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EXECUTIVE SUMMARY

 


	The ‘turn to the East’ in Russian foreign policy announced in 2010 has failed to bring about the heralded fundamental change in relations between Russia and its Asian partners, nor has it significantly reinforced Russia’s position in East Asia. It has also failed to create an effective mechanism for harnessing the economic dynamism of the Asia-Pacific region for the purpose of modernising Russia’s Far Eastern territories.



	However, the ‘turn to the East’ has not been merely rhetorical. Moscow has genuinely become more active and visible in the regional multilateral structures, and it has been consistently developing bilateral relations with a number of major regional actors. One result of this activity is the diversification (albeit so far limited) of Russian foreign policy, which is gradually becoming less ‘West-centric’. This diversification has allowed the Russian political elite to avoid a feeling of isolation during the recent serious crisis in relations with the West over Ukraine. However, this diversification has been restricted to the political and diplomatic dimensions, and does not extend to the economic realm. The share of Asian countries in Russia’s foreign trade and foreign direct investments has not increased significantly compared to the still predominant share of Western countries. It is too early to ascertain whether the limited sanctions imposed by the West in response to Russian policy towards Ukraine will change this proportion in favour of Asian countries at the expense of the West.



	Moscow’s response to the challenge posed to Russia by the rise of Chinese power consists of three complementary components: the continued development and enhancement of co-operation with China, especially in the energy sector; attempts to diversify economic ties and political contacts through intensifying relations with other Asian countries; and ostentatiously distancing itself from Washington’s attempts or intentions to adopt a policy of containment – even soft, let alone hard (military) – with regard to Beijing.



	Relations with Beijing are becoming much more important to the Kremlin than co-operation with other Asian partners. Increasingly, Moscow’s contacts with other Asian countries are being subordinated to its relations with Beijing. As its relations with the West, and especially the United States, are deteriorating, relations with China may soon become the central axis of Russian foreign policy as a whole.



	The relations the Kremlin is building with China and India are expected to serve as a model for relations between powers in a new, polycentric international order, as postulated by Russian diplomacy. This order, unlike the post-Cold War order based on US hegemony, should (in Moscow’s view) be based on an oligarchic consensus of great powers, civilisational pluralism, the de-ideologisation of interstate relations, the absolute non-interference in the internal affairs of ‘great powers’, respect for their spheres of influence, and the prioritisation of business co-operation.



	The Kremlin has been successfully playing a subtle game with Japan in an attempt to convince it that in view of the rapid growth of Chinese power, Tokyo should be interested in cultivating good relations with Moscow and therefore must accept Russian conditions for settling the dispute over the Kuril Islands, as well as increase without preconditions its economic engagement with Russia. By making efforts to intensify political and economic relations with Japan, the Kremlin wants to reinforce its position with regard to Beijing, diversify its economic contacts in the region, and create more room for manoeuvre for Tokyo in the international arena, thus contributing to a loosening of the Japanese-US alliance.






I. THE INTENSIFICATION OF RELATIONS WITH THE EAST AND ITS PREREQUISITES

 

Since 2010 Russian officials and experts have regularly called for Russian foreign policy to strengthen its ‘Eastern vector’ by becoming more actively involved in political and economic processes in the Asia-Pacific region. A direct stimulus for this was provided by a special meeting held in Khabarovsk on 2 July 2010 by the then president of Russia, Dmitry Medvedev. During this meeting, he set two goals: intensifying economic co-operation with countries from the Asia-Pacific region, and strengthening Russia’s role in regional organisations. Medvedev ordered the development of a “comprehensive action plan to reinforce Russia’s position in the Asia-Pacific region”[1]. A few days later, the head of the state-controlled Russkiy Mir foundation, Vyacheslav Nikonov, presented a ‘Russian strategy in the Asia-Pacific region’ as developed by a group of diplomats and academics from the Moscow State Institute of International Relations (MGIMO), with a suggestion that Russia should be transformed into a ‘European-Pacific’ state[2]. At the same time the term ‘turn to the East’ (povorot/razvorot)[3], began to appear in Russian foreign policy discourse, signalling a radical change in Russian foreign policy. As one Russian expert put it, Russia “has set itself the fundamental goal of balancing the European and the Pacific vectors in its foreign policy[4].” In a 2013 report assessing the results of this policy turn, the Russian International Affairs Council concluded that “never before has the Russian Federation dedicated so much attention to its Far Eastern regions and to issues of co-operation with Asia-Pacific countries[5].”

The idea of intensifying relations with the East is not a complete novelty in Russian foreign policy rhetoric. In the late 1990s, it was forcefully put forward and promoted by Yevgeny Primakov, the then minister of foreign affairs. In implementing the idea he initiated regular meetings of the so-called ‘Moscow-Delhi-Beijing triangle’. The ‘Concept for the foreign policy of the Russian Federation’ signed by Vladimir Putin in June 2000 at the onset of his first presidency also spoke about the necessity of paying greater attention to the Asian vector in Russia’s foreign policy, linking this with the need to ensure economic development in Russia’s Far East. It also included a proposal to raise the level of economic relations with China up to the existing (implicitly ‘high’) level of political partnership with this country[6]. In autumn 2000, Putin himself wrote that “the time has come to move, together with the states from the Asia-Pacific region, from words to action, and to enhance (narashchivat) economic, political and other bonds”[7].

In practice, Putin has paid the greatest attention to China and continued the consistent development of relations with Beijing in many fields which had been initiated by Boris Yeltsin. At the same time, Moscow retained the close and friendly diplomatic relations as well as military-technical co-operation with Delhi which it had inherited from Soviet times. In contrast, relations with Japan, which – given its security alliance with the United States – was viewed in Moscow as an integral part of the West, remained cool. Any fundamental improvement in relations was blocked by the unresolved dispute over the Kuril Islands. (These islands were occupied by the Soviet Union during World War II, and Japan has been demanding that the islands be returned to it ever since.)

The intensification of Russian discourse concerning policy towards the Asia-Pacific region seen since 2010 has been accompanied by a major evolution in the Russian elite’s perception of the balance of powers in the international arena. The key stimulus for this evolution was provided by the economic crisis of 2008–2009, and more precisely by the conclusions the Russian political elite drew from it. They saw the crisis as a manifestation of fundamental changes in the global economy, the essence of which is the approaching decline of the global domination of the West. According to this interpretation, East Asia is gradually becoming the centre of the global economy by increasing its share in industrial production, trade and financial assets, at the expense of the West. As one report prepared by prominent Russian experts put it, “The Asia-Pacific region is increasingly becoming the engine of global civilisation, taking over the role which Europe has been playing over the last five centuries.”[8]

In the opinion of the Russian political elite, the economic rise of the Asia-Pacific region will gradually be converted by Asian powers, especially by China, into greater political influence and military power. As a result, within a decade, China may become sufficiently strong to assume a position as America’s geopolitical rival on equal terms[9]. For Moscow, the US-China rivalry, which is today still restricted to the Asia-Pacific region but will soon reach a global scale, has already become the main ‘axis’ determining the nature of international relations.

It is commonly believed in Russia that the rise of the new Asian powers is inevitably leading to fundamental changes in the global balance of powers. The Russian political establishment believes that the international system is currently in a transitional phase between the post-Cold War order based on US (and more broadly, Western) hegemony, and a polycentric order (the term ‘multi-polar order’ is frequently used in Russian expert and official discourse, despite the logical absurdity of this phrase: there can only be two poles), based on a relative balance between several great powers, more or less equal as regards status and strength, each with its own zone of influence, and each interacting with the others as part of a ‘concert of powers’. Moscow has emphasised for several years now that this kind of order provides not only for a pluralism of political and economic decision-making centres, but also for a pluralism of value systems (civilisations).

Some Russian experts view East Asia as an attractive political model, providing an alternative to that of the West. As Vyacheslav Nikonov[10], a leading Russian expert in international affairs, has said, Asia today is “the most important global testing ground of a model for political modernisation, which does not involve Westernisation but represents a unique path of development based on the synthesis of democratic forms of government and local political culture.”[11] It is symptomatic of the mood prevailing in Moscow that the ‘Asian model’ is presently also appealing to such moderate Westernisers as Sergey Karaganov, who regard Russia as an integral part of European civilisation. A report he edited characterises the “Asian path of development” as “an example of the most successful strategy for improving competitiveness in global economy” and emphasises the “objective advantages of the Asian state governance model and socio-economic development.” This positive picture of Asian models is juxtaposed in the report with assertions about a crisis of “traditional Western economic and political institutions” and the incongruity of the existing model of “developed democracy”, which is incapable of coping with the highly competitive nature of the contemporary international environment[12].

A distinctive feature of Russian foreign policy is its extreme focus on relations with great powers; this is a consequence of thinking in terms of Realpolitik, which is characteristic of the post-Soviet political elite. For this reason, this analysis of Russian policy concentrates on Moscow’s relations with its three largest Eastern partners, China, India and Japan. This will allow us to draw a number of conclusions regarding the nature and the results of Russia’s Eastern policy as a whole.


II. THE POLICY OF ENGAGEMENT – THE RUSSIAN REACTION TO THE RISE OF CHINA’S POWER

 

Over the past few years, relations between Moscow and Beijing have acquired a special, privileged nature. The Russian president has been meeting with Chinese leaders more frequently than with leaders of any other country (with the exception of CIS countries) as frequently as he does with leaders of the People’s Republic of China. In 2013, the Chinese and Russian leaders met on five occasions, as they will in 2014[13]. The network of contacts between high-ranking officials and politicians from these two countries is similarly dense. Over thirty meetings at the levels of prime ministers, ministers, parliamentary speakers and senior military officials were held in 2013[14]. Since 2003, the armed forces of the two countries have held joint exercises almost annually (these exercises have been either bilateral or as part of the Shanghai Co-operation Organisation)[15]. These ever closer diplomatic and military contacts have been accompanied by the intensification of economic relations. Symptomatically, since 2010 China has been Russia’s largest trade partner, outpacing Germany.

The Kremlin clearly views its relations with Beijing as incomparably more significant than contacts with any other Asian partner. Moscow is increasingly instrumentalising its relations with the other Asian countries in order to enhance its position in dealing with Beijing. One could even risk the thesis that relations with China are gradually becoming the main pivot in Russian foreign policy in general.

Russian elites are impressed by the rapid growth of China’s economic, political and military power seen over the past decade. They are also aware of the reversal in the power ratio between the two countries. Bearing this in mind, the Kremlin has apparently come to the conclusion that avoiding open confrontation with China should be an absolute imperative in Russian policy. For this reason, it formulated an official slogan that the policy of partnership and building closer bonds with China has “no alternative.” Moscow officially stresses that presently its bilateral relations with Beijing are exemplary, and denies that increasing Chinese power could pose any direct threat to Russia. Vladimir Putin has on several occasions emphasised in public that growing Chinese power does not constitute a threat to Russia. In November 2011, while answering a question concerning the Chinese threat, he explained that although the natural resources in Siberia and the Far East could be very attractive, the “main struggle is for global leadership, and we do not intend to go into disputes with China over this. China has other competitors in this area. So let them contend with one another.”[16] In other words, he was suggesting that China did not pose a threat to Russia because it was engaged in rivalry with the United States. Putin reiterated this diagnosis a few months later, arguing that “China’s behaviour on the global arena has given no cause to speak about its aspirations to dominance” and added that the growing Chinese economy did not pose a threat, but instead created the opportunity “to fill our economy’s sails with the Chinese wind.”[17] Before the Shanghai summit in May 2014, the Russian president described relations with China as “exemplary co-operation which should serve as a model to great global powers.”[18]

Experts close to the Kremlin back the thesis that China poses no direct threat to Russia. Vyacheslav Nikonov even claims that “direct diktat and dominance are not part of the Chinese tradition.”[19] Similarly, in a report prepared for the Valdai Club, the group of authors led by Sergey Karaganov maintain that China will pose no military, political or demographic threat to Russia in the short or medium term[20].

While downplaying or even negating the existence of the threats posed by China, the Russian leaders seem to be applying a strategy towards Beijing based on three elements:

(1) developing economic co-operation with China, especially in the energy sector;

(2) searching for a diversification of economic and political ties with China by developing contacts with other Asian countries (India, Japan, Vietnam and South Korea);

(3) ostentatiously distancing itself from Washington’s attempts or intentions to conduct a policy of soft, let alone hard (military) containment with regard to Beijing, while at the same time promoting a regional security concept which boils down to removing the US military presence from the region.

It has become almost a ritual for the leaders of the two countries to emphasise that economic co-operation is the foundation of Russian-Chinese relations. As mentioned already, China has been Russia’s largest trade partner since 2010. Bilateral trade has been growing rapidly over the past few years (43% in 2010, 42.7% in 2011, 11.2% in 2012 and 1.7% in 2013) to reach a volume of US$88.8 billion in 2013[21]. However, these trade relations are asymmetrical in a way which is unfavourable to Russia. China’s share in Russian trade is 10.5%, while Russia’s share in China’s trade only slightly exceeds 2%. At the same time, despite Russia’s frequently reiterated declarations, Russia has been unable to change the structure of bilateral trade where it predominantly supplies oil and gas (in 2012, they accounted for 70% of the value of Russian exports, while machines and equipment only 0.7%)[22], and imports industrial goods, including, increasingly, machines and equipment.

Energy co-operation has beyond any doubt become the strategic core of Russian-Chinese economic relations. The most important element of this co-operation is the long-term contracts signed by Russia’s state-controlled company Rosneft, which envisage oil supplies with prepayments (see Table 1).

 

Table 1. Rosneft’s contracts for supplying oil to China




	Year


	Partner


	timeframe


	oil quantity (millions of tonnes)


	estimated contract value (US$ billions)


	prepayment value (US$ billions)





	2009


	CNPC


	2011-2030


	180


	65


	15





	2013


	CNPC


	2013-2038


	360


	270


	60





	2013*


	SINOPEC


	2013-2023


	100


	85


	20






*A framework agreement

 

As regards the gas sector, in contrast, larger-scale Chinese-Russian co-operation had until recently remained at the planning level. Russia would sporadically export relatively small amounts of liquefied natural gas to China under spot contracts (e.g. around 500 million m3 in 2012). The long-term, 30-year contract signed by Gazprom and CNPC on 21 May 2014 in Shanghai, which provides for supply of up to 38 bcm of natural gas annually from the Kovykta and Chayanda gas fields in Eastern Siberia, marked a real breakthrough. The contract’s total value stands at US$400 billion, and envisages a total supply of 1032 bcm of gas. Deliveries are planned to start in 2018, but each of the parties has the right to postpone the start of deliveries by two years[23]. The contract provides for the option of prepayment at US$25 billion[24]. One day before this contract, Russia’s Novatek signed a 20-year contract to supply 3 million tonnes of liquefied natural gas (starting in 2017). It is worth noting that the Chinese partner, China Development Bank Corporation, is expected to play the main role in financing the project, and is ready to invest US$20 billion[25]. In his address at the Saint Petersburg International Economic Forum on 23 May 2014, President Putin suggested that China had agreed to start talks on the possibility of supplying Russian gas from Western Siberian fields “via the western route”)[26].

The fact that Gazprom and CNPC finally struck the deal after ten years of negotiations, which were still ongoing the night before the date of its signing, was undoubtedly due to political factors, namely Russia’s ongoing conflict with the West over Ukraine, and especially the associated Western sanctions and the threat that they could be extended further, as well as the intensifying discussion on the need for European Union member states to reduce imports of Russian oil and gas. Given this situation, Russia wanted especially strongly to demonstrate its capabilities of diversifying gas exports. Furthermore, the signing of the contract was meant to send a political signal to the West, proving that the Western rhetoric of ‘isolating’ Russia was unrealistic.

One could put forward the thesis that Russia is gradually building up an energy alliance with China. This alliance will be based on long-term contracts for supplies of large quantities of oil and gas, which will be partly prepaid by China. Russia also seems to be interested in having the Chinese provide investments for the development of Russian oil and gas fields as an integral part of such an alliance[27]. Traditionally, this alliance will also include Russia’s participation in constructing nuclear power plants in China[28].

The economic deals struck during Russian Prime Minister Dmitry Medvedev’s most recent visit to China in autumn 2013 suggest that China and Russia are trying to gradually shift to a model of economic co-operation in which Chinese companies would invest in projects located in the Russian Federation[29]. The recent announcement by the chairman of the China Chamber of Commerce for Import and Export of Machinery and Electronic Products that China would like to increase its investments in Russia to a level of US$12 billion by 2020 (the present level of Chinese direct investments is US$3.5 billion) indicates that China is ready to intensify its investment involvement in Russia[30].

The development of co-operation in the energy sector and the spectacular growth in bilateral trade volumes have to some extent overshadowed Russian-Chinese military-technical co-operation, which used to form the most important component of mutual economic relations in the 1990s. Still, China continues to be the third largest client of the Russian arms industry. It can be estimated on the basis of available data that the value of Russian military exports to China in 2008–2011 stood on average at US$800–900 million annually (this accounted for around 10% of total Russian arms exports within this timeframe), and rose to US$1–1.5 billion annually in 2012–2013. Negotiations on two multibillion contracts for combat aircraft and submarines are underway[31].

The scope of military-technical co-operation between Moscow and Beijing has been quite narrow over the past few years. Russia exports mainly aircraft engines and helicopters. Furthermore, a programme envisaging the production in China on Russian licence of the Tigr armoured vehicle is now being implemented[32]. However, two high-value contracts are being negotiated at present: one on the sale of 24 Su-35 fourth-generation combat aircraft; and another to supply two submarines, as well as the licence to build more in China. It had been announced that the Su-35 contract, worth around US$2 billion, would be signed in November 2013, but Russian sources reported in September 2013 that this would not happen before 2014. The contract for submarine construction is expected to be finalised in 2015; its estimated value is US$1.5 billion[33].

However, Chinese-Russian military co-operation extends far beyond the export of Russian equipment and technologies. It is worth noting the frequency and the scale of Russian-Chinese military exercises conducted either under the aegis of the Shanghai Co-operation Organisation or on a bilateral basis. With regard to no other state (outside the CIS) does Russia demonstrate such a degree of openness to military co-operation. Between 2003 and 2013, Russia and China have held together ten military exercises in which between 1300 and 10,000 military personnel participated each time. Two large training events were held in 2013: maritime exercises (in the Pacific Ocean) with the participation of nineteen ships; and land exercises at the Chebarkul training ground in Russia. The Chinese President Xi Jinping’s tour of the command centre of the Russian armed forces, unprecedented for a foreign leader, during his visit to Moscow in March 2013 was meant to demonstrate Russia’s openness and the special nature of military cooperation between the two countries. Although both sides have emphasised they have no intention of entering a military alliance, one may come across the opinion that “basic conditions are being created for such an alliance in the military and technical spheres through holding more and more complex and extensive joint military exercises and through enhancement of contacts between the military personnel of the two countries.”[34]

It is worth noting that for the sake of maintaining good relations with China, the Russian political establishment is ready to accept a kind of condominium in Central Asia[35]. Although Moscow is aware of China’s increasing economic presence in the region[36] and is concerned that this could lead to an undermining of Russia’s political influence there to China’s benefit, it has strenuously avoided voicing its concerns in public. The Kremlin seems to assume that both Russia itself and China are sufficiently interested in maintaining good mutual relations to limit their rivalry in this region and to find a mutual accommodation of their interests there[37]. Although the Kremlin has not given up its attempts to counteract the Chinese economic penetration of Central Asia, and has been making efforts to include Kyrgyzstan and Tajikistan in the Eurasian Union, at the same time it appears to have accepted the need to tolerate it. It seems determined to find a modus vivendi with China in this region, based on a division of responsibilities and of fields of activity: Russia would maintain its prevalent political influence and its predominance in the area of security, while China would predominate in the economic area, even if the region remains institutionally bound to the Russian economy by membership of the Eurasian Union. During Vladimir Putin’s most recent visit to Beijing, Russia and China signalled their readiness to accommodate mutual interests in Central Asia, by including in a joint declaration a positive evaluation of each other’s flagship economic integration projects in the region, i.e. Russia’s Eurasian Union and China’s ‘Silk Road Economic Belt.’[38] Furthermore, the Chinese side manifested its readiness to soothe Russian concerns by promising to take Russian interests into consideration during the preparation and implementation of its project.


III. MOSCOW–DELHI: A GEOPOLITICAL CONSENSUS

 

Russia’s relations with India draw upon the strategic alliance which existed during the Cold War between India and the Soviet Union. These can be summed up as extremely comfortable – with no other country does Russia enjoy such unproblematic political relations. To emphasise this state of affairs, Russian diplomacy refers to them as a “specially privileged strategic partnership”[39]. Russia and India have no conflicting interests in international politics, while having converging regional interests. The two countries are interested in the stabilisation of Central Asia, and especially of Afghanistan; and they both view the intensification of Islamic radicalism in the region as a serious threat. They also both perceive China’s growing power as a problem in the long term. Russia formally supports India’s aspirations to a permanent membership on the UN Security Council. Vyacheslav Trubnikov, a former ambassador of the Russian Federation to India and currently a key figure on the Russian International Affairs Council, which is closely linked to the Russian establishment, intimated publicly during the visit by the Indian prime minister Manmohan Singh to Moscow in autumn 2013 that India should be granted not only a permanent membership in the UN Security Council but also the right of veto[40]. This might portend a revision of the official stance of Russian diplomacy, which has so far opposed the vesting of possible new permanent members of the Security Council with the power of veto, as increasing the number of such countries would mean a relative weakening of Russia’s own position.

Russia’s economic relations with India, when compared with Russia’s relations with China, display both similarities and differences. What is similar is that in both cases it is the energy sector and military-technical cooperation that play the central role. The differences include the scale of trade, which in the case of India is much smaller: in 2012, Russian-Indian trade volume reached only US$11 billion. The trade structure is also different and (from Russia’s point of view) healthier. The trade balance is positive for Russia, and Russian exports consist predominantly of products of the machine-building industry (almost 49% in 2012)[41]. The export of weapons and military technologies plays a much more important role in economic relations with India than in Russian-Chinese relations. India has been the Russian arms industry’s biggest client for years: the value of contracts implemented in 2008-2011 stood at US$7.2 billion, and in 2012 alone it reached US$7.3 billion[42]. This sum nearly equalled the value of civilian Russian exports (US$8 billion). The portfolio of orders for March 2013 was worth US$10.3 billion[43]. According to some estimates, India accounts for around 30% of total Russian arms exports. The estimated annual value of supplies is around US$3 billion. The contracts which have been signed and are currently being implemented are worth around US$20 billion[44].

To no other country, except for India, does Russia sell equally advanced military technologies and an equally broad range of weapons, from small arms to warships. In November 2013, the Indian flag was hoisted on an aircraft carrier bought from Russia, after it had been thoroughly modernised and re-fitted. In 2012, India leased a Russian nuclear-powered submarine. Russia also supplies India with shipborne fighter jets (MiG-29K/KUB) and Mi-17B-5 transport helicopters.

Furthermore, co-production based on high technologies occupies a significant niche in the areas of both military-technical and ‘civilian’ co-operation. Currently, a number of joint projects are being implemented, involving joint design and future manufacture of combat aircraft and guided missiles. India already manufactures Su-30MKI fighter jets and tanks on Russian licence.

Co-operation in the energy sector in Russia’s relations with India plays a significantly smaller role compared to its relations with Beijing. The nature of this co-operation is also different. India imports only small amounts of Russian oil, but its state-controlled corporation ONGC Videsh Ltd. has invested around US$4.3 billion in oil extraction in Russia. Videsh has acquired a 20% stake in the Sakhalin-1 project, and has bought Imperial Energy, a firm engaged in oil production in Western Siberia. Gazprom is planning to start exporting liquefied natural gas under a contract signed with Indian firms envisaging annual supplies of between 7.5 and 10 bcm[45].

During the most recent visit by then-PM Manmohan Singh to Moscow in autumn 2013, Russia suggested building a gas pipeline that would run from Western Siberia to India via the Chinese province of Xinjiang. The estimated value of this project is US$30 billion; a Russian-Indian group has been established to study this proposal, and India’s largest oil and gas company, ONGC, has expressed interest in the project[46].


IV. RUSSIAN-JAPANESE RELATIONS: A FRUITFUL ‘STRATEGIC PATIENCE’

 

Unlike the warm and close political contacts with Beijing and Delhi, Moscow’s relations with the third regional Asian power, Japan, have long been overshadowed by the unresolved territorial dispute over the Kuril Islands. Russian-Japanese relations, albeit correct, have remained cold. The Russian side, following President Putin’s unsuccessful attempt in 2001 to resolve the dispute through a compromise based on the joint declaration signed in 1956 and envisaging the division of the disputed archipelago between Russia and Japan[47], has evidently adopted the method of ‘strategic patience’, hoping that Tokyo will sooner or later become ready to accept the compromise. Moscow has not seemed particularly concerned that the unresolved conflict has hampered the development of economic co-operation, and in particular restricted the opportunities to use Japanese capital to improve the economic situation in Russia’s Far East. Instead, it has consistently suggested to Japan that economic co-operation issues should be viewed separately from the territorial dispute.

The Kremlin appeared to hope that, as China’s power grew and the Japanese-Chinese territorial dispute became more serious, Tokyo would become sufficiently interested in improving relations with Moscow that it would be ready to accept the Russian terms.

The Russian strategy has turned out to be successful. A ‘small breakthrough’ regarding the disputed islands was seen during the visit by Japan’s prime minister, Shinzo Abe, to Moscow in April 2013. Given the growing Chinese threat, Japan accepted the Russian terms for resolving the dispute: the parties agreed to separate the issues of economic co-operation from territorial problems, to resume formal consultations preceding the signing of a peace treaty, and to raise the level of mutual relations. It was also agreed that the ministers of defence and foreign affairs would meet periodically to hold consultations (in the 2+2 format)[48].

The first consultations since 2006 concerning the peace treaty were held in August 2013, and the first ministerial meeting in the 2+2 format followed in November 2013.

In his comment on this meeting, which was a sign of a significant improvement of relations between Moscow and Tokyo, Russia’s foreign minister Sergey Lavrov characteristically denied outright that a Russian-Japanese rapprochement could in any way be directed against Beijing. However, he implied that by building constructive relations with Tokyo, Moscow is helping Japan to reduce its dependence on Washington. In other words, Moscow is strengthening its position with regard to Beijing, but at the same time it is also acting in its own interest by loosening the US-Japanese alliance[49].

Despite the ongoing territorial dispute and cool political relations, economic co-operation has been developing very dynamically. Mutual trade volume increased by 59% in 2010, by 29% in 2011, by 5% in 2012 and by 6.6% in 2013, reaching US$33.2 billion. However, the trade structure is extremely unfavourable for Russia, at least from the point of view of Moscow’s declared ambitions to make its exports more ‘sophisticated’. Russian exports consist almost entirely (98%) of raw materials: crude oil, natural gas, coal, metals, wood and maritime products. In turn, most of its imports (85%) are products of the automotive, machine-building and electronic industries.

Paradoxically, while political relations between Moscow and Tokyo have been far from the level Moscow has achieved in its relations with Beijing and Delhi, Japan is the largest Asian investor in Russia. In 2012, total Japanese investments reached US$10.7 billion[50].

Co-operation in the energy sector is the core of Russian-Japanese relations. The majority of Japanese investments (86.3%) are made in this sector[51]. Japan’s largest investments have included participation in oil and gas production consortiums in Sakhalin: Sakhalin-1 (30%) and Sakhalin-2 (22.5%). As a consequence, Japan has become the main recipient (76%)[52] of Russian liquefied natural gas exports and a major importer of Russian crude oil. Between 2005 and 2010, Russian oil exports to Japan increased by over five times, reaching 13.1 million tonnes (7% of Japanese oil imports)[53].

Both sides have shown interest in enhancing their co-operation in this area. Gazpromneft revealed in June 2013 that Japan’s state-controlled company JOGMEC had acquired a 49% stake in the Chonskoye gas fields and would invest US$100 million in the operation of these fields[54]. In May 2013, Rosneft signed an agreement with Japan’s state-owned company INPEX setting up a joint venture in charge of operating oil fields on the Sea of Okhotsk[55]. In June 2013, Gazprom and the Japan Far Eastern Gas Co. consortium signed a memorandum of co-operation to start an LNG project in Vladivostok. This plant will produce 15 million tonnes of gas annually, beginning in 2018, 70% of which will be sold to the Japanese market[56]. In turn, the CEO of Rosneft, Igor Sechin, declared during the fourth Russian-Japanese investment forum in April 2014 that his company was ready to provide Japanese investors with access to its oil and gas fields as part of an assets swap[57].


V. RUSSIA AND THE MULTILATERAL STRUCTURES IN THE REGION

 

Moscow’s consistent efforts to join the multilateral regional organisations, or establish a formal partnership with them (the Asia-Pacific Economic Co-operation (APEC) forum, the ASEAN–ARF Regional Forum, the Defence Ministers Meeting ASEAN+8, the East Asia Summit (EAS), the ‘Asia-Europe’ Forum), have been another element of Russia’s strategy aimed at reinforcing its position in the Asia-Pacific region. Formally, Russia has achieved spectacular successes in this area: in 2011 it (along with the United States) was granted membership in the EAS, the last multilateral organisation it was still not a member of, and it hosted the annual APEC summit in Vladivostok in 2012.

Regardless of these formal successes, and of Russia’s undoubtedly more active presence in the regional structures, one could have the impression that Russia has no clear vision of how it could take advantage of this engagement. Russian diplomacy has been unable to generate any major initiatives to make Russia to be seen as a “model citizen of the region” for other countries, and as an integral part of the Asia-Pacific region[58].

The only major Russian initiative was the 2010 proposal to improve regional security through developing framework procedures by the region’s countries in this field. However these rules, which are by the way very similar to those put forward by Russian diplomacy for the Euro-Atlantic area, seem above all to be aimed at weakening US military alliances in the region. This initiative cannot be appealing to most countries in this region, which are concerned about China’s growing power, including military power, since it fails to offer them any security guarantees as opposed to those they have been given by the USA. For this reason, this initiative – which (not coincidentally) was announced jointly with Beijing and reiterated (also with Beijing) in 2012 at the EAS summit in the form of a proposal to start multilateral dialogue in order to create a ‘security architecture’ in the region[59] – has put Russia in the position of Beijing’s assistant, rather than that of a state which could help resolve the problems caused by the disturbance of the regional balance resulting from China’s growing power.


VI. THE RUSSIAN RESPONSE TO THE ASIAN CHALLENGES

 

Russia sees the new balance of forces which has begun to emerge on the international arena as a consequence of the spectacular growth of the Asian countries’, and above all China’s, economic potential, as presenting both new challenges and new opportunities.

One of the challenges is the increasing contrast between the Russian Far East, which is stuck in economic stagnation, and the rapidly developing countries in this region (with the exception of North Korea), which has created the risk of economic marginalisation for Russia. The rapid growth of China’s power is seen as another challenge. The deepening asymmetry – to Russia’s disadvantage – of the two countries’ potentials gives rise to the risk that in the long run Russia might become unilaterally dependent on China, and as a consequence lose its position as an equal partner of Beijing.

On the other hand, Russia has been offered the opportunity to exploit the economic dynamism of the Asia-Pacific region not only to boost the economic development of its Far East region but also to diversify its sources of investments and trade markets; this might reduce Russia’s economic dependence on its Western partners. The growing power of China has also opened up new opportunities for Russia. An ever stronger Chinese partner could become a kind of an insurance policy against the West. Furthermore, intensifying disagreements between Beijing and Washington have put Moscow in a convenient position; even if both rival powers are not competing for Russia’s favours, at least they cannot allow themselves to treat it in a way which could push it into their rival’s arms[60]. In the Asia-Pacific region itself, rising Chinese power automatically makes Russia more appealing as a partner to other countries in this region: India, Japan, the Republic of Korea and the ASEAN countries (above all Vietnam).

The Kremlin’s response to this situation has been equally complex, and consists of three parts. Firstly, the Kremlin has been making efforts to deepen its political and economic relations with Beijing, in order to safeguard Russia from the possibility of conflict with China. By becoming Beijing’s valued partner, Moscow has been making China more and more interested in maintaining good mutual relations, and has been increasing the cost Beijing would have to pay should it come into conflict with Russia. Secondly the Kremlin, by capitalising on the other Asian countries’ concern with China’s growing power, has been actively developing political and economic relations with them, above all with the regional great powers, India and Japan. Thus it has been striving towords geopolitical and geoeconomic diversification in order not to become unilaterally dependent on Beijing. Thirdly, the Kremlin has been making attempts to use its relations with Asian partners, above all China, to give itself more room for manoeuvre in its relations with the West, including first of all with the United States. In other words, by developing its relations with its Eastern partners, Moscow has been aiming at achieving the goal that it had already proclaimed in the 1990s: the construction of a new, polycentric international order to replace the US-centric post-Cold War order.

From the Kremlin’s point of view, relations with Beijing and Delhi reflect to the greatest extent its vision of what relations between great powers should be like in the new order[61]. It is precisely in its relations with the key Asian partners where Moscow wants to develop the ‘exemplary’ model for the coexistence of the main political centres of the emerging ‘polycentric’ international order. This model provides for a mutual respect of strategic autonomy (i.e. not being bound by formal obligations as allies) and zones of influence, mutual non-interference in each other’s internal affairs, refraining from ‘exporting’ one’s own values and political systems, pragmatic economic co-operation (i.e. without regard to any ideological restrictions), and the search for compromise in regional issues. In its relations with Beijing and Delhi alike, Moscow has emphasised the complete political harmony and similarity of interests and views on both the fundamental rules of operation of the new international order as well as regional crises and problems. Thus Moscow has been suggesting, more or less obliquely, that the main threat to the new international order which is desired by all three countries is posed by Washington’s aspirations to hegemony, and more broadly, by ‘messianic’ impulses from the West. In practice this means coordinating their positions at the UN and other international organisations. For example, Russia and China use their veto power in similar situations, and usually jointly, in the UN Security Council. Over the past few years all three states have demonstrated the desire to create international formats and organisations: BRICS, the Shanghai Cooperation Organisation and RIC (trilateral Russia-China-India consultations), with an intention of making them into alternatives to the institutions created and dominated by “the West”. Moscow vests particular hopes in the BRICS structure as a “platform for promoting a non-Western agenda” in the global context[62]. At the same time, all three countries have been pressing for reform of international organisations like the IMF and G20, so that their rules of operation increasingly correspond to the interests of the new non-Western powers.


VII. THE LAME ECONOMY

 

If the Russian policy of ‘turning to the East’ can be recognised as having had moderate success in the area of politics and diplomacy, it has failed to bring the expected economic results. Even investing US$21 billion in the spectacular preparation of the APEC summit in Vladivostok in 2012 has not helped[63].

Russia has not succeeded in significantly increasing the share of Asian countries in its foreign trade or in improving its structure. In 2008–2013, the share of countries from the Asia-Pacific region in Russian foreign trade (excluding the two Americas but including India) rose from 17.1% to 21.9%, while the European Union’s share fell from 52% to 49.4%[64]. Asian markets still absorb a relatively small part of Russian oil and gas exports. In 2012, 15% of Russian oil exports were sold to Asian markets (as compared to 6% in 2009), 7% of natural gas, 10% of petroleum products and 23% coal exports[65]. The Asian markets’ share in exports has been increasing, but quite slowly, and even the fact that the large gas contract was signed with China in May 2014 will not radically change the picture.

The Russian economic offer to Asian partners does not seem to be changing either. It is still restricted to the energy sector (oil and gas exports, oil and gas production and processing, the construction of nuclear power plants) and the arms trade.

It seems that Moscow hopes that the Asian economic giants will become an important alternative to Western economic partners, offering outlets that will guarantee a growing revenue flow for the Russian budget as well as the investment capital necessary to exploit and develop Russian natural resources. In the Kremlin’s opinion, the intensification of economic relations with India and China, unlike its co-operation with Western partners, does not entail any political risk in the form of open or covert pressure on Russian elites to adopt Western rules in business and politics (democratisation), or of Western values permeating Russian elites and society at large. It is probably relevant that the model of state-business relations in all three countries provides for a much greater degree for the ‘manual steering’ of the international operations of large corporations than is the case in Western countries. The Russian elite may thus feel more at home doing business with partners which operate within a similar business logic, wherein politics is closely intertwined with the economy.

The lack of a solid economic foundation may mean that the undoubted achievements of the Russian policy of ‘turning to the East’, such as the reinforcement of Russia’s political and diplomatic position, may in the longer term prove to be illusory.

WITOLD RODKIEWICZ
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