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1 | Hydrogen Industrial Policies and World Market Patterns Under Great Power Competition

Wang Yuzhu  Xin Yuying

Shanghai Institutes for International Studies

Abstract: In the context of green transition, the rapid development of the global hydrogen industry is poised
to transform the pattern of the world energy markets. Competitive industrial policies in developed econo-
mies, the supply-demand gap in the world hydrogen markets, technical barriers to hydrogen storage and
transport, and geo-economic factors will be important driving forces in shaping the world hydrogen markets.
Factors such as competitive industrial policies and geopolitical rival of major powers will intensify the seg-
mentation of the world hydrogen markets. In the future, a “3+1” hydrogen economy landscape will emerge,
with the Mediterranean Rim, the Asia-Pacific region, North America and China as its main markets. The
trade relations between China and the world hydrogen markets are mainly influenced by structural gaps in
the production and supply of green hydrogen. However, taking into account factors such as China’s domestic
green hydrogen production potential and the growing competitiveness of its hydrogen industry, the impact of
the geopolitical competition in the world hydrogen markets on the Chinese market is relatively manageable,
and China will play an increasingly prominent and constructive role in the markets.

Keywords: hydrogen energy, industrial policy, geopolitical competition, competitiveness, market pattern,
carbon neutrality

JEL classification: K32, Q43

13 | Weaponization and De-weaponization of Resource Interdependence
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Song Yiming Jiang Lihao Wang Wenlong
Beijing Foreign Studies University

Abstract: Over the past half century, complex interdependence has changed from a stabilizer of international
political and economic relations to a powerful weapon of transnational economic coercion. To better under-
stand such a shift toward weaponization, this study attempts to explore the causes of varying weaponization
degrees of different types of resource interdependence based on the review of existing literature on economic
sanction, economic statecraft and economic security. The study finds that oil has shown a de-weaponization
trend due to its highly dispersed production and marketing structure, the maturity of the reserve system, and
the ineffectiveness of the oil cartel. Natural gas has shown a low degree of weaponization because of its high
dependency on pipelines with high asset specificity, its business approach of following a long-term contract,
and its obvious subjection to seasonal factors. Meanwhile, critical minerals represented by gallium and ger-
manium have shown a high degree of weaponization because of the scarcity of reserves, the concentration of
production, and the low fungibility of functions. It is foreseeable that in the future, critical minerals will be-
come the main weapon of strategic competition among major powers and an important source of internation-
al economic disputes.

Keywords: interdependence, economic statecraft, weaponization, resource security, fossil energy, critical
minerals
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trend due to its highly dispersed production and marketing structure, the maturity of the reserve system, and
the ineffectiveness of the oil cartel. Natural gas has shown a low degree of weaponization because of its high
dependency on pipelines with high asset specificity, its business approach of following a long-term contract,
and its obvious subjection to seasonal factors. Meanwhile, critical minerals represented by gallium and ger-
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26 | Risks of US Financial Sanctions and Countermeasures From Perspective of
National Security

Zhang Huawei' Zhang Xiaotong’
1. Fudan University 2. KIMEP University

Abstract: As a specific form of economic sanctions, financial sanctions significantly affect a country’s finan-
cial security and even national security by restricting financial assets and capital flows. This paper constructs
an analytical framework for assessing the impact of financial sanctions on national security, highlighting that
under certain conditions, financial sanctions may escalate into national security events, ultimately affecting a
country’s security status. Using the US financial sanctions against Russia as a case study, the paper compre-
hensively reviews three major financial sanctions that have constituted typical national security events over
the past decade and analyzes the evolving and increasingly sophisticated countermeasures adopted by Rus-
sia. To more effectively address the risks and challenges posed by the US financial sanctions, China should
adopt a holistic approach to national security to coordinate the development of anti-financial sanction mecha-
nisms, establish robust systems for tracking and evaluating national security events, formulate contingency
plans for potential financial sanctions, and actively construct a safety net for de-dollarized financial intercon-
nectivity.

Keywords: national security, financial sanctions, national security events, threat awareness, financial security
JEL classification: F51, F52, G28

38 | Russia’s Digital Economy Development Under Western Sanctions: Predicaments,
Countermeasures and Prospects

Sun Qian  Bi Hongye

Shanghai International Studies University

Abstract: As an increasingly important growth engine in Russia, the digital economy holds huge growth po-
tential and serves as a driving force for economic development. After the outbreak of the Russia-Ukraine con-
flict, the unprecedented escalation of sanctions by the US and European countries has plunged Russia’s digi-
tal economy into a development predicament in the fields of technology, talent, and capital. Although Russia
has hedged the negative impact of sanctions through a series of anti-sanction measures such as import substi-
tution, parallel imports, and policy support, the impact of sanctions on Russia’s digital economy is still un-
clear due to the multiplier effect of sanctions. Through a simplified statistical reconstruction of the main eco-
nomic indicators of the information and communications technology industry (ICT) industry, the core sector
of Russia’s digital economy, this paper forecasts and analyzes the development potential of this industry up
to 2030, estimates the effectiveness of sanctions and their impact on Russia’s digital economy, and assesses
the prospects of Russia’s digital economy.

Keywords: sanction, digital economy, Russia-Ukraine conflict, import substitution, ICT industry, scientific
and technological competition

JEL classification: F10, F51
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49 | Leverage Ratio of Overseas Subsidiaries and OFDI Performance:
Evidence From Chinese Multinational Corporations

Wang Bijun' Yang Zhiyu®  Lin Yan’

1&2. University of Chinese Academy of Social Sciences 3. Renmin University of China

Abstract: In the context of the new pattern of development that features positive interplay between domestic
and international economic flows, exploring the influencing factors of outward foreign direct investment
(OFDI) performance is crucial for the internationalization of Chinese multinational corporations, and it is es-
pecially essential for China to advance a broader agenda of opening-up across more areas and in greater
depth. Based on the manually collected microdata of Chinese multinational corporations’ overseas subsidia-
ries from 2006 and 2017, this paper empirically investigates the impact of the leverage ratio of overseas sub-
sidiaries on multinational corporations’ OFDI performance and its mechanism. The results show that the in-
crease of leverage ratio of overseas subsidiaries has a significant negative effect on multinational corpora-
tions’ OFDI performance, and the results still hold after a series of endogeneity tests and robustness tests.
The mechanism analyses demonstrate that an excessively high leverage ratio significantly inhibits the R&D
and innovation activities of overseas subsidiaries, thus reducing multinational corporations’ OFDI perfor-
mance. Further research shows that the negative impact of overseas subsidiaries’ leverage ratio on their busi-
ness performance is moderated by the development level of the host country (region), the size of overseas
subsidiaries, and the OFDI strategy of the parent company. Among small overseas subsidiaries, located in de-
veloped countries (regions) and established through greenfield investment, the negative impact of an in-
creased leverage ratio on business performance is more pronounced.

Keywords: multinational corporations, leverage ratio, performance, overseas subsidiaries, OFDI, R&D and
innovation

JEL classification: F21, F23

62 | Can Coordinated Development of Two-Way FDI Boost New Quality Productive Forces?
Empirical Test Based on Spatial Measurement and Panel Threshold Models

Sun Li  Zhang Jie

Liaoning University

Abstract: Developing new quality productive forces is crucial for advancing Chinese modernization. Based
on the panel data from 30 provinces (autonomous regions and municipalities) in China from 2011 to 2022,
this paper applies a two-way fixed-effects model, a spatial Durbin model, and a panel threshold model to test
the causality, spatial spillover effects, and threshold characteristics of the coordinated development of two-
way foreign direct investment (FDI) and new quality productive forces. The results are as follows: the coordi-
nated development of two-way FDI significantly promotes the development of new quality productive forces;
there is a spatial correlation between the two; the coordinated development of two-way FDI not only pro-
motes the development of local new quality productive forces but also drives the development of new quality
productive forces in neighboring provinces (autonomous regions and municipalities) through spatial spillover
effects; technological innovation and industrial structure upgrading are important influencing mechanisms;
as the level of the coordinated development of two-way FDI increases, its promotion effect on the develop-
ment of new quality productive forces shows marginal incremental characteristics. These results not only pro-
vide empirical evidence that high-level opening-up promotes the development of new quality productive
forces but also offer insights for promoting such development from the perspective of the coordinated de-
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velopment of two-way FDI.
Keywords: FDI, new quality productive forces, spatial spillover effect, threshold effect, opening-up
JEL classification: F10, F21

76 | Digital Infrastructure Development in RCEP Partner Countries and Location Choice of
China’s OFDI

Jiang Wei  Song Hui
Guangdong University of Foreign Studies

Abstract: Digital infrastructure has gradually become an important factor influencing the location choice of
outward foreign direct investment (OFDI) by multinational enterprises. Based on the unilateral investment
gravity model, the panel data of China and 14 Regional Comprehensive Economic Partnership (RCEP) part-
ner countries from 2010 to 2021 are used to empirically test the impact of digital infrastructure development
in RCEP partner countries on the location choice of China’s OFDI and its mechanisms. The findings are as
follows. In terms of overall effect, the improvements in digital infrastructure in RCEP partner countries sig-
nificantly promote China’s OFDI. In terms of country differences, the improvements in digital infrastructure
in the Association of Southeast Asian Nations countries exert a significant promoting effect on attracting Chi-
na’s OFDI, and the improvements in digital infrastructure in countries with relatively backward digital infra-
structure development have a greater effect on attracting China’s OFDI. In terms of moderating mechanism,
the improvements in digital infrastructure in RCEP partner countries strengthen the positive impact of local
market sizes on China’s OFDI, and thus positively facilitate China’s market-expanding OFDI. However, it is
still not clear whether these improvements in RCEP partner countries weaken the attraction of local labor
cost advantages to China’s OFDI, or strengthen the attraction of local natural and strategic resource endow-
ments to China’s OFDI.

Keywords: RCEP, digital infrastructure, OFDI, unilateral investment gravity model, moderating effect
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