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Abstract. In 2022—2023, China is entering a new stage of its development. The combination of a number of crisis-
containing factors increases the likelihood of a large-scale socio-economic shock. Partly man-made excessive
slowdown in economic development due to the “Zero COVID policy”, the ongoing and escalating US-Chinese
rivalry and, in particular, the “technological war”, the over-concentration of power after the 20th Congress of
the CPC, as well as the growing tension around the Taiwan problem — all together, or with the imposition of just
two or three components, can lead to serious negative socio-economic consequences that will put into question
Beijing’s achievement of its second “centennial goal” — the establishment of the PRC as one of the leading
world powers by 2049. With the exception of the domestic political sphere, China is trying to find answers to the
above-mentioned challenges. In late 2022 — early 2023, Beijing removes anti-coronavirus restrictions, activates
trade and economic cooperation in various formats, attempts to find out common ground between Chinese and
American global interests, continues to make efforts in the European (also African, Asian, etc.) direction of its
foreign policy, as well as emphasizes the high level of Russian-Chinese cooperation. At the same time, trying to
provide answers to crisis-containing factors, Beijing faces both opportunities and limitations. The coming year
or two seem to be most difficult for China over the last 20 years. The slowdown in the economy and domestic
consumption, social protests, new challenges of the pandemic, the search for options to normalize relations with
the United States, balancing between the West and Russia against the background of the Ukrainian crisis, etc.
will require non-standard solutions from the Chinese leadership. Here we can expect both traditional successes
and possible failures. In the near future, the political model chosen by Beijing at the 20th CPC Congress will be
tested for effectiveness.

Keywords: world economy, international relations, China, foreign policy, economic development model,
Russian-Chinese relations.

About authors:

Vasily V. MIKHEEY, Dr. Sci. (Econ.), Full Member of RAS, Member of Directorate, Head of Research,
Center for Asia Pacific Studies.

Sergei A. LUKONIN, Cand. Sci. (Econ.), Head of Section.

KPU3NC-COAEPXKXAHNINE ®AKTOPbDI
PA3BUTHUA KHP

© 2023r. B.B. Muxees, C.A. JIykonun

MUXFEEB Bacuauii Bacunvesuu, akademurx PAH,
ORCID 0000-0002-6844-3196, mikheev@imemo.ru
HUMIMO um. EM. ITpumaxosea PAH, PD, 117997 Mockea, ya. Ilpoghcorosnas, 23.

JIYKOHHUH Cepeeii Anexcandposut, KaHOuOam 3K0OHOMU4ECKUX HAYK,
ORCID 0000-0002-8120-0420, sergeylukonin@mail.ru
HMIMO um. EM. Ilpumaxosea PAH, PD, 117997 Mockea, ya. I[Ipogpcorosnas, 23.

Cratbst octymmwia 27.01.2023. TTocne nopabotku 06.02.2023. [MpuHsTa K ievatu 27.02.2023.

AnHotamus. B 2022—2023 rr. Kuraii BcTymaer B HOBBII 3Tall CBOETO pa3BUTHSI, B KOTOPOM BEPOSITHOCTb Mac-
IITaOHOTO COLMAIBHO-3KOHOMMUYECKOTO KpMU3Kca OYeHb BbiCOKA. HeraTuBHas cUTyallust ONIPENessieTcsl Co-

24



CRISIS-CONTAINING FACTORS OF THE PRC’S DEVELOPMENT 25

BOKYITHOCTBIO psila KpU3HUC-cofepkallux (akTopoB. DKOHOMMUUYECKOE 3aMelJIeHue, MpoaorKalolieecss u
obocTpsitoleecs: aMepUKaHO-KUTAlCKOe COMEPHUYECTBO, CBEPXIIEHTpaIu3alius Biactu nocjie 20-ro chesna
KIIK, a Takxxe o6ocTpeHre TallBaHbCKOI MPOOJEMbl — BCE COCTABJISIIOIIME BMECTE JIMOO MPU OTHOBPEMEH-
HOM HaJIOKEHWU JIMIIb JIBYX WJIU TPEX KOMIIOHEHTOB JIPYT Ha Jpyra MOTYT CIIPOBOILIMPOBATH YPE3MEPHOE OC-

nabnenue Kurtas. DTo B KOHEYHOM UTOre ITOCTABUT MO BOIIPOC OocTiKeHue [leknHoMm cBoeit

LTS

BTOPOM CTO-

netHel eau” K 2049 r. — ctaTh OMHOM U3 BEMYIIIMX MUPOBBIX IepKaB.
Kuouesbie ciioBa: MupoBasi 5KOHOMUKA, MexXayHaponHbie oTHoteHus, Kuraii, CILIA, Poccust, BHenHsIs 110-

JINTUKA, SKOHOMMUYECKad MOJICJIb Pa3BUTHA.

INTRODUCTION

At the turn of 2022—2023, China is entering a
new stage of development. For the first time over
the last 20 years, the risks of a large-scale crisis are
significant. The severity of the problem lies in the
simultaneous manifestation and superposition of
several crisis-containing factors of a strategic nature.
Understanding the complexity of the situation
became especially clear after the 20th Congress of the
Communist Party of China (CPC), which took place
in October 2022, when the Chinese leadership, after
victorious reports, focused on analyzing the real state
of affairs in society.

The first crisis-containing factor is the economic
slowdown, which becomes chronic and begins to
frighten the party leadership of the country. According
to preliminary estimates by the State Statistical Office
of the PRC, the GDP growth rate in 2022 amounted
to 3%, which is significantly lower than the official
benchmark of 5% [source 1].

The main reasons for the emerging risks of China
“crawling” into the economic crisis are seen, first,
in the COVID restrictions caused by the state policy
of “zero tolerance” for the coronavirus which led to
the destruction of logistics and cooperation ties both
within the country and abroad between Chinese
and foreign contractors. Second, the deterioration
of the world market situation, which is painful for
Chinese exports and investment expansion within the
framework of the Belt and Road Initiative, including
as a result of the events in Ukraine. Third, in the
toughening of the economic, trade, technological,
tariff, investment, etc., speakingjournalistic language,
“war” with the United States.

The second factor is foreign policy: the growth of
Chinese-American technological competition into
a strategic value confrontation, embracing ideology
(market democracy versus “Chinese socialism in
the modern era”), political system (as they say in
Washington: the American model “democracy”
against “Chinese authoritarianism under the rule
of the CPC” or, as they say in Beijing: the right of
each country to “its own version of democracy”)

and the global world order (China stands for “fair
multilateralism” without “US hegemony”).

The third factor is internal politics. Here, the most
important event of 2022 was the 20th Congress of the
CPC. The main issues of the Congress, as expected,
were personnel-related. First, Xi Jinping’s re-election
as Chief Secretary of the CPC Central Committee for
a third term went smoothly and without intrigue, and
his monopoly power position in the party as the core
of the CPC Central Committee was consolidated.
Second, there was more than 50% renewal of the top
party leadership, bringing politicians loyal to Xi to
power.

In terms of domestic and foreign policy, the
Congress repeated the previously stated goals: the
creation by 2027 of a modern Chinese army, with an
emphasis on local wars; the transformation of China
(without specific physical economic indicators) into
a developed modernized “socialist” state in two
stages by 2035 and finally by 2050 [source 2]. At the
same time, it was especially emphasized that the
modernization of the PRC both had its own Chinese
specifics and was part of global modernization.

Foreign policy postulates repeated the slogans
and tasks of recent times: commitment to peace,
openness, globalization, interaction with world
leaders, diplomatic methods of conflict resolution,
rejection of hegemonism, etc., as well as the
invariance of the Chinese position on upholding its
sovereignty, including the topic of Taiwan. Neither
the US nor Ukraine were directly mentioned in Xi’s
speech at the Congress.

The predictable re-election of Xi Jinping went
smoothly, but was accompanied by a public scandal:
the previous General Secretary of the CPC Central
Committee Hu Jintao (2002—2012), who was sitting
next to Xi’s left hand, was publicly led out of the
meeting room. There are probably several versions
explaining this incident. Officially behind the
scenes — Hu felt sick [source 3]. However, the photo
and video cast doubt on this: it does not appear that
Xi and his entourage provided emergency medical
assistance to Hu.
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Another version suggests that Hu, who himself
did not run for re-election in 2012, remaining true to
Deng Xiaoping’s precepts about the inadmissibility
of a third term for the secretary general, was among
those old party members who did not approve of the
extension of Xi’s powers and securing for him the
status of the core of the Central Committee of the
CPC (as it was in the days of Mao Zedong), and in
general, the consolidation of Xi’s authoritarianism as
the number two person in Chinese history after Mao,
but before the “patriarch of reforms” Deng. This,
in fact, was the reason for his public humiliation.
In addition, Xi may have decided to publicly take
revenge on Hu for not consistently supporting him 10
years ago in the fight against Bo Xilai, who claimed
the post of Secretary General and was repressed by Xi
for “criminal offenses” [source 4].

One more version is probable. In this way, Xi
Jinping sent a warning about what consequences await
those who do not agree with the course of building
the party around him as the core of the CPC Central
Committee, that is, the third term, indisputability,
etc. However, dissatisfaction with Xi Jinping seems
to have gone beyond the CPC and manifested during
mass student protests at the end of 2022 in Beijing,
Shanghai, and other major cities. The protests, which
began with demands for the removal of anti-COVID
restrictions that psychologically exhausted society,
quickly turned into political ones with slogans: “down
with Xi”, “down with the CPC” [1].

The fourth strategic risk factor is Taiwan. The
Chinese leadership, as before, is considering the
possibility of using military force against Taiwan
if Taipei raises the issue of a sovereign state. In
doing so, it understands that the Chinese economy,
relations with the US, and China’s global positioning,
including its Belt and Road strategic plans, etc., will
be irreparably damaged. At the same time, despite
the development of military-political contacts with
the United States, the current anti-Beijing leadership
of Taiwan does not officially raise the issue of full-
fledged statehood, and Washington continues to
confirm its adherence to the “one China” principle.

However, Beijing, realizing the potential risks
and the absence of a direct current threat, continues
to escalate the military-political situation around
American contacts with Taipei, which, in essence,
does not go beyond the framework of the long-
term US policy of supporting democracy in Taiwan
while recognizing China as the only representative.
Moreover, according to the US data published
in early 2023, the military activity of the United

States around Taiwan in 2022 decreased to the level
of 2018 [2].

There are several reasons for such “nervous”
behavior of China. First, it is likely that Beijing’s view
of unification with Taiwan is changing. It used to be
thought that time was working for China, but now the
“pendulum has swung” not in its favor, and Taiwan
has nevertheless come closer to the moment when
the issue of a sovereign state can become a political
reality.

Second, in early 2024, new “presidential”
elections will be held in Taiwan. Traditionally, Beijing
supports the Kuomintang party, which shares the
principle of “maintaining the status quo”, and tries
to escalate the military situation around Taiwan to
weaken the position of the current ruling Democratic
Progressive Party in the eyes of voters.

Third, the Taiwan factor is being used to
consolidate political power around Xi after his not
entirely smooth (the mentioned above case with Hu)
re-election for the third term.

Fourth, the Taiwan factor is used as a pretext to
contain or balance the growing US military activity
in the Indo-Pacific region.

RESPONSE
TO CRISIS-CONTAINING FACTORS

After the 20th Congress of the CPC, the Chinese
leadership took a number of steps to weaken the
crisis-containing factors. To the least extent, they
affected the inner-party space. Xi, in response to
latent dissatisfaction with his third term and increased
authoritarian leadership, only stepped up the efforts
to consolidate his personal power as the core of
the CPC Central Committee. At the December
Plenum of the Central Committee at the end of
2022, the main topic was “consolidation of the party
leadership” in order to implement the decisions of
the 20th Congress under the leadership of the “core
of the Central Committee” [source 5].

The Party’s nod was again made in the direction
of Hu Jintao. In December, during the funeral of
Jiang Zemin (general secretary of the CPC Central
Committee, from whom power passed to Hu),
Hu Jintao was only publicly invited to Jiang’s brief
cremation ceremony, not to his formally pompous
funeral.

After the Congress, the most “innovation”
touched on the topic of coronavirus. Here, political
and economic motivations converged to muffle crisis-
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containing factors. In December 2022, the Chinese
leadership ended the “zero tolerance” policy for the
coronavirus and moved on to a new strategy — “living
with COVID”. Almost all internal anti-COVID
restrictions were lifted, and from January 8, 2023,
the quarantine requirements for most people coming
to China were canceled. The issuance of foreign
passports to the Chinese has resumed. Domestic
tourism and business activity began to recover [3].

On the one hand, it can be assumed that these
decisions were positively accepted both by the
Chinese youth who protested against the “COVID
dictatorship” and by partofthe Chinese economicelite
that saw the threat of an economic crisis in the “zero
tolerance” policy. On the other hand, such a sharp
turn in the anti-COVID policy does not go smoothly:
there has been a surge in morbidity and mortality
from COVID-19. Critics noted that the scale of the
“new catastrophe” prompted the authorities to refuse
to regularly provide epidemiological information to
the WHO [4].

Apparently, faced with a choice between
continuing the “zero tolerance” policy with negative
economic consequences for the national economy
and, accordingly, the deterioration of the image of the
CPC and the situation of “living with coronavirus”
with a surge inincidence and, of course, criticism from
Western countries and international organizations,
the choice by the Chinese authorities was made in
favor of the latter option. Probably, the traditional
March two sessions of the All-China Committee of
the People’s Political Consultative Council of the
PRC and the National People’s Congress will have to
give the final answer.

CHINA—-USA

In the American direction, the expectations of
positive shifts after the 20th Congress have not yet
come true. Beijing understands that the so-called
decoupling — the break in economic cooperation
with the United States — will bring it hard-to-recover
strategic losses, but the normalization of relations
is still not happening. The signals sent personally
by Xi Jinping on the eve of the 20th Congress
continue to be accompanied, first, by sharp anti-
American attacks on Taiwan, human rights, Xinjiang
and Hong Kong, and second, by the accusations,
traditional for the last time, of the United States of
“world hegemonism” and “imposing its own model
of democracy”. In addition, according to Beijing,
Washington, without giving an adequate response,
continues to pursue a “provocative” line on Taiwan,

imposes “unreasonable” restrictions on high-tech
and investment cooperation with China, and also
“exposes” it as a “threat to the world” and “the main
adversary of the United States”.

In this regard, China was particularly concerned
about the latest version of the National Security
Strategy of the United States, where it was designated
as a “growing challenge”, as well as the related
NATO’s doctrinal turn in the same direction: China
is the main a challenge to global security.

China, in response to the American pressure,
has been taking a number of foreign policy steps
since the end of 2022, intensifying economic and
political cooperation with Saudi Arabia and other
countries of the Middle East, even at the cost of
some deterioration in ties with its traditional partner,
Iran, which is dissatisfied with such a turn. It is
beginning joint development of the Afghan gas fields
with the Talibanl. China continues to develop the
southeast direction of its diplomacy. The first visit
to China in 2023 was made by Philippine President
Marcos Jr. [5].

With regard to Europe, Beijing seeks to create
a “gap” in the European perception of China. At
the end of December 2022, an article appeared in
the Chinese media urging London to have its own
vision of China, different from Washington [6]. In
the economy, priority is given to Germany and the
countries of Eastern Europe that are friendly to
Beijing.

At the same time, according to some analysts, as
a step “towards the United States”, Beijing appointed
the former Chinese ambassador in Washington,
Qin Gang, as the new foreign minister [7]. Even
before the official appointment, he published an
article in which he spoke about the “necessity and
importance” of the normalization of US-Chinese
relations and that the future of the planet depends
on such normalization [8]. In the event of at least
partial success along this path and the strengthening
of global Chinese political positions associated with
this, some new nuances in the PRC’s approaches to
Russia can also be considered.

CHINA—RUSSIA

At the end of 2022 — beginning of 2023, the
impression was formed that Beijing was striving to
create a new foreign policy image of “a force that
dissuades Russia” from using nuclear weapons in

I The Taliban is an organization banned in the Russian
Federation.
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Ukraine and was acting as the “main peacekeeper”
in the Ukrainian conflict. The logic of Chinese
“anxiety” is as follows: the use of even tactical nuclear
weapons increases the risks of a major nuclear war,
in which China may also be involved. Such a war
threatens the collapse of the world economy and
the entire world order, while now China is gradually
taking the lead. Based on this, China points to the
need for “persistent efforts” to resolve the Ukrainian
conflict through diplomacy.

At the same time, the strategic vision of the future
of Ukraine by Beijing and Moscow is essentially
diametrically opposed: Moscow is in favor of
recognizing new geopolitical realities, Beijing is in
favor of preserving the territorial integrity of Ukraine
(although it has not yet emphasized these differences
in the diplomatic and propaganda field).

At the same time, China and Russia would
benefit from the demonstration of the developing
“comprehensive strategic partnership”, primarily in
the military-political sphere. China is actively using
military interaction and military exercises with Russia
in the Asia-Pacific zone, where it has no military
allies, in order to “balance” the military activity of
the United States, which is increasingly using the
potential of its allies in the Asia-Pacific — Japan,
South Korea, and Australia.

Meantime, the new image of China as a
“peacemaker which dissuades Russia” from using
nuclear weapons, according to the supposed idea of its
leadership, is designed to bring the political positions
of Beijing and Washington closer. In addition, it can
create a new “platform of opportunities” for China’s
cooperation with the United States and other Western
centers of power without an open transition to anti-
Russian positions on Ukraine, which is fraught with
a serious deterioration in Sino-Russian relations.
However, it seems that China is still far from the real
work of mediation, since such a variant of diplomacy
requires conditions that are not yet available.

Another nuance in China’s approach to Ukraine
appeared in early January 2023. A Financial Times
article dated January 9, 2023 says that if Chinese
leaders had previously repeated to foreign journalists
about their ignorance of plans for the special military
operation in Ukraine, but now the interpretation of
events is different. Thus, on February 4, 2022, the
Russian President told Xi Jinping during a bilateral
summit about the possible use of military force by
Russia “in the event of a threat to its security from
Ukraine.” However, at that time, Beijing did not
attach much importance to this and “did not expect

that the special military operation would be so long
and destructive” [9].

It can be assumed that the change in Beijing’s
interpretations is aimed at whitewashing China to
some extent in front of the West, since many experts
were sure that Xi knew about the special military
operation and did nothing. Now it looks like this: yes,
I knew, but I did not expect all the severity.

Today, a new “triad” in the Chinese approach to
Ukraine is being built in the following way:

— they knew about the possibility of conducting
the special military operation, but did not represent
its current scale and duration;

— today, it is the PRC that restrains Russia from
using tactical nuclear weapons in Ukraine;

— in the future, China claims to be the main
peacemaker in the conflict (in the future, since at
the moment the parties to the conflict do not express
their readiness to deal with mediators).

This triad does not exclude Beijing’s original
position, which is:

— the United States and NATO are to blame
for the conflict in Ukraine, since they did not take
into account the security interests of the Russian
Federation;

— Chinais for the preservation of the sovereignty
of Ukraine and does not recognize the annexing part
of its territories to Russia (although Beijing prefers
not to mention the second fragment of this wording
in official materials);

— China is for a diplomatic solution to the
Ukrainian conflict, but so far and still without
concrete ideas and proposals on how to do this.

The main component of the economic relations
between Russia and China is the “turn of Russia to
the East”, although it would be more correct to say
“forced replacement of the loss of Western goods,
technologies and investments by Chinese”, as well
as covering losses in the Western market for Russian
energy resources by expanding supplies to the
Chinese market. Approximately from 2008 to 2014,
the “turn” involved a partial reorientation of Russian
foreign economic relations from the European to the
Asian direction, that is, China, India, Japan, South
Korea, and the ASEAN countries. After the gradual
introduction of anti-Russian sanctions, Japan and
South Korea left this list. ASEAN as a direction faces
difficulties due to the remoteness of the region (with
the exception of Vietnam and partly Singapore), and
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India is significantly inferior to China in terms of
trade relations with Russia.

Evaluation of the success of the “turn to the East”,
primarily to China, seems to be ambiguous. The total
volume of Russian-Chinese trade in 2022 increased
significantly, by 29.3%, to USD 190 billion [10].
The main contribution to this was made by Russian
energy exports. In other areas of “loss replacement”,
the situation develops differently. If there is a risk of
secondary sanctions for Chinese large companies
(primarily microelectronics), then it goes on slower.
At least the declared departure of Huawei from
Russia is one of the most significant examples. Where
niches have formed in the Russian market after the
withdrawal of Western companies and the risks of
secondary sanctions are lower (cars, mass market,
etc.), things are going more successfully.

Beijing, for its part, did not announce a “turn
to Russia”, which accounts for about 3% of the
country’s foreign trade. China is ready to develop
the vacated niches of the Russian market, but very
carefully, avoiding sanctions risks. In terms of energy
imports, China, while increasing purchases from
Russia, is at the same time expanding cooperation
with Arab partners, acting within the framework
of the unchanged strategy of diversifying sources
of oil and gas supplies. It is in this that China sees
guarantees of its own energy security. At the same
time, it is very likely that Russia’s energy importance
for China is more significant than just the volume of
deliveries. Cooperation with Moscow allows Beijing
to seek better conditions from other hydrocarbon
suppliers from the countries of the Middle East and
Central Asia. In the absence of a Russian proposal,
the cost of resources received by China from other
countries is likely to increase, which will negatively
affect the cost of Chinese products.

At the same time, the Russian policy of “turn
to the East” in the short and medium term may
have limits. First, it is the quality of Chinese goods,
technologies and the insignificant size of “cautious”
investments in the Russian economy, which are
inferior to those lost in the West. Second, further
expansion beyond a certain limit of Chinese exports
to Russia will soon require further trade liberalization,
and the question of creating a free trade zone between
Russia and China will inevitably arise. However, it is
difficult to expect China’s decision in the near future.
The fact is that such a step will objectively bring more
benefits to Chinese exporters of finished products to
Russia, whose products, based on world practice, are
covered by such agreements, and not to Russia, whose

energy exports to China are generally not covered
by agreements on free trade. Third, the “turn to the
East” and the development policy of Russian import
substitution come into competition with each other.
The development of one direction hinders the rapid
development of another.

Here Russia will have to work out an effective
balance between two vectors of economic policy: to
produce what they have lost in the West, or to replace
with Chinese what they have lost in the West.

SOCIAL CHALLENGES

The new situation in China after the 20th Congress
of the CPC has also highlighted a new problem. The
main domestic political consequence of the CPC’s
policy of reform and rapid economic growth in recent
decades has been the emergence of a multi-million
rich class (with an income of more than USD 1
million a year) and a middle class numbering in the
hundreds of millions (with an income of over USD 50
thousand per year). At the same time, in most cases,
wealth and well-being are associated not with the
public, but with private or individual business.

This creative part of Chinese society is no longer
satisfied with partyslogans, goals, and hieroglyphically
beautiful arguments framed in expressions from the
time of Confucius, which were voiced at the 20th
Congress of the CPC. These people require greater
specificity, predictability, the maximum possible
relief of COVID, tax or other burdens, comfortable
business conditions and the organization of their
daily lives.

The economic slowdown exacerbates the
emerging contradiction between the needs of life
and the slogans designed to back them up with the
programs offered by the CPC. In this context, several
major strategic changes in the socio-economic course
of the CPC, which were formulated in the run-up to
and enshrined at the 20th Congress of the CPC, must
stand the test of time.

The first is the transition from Deng Xiaoping’s
slogan “get rich” toanew one — “common prosperity”
(meaning “sharing”). Moreover, the transition, as
already noted, should take place in a new reality, that
is, an economic slowdown and a deterioration in the
global situation.

The second is the search for a response to the
American strategy of cutting off China from the
latest American achievements in microelectronics
(semiconductors), computer science, and
telecommunications. This also applies to the internal
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state of Chinese science, and the tasks associated with
the implementation of the Belt and Road strategy.

NEW OPTION
OF “BLOC OPPOSITION”
OF CHINA AND THE USA

In terms of challenges to Chinese stability
emanating from geopolitical confrontation, the
efficiency and competitiveness of the economic and
military-political formats that are developing around
Beijing and Washington are of key importance for the
near and medium-term future of China. The US is
actively creating new structures to contain China.

First, this is the military formation AUKUS
(Australia, the UK, the US) with the involvement
of the US, the UK, and Australia and a possible
accession of Japan.

Second, the Quadrilateral Security Dialogue
(OSD) of political and strategic orientation, which
includes the US, India, Japan, and Australia.

Third, the Five Eyes (FVEY) intelligence alliance,
which already has its own history, includes the US,
the UK, Canada, Australia, and New Zealand, again
with the possible participation of Japan.

Fourth, the Indo-Pacific Economic Framework for
Prosperity (IPEF), was created with the participation
of the US, Japan, South Korea, Australia, New

Zealand, India, Indonesia, Singapore, Brunei,
Malaysia, and Vietnam.
Fifth, in the context of the technological

confrontation between China and the US, the
CHIP-4 platform, with the participation of the US,
Japan, South Korea, and Taiwan, is of particular
importance, the purpose being to cut off China from
the production of semiconductors using the latest
2—3 nm technological process and to mothball its
lag is approximately on the 28-nanometer process
technology, in the best case — on the 14-nanometer.

In strategic terms, as opposed to the Chinese Belt
and Road, the US is putting forward its own project for
the development of world infrastructure Build Back
Better World (B3W)2, which involves the injection
of many billions of dollars into the global transport
infrastructure. Washington calls the difference from
the Chinese initiative that the implementation of the
project will be carried out by “world democracies”
on the basis of Western values and in compliance
with high Western environmental and technological
standards. The project is announced by the US as

2 An initiative taken by the G7 and launched on June 12, 2021.

“more correct” than the Belt and Road, because
it is funded by democratic countries, and not by
“authoritarian” China.

In June 2022, at the summit of the G7and NATO
countries, a number of initiatives were adopted, in
the interpretation of Beijing, of an anti-Chinese
orientation.

First of all, this is another American initiative
Partnership for Global Infrastructure and Investment
(PGII) in continuation of the American B3W and the
FEuropean Global Gateway Africa-Europe Investment
Package (GGA-EIP). The project puts forward more
specific goals than B3W — the mobilization of USD
600 billion and the involvement of the European
Union.

The June NATO summit for the first time in the
history of the organization paid increased attention
to the PRC [source 6]. At the same time, it should be
noted not only that China was mentioned in a pair
with Russia, but also differences in the perception
of both states. Russia was presented as a “military-
political adversary” and a “source of threat”, China
—asathreat in the future, but today — as a competitor.
Moreover, some NATO leaders, such as the Belgian
Prime Minister, expressed the opinion that it is not
necessary to put an equal sign between these two
countries in terms of military-political confrontation
in the long term [11].

Another NATO initiative has caused serious
Chinese concern: the presence at the summit of Asian
opponents to China, namely Japan, South Korea,
Australia, and New Zealand.

Following this, the United States announced the
formation of the Partnership for Blue Pacific (PBP).
Its goal is to contain the growth of China’s influence
in the space of Oceania and the South Pacific. Beijing
described the proposed initiative as harmful to the
Asia-Pacific, and NATO as a structure that poses a
threat to global security.

Forits part, Chinaistaking a number of retaliatory
steps. The economy is focusing on the Belt and Road
initiative. Beijing calls the creation, development,
and expansion of the use of the “digital yuan” as the
main currency of countries gravitating towards the
“Chinese pole” as one of the most important projects
of recent times. As conceived by the authors, this idea
allows trading settlements without using the SWIFT
system as an intermediary.

Another Beijing’s financial initiative isthe creation
of a common currency pool based on the yuan with
the Bank of International Settlements (BLS) and the
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central banks of Singapore, Hong Kong, Indonesia,
Malaysia, and Chile. China intends to use this pool to
support the currencies of developing countries during
the crisis, thereby creating an alternative to the US
dollar.

In foreign policy, the main focus is on Russia.
This refers to bilateral relations and interaction in the
multilateral formats of the SCO and BRICS.

In addition, Beijing, in order to strengthen its
position in competition with the United States, uses
some formats without Russia, for example, 16+1 in
Europe (China and the countries of Eastern Europe,
aswell as Greece) or China+5 in Central Asia (China,
Kazakhstan, Uzbekistan, Kyrgyzstan, Tajikistan, and
Turkmenistan).

Bilateral ties with Russia are also staked on in
the military field. At the same time, China also uses
military cooperation with other significant partners.
For example, with Serbia in Europe, Djibouti in
the Indian Ocean, and the Solomon Islands in the
South Pacific. Chinese naval bases have already been
created or are planned to be created here.

Meantime, the main strategic goal of Beijing in
relations with Washington is to avoid the so-called
decoupling in the economy and a direct military clash
with the United States.

In 2022, the US-Chinese rivalry in Africa and
the South Pacific intensified. In September, the first
meeting of the new association Minerals Security
Partnership (MSP), created on the initiative of the
United States, took place on the sidelines of the UN
General Assembly. It included Canada, the UK,
Australia, Germany, France, Sweden, Japan, and
South Korea. The main purpose of the association
is to challenge Chinese dominance in the mining
of minerals that are used in the green economy
(electricity and solar panels, some parts of wind
turbines, etc.) by creating a special foundation.
It is assumed that the funds of this foundation will
be used to promote the interests of the countries
that have joined the association. In addition, Japan
plans to allocate an extra USD 30 billion to help
African countries, including training in the field of
management and administration of the economy.

At the summit of the Pacific Island States, also
held in Washington in September 2023, the United
States announced plans to provide the countries
of this region with USD 860 billion for economic
development purposes [12].

At the same time, both Beijing and Washington
understand that such rivalry allows regional states

to maneuver between the two centers of power and
obtain ever more favorable conditions for cooperation.
However, they assume that their costs will pay off by
expanding their geopolitical influence.

The US is stepping up pressure on China in the
high-techsectoraswell. In July 2022, the US Congress
passed the so-called Chips Act, which prohibits the
supply to China of technologies, equipment, and
materials for the production of semiconductors using
a l4-nanometer process or less (for comparison:
Taiwanese and South Korean companies can
already massively produce processors according to
the 3—4 nm process technology). Later, in August
2022, the US Department of Commerce banned the
sale of semiconductor design software to Chinese
companies. In doing so, the United States hopes to
change the structure of global industrial and supply
chains, but with minimal Chinese participation,
including suppressing the Chinese chip industry at its
initial stage of development.

The American Chips Act suggests the following.
First, the United States is blocking deliveries to China
of semiconductors, equipment, and other high-tech
goods that are produced using a technological process
with a size of 28 nm or less. It imposes restrictions on
the provision of equipment from American companies
for the production of advanced chips to China and a
ban on the sale of equipment for EUV lithography by
the Dutch company ASML to China.

Second, companies that receive funds from
the US Federal Government are prohibited from
increasing advanced chip production in China for 10
years. In connection with the Chips Act, against the
backdrop of high administrative pressure, a number
of American semiconductor enterprises announced
their withdrawal from China and the expansion of
investments in their country.

Third, Beijing believes that the Chips Act is
connected, among other things, with the CHIP-4
group, created at the initiative of the United
States, which includes four major semiconductor
manufacturers (the US, Taiwan, Japan, and South
Korea), and its main the task is to slow down the
Chinese semiconductor industry.

In general, the decisions of the 20th Congress of
the CPC do not yet allow concluding that China is
ready to resume dialogue with the United States after
the Congress. Sino-American relations have their own
logic and will probably continue to develop according
to it, however, as well as Sino-Russian relations.
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Within this framework, Beijing, in the authors’
opinion, will continue to balance between the two
vectors of its foreign policy. On the one hand, the
development of bilateral cooperation with the Russian
Federation in order to strengthen its own negotiating
positions in the confrontation with the United States
(military — with an emphasis on joint exercises,
political — based on anti-Americanism, economic —
with an eye to the risks of secondary sanctions). On
the other hand, the already noted unacceptability
for China to recognize the collapse of Ukraine, the
inadmissibility of a direct military clash with the
United States, as well as the extreme undesirability of
additional aggravation of relations with the latter due
to Chinese friendship with Russia.

CONCLUSION

Following the above, the year or two that follow
the 20th anniversary will be the most difficult for
China. The slowdown in the economy and domestic
consumption, social protests, new challenges of the
pandemic, the search for options for normalizing
relations with the United States, balancing between
the West and Russia against the backdrop of the
Ukrainian crisis, etc. will require non-standard
solutions from the Chinese leadership. Here one can
expect both traditional successes and possible failures.
In any case, the political model, limited to the power
of the core of the Central Committee of the CPC,
chosen by Beijing at the 20th Congress of the CPC,
will be tested for effectiveness in the near future.
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