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TRANSPORT AND LOGISTICS MARKET TRANSFORMATION:
PROSPECTS FOR RUSSIAN-CHINESE INTEGRATION UNDER
SANCTIONS RESTRICTIONS?

The development of the transport and logistics system in the direction of Russian-
Chinese cross-border cooperation is an important direction not only from the point of
view of economic prospects, but also from the point of view of political cooperation.
The articleis devoted to the devel opment and substantiation of proposals for deepening
the integration processes of the transport and logistics market of Russia and China.
The trends in the development of the world market of transport and logistics services
are analyzed with an emphasis on the border regions of Russia and China; identified
its key problems and possible directions for their solution to deepen the subsequent
integration between the border regions, an assessment of the effectiveness of the
devel opment of the transport infrastructure of the border regions of Russia, as well as
the prospects for integrating Russia into the system of world economic relationsin the
Asia-Pacific region (APR) is given.
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Introduction

In the modern world, the topic of international cooperation between countries in the new
conditions of tough political, economic and military confrontation acquires a special
meaning. The Russian Federation, finding itself in a state of confrontation with the United
States, is increasingly turning its interests to its Asian neighbours, primarily to China, the
most powerful state in the Asia region. The trends of Russia's active integration into the Asian
region are especially acute on the world development agenda today.
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This issue is of relevance in the dramatically changed geopolitical contexts associated with
the announcement of economic sanctions and international legal restrictions by the United
States and satellite states. The introduction of unprecedented sanctions regimes in 2022
disrupted the usual system of transport and logistics delivery chains and significantly
hampered the transportation process for logistics operators. In fact, the supply of goods along
the old routes turned out to be blocked, which caused a tendency to actively search for
substitutes, as well as the development of new promising directions of export and import
flows to meet the needs of the Russian national economy.

According to the most pessimistic forecasts, it can be assumed that in the event of a complete
destabilization of partnerships with countries that commit unfriendly actions against the
Russian Federation, the turn towards the Asia-Pacific region will be quite sharp and
unambiguous. The deepening of cooperation will take place along several vectors at once:
mutual integration (Russia-China) and Russia-EAEU-China. In the event of a negative
scenario and a prolonged unstable situation on the world market, capacity building under the
two models will be forced to occur faster than expected in the previously adopted strategic
concepts of the Russian Federation. Thus, the events in Ukraine will become a kind of trigger
for a complete change in the global geopolitical and geo-economic map of the world, and
will also affect the deepening of partnerships between Russia and China.

One of the important directions in the implementation of the mutually beneficial interests of
the two countries is the transport and logistics cooperation between Russia and China.
Already this year, we are witnessing global changes in the geo-economic map of transport
corridors and the logistics of commodity flows.

The transport and logistics industry plays a key role in building global economic relations
with external trading agents in the world market. Interruptions in the operation of at least one
link in the logistics chain cause a sharp change in world commodity flows and also reduce
the commercial effect of the foreign trade transactions implementation. At the same time,
transport and logistics are considered as two separate components, together give a synergistic
effect and are integrated into the modern world economy processes of globalization and
internationalization. Transport infrastructure is an important component of the life support of
all economic sectors at the micro, macro and meso levels of the state, ensuring the security
and the state integrity. To accompany such activities, there is logistics, as a link in
international deliveries by optimizing the material and intangible flows that were "produced"
by transport.

Materials and Methods

The analysis is based on the methods of socio-economic processes statistical research,
comparative analysis of the economic processes’ dynamics; historical approaches; dialectical
method of optimal search for development of the transport and logistics market solutions in
the regions; as well as forecasting methods that make it possible to give short-term and long-
term forecasts for the development of the transport and logistics market in Russia and China.
The general logical method of data synthesis was widely used in the work, which was
obtained by combining historical, economic and social indicators. Based on the indicators,
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the authors made a forecast on the possibility of an effective turn of the market of transport
and logistics activities of Russia to Asia and also analyzed the problems that the domestic
market may face with a closer merging of the Russian and Chinese markets. Of the theoretical
methods, the historical one was widely used with a comprehensive analysis of the
development of Russian-Chinese trade relations, especially in the railway transport market;
a classification method that will allow you to systematize and structure the received
heterogeneous information about the object of study. The empirical method in the work
consisted of modelling new route routes between Russia and China, levelling transit zones
and additional hub transport systems, as well as describing the main economic opportunities
and technological characteristics that made it possible to implement a number of transport
projects in the Russian-Chinese market of transport and logistics services.

Results and Discussion

Transport and Logistics Complex of the Peopl€'s Republic of China: Modern Achievements

There are many definitions of transport and logistics (see, e.g. Afansiev, 1965; Prokofieva,
Lopatkin, 2003; Vardomsky, 2015), but in this article, we will consider two components as
a set — a transport-logistics complex. The transport-logistics complex, in our opinion, is a set
of transport infrastructure facilities and business entities whose activities are aimed at
moving, accompanying and marketing material and intangible flows that ensure the viability
of sectors and branches of national economies with their possible subsequent integration into
the system of world economic relations.

The formation of the Russian and Chinese markets of transport and logistics services took
place in different ways and underwent a number of transformations. The phenomenon of
rapid China's transport infrastructure development is a unique example of a competent policy
and comprehensive economic decisions of the state. It gives impetus to the rapid development
of one of the fundamental sectors of the world economic system (Nosova, 2013).

The transport industry development has had a huge impact on most sectors of the Chinese
economy. In China, the importance of this factor came to be understood as early as the early
1990s. The reserves for the growth of rail traffic were completely exhausted, and the task of
the government was aimed at the accelerated development of interconnections between the
regions by land transport. The lack of centralized planning and uniform distribution of the
infrastructure component led to the disproportion’s formation. Therefore, in the period of the
planned economy, the main task was to increase the indicators of the volume of transportation
of goods over the annual increase in the gross industrial product. By the middle of the 7th
five-year plan, this indicator was achieved (Sazonov, Zaklyazminskaya, Wu Zi, Chen Xiao,
2017). As a result, the volume of cargo indicator began to exceed the transport and logistics
capacity for transportation. Throughput in many directions was also limited. Such an
imbalance arose due to an absolutely unprepared for such volumes and an undeveloped
transport network. China has only 3% of the world's transport network with such a huge
territory — it’s only 10 km of roads per 100 sq. km of territory (Avdokushin, 2019;
Andronova, Sokolan, 2019).
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The irrational use of the constructed railway networks, mainly for defence purposes, also led
to an uneven infrastructure and freight flows distribution (to the west of the Beijing-
Guangzhou railway). As a result, about 85% of newly built highways fell on these routes.
There was a gap between the western and northeastern regions of China, where the railway
service worked with overvoltage. This has led to an increase in the urban population in areas
with better infrastructure. In addition, the tariff system in the country did not take into account
the difference in cost on different route lines. Analyzing the transport Chinese railway
complex infrastructure until the mid-90s, we can say that it did not have rational support and,
as a result, it worked inefficiently (Abramov, 2018).

Due to the influx of investments through four channels: state, credit, equity financing and
through public-private partnerships, large-scale construction of railways in China begins.
China has become an innovator in the construction of railway networks as undersea highways
since 2015 and has begun construction of the 269 km high-speed rail line (HSR) Hangzhou
— Taizhou (Galeza, Chan, 2021). Today China's high-speed rail network occupies a leading
position in the world and is the largest in terms of length — over 22 thousand km, which is
65% of the global length of high-speed highways by 2020 (Vinogradov, 2020).

The total length of high-speed lines should reach 38,000 km by 2025. Such colossal results
were achieved thanks to the improvement of the logistics component quality on the railway
network due to the constant inflow of investments from the above four sources: public and
private. The multiplier effect of the work of the railway industry in China is associated not
only with a competent investment policy, but also with the effect of capital productivity
(Volgina, Pengfei, 2020). Thus, the number of people employed in the railway industry of
China exceeds 2.2 million people, and the constant improvement of the technological
component creates a demand for highly skilled labour. By 2045, the Chinese leadership is
faced with the task of making China a world industrial power and the development of the
railway industry can become the main economic driver (Sazonov, Syao, Zakliazminskaia,
2017).

A short history of the trade relations development between China and Russia (cross-border
cooperation)

Russian-Chinese relations have a rich and complex history. Trade relations have roots in the
heyday of overland trade between Asia and Europe along the Great Silk Road in the 2™
century BC, so the trade relationship between the two countries has a rich history.

Mutual integration began with the first Russian embassy to China in 1618, which marked the
development of Russian-Chinese trade relations. At the same time, the first overland route
was opened from Europe to China through Siberia and Mongolia. Later, in 1689, the
Nerchinsk Treaty was signed - the first interstate document that established the border and
procedure for trade between the two countries. Several important treaties followed
Nerchinsky: the Kyakhta and Burinsky treaties in 1727.4

4 The Nerchinsk Peace Treaty between the Tsardom of Russia and the Qing Empire, which for the first
time determined relations and the border between the two states. Concluded on September 6, 1689, near
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In June 1858, the strategically important Treaty of Tianjin was signed between E.V. Putyatin
and the official representatives of the Qing dynasty, Gui Liang and Huashan.® According to
this document, Russia received the right to trade both by land and by sea. In the 19th century,
since 1864, a Russian diplomatic mission began to operate in Beijing. At this time, Emperor
Alexander III and Finance Minister Sergei Witte were ardent supporters of the policy of
rapprochement between Russia and China, and the active promotion of Russian policy in the
Far East. Alexander III concluded an agreement on the settlement of border issues (1881), as
a result of which the Kashgar province (western China, Xinjiang) was transferred to China.
This decision deepened the policy of Russian-Chinese cooperation. In 1895 the first Russian-
Chinese bank opened in St. Petersburg. In 1896 An agreement was signed for the construction
of the Chinese Eastern Railway. The agreement also regulates the construction of the railway
line “Chita (Russia) — Harbin (China) — Vladivostok (Russia)”. The importance of this
railroad is difficult to exaggerate (Maslov, 2020).

The 20th century was full of cataclysms and changes in relations between China and Russia,
however, the transport and logistics complex, which required many years of serious
investment, developed dynamically.

In the 1960s, the USSR entered into transcontinental transportation between Europe and Asia
along the Trans-Siberian Railway with China's support. From the phase of "friendly
relations" in 1992, Russian-Chinese cooperation was transformed into a "strategic
partnership" in 1996.

In 2001, Russia and China signed the key Treaty of Good Neighborliness and Friendly
Cooperation, which gave a modern dynamic impetus to the development of bilateral contacts,
primarily in the field of trade, transport infrastructure and logistics.

The solid foundation of the contractual base, as well as the accumulated experience, currently
make it possible to more intensively develop social and economic cooperation between
Russia and China, especially in the border area. The countries have a long common extended
border.5 About 70 of the 85 subjects of Russia interact with the provinces of China. Cross-
border cooperation is based on bilateral interest: on the part of Russia is the implementation

Nerchinsk. It was the result of the "Albazin War" — the siege by the Manchu army of the Russian fortress
Albazin in 1685 and 1686.

Kyakhta Treaty on delimitation and trade between the Russian Empire and the Qing Empire. Prepared
during the period of the embassy to China in the course of work on the Burinsky Treaty and signed on
October 21, 1727 by the Russian ambassador S. L. Raguzinsky — Vladislavich and representatives of
the government of the Qing Empire Chabina, Tegut and Tulishen. Confirmed the terms of the Nerchinsk
and Burinsky treaties.

5 Gui-liang and his state, chairman of the inspection chamber, divisional chief of the heavy army of the
blue banner with a border, high dignitary Huashan. The aforementioned plenipotentiaries, on the basis
of the authority given to them from their governments, agreed and decided the following articles: Article
1. This treatise confirms the peace and friendship that have existed between e.v. emperor of all Russia
and e.v. Bogdokhan Daiqing and their subjects. Treaty of Tientsin 1858.

6 The current length is 4209.3 km, including 650.3 km of land, 3489.0 km of river and 70.0 km of lake.
It breaks up into two sections: a long eastern and a short western (about 50 km). Between them lies
Mongolia , bordered by Russia to the north and China to the south. The Russian-Chinese border has
both river (passes along the fairway of the Argun, Amur and Ussuri rivers) and land sections.
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of socio-economic programs for the development of Zabaikalsk and the Far East, and on the
China part is border industrial regions revival of China (Portyakov, 2002).

On the eve of the 20th anniversary of the Treaty on Good Neighborliness, Treaty and Source
between China and Russia, as well as the official visit of Xi Jinping, the General Communist
Party of China and the unexpected People's Republic of China to Russia (as part of the first
international visit after his re-election as president at the National People's Congress 2023),
mutual articles were published in the media of the heads of state, which confirmed the
intentions of the parties for friendship and long-term development of cooperation. “The
successful holding of 8 thematic cross years brings friendship and cooperation to new heights.
(Chinese President Xi Jinping (author's article for the Russian media) "Rossiyskaya Gazeta",
2023).

In turn, Vladimir Putin noted the following: “We met Comrade Xi Jinping in March 2010,
when he came to Moscow at the head of a representative Chinese delegation. Our first
meeting was very businesslike and at the same time sincere and friendly. This style of
communication personally impresses me deeply. I know that China attaches great importance
to friendship and human relationships. It is no coincidence that the sage Confucius said: “Isn’t
it a joy when a friend comes from afar!” We in Russia also highly appreciate these qualities,
for us a true friend is like a brother. In this, our peoples are very similar.” (Vladimir Putin's
article in the People's Daily "Russia and China — a partnership looking to the future", 2023).

Thus, it can be summarized that China and Russia adhere to the concept of eternal friendship
and cooperation. Bilateral relations are based on the principles of non-alignment, non-
confrontation and non-direction against third parties. The two countries firmly support each
other in following the path of development according to national realities, in the
implementation of development and revival.

Cross-border Russian-Chinese cooperation

Historically, the development of these regions has been a key base for conjugating various
Russian-Chinese initiatives, primarily cross-border cooperation. The accumulated historical
experience of Russian-Chinese cooperation predetermined the interaction between the two
countries and the creation of a single transport and logistics network for moving a wide range
of goods and services. There is a constant demand for certain types of goods, such as
consumer goods, agricultural products and natural resources. In addition to import-export
trade and economic relations, cross-border cooperation is one of the factors in the
development of small and medium-sized businesses. Of the 15 existing border economic
cooperation zones in China, four are oriented towards Russia: Manchuria, Suifenhe,
Hongchun and Heihe (Zhang, Hoekstra, 2020).

Mutual trade between Russia and China is growing rapidly. In 2021, mutual trade indicators
reached a maximum compared to 2020 and amounted to $146.88 billion, which is 35.8%
more than the base year.” China is Russia's largest partner in both exports and imports.
According to the Federal Customs Service of the Russian Federation, China's share in foreign

7 Official website of the Federal Customs Service https://customs.gov.ru/folder/511.
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trade turnover amounted to 18% in 2021, which is the leading indicator among other partners.
According to the General Administration of Customs of China, exports to Russia in 2021
increased by 33.8%, to $67.56 billion, and imports to China by 37.5%, which amounted to
$79.32 billion. In 2022, trade between Russia and China increased by 29.3% in annual terms.
At the end of the year, the indicator amounted to a record $190.27 billion, news agencies
reported, citing data from the General Administration of Customs of the People's Republic
of China.

Imports from Russia to China amounted to $114.15 billion, which is 43.4% more than in
2021. Exports from China to Russia grew by 12.8% to $76.12. Russia's positive balance
almost tripled to $38 billion (Khvostik, 2023).

Export-import operations of Russia and China today

Let's take a closer look at the commodity structure between Russia and China in 2021 (Table
1 and Table 2).

Table 1. The volume of foreign trade of the Russian Federation with China, billion

dollars
Indicator 2017 2018 2019 2020 2021
Import 48 52,2 54,1 54,9 72,7
Export 38,9 56,1 56,3 49,1 68
Trade turnover 86,9 108,3 110,9 104 140,7

Source: Review of the foreign trade of the Russian Federation with China for August 10.22, prepared by the Tinkoff
journal https://journal .tinkoff.ru/china-partner ship/ based on official statistics of the Federal Customs Service
https: //customs.gov.ru/folder/511.

As can be seen from the dynamics, the indicators are steadily increasing. The main increase
in the total trade turnover was provided by oil: in May, the Russian Federation came out on
top in terms of its supplies to the PRC. Such dynamics are explained by large discounts for
Chinese buyers. State-owned companies Sinopec and Zhenhua Oil purchased oil at a
discount.

The following product groups accounted for the largest increase in Russian exports to China
in 2021 compared to the base year 2020 (Figure 1).

Table 2. Structure of Russian-Chinese Commodity Trade in 2021

Product % of total Russian exports to China % in 2020
Mineral products 74.37 65.45
Wood and pulp and paper products 7.62 8.75
Metals and products from them 5.74 6.07
Food products and agricultural raw materials 4.98 8.07
Products of the chemical industry 3.69 3.83
Machinery, equipment and vehicles 3.44 4.60

Source: Review of the foreign trade of the Russian Federation with China for February 12, 2022, prepared by the
Russian Foreign Trade website based on data from the Federal Customs Service of Russia https://russian-
trade.com/reports-and-reviews/2022-02/tor govlya-mezhdu-r ossi ey-i-kitaem-v-2021-g/ and Official website of the
Federal Customs Service https://customs.gov.ru/folder/511.
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Figure 1. Commodity export structure of the Russian Federation to China in 2021
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At the same time, a stunning growth is observed in fuel and mineral products, oil and products
of their distillation; bituminous substances — an increase of $16,664,536,781.

Table 3. Export structure of Russia to China in 2021

Product % of total Russian exports to China per year % in 2020
Machinery, equipment and vehicles 60.77 59.03
Products of the chemical industry 11.03 10.66
Textiles and footwear 9.19 11.32
Metals and products from them 7.44 7.09
Food products and agricultural raw materials 1.99 2.53

Source: Review of the foreign trade of the Russian Federation with China for February 12, 2022, prepared by the
Russian Foreign Trade website based on data from the Federal Customs Service of Russia https://russian-
trade.com/reports-and-reviews/2022-02/tor govlya-mezhdu-r ossi ey-i-kitaem-v-2021-g/.

As we can see from the presented data, Russian exports to China are of a pronounced raw
material nature, while imports are dominated by high-value-added products. The largest
growth in imports was recorded for the following groups of goods: nuclear reactors, boilers,
equipment and mechanical devices; electrical machines and equipment, their parts; sound
recording and reproducing equipment, equipment for recording and reproducing television
images and sound; means of ground transport; plastics; furniture; bedding, mattresses;
prefabricated building structures; shoes, leggings and similar articles; organic chemical
compounds (Volgina, Liu Pengfei, 2020).

Over the past few years, cooperation between China and the Russian Far East has been
actively developing in the fields of energy, sea routes, industry, agriculture, forestry, and the
digital economy. Already, projects are being developed to expand the infrastructure between
the two states, which will contribute to the logistics activity development and the transport
infrastructure expansion. Countries are also increasing mutual settlements in national
currencies. So, in 2021, 25% of mutual settlements on foreign trade operations were made in
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rubles and yuan, by the end of 2022 this share will increase due to the mutual agreement
reached between the countries.

Thanks to joint efforts, trade turnover in 2022 amounted to a record $190 billion and
increased by 116 percent compared to 10 years ago. Interaction in such new industries as
scientific and technological innovation and cross-border e-commerce maintains high
dynamics. Interregional cooperation is rapidly gaining momentum. All this not only brings
real benefits to ordinary people, but also gives an inexhaustible impetus to the development
of both countries (Chinese President Xi Jinping (author's article for the Russian media),
2023).

Table 4. Themain indicators of the trade turnover of the Far Eastern and Siberian
Federal Districtsin 2019-2021 by country

Indicator for the period
March, 2019 — March, 2021

Far Eastern Federal District

Siberian Federal District

Trade turnover

$71.1 billion

$88.2 billion

Main turnover

"Mineral products" (47%)
"Jewels" (11%)

"Mineral products" (37%)
"Metals and products from them" (23%)

In the structure of trade
turnover by countries

China ranks first (32%), South
Korea ranks second (24%)

in first place is China (21%),
in second place is the Netherlands (8%)

Export

$53.9 billion

$68.4 billion

Mainly exported

"Mineral products" (60%),
"Jewellery" (14)

"Mineral products" (47%), "Metals and
products from them" (27%)

In the structure of exports
by countries

in first place is South Korea (31%),
in second place is China (26%)

in first place is China (21%), in second
place is the Netherlands (10%)

Import

$17.2 billion

$19.8 billion

"Machinery, Equipment and

Apparatus” (36%), "Transport” Machinery, Equipment and Apparatus

Mostly imported (23%), "Chemical Industry Products” (22%)

(17%)
In the structure of imports | China ranks first (48%), Japan ranks | in first place is China (22%), in second
by countries second (14%) place is the United States (11%)

Source: compiled by the authors based on data from the websites of the Governments of the indicated regions
Official website of the Plenipotentiary Representative of the President of Russia in the Sberian Federal District
and the Far Eastern Federal District http://www.dfo.gov.ru/district/

Considering the direct communication between Russia and China, it is important to note the
main border areas. Due to the geographical position of the Russian-Chinese border: the
Chinese province of Heilongjiang borders on the Primorsky and Khabarovsk Territories, the
Amur Region and the Jewish Autonomous Region. Primorsky Krai borders the territory of
the Chinese province of Jilin, and the territory of the Trans-Baikal Territory is adjacent to the
territory of the Autonomous Region — Inner Mongolia, where 50% of the shares of the
Mongolian Railway belong to the Russian side since the time of the Kyakhta Treaty between
China, Russia and Mongolia (Luzyanin, 2016).

Further development of cross-border cooperation will depend on the socio-economic
development of Russia as a whole and Far Eastern regions' development, which will
undoubtedly require an efficient transport system (see Made in China 2025). Transport
communications unite the Far East and the Baikal region with other country regions, which
is a necessary condition for the territorial integrity and economic space unity of Russia. The
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most important Euro-Asian transport corridors pass through this territory — is the Trans-
Siberian Railway, Primorye-1, Primorye-2, the Northern Sea Route, as well as other transport
communications linking Russia with the countries of the Asia-Pacific region.

Table 5. Foreign trade of the Russian Federation by main countries and groups of
countries (million US dollars)

January — January Share in January — January Share in RATES OF
2021 turnover, % 2022 turnover, % GROWTH, %
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Source: Review of the Foreign trade of the Russian Federation by main countries and groups of countries based
on the Official website of the Federal Customs Service https://customs.gov.ru/folder/511.

Compared to other territories of Russia, the transport infrastructure of the Far East and the
Baikal region is poorly developed. Thus, the density of railways in this territory is 3.6 times
lower than the average for Russia, and there are no railways in the Chukotka Autonomous
Okrug, Kamchatka Territory and Magadan Region. The main transport arteries of the Far
East and the Baikal region — the Trans-Siberian and Baikal-Amur Mainlines — require
strengthening, since after 2010 up to 90 percent of their directions worked with a critical load
level, primarily on the approaches to ports, large industrial areas and new deposits.

The rapid recovery of trade between the Russian Federation and China indicates the
sustainability of trade and economic ties between the two countries. In 2024, the volume of
trade between the Russian Federation and China is expected to increase by more than 37%
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to more than USD 200 billion, followed by its growth by 2026-2027. up to 280 billion
(Calculation of FANU "Vostokgosplan" according to the data of the General Administration
of Customs of the People's Republic of China, 2022). Thus, according to the Federal Statistics
Service of Russia, China has become the main economic partner. The rest of the increase is
in the regions: India, United Arab Emirates, Turkey, South Korea, Syria, Nicaragua, Brazil
and Israel.

Prospects for the devel opment of the transport and logistics complex in Russia in the context
of new Chinese initiatives

As already noted, for the implementation of the Chinese plan, the development of the Europe-
APR-Europe directions is of greater interest. One such project is the Economic Belt of the
Silk Road (SREB), which consists of creating a network of its own railway corridors along
the route of the Asia-Pacific countries-European countries. Access to regions with high
transit potential becomes, on the one hand, a link between European and Asian markets, on
the other hand, a source for the subsequent exploitation of natural resources at preferential
prices, and thirdly, one of the instruments of regional security and a geostrategic factor for
expanding the Chinese employment market. The main task is to connect the Xinjiang Uygur
region with Western Europe (Belova, Egorycheva, 2020).

To further develop the railway network, China has adopted a strategic plan for the
development of the national transport complex for 2021-2035 (Borokh, Lomanov, 2020).
The plan identifies five priority goals, including the introduction of innovative systems,
strengthening the integration of railways with other modes of transport, improving the quality
of services, respect for the environment and international expansion (Murphy, 2021).

Five implementation mechanisms have been developed to implement the plan.

1. To stimulate the innovation system by reforming the rail transportation industry with the
expansion of Internet + and Internet of Things +, 5SG and BB technologies. It is also
necessary to create connecting lines to ensure a unified system of work on a multimodal
route (Ostrovsky, Afonaseva, Kamennov, 2019), (Qin, Qi, 2022; Pereira, HMF; Saes,
MSM, 2022).

2. Infrastructure is needed, including multimodal terminals and storage facilities. In
addition to the infrastructure component, the logistics of the flow of goods should be built
to optimize the transport process and mobile route adjustment. To improve the quality of
rail services, is it necessary to create a system of high-speed rail routes, as well as develop
a system of refrigerated freight transportation, prolonging the range of the transportation
process, thereby increasing the interconnection between the city and the countryside?
(Xin, Zheng, Zhou, Han, Tadikamalla, Fan, 2022; Alichleh AL-Ali, ASM; Sisodia,
Gupta, Venugopalan, 2022; Ma, Cao, Li, 2021).

3. Improving the safety and environmental friendliness of rail transportation and
standardizing the transportation process will also be an important condition for
competitiveness. Ensuring the above criteria will affect the quality of the service market
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in China through the use of comprehensive measures to support the industry (Zha, Yang,
Wang, Wang, Zhou, 2020; Pan, Xie, Feng, 2020).

According to the new strategic plan, China's high-speed rail network is expected to reach
70,000 km by 2035 (see, The 2020 SIA Factbook). To a large extent, the main
concentration of the development of such routes will be the Jingjinji area near the Yangtze
River Delta, the Chongqing-Chengdu agglomeration (Orange Wang, 2021).

4. Full digitalization. To date, the digital economy covers a third of the sectors of China's
GDP and provides an annual growth in employment. If in 2017 at the 19th Congress of
the CPC, China's digital economy was only mentioned in Xi Jinping's speech in the annual
report of the Chinese government as one of the most vibrant promising development areas
that will accelerate the growth of China's economic performance. Already today, China
occupies a leading position in the world rankings in terms of the level of development of
the digital economy and is one of the most promising countries for further building up
digital capacities (Pratap, 2022; Li, Yao, Yan, 2021; Deshpande, Varghese, Kale, Atre,
2021).

In a few years, China has been able to increase human resources and digital competencies,
increase entrepreneurial and innovative activity, increase consumer demand in the high-tech
sector, gain access to international capital through the VIE tool, transfer most of the services
to the digital automated market, transfer the transport document flow to digital “rails”, create
a precedent for trade transactions for mutual settlements using our own payment system
UnionPay, WeChat pay (Ajay Bhalla, Bhaskar Chakravorty, Ravi Shankar Chaturvedi,
2020).

In 2019, the Chinese government work report noted that expanding research and development
ties in the fields of big data, artificial intelligence, next-generation information technology,
high-tech equipment, biomedicine and new sources will be key areas for the Chinese
economy in the next ten years. The lightning-fast development of China's digitalization is
associated with China's regionalization in this area. For example, the level of GDP of
Guangdong province is equal to the GDP of the whole of Russia, while the indicator of the
volume of the digital economy of Guangdong is 4 trillion yuan, which is 10 times more than
in the Russian Federation (Tiorkina, 2019; Ding, D., 2020).

Digitalization trends are especially noticeable in transport and logistics projects and affect
several adjacent regions at once. The fact is that the period of the pandemic gave all countries
a new look at the problems that may arise and paralyze the transport industry as a whole. In
order to increase supply and automate logistics processes, which will be more resilient to
external factors, China is issuing a special directive in 2021, which covers comprehensive
measures to further develop the economy through digital transformation. According to the
directive, the introduction of artificial intelligence, including in the transport industry, will
allow several times to increase the performance of the Chinese economy in the near future.
The Digital Silk Road project (hereinafter referred to as DSR) together with the border
regions of the EAEU countries.

The CSP initiative was proposed back in 2015. However, at that time the EAEU countries
were not ready to transform the management system through Internet technology, fearing
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China's excessive dominance in this market. Today, the prospect of development has become
the most realistic and, moreover, highly demanded by Russia. Global trends dictate a deeper
study of integration processes between the EAEU countries and China with a significant
reorientation of trade relations towards a mutually beneficial market. In the context of the
complication of payments between Russia and EU countries, a new window of opportunity
is opening for the development of electronic commerce using Chinese payment systems. This
system will also be aimed at protecting a single cyberspace, which is a very relevant solution
given the current unstable world market conditions (Tian, Zhang, Chi, Cheng, 2021).

For China, the development of this trend is a strategically important direction that will create
the hegemony of the technological market in the Eurasian space. Already today, such giants
as "Alibaba", "Tencent" and "Huawei" are becoming the most popular marketplaces. Taking
into account the geopolitical situation, the turn to the Asian market will be made
automatically, which will allow China to take a confident leading position (Varas,
Varadarajan, and others, 2021).

The CSP concept is linked to several Chinese programs "Made in China — 2025" and
"Chinese Standard — 2035" to provide a full cycle from production to marketing and bringing
goods and services to the end consumer. Thus, the projects will intertwine initiatives for
digital, technological, production and logistics transformation, which will present a closed
system for profiting by the Chinese market and will minimize dependence on the countries
of the Western bloc. The pandemic crisis has made the Chinese government aware of the
importance of automated and robotic processes (Gao, Cao, 2020).

A number of strategic documents have also appeared in Russia, which are aimed at the rapid
socio-economic transformation of the country's transport and logistics complex, including
border regions.

Among the main programs: Program for the Development of the Digital Economy in the
Russian Federation. until 2035; Transport Strategy of the Russian Federation until 2030 with
a forecast for the period up to 2035; Strategies for the development of the customs service
until 2030; Spatial development strategy of the Russian Federation for the period up to 2025.
National strategies and programs are supplemented by similar documents of regional
development: these are strategies and programs for the socio-economic development of the
Far East and the Baikal region for the period up to 2025 and up to 2035; development of
Siberia until 2030 and dozens of other programs that define the time frame and resources for
creating a base for growth (Wu, Jiang, Liu, Wu, Liu, 2020). The most difficult thing for those
grandiose tasks that are developed in our national and regional documents is their
implementation in practice in the face of unprecedented US pressure on all countries of the
world, six packages of sanctions from the EU countries and the US against Russia. However,
we do not foresee any other way but to survive and develop relying on our own strengths. As
for the transport and logistics sector in Siberia and the Far East, its modernization fits into
both the interests of China and the interests of Russia. Ahead of us is a rapid transformation
led by the Chinese locomotive.
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Short-term and long-term forecasts of interaction between Russia and China

The joint statement signed by both parties on the plan for the development of key areas of
economic cooperation until 2030 gives the green light to the development and activation of
new systems and mechanisms for trade interaction at the international level. Emphasis will
be placed on increasing trade in goods related to energy resources and products of the
electrical industry. The declared readiness to strengthen and develop the existing model of
trade relations creates a very favourable background for launching processes to improve the
transport and logistics sector.

1. Short-term forecasts

gradual improvement of international cargo delivery schemes;
development of the regulatory framework for the elimination of customs formalities;
transition to the Russian-Chinese document flow;

formation of the unity of the information platform for combining and processing data
on export and import licenses issued by the relevant authorities of Russia and China,
certificates of conformity and other permits in the field of foreign economic activity;

changing logistics chains and increasing routes through the Asian regions of Russia;
unification of tariffs;

increase in throughput;

the emergence of new logistics and transport companies;

creation of new border crossings on the border between Russia and China;
revitalization of the economy of the border regions of Russia and China;

deepening the diversification of suppliers of raw materials and goods between Russia
and China;

strengthening the Russia-China economic bloc, as well as strategic initiatives within
the framework of BRICS and SCO.

2. Long-term forecasts

formation of a reliable potential for strengthening economies;
development of trade and economic cooperation and growth of mutual trade;
well-established system of international trade relations;

formation of a common transport and logistics market with unified technical and
technological approaches, as well as a standardized management model;

changing the structure of the Russian commodity market;

shift of trade turnover to land modes of transport;
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e increasing the role of railway transport and developing the infrastructure of this type
of transport;

e creation of multimodal hubs in the border regions of Russia and China;

e cross-development of border regions and raising the level of Russian-Chinese
cooperation;

e strengthening trade cooperation with third countries with Iran, Pakistan, India, the
states of the Persian Gulf and Central Asia;

e the prospect of the emergence of new international coalitions, which may include the
participation of such regional leaders as Saudi Arabia, Turkey, Iran and India;

e strengthening of the Asian-centric market model;

e development of the policy of mutual settlements in national currencies;
e replacement of Western investments, equipment, and technologies;

e development of new route routes between Russia and China.

Thus, it is possible to predict the deepening of mutual transport and logistics direct routes
Russia-China-Russia. To date, several bilateral projects have already been launched, which
predicts the expansion of the bilateral geography of services:

e in 2022, the first train went on a new logistics rail route from the Bayan-Nur district in
northern China to Moscow

e in 2022, the Fesco group, in addition to the Far Eastern ports and border crossings, added
an ocean route (deep sea) — through the Black Sea and the Suez Canal

e Now the FESCO Asia Landborder Train service transports goods from the Chinese cities
of Tianjin, Qingdao, Shanghai, Xiamen and Guangzhou to Moscow and St. Petersburg
through the Naushki, Dostyk, Altynkol and Zabaikalsk border crossings. Transit time is
reduced from 15 to 25 days and depends on the direction

e in 2023, Mongolia began construction of a 745 km transit corridor that will connect
Novosibirsk and China, which will connect the Tsagaannuur and Dayan border crossings

e in 2022, traffic was launched on a road bridge across the Amur River between
Blagoveshchensk and Chinese Heihe

e active construction of the Europe-Western China transport corridor with the development
of the M12 highway.

Conclusion

1. We believe that Russia and China have a close historical and geographical proximity, as
well as the similarity of the ideological model of state development (the key role of the
state), which determines the proximity of the positions of basic economic and political
decisions at the international level, as well as mutual understanding in intercountry
relations. In the new conditions of global changes in international relations and the
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shifting of the balance of power to the East, it is necessary and possible for Russia to turn
to the Asia-Pacific region markets.

The historical memory of unified ideological approaches has been preserved both in Russia
and in China, despite many unsuccessful attempts to "rebuild" socialism after the collapse of
the USSR. Russia began to actively change the vector of development and switched to
capitalist modernization, while China began to carry out modernization based on a mixed
socialist and capitalist basis.

Both Russians and Chinese revered Lenin and Marx, believed in a brighter future, in equality
and brotherhood. The modern part of the population, which makes up the working class, as
well as key figures holding the post of state managers in Russia and China, read the same
books and watched the same cartoons and movies. In both countries, during the years of
building socialism, an industrial base was created, which is still used today. Our cultures are
aware of the common slogans about peace, work and brotherhood. Although both countries
are now moving in the direction of the West, this common communist past still makes the
alliance of Russia and China understandable to most of the population.

An important role in Russian-Chinese relations is played by the role of leaders of the
countries of Russian President Vladimir Putin and Chinese President Xi Jinping, as well as
their interaction. The mentality of the Russian and Chinese people is being built, and models
of trust in the course chosen by the leader of the state. The course towards rapprochement
was clearly marked by Mr Xi, who, as part of his first foreign visit after being re-elected,
chose Russia, despite the decision taken the day before by the International Criminal Court
in The Hague to issue a warrant for the arrest of Russian President Vladimir Putin.

It seems to us that the Asia-Pacific region will gradually strengthen economic institutions in
the ideological logic of the main hegemon — China. In the emerging new realities for Russia
of unprecedented sanctions pressure from the US and the EU, integration between Russia and
China can become rapid and effective with a competent digitalization policy, Russia's basic
economic sectors development and cross-border regions based on the experience of the
Chinese model.

Thus, the trend towards strengthening the position of the hegemon in the face of China is no
longer a new one. On the sidelines of the annual ASEAN summit on November 15, 2020, the
signing of the Regional Comprehensive Economic Partnership was a clear signal to lay the
foundation for a new world order in which China will play a key role

2. Improving the transport and logistics efficiency complex of the Russian regions will
contribute to the deepening of integration processes between the border regions of Russia
and China. At the same time, the complex modernization will lead to economic growth
not only in the transport system, but also a multiplier effect for other economic sectors of
the cross-border regions. Our study convincingly shows that in recent years, the rapid
modernization of the transport and logistics complex in China has brought a new impetus
to the development of the border regions and made the regional structure more uniform
for the Chinese economy.

In the statement on economic cooperation and deepening partnership between the Russian
Federation and China dated March 21, 2023, one of the main points was the improvement of
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logistics for the development of bilateral trade, as well as the growth in the scale and
optimization of the structure of trade through electronic and innovative tools. Thus, we
should expect the development of project initiatives in this direction. Thus, it is planned that
by 2025 repair work will be completed at the Naushki, Pogranichny, Makhalino and
Zabaikalsk checkpoints. According to preliminary estimates of the Ministry of Transport of
Russia, by 2026 the capacity of automobile border crossings will increase by 4,400 trucks
per day (or 1.62 million per year), as well as by 44 freight trains per day (or almost 16,000
trains per year).

3. We consider the main directions for the transport and logistics complex development in
Russia: automation of transportation processes, expansion of the transport and
infrastructure network on railway lines in the border regions, auxiliary infrastructure
expansion (warehouses, border crossings, transportation and transhipment points,
terminals); investments growth in digital technologies in the railway complex; containers
modernization; e-commerce system growth, express delivery; Russia's internal transport
infrastructure development due to the growth of domestic consumer demand, and others.
The result in the short term will be an increase in import flows and demand for "made in
China" goods; the transport and logistics complex demand for ecological systems; entire
market modernization of transport and logistics services; implementation of synergistic
initiatives of Russia and China in the long term.

4. We refer to the key problems of real cooperation in the transport and logistics sector:
imbalance in the development of the Russian and Chinese economies; technological left
border Russian regions; lack of a quality infrastructure component; a sharp increase in
the cost of transportation due to unstable market conditions; strengthening the economic
"blockade" through sanctions leverage; rising debt of developing countries; lack of
carrying capacity; growing shortage of skilled labour.

5. In modern conditions, it is necessary to develop multimodal types of freight transport.
Due to the actual blocking of Russian ports in the northwest (St. Petersburg and Ust-
Luga), export and import cargo flows actively moved to the Far East. The relationship
between the Far Eastern regions of Russia and the border regions of China has sharply
deepened. After the departure of international shipping companies, Russian Fesco and
Sinokor became the main carriers of goods in the Far East. In addition, the vacated niche
is being actively filled by Chinese companies, among which there are many "newcomers":
SITC, Zhonggu, Heung-A Line, OVR Shipping, Gang Tong and Huaxin.

From Vladivostok, cargo is sent by rail to Moscow and St. Petersburg. As a result, the load
on the Trans-Siberian Railway has increased, and its infrastructure capabilities are limited,
especially since a lot of cargo from China to the Russian Federation and Europe goes directly,
including as part of accelerated container trains. Trying to redistribute cargo flows, logistics
companies add vehicles to the chain. For example, people are transported to Zabaikalsk by
car, and then by rail. A new delivery route through Blagoveshchensk has appeared: cargo is
delivered to the port of Dalian from China by sea, then transported by road to the border in
Heihe, then by rail to Moscow, or transported through the Blagoveshchensky Bridge by car
from Russia and then by rail to China. The transit time of the route is 30-35 days.

The following logistics problems in Russia slow down the development of transport logistics:

160



— Economic Sudies Journal (Ikonomicheski 1zsledvania), 33(4), pp. 144-163.

e deterioration and obsolescence of vehicles;
e deterioration of transport infrastructure — roads, loading terminals;

e low performance — both due to the qualifications of the workers themselves, and due to
poor management (low wages, lack of control and incentives);

e incorrect construction of delivery routes;
e legal processes of mutual settlement of the rules of trade processes;
e low level of coordination between the links of the transport chain.

In connection with the departure of global lines from the ports of the North-West, the main
routes of transportation from China to Russia now go through land border crossings and ports
of the Far East. The load on the infrastructure on these routes remains extremely high.

The market lacks additional transshipment terminals at the border, since the existing border
crossings Erlian / Zamyn Uud, Manchuria / Zabaikalsk, Khorgos / Altynkol and Alashankou
/ Dostyk during peak periods cannot cope with the flow of goods from China towards Russia,
Europe and Central Asia. Also, the arrival of larger sea lines to the ports of the Far East could
contribute to a change in the market situation for the better.

China remains the main direction of Russian imports, the importance of which in the current
environment is only growing. At present, one of the most promising projects is the
development of the infrastructure of the Northern Sea Route, which allows the PRC to
optimize the supply of goods to other regions of the world. The growth of cargo transportation
will also be facilitated by an increase in the capacity of the Trans-Siberian and Baikal-Amur
railways and the reconstruction of automobile border crossings on the border with China.
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