy
deal was made and what it means to both countries in different aspects.

For both countries, today’s progress is the consequence of internal needs
and external pressures. Russia seeks for new market and tries to avoid
political and economic risks. China needs strategic reserve and a proper
political partner. More importantly, both sides hold the consensus that the
energy cooperation could bring effect on political level.

They set an example of how big powers cooperate and how they solve
disputes. The high level of political and strategic consensus has played an
essential role in this cooperation. This politically-oriented characteristic
contributes to today’s breakthrough, however, on the other hand, it could
also bring unstable and fragile factors.
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THE NEW CONTRACT IN 2014

In May 2014, the president of the Russian Federation Vladimir Putin visited
Shanghai to attend a key summit of Asian states that included delegates from
nearly 40 countries and international organizations.

It was Putin’s first visit to China since President Xi Jinping took office. Against
the backdrop of the sanctions of western countries caused by the crisis in Ukraine
and the closer relations of Russia and China in the recent years, expectations
were high that this visit could make big progress in the practical cooperation of
many fields. Although the officials remained silent, it was already an open secret
that Putin’s visit was “with a gas supply deal on the agenda” (BBC 2014a).

However, things were not as easy as people expected. On the night of May
20™, the press revealed that there would not be an expected gas contract signing
during Putin’s visit, due to the price difference (Zhang 2014). On that day, Russia
and China signed more than 40 cooperation documents without the gas deal.
It was such a disappointing night for both countries - regardless of all the clues
and hints that had suggested a big breakthrough, nothing really happened, again,
like always.

Then the surprise came in the morning. Russia and China signed the long-
awaited gas supply agreement on the last day of Putin’s visit. This last-minute deal
is expected to deliver some 38 billion cubic meters of natural gas a year eastward
to China’s burgeoning economy, starting around 2018 (BBC 2014b). According
to the media, “the two countries will invest more than $70 billion on the world’s
largest construction project, with Russia providing $55 billion up front and
China $22 billion for pipelines on their respective territories” (RT, 2014). “This
is the biggest contract in the history of the gas sector of the former USSR’ said
Putin, after the agreement was signed between state-controlled entities Gazprom
and China National Petroleum Corp (CNPC) (Reuters 2014a). Moreover, the
gas contract marks the new era of energy trading of two countries: there was no
natural gas (except LGN) trading before between the strategic partnerships.

The dramatic and volatile story shows the difficulty and complexity behind
the negotiations. Putin described the Chinese as difficult and hard negotiators,
noting that “talks went on until 4 a.m? (Reuters 2014b). “Both sides were in the
end pleased by the compromise reached on price and other terms”, the president’s
words are the only details we knew about that night. Not surprisingly, no official
price was given by both countries but it is estimated to be worth over $400bn.
Sources say that the price is around $350-$380 per thousand cubic meters, which
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would benefit both China and Russia, as it is cheaper than Asian spot market
LNG prices and slightly above Russia’s break even costs (Reuters 2014).

The secret price and unveiled details of the negotiation raised doubt and
discussions in the press and among the people. Although there were differ-
ent voices about the price and policy making, the mainstream in China still
expressed a positive attitude towards this epochal contract. From Russia’s side,
people seem satisfied with their new big client and their choice to tie up with
China, particularly in the face of the tense situation with the West.

It is obvious that this gas supply agreement is not simply the result of business
and trade struggle. Actually, any kind of energy cooperation is not only about
business, especially between China and Russia, but rather it contains many
issues, such as international security, political strategy, regional politics, and
global governance. It is the many connections between these two countries that
have led to today’s achievement. Therefore, to better understand how the energy
deal was agreed and what it means to both sides, one has to keep the foresaid
elements in mind and put the energy policy into the context of international
relations and politics.

We cannot deny that the gas contract reflects the close relations between
Russia and China, and so do the doubts, questions and secret interactions behind
the contract, from which we can learn more about the partnership between these
two powers.

According to recent official documents and representations, relations between
Russia and the People’s Republic of China “are developing successfully and have
reached a new level of comprehensive partnership and strategic cooperation”
(Kremlin 2014) This sets the tone of bilateral relations and the basic direction
of future development; however, the consequences behind the headline are far
more complicated.

HARD AND TORTUOUS DEVELOPMENT:
FROM 2001 ONWARDS

Russian-Chinese relations are always the focus of the world. As two main powers
in the current multi-polar world, Russia and China have become closer and
closer since their strategic partnership was founded.

China and Russia are in its best years at the moment. Before Vladimir Putin’s
visit to Shanghai in 2014, in October of 2013, Prime Minister of the Russian
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Federation Dmitri Medvedev visited China for the 18" routine meeting between
prime ministers since 1996, and signed many agreements with China. Just as
Putin said to the press earlier that year when China’s new leader Xi Jinping chose
Russia for his first visit abroad, the Russian-Chinese relations “are the best in
their centuries-long history” (ITAR-TASS 2014).

Looking back, diplomatic relations between Russia and China rapidly
improved after the dissolution of the USSR and the founding of the Russian
Federation in 1991 when Russia and China signed a Joint Statement on the
foundation of relations, in which the two countries pledged to “establish good-
neighbourly, friendly and mutually beneficial relations” when the then Russian
President Boris Yeltsin made his first official visit to China. In 1994, their bilateral
relationship was defined as a “constructive partnership”, and the description of
the relations in 1996 turned into an “equal and reliable, strategic partnership of
coordination towards the 21 century”.

A special moment of Russian-Chinese relations was marked on July 16™,
2001, when the then Chinese President Jiang Zemin and Russian President
Vladimir Putin signed “The Treaty of Good-Neighbourliness, Friendship and
Co-operation between Russia and China’, a programmatic treaty to confirm the
strategic partnership of coordination, aiming at “establishing a foundation for
the long-term comprehensive development of relations and strategic interaction
between the two countries within an equal and trust-based partnership” (Por-
tyakov 2010: 2—4). In the same year they joined with Kazakhstan, Kyrgyzstan,
Tajikistan, and Uzbekistan in the Shanghai Cooperation Organization (SCO).

The complementary agreement between China and Russia on the Eastern
Section of the China-Russia Boundary signed in 2004 ended the territorial
disputes that had lasted hundred years, and were seen as the last issue of conflict
between Russia and China.

Today, Russia and China have a “comprehensive strategic cooperative part-
nership’, the highest level they have ever reached since 2001. Interaction and
communication at the top level between the two countries has become more
frequent. Having the same position on many issues, like anti-terrorism, anti-
separatism, and ethnic issues, the two permanent members of the UN Security
Council have consensus on most of the intense global issues which have a huge
impact on the world. In the latest Ukraine crisis, although China kept their word
at the beginning in terms of concern about their relations with Ukraine and hot
topic domestic issues, Beijing allied with Russia by claiming that they oppose
sanctions with Russia over Ukraine (Reuters 2014b).
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Besides, both countries deepened their co-operation through the contexts of
G20, BRICS, and the SCO, and this enhanced their influence on global govern-
ance and at the geopolitical level.

From the economic aspect, Russia and China have seen a dramatic increase in
the total trade value in the past decade. According to statistics from the National
Bureau of Statistics of The People’s Republic of China, the total value of trade
between Russia and China jumped to 89.2" dollars in 2013 up from 10.6*
dollars in 2001 (National Data 2014). The first Russia—China crude pipeline,
built in 2010, started to work in 2011, representing the development of energy
trade during these years.

China has become the biggest trade partner with Russia today, and according
to the plan of two countries (before the gas deal of 2014), the bilateral trade
value will reach 100 billion dollars per year in 2015, and 200 billion by 2020
(Chinanews 2013).

However, in comparison with the very frequent political interaction and high
consensus at global governance level, the trading component is somewhat differ-
ent. It is noted that today’s 90 billion dollars in trade value between Russia and
China, the so-called big achievement of rapid development, accounts only 20%
of the total trade value between China and America. We could say that political
consideration in this scenario is more important than really practical economic
development for both countries — at least the facts give this impression. There
are countless frame agreements and memorandums as well as joint declarations
between Moscow and Beijing that have been signed since 2001, but many of
them are just concepts and political declarations, or propaganda, which are not
that pragmatic and efficient especially in terms of the economy.

The idea of oil supply from Russia to China was first proposed in 1996, when
Yeltsin signed “the energy cooperation agreements between China and Russia”
during his visit to China (People.cn 2014). In 2001, Yukos first proposed an Oil
Pipeline project, which would help transfer Yokos’s oil to Daqing, a northern
Chinese city. However, the project stalled in 2003 because of the arrest of Mikhail
Khodorkovsky. Then in 2006, after the agreement providing Transneft with 400
million dollars for constructing a pipeline from Skovorodino to China signed
by CNPC, the pipeline started to be built. It was not until 2011 that the first
Russia—China crude pipeline came into full use.

The situation is even worse in terms of gas trading. The starting point for gas
cooperation was the agreement in 1996, which proposed the idea of transporting
gas from the Irkutsk to China. Then the long and tortuous negotiations started.
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During the past 17 years, the two countries have signed a series of framework
agreements, and have established an energy negotiation mechanism at the vice
premier level, but still without a conclusive end. Many reasons have caused these
marathon negotiations, but price is generally acknowledged to be the biggest
obstacle. Briefly, the two “close partners” did not want to compromise in the
negotiations. It is clear that they both long for a final deal, which matches the
status quo of their intimate relations at the political and strategic level, neverthe-
less the procedure lasted 17 years.

In the opinion of Shoichi Itoh, a large part of the Sino-Russian energy part-
nership is rhetorical rather than substantial (Itoh 2010). Thanks to the 2014 gas
supply contract, we should re-evaluate energy connections between China and
Russia in the new era of Sino-Russian relations.

Since 2001, China’s imports of crude oil from Russia are getting better. In
2001, China imported 1.8 million tons of oil from Russia, and received 5.3 mil-
lion tons in 2003. The first time oil trading reached 10 million tons was in 2004,
and this climbed to 16 million tons in 2006, which was the record during the
2000s. As a result of the crude oil pipeline being put into use between China
and Russia in 2011, oil imports reached the 20 million tons level. In 2013, China
imported 24.35 million tons of oil from Russia, which made Russia the 4" largest
oil trading partner of China (China Energy News 2014). Although imports from
Russia account for 7.8% of the total oil imports of China, these are at present
far behind those of Saudi Arabia, Angola, and Iran (Guangzhou Daily 2014).

In order to expand trade, China created a new mode: Loans-for-Oil. In 2009,
China and Russia signed a series of commercial contracts including a big deal
for Loans-for-Oil. According to the contract, China Development Bank and
CNPC offered a 20-year-loan to the state company Rosneft and Russian pipeline
monopoly Transneft, of approximately 15 billion dollars and 10 billion dollars
respectively. In response, indebted Rosneft would supply 15 million tons of oil
to China each year, and Transneft had to finish the first phase of the construc-
tion of the Sino-Russian pipeline by 2009 (Pipeline and Gas Journal 2009). The
Loans-for-Oil strategy met the demands for both sides: Russia received funds
while China secured oil supply. This method is still working today not only in
terms of Sino-Russian oil cooperation, but also in deals with other partners.

As the disputes being gradually resolved, it seems that the energy coopera-
tion between China and Russia was changing into a highway from the previous
bumpy rough roads. In 2013, Russia signed with China a $270 billion deal to
double the oil supply to China (Reuters 2013). According to the contract, Rosneft
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will export 360 million tons of crude oil to China in the following 25 years (Qian
2013:72-73). Also in 2013, CNPC bought a 20% stake in OAO Novatek’s $20
billion Yamal liquefied natural gas project, aiding the Russian gas supplier’s bid
to raise financing (Bloomberg 2013).

To conclude, the situation of energy cooperation between the two partners
is improved in the past five years. Contract has been signed, oil is being trans-
ported, and the gas is on the road - the tough days have passed. All of these are
closely related to Russia’s energy policy and the world situation.

A GENERAL TREND?

Energy trade is a complex business which is inseparable with a nation’s strategy
and policy. Examining Russia’s energy policy towards China is a direct approach
to understanding energy relations between Russia and China. Nevertheless, there
is no single Russian energy policy in practice despite the notable Russia’s energy
strategy until 2030 (ES2030), a key document for Russia’s energy sector (Aalto
2012: 5). Published in 2009, the directional document is an updated version of
Russia’s energy strategy until 2020. The ES2030 reviews the previous document
and considers its effect, sets new strategies, and predicts the future of energy
needs, energy production, and economic development. ES2030 describes Russia’s
energy strategy in terms of turning to the east: “By 2030, the proportion of
Eastern energy markets in the Russian energy export of liquid hydrocarbons
(oil and oil products) should grow from the current 6 to 22-25%, while natural
gas exports should grow from 0 to 19-20%” (ES2030 2009). In contrast, the
proportion of exports to the West will decrease in order to remove dependence
on the Western market.

Without a doubt, China as a key player of Eastern energy market is involved
in ES2030. In the “going east” strategy, natural gas is a significant component
for its implementation since Russia owns the largest natural gas reserves in the
world while its development eastward just begins.

Shinichiro Tabata and Xu Liu explained three objectives of Russian oil and gas
development in the Far East and East Siberia: exploitation of oil and gas fields to
replace those in West Siberia, diversification of Russia’s oil and gas exports, and
economic growth in the Far East and East Siberia (Tabata, Liu 2012: 156-180).
West Siberia, notably the Tyumen oblast, has been at the heart of Russia’s energy
production since the mid-1970s (Tabata, Liu 2012: 156-180). That area produces
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60% of Russia’s oil and about 90% natural gas, according to statistics in 2012
(EIA 2013). As the needs of the Western market have stagnated in recent years,
coupled with China’s rising consumption in the East, production in the West
Siberian fields is projected to decline. In the future, untapped oil reserves in
Eastern Siberia and the Russian Arctic may play a larger role. Eastern Siberian oil
and gas area cover an area of approximately 3.3 million square kilometres. Russia
has started exploring these untapped resources. Though it is not clear about
the accuracy of these estimates, the Eastern Siberian area is definitely a secret
weapon for Russia: “the region’s potential was increased with the inauguration
of the Eastern Siberia-Pacific Ocean (ESPO) pipeline, which created an outlet
for East Siberian oil” (EIA 2013). In the Far East area, the prospects are more
stunning. Sakhalin Island, the biggest island of Russia with complicated history
and territorial disputes, is the home of a number of large oil and gas fields. “Only
in Sakhalin were foreign companies allowed to join the exploration and exploita-
tion of oil and gas resources in Russia” (Tabata, Liu 2012: 156-180) - this special
policy is designed by government to encourage development in the Far East.

It is not a secret that exports of oil and gas are of crucial importance to the
growth of the Russian economy and its finance (Gaddy, Ickes 2010). Russia’s
economy is highly dependent on its hydrocarbons, and oil and gas revenues
account for more than half of the whole budget revenues. According to the EIA
report, “oil and gas revenues accounted for 52% of federal budget revenues and
over 70% of total exports in 2012” (EIA 2013).

As energy exports are so important to Russia, they are trying to protect and
solidify their trade and transportation to secure a healthy and stable cash cow.
Unfortunately, the price of energy is floating (or falling), and the tendencies
for supply and demand are not in Russia’s control. Energy security has become
a troublesome case for Russia. There are too many determinants that influence
energy trading between Russia and Europe. Avoiding risk is a reasonable choice
in this situation. Therefore, Russia has the strong will to diversify its oil and gas
exports. The East and the Asia-Pacific area geographically are natural alternatives
for Russia.

Productivity and reserves are also essential conditions, while the needs of
the market are the reason for Russia’s eastward shift. Except for the security
dimension, market needs play a crucial role.

The global market has changed a lot in recent years: “Russia’s oil and gas
exports in the future are stagnating demand in the European market” (Tabata,
Liu 2012). The rising proportion of China’s demand is another change. In 2012,
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China became the second largest oil consumption country in the world while
its partner Russia took second place for oil production (BP 2013). Moreover,
China is also the second-largest net importer of oil in the world, while China
also became a net gas importer in 2007 (BP 2013).

By 2013, more than 55% of oil consumption of China relies on imports, and
24% of gas comes from other countries (BP 2013). The International Energy
Agency (IEA) predicts that China’s dependence on imported oil will increase
to 80% by 2030 (Downs 2010: 146-175). This emphasizes the huge potential of
China’s market.

There are so many instabilities in the trading between Russia and Europe. In
particular, the current situation between Europe and Russia might make things
even worse. With the insecure European market and an enlarging Chinese
market, Russia’s decision to switch to the east seems reasonable and feasible.

However, we should note that European countries still dominate and will
dominate Russia’s energy trade, its huge demand still is and must be Russia’s
priority target at that moment. To exploit the market in the Asian Pacific does
not mean that Russia will abandon the European market. It is a daunting task
for Russia to adjust their structure and strategy while grasping both the west and
the east market at one time.

Realizing the importance of energy and the geopolitical position in East
Siberia and the Far East, the Russian government has started to focus on these
areas. So, the tilt to East Siberia and Far East meets Russia’s internal needs for
regional development.

China invests more in Siberia today. Officially, the Outline of the Regional
Cooperation between Northeast China and the Russian Far East Area and East-
ern Siberia has started its implementation. With its strong economic power,
China’s influence in the Siberian area is increasing. The local economy of the Far
East has become increasingly reliant on Chinese goods, services, and labour. In
this situation, bilateral cooperation in the energy field is undoubtedly logical.

This brings us to the question of China’s role. What can China offer and
what Russia will gain through this cooperation? A simple answer is, money for
energy. However, there are more elements behind the contract. Russia’s energy
is seen as a safe and convenient supply to China, but it is not that necessary at
that moment, because China has already cultivated a series of energy suppliers,
including natural gas, LNG, crude oil, and even coal. In this context, Russia’s
energy is more like a strategic preparation for China. From the perspectives
of energy security and long term strategy, Russia’s energy could help China
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to diversify their supplier and reduce the cost of imports, since geographi-
cally Russia is the nearest supplier to China. Moreover, China’s unremitting
endeavour to enter the upstream of Russia’s energy industry has caused fear
for Russia. For China, only by entering into Russia’s upstream can she ensure
that the oil and gas from their partner are reliable and stable. So, deepening
the cooperation with Russia could bring more opportunities for the following
cooperation upstream.

In today’s situation, Russia has lost its advantages and initiative. The pressure
of the West has forced Russia to seek a new market and make a fast strategic shift.
The oil price keeps falling. Most importantly, Russia’s economy is in recession.
Ranking No.8 in GDP globally (World Bank 2014), Russia is gradually losing
its edge, especially in comparison with China. Today’s China has become the
biggest trade partner for Russia, while Russia only ranks No.9 amongst all of
China’s trade partners (National Data 2014). Clearly, Russia needs more in the
relations. The balance between Russia and China has changed. Just as James
Bellacqua suggested, Russia is increasingly becoming the “junior partner” in the
relationship (2010: 1-12).

This brings us to look at those negative elements that restrict the develop-
ment of cooperation and influence the energy export policymaking of Russia,
especially in the energy sphere.

First of all, China has many other partners in the energy sphere. As men-
tioned before, today China imports oil mostly from Saudi Arabia, Angola, and
Iran; imports natural gas from Central Asia through a pipeline; and imports LNG
from Qatar, Australia, and Malaysia. Russia is not in a dominant position.

Secondly, these two strategic partners have some dubious and ambiguous
approaches to competition in the Central Asia area. Both countries intend to
bring Central Asia into their energy plan, and that is exactly what they are
doing now. Russia still see Central Asia as its sphere of influence, but “Beijing
is also interested in new markets for China’s good and in Central Asia’s energy
supplies”(Trenin 2012).

Finally, the “China Threat” is being talked about in Russia. There is awareness
of the increasing inequality between these two powers and Russia’s weakening
position as compared to China (Kaczmarski 2013: 5). In the energy sphere, China
tries to go into Russia’s upstream while Russia has been reluctant to admit Chi-
nese investment in upstream gas market. Someone describes this as an “equity
stakes dilemma” (Skalamera 2014: 12-17). The mistrust of two countries is like
a landmine in the process of cooperation and policymaking.
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Luckily, the Kremlin seems to hold an optimistic view and see China as an
opportunity more than a threat. Putin has recognized that “China’s growth is not
a threat and Russia needs to catch the Chinese wind in the sails of our economy”
(Putin 2012). Since the economic crisis, Russia started to think about deeper and
pragmatic cooperation with China. That is why negotiations and cooperation
sped up in recent five years after slow development since 2001.

To sum up, it is a general trend for Russia to seek further cooperation with
China from the aspect of strategy. Moreover, it is a compulsory choice as well:
Russia needs China, and Russia has to make deals with China as they have no
other alternatives.

CHINA'S VIEW

The new gas supply agreement has triggered a huge wave of discussion in China’s
press and internet. People have been talking about the secret price, the history of
the negotiations, and the ups and downs of Sino-Russian relations. Except trying
to solve puzzle of price, another focus has been the debate of the pros and cons
of this deal. Did China win or lose?

The question is obviously caused by the secret price, as this was seen as the
major difficulty among those long negotiations. Many experts and journalists
have offered their own guesses about the price to evaluate the profits and loss
associated with the final contract. And interestingly, they have drawn totally
different conclusions. Some think that the final price is a success for Russia
(Rusnews.cn 2014); while other think that the price is closer to China’s lowest
expectations (Xiaocui 2014). The majority believe that the final price is higher
than the price Central Asia offers to China, while lower than the price that the
European market gets from Russia. We should know that the price could be
defined in many ways, and it is a complex formula with many variables. Actually,
it is meaningless to limit the discussion to the circle of calculation, the more
important factor is to evaluate it at the level of strategy, and detect the informa-
tion behind the numbers.

Another concern is the timing of this contract. Liang Fang, a researcher in
China, has questioned China’s policymaking in this cooperation in consideration
of the current bad political and economic circumstances for Russia. He analysed
Russia’s situation after the Ukraine Crisis and the sanctions of the West, and
pointed that it may not be a good timing for China to sign this contract. If China
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had dragged on the talks longer, they could have totally dominated the situation
and made a better offer (Liang 2014). This kind of voice represents a sort of
concern about this gas contract.

At the superficial level, China has the emerging needs for energy; they also
focus on energy security and future reserves. Moreover, in consideration of
serious air pollution in recent years, China desires to acquire cleaner energies
like natural gas. How could the negotiation last more than 10 years if two sides
were both hungry? Why this brings many questions to China and why the tiny
gain and loss were discussed? The bilateral mistrust created obstacles for the
pragmatic cooperation.

From Itoh’s view, diplomacy and negotiations between Moscow and Beijing
have been difficult, owing largely to Russian concerns about fuelling China’s
economic growth to its own geopolitical detriment: “although cooperation with
China in the energy field has a huge potential, Russia has yet to make the most of
this opportunity due to its own deep-rooted geopolitical mind-set” (Itoh 2010).

From China’s side, the concerns and mistrust mainly come from Russia’s
xenophobia and their attitude towards the world political arena. In the global
arena, China hesitates when coping with Russia’s aggressive acts. In Ziegler’s
opinion, China is a rising power, but “its foreign policy has been oriented toward
preserving the status quo, fostering the conditions for strong economic growth
and social stability domestically” (2010: 83-145). Trenin thinks that the mutual
support in global issues and regional problems has its limits (Trenin 2012).

Therefore, it is reasonable for China to keep cautious when they deal with
Russia.

POLITICALLY-ORIENTED ENERGY COOPERATION: RUSSIA, CHINA,
AND THE WORLD

There are various indications that today’s energy cooperation between China
and Russia has a kind of strong politically-oriented characteristic. Both Russia’s
energy export policymaking and China’s view have strong strategic and political
indications behind the scene. Interestingly, it is the political concerns that caused
the low efficiency in the past, and it is the political needs that make the deal
happen today.

It is widely believed that the Ukraine crisis has pushed Russian energy
towards China (Katakey 2014). But as previously described, the whole story is
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not so straightforward. As close comrades, China has no possibility of oppos-
ing Russia directly, while in consideration of the very frequent military and
agricultural cooperation with Ukraine, China has kept its word and avoided
expressing a clear view and has abstained from voting in the UN. Surprisingly,
China’s ambiguous attitude has been interpreted as a kind of support. Putin
thanked China because Chinese leaders “have always considered the situation in
Ukraine and Crimea taking into account the full historical and political context”
(Putin 2014). This is how China became involved in the Ukraine Crisis and
became Russia’s supporter, though not undertaken directly.

Paradoxically, when Putin came to Shanghai in 2014, China changed its
previous “neutral” attitude. In the joint statement, some messages pointed to
the Ukraine Crisis and Russia’s rivals: “The sides noted the need to respect
historical heritage of countries, their cultural traditions and independently
chosen public and political system, the system of values and ways of develop-
ment; counteract interference in domestic affairs of other countries, give up the
language of unilateral sanctions, organize aid, fund or encourage activity aimed
at changing a constitutional system of a foreign country or its involvement
in any multipartite association or union” (Joint Statement 2014). Needless to
say, China’s clear attitude satisfied Russia, who is now increasingly isolated by
the West.

Weighed and balanced, China has tried to obtain some support from Russia
in terms of territorial issues and regional tension as well as possible concessions
in energy negotiations by giving a hand to Russia. It is hard to say whether it
works or not, but at least, in 2014, when Russia was in crisis and had to find
partners to face the West, and when China was forced to face pressure because
of Diaoyu Islands and with Philippines, the unsmooth energy talks hitched the
ride of strategic allying.

Given the truth that energy trade between Russia and China is politically-
oriented, we should consider the role of China and Russia together in terms of
global governance.

The world has changed into a new multi-polar order since the Cold War
ended. Russia’s influence on the global stage has been undermined since the end
of Cold War and the collapse of the Soviet Union. Serious domestic problems
and emergencies like power struggles, the Chechen War, and the economic crisis
have erupted. In spite of this, Russia has still tried to preserve its impacts and
never underestimated its rights and opportunities to be a powerful force in the
world. From the religious perspective, Russia’s strong Messianism makes it more
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active and responsible. On the other hand, the glorious USSR and its imperial
history has given them a sort of self-pride and narcissism.

This idea is also present in the foreign policy of Russia: “Rapid acceleration
of global processes and growing trends in global development need a new vision
of priorities in Russia’s foreign policy, taking into account Russia’s increased
responsibility for setting the international agenda and shaping the system of
international relations” (Foreign Policy Concept of Russia 2000: 1-14).

With the economic globalization and multi-polar nature of the world struc-
ture, Russia needs to find a new way to remain engaged in international relations.
Joint and in cooperation with China, Russia seems not alone in the complicated
and fast changing international situation. Or clearly, as many have argued, the
balance that Russia wants to keep is in terms of the relations between China,
Russia, and the USA.

If Russia and China maintained sound bilateral relations, it could build
a positive counterweight among the big powers in the world. More importantly,
it is not a conflict or competition but a new mode of development in the new
order, which is constantly stressed by the leaders of two countries.

China, unlike Russia, sticks to its peaceful development policy without inter-
fering much with international issues. With the continuous changes of the world
situation and rising national strength, China has realized that “global governance
and global security includes issues such as the stability of the financial markets,
terrorism, the environment, food safety and non-proliferation, which is essential
to China’s further development” (Jisi 2011: 68). In the energy sphere, the stable
supply, the safe transportation, and the increased number of cleaner resources
are relevant to regional peace and global situation. This pushes China to be more
active in multilateral institutions (Jisi 2011).

Clearly, some common interests in the energy sphere and common concerns
in security do make these two countries closer and in greater need of each other.
Moscow and Beijing understand that they can make a contribution to world
stability and maintain a balance with the USA, or the West. They need to gain
their space and their common sphere of influence in the fast changing world.
Just as Putin talked about Russia’s cooperation with China on the global stage:
“The commonality of our approaches to fundamental issues of world order and
key international problems has become an important stabilizing factor in world
politics” (ITAR-TASS 2014).

Everything between Russia and China is under the background of political
consensus, which is an example of how major nations get along in geopolitical
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issues. So is the energy connection. If there were no geopolitical consensus, and
no sense of global governance, today’s gas deal as well as the comprehensive
Sino-Russian energy partnership would never exist.

Without a doubt, politically-oriented energy trade works today. It relies on
the current global political situation, on the Russia’s needs and China’s role,
also on the tradition and history of bilateral relations. Although there has been
mistrust and problems between the two countries, that kind of mistrust would
never cross the bottom line of the “unprecedentedly high level of partnership”
(Xinhua News 2013). But it could hurt if we focus too much on political level.

There is a long way to go for both countries to gain real, equal, and mutually
beneficial energy cooperation. China should avoid taking the partnership back
to the “comprehensive unconditionally friendly”, as China had been with the
USSR. After all, the previous ideological alliance between China and Russia did
not bring good outcomes. For Russia, when dealing with Sino-Russian energy
trade, they should not see it as a “Chinese Card” to threaten the West or establish
closer diplomatic relations with Beijing. Moscow should know that what Russia
really needs are stable trade relations, which are sustainable and beneficial.

CONCLUSION

Referring back to the 2014 gas supply contract, after years of negotiation, Rus-
sia and China finally reached an agreement on gas pipeline construction and
natural gas supply. This is the biggest energy contract so far between Russia and
China, and could reset the pattern of energy trade in the world. As big powers
in the world that have shared a similar history and have been very close in the
past, Russia and China’s breakthrough in terms of energy cooperation has far-
reaching impacts, and is worthy of research in the field of energy policy, as well
as international relations.

This long awaited gas supply agreement symbolizes that Russia’s energy coop-
eration with China has entered a new era: a cooperation based on a high degree
of political consensus and common interests, aiming at a pragmatic mutual
beneficial outcome. Today’s progress is the consequence of internal needs and
external pressures.

From the perspective of Russia, it needs to seek other markets to avoid the
potential risks of the European market, and grow their economy especially in
the less-developed area in the east. China, in contrast, is a country with a huge
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demand for clean and stable energy supply, which could help Russia to diversify
its export structure, and more importantly, give it support to exploit and develop
Eastern Siberia and the Far East. Strategically, the energy cooperation between
Russia and China might be a strong resultant force to ensure energy security and
to balance the powers at the regional level as well as global arena. The economic
needs are the roots; the partnership is the guarantee, while the changes to the
global political situation are the driving forces.

They set an example of how big powers cooperate and how they solve dis-
putes. Moreover, at the same time, they have specific features where high levels of
political and strategic consensus have played an essential role in this cooperation.
This politically-oriented feature has stimulated today’s big achievement, and will
direct following deeper development. Nevertheless, the political connection
could restrict energy cooperation as well. We need to note that the partnership
still includes unstable and fragile factors: mistrust and competition to some
extent influence the energy trade. Therefore, there is a long way to go for these
two big countries to maintain a rapid pace to implement and to push forward
their burgeoning energy cooperation.
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