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Russia’s National Security Policy After September 11

Summary

Russian President Putin appears to have made a strategic decision to shift
Russian policy toward cooperation with the United States and the West. Thisisa
major departure from the policy that Putin inherited from his predecessors, which
saw Russiaastheleader of acoalition aimed at opposing U.S. “global domination.”

Putin seized upon the events of September 11 to promote his new policy by:
cooperating with the United States against Al Qaeda and the Taliban regime in
Afghanistan; softening Russian opposition to NATO enlargement, including
admission of former Soviet republics, and establishing anew cooperativerel ationship
with NATO; acquiescing in U.S. decisions regarding withdrawa from the ABM
Treaty, strategic nuclear force reductions, and missile defense; and closing Russia' s
large military intelligence base in Cuba.

The principal reason given by Putin for the new policy is that Russia must
integrate with the West in order to reconstruct its own economy and achieve adecent
living standard for its people. Putin aso acknowledges Russia' s weakness and
inability to act globally in oppositionto the United States. Hemay also haverejected
as unwise, the previous policy of de facto aliance with China against the United
States, instead seeing China as a possible long-term threat to Russia. Putin’s new
policy does not seem to enjoy strong support among Russian political elites, the
military and foreign policy establishment, and the general public. Putin’s overall
political power and prestige, however, may be sufficient to sustain the policy.

The Bush Administration responded positively to the new Russian policy after
September 11. The Administration, however, did not make many concessionson key
issues related to arms control, missile defense, and NATO. It has been more
forthcoming on some economic issues.

The implications of Russia' s pro-western policy are overwhelmingly positive
for the United Statesin thewar on terrorism and in relationswith Russia and China.
Russia' s strategic choice of integration with the West reduces the danger seen by
some of Russo-Chinese cooperation against the United States. By depriving China
of its erstwhile Russian partner, it may encourage Chinato seek improved relations
with the United States — or risk geostrategic isolation.

Some sore points remain between Washington and M oscow inwhich Congress
takes a strong interest, such as Russia’s continued and possibly expanded plans to
construct nuclear reactorsin Iran, its support of Irag, and its heavy-handed policy in
Chechnya. Thereisalso friction on some trade issues.

Critics of Bush Administration policy argue that it has not been sufficiently
responsive to Putin and risks losing the new cooperativeness. Others reply that
Russia has no choice but to continue its pro-western course, in view of Russia’s
weakness and its self-interest in integrating with the West. In this view, the
endurance of Russia s pro-western policy ultimately may depend on Putin’ s success
in reviving the economy and improving Russians’ well-being.
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Russian National Security Policy After
September 11

Introduction

Russian President Vladimir Putin appears to have made a strategic decision to
reorient Russian national security policy from a posture of antagonism, if not
hostility, toward the United Statesand itsallies, to apolicy of more cooperation with
the United States and the West. Indications of thisshift were discernible even before
the terrorist attacks of September 11. But Putin seized upon September 11 as an
opportunity to transform dramatically the bilateral relationship along cooperative
lines, making that date appear to be areal turning point in U.S.-Russian relations.

Among the more notabl e results of thisshiftin Russian national security policy
were: Russia’ s political and military cooperation with the U.S. campaign against the
Taliban regimein Afghanistan, including U.S. military deploymentsinformer Soviet
statesin Central Asia; Moscow’ s decision to closeitselectronic intelligence basein
Cuba; and the softening (nearly to the point of abandonment in some cases) of
Russia spreviously tough positionson NATO enlargement, the ABM Treaty, missile
defense, and strategic nuclear force reductions.

This report will examine the implications of the shift in Russian national
security policy for near-term U.S.-Russian relations and for broader U.S. security
interests. Itwill seek to show themotives behind Putin’ sdecision to reorient Russian
policy and assess the prospectsfor the new policy’ sendurance. Thisreport will also
examine the Bush Administration’s response(s) to the new Russian policy,
congressional interests and congressiona levers to influence U.S. policy toward
Russia, aswell as competing opinionson what U.S. policy toward Russiashould be.

Background: The Primakov Vision

President Putin is the unchallenged — and seemingly unchallengeable— master
of the Russian political scene today. He has no credible political rivals and has
enjoyed consistently high standing in Russian public opinion polls (over 70%
approva rating) for more than two years. Yet few foresaw these developments in
August 1999, when aphysically and politically exhausted President Y eltsin plucked
Putin from political obscurity to become Russia s fifth Premier in two years. Prior
to the premiership, Putin had headed the FSB, Russia sinternal security agency for
ayear (July 1998-August 1999), and before that had been anearly invisible, though
increasingly influential, bureaucrat inthe Presidential Administration (1996-1998).
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Many in Russiaand the West initially viewed Putin asapolitical lap dogfor Yeltsin.!
Within days of becoming premier, Putin confronted acrisisinvolving the breakaway
republic of Chechnya and terrorist bomb attacks in Russia. Putin adopted a very
tough policy toward Chechnya, which he rode to popularity and power. Yeltsin
abruptly resigned as President on December 31, 1999 (six months before the
expiration of histerm), naming Putin Acting President. Three months later (March
26, 2000), Putin was elected President in his own right.

The national security policy that Putin inherited from Yeltsin, and that he
continued to pursue for a year or more after succeeding Yeltsin, was shaped by
Y evgeny Primakov, who served as Foreign Minister and then Premier in the late
1990s.? Primakov was|oath to relinguish Moscow’ sroleand status asagreat power.
He saw the United States as Russia s natural, inevitable foe. In view of Russia's
diminished economic, political, and military means, Primakov sought to build an
undeclared coalition of states, with Russiaat its head, to oppose what he saw asU.S.
global domination. He called this a policy of “multi-polarity.” Primakov viewed
China, India, and Iran as key partners and sought support among other states that
opposed U.S. policy and/or resented U.S. power. In December 1998, as U.S. and
British planesbombed Iraq in adispute over U.N. armsinspections, Primakov called
for aRussia-China-Indiaallianceto oppose U.S. “ global hegemonism.” Thiswasthe
essence of Primakov’ svision of Russian national security policy —a Eurasian-based
strategy of coalition politics, led by Russia, aimed at diminishing U.S. influenceand
thwarting (most) U.S. goals, worldwide.?

Russia’s New Policy

During Putin’ sfirst year in power, while dealing with the initial military phase
of theconflict in Chechnyaand consolidating hisdomestic political position, thenew
Russian leader showed some signs of flexibility on national security policy but
seemed mainly to continue along the path laid out by Primakov.* But after ayear or

YPutin’ sfirst career, for 15 years, was as a KGB foreign intelligence officer. He served in
East Germany for severa years in the 1980s. After the collapse of the U.S.S.R., Putin
returned to his home town, Leningrad (previously, and now again, St. Petersburg), where
he served in the administration of the prominent liberal Mayor Anatoly Sobchak, rising to
the post of Deputy Mayor. When Sobchak lost power in 1996, Putin was invited to take a
mid-level bureaucratic post in the Kremlin Administration of President Y eltsin.

2Primakov, aleading Soviet-era Middle East specialist, befriended and supported Saddam
Hussein, Hafez al-Assad, Muammar Qaddafi, and Y asser Arafat. Primakov was the last
head of the Soviet KGB'’s Foreign Intelligence Division and the first head of its Russian
successor under Y eltsin, who appointed him Foreign Minister (January 1996 to September
1998) and then Premier (September 1998 to May 1999).

Ariel Cohen, The “ Primakov Doctrine:” Russia's Zero-Sum Game with the United States,
Heritage Foundation, FY'| No. 167, December 15, 1997.

“Putin maintained Moscow’ s hard line against missile defense and against Baltic accession
to NATO through the end of the Clinton Administration. In November 2000, Moscow
renounced the 1995 U.S.-Russian agreement limiting Russian conventional arms sales to

(continued...)
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so — by mid-2001 at the latest, i.e., before September 11 — Putin appeared to be
moving away from the Primakov vision. After September 11, it became clear that
Putin was moving Russiain a different direction.

Implementing the New Policy

The first meetings between Presidents Bush and Putin (their brief meeting in
Slovenia in June 2001 and a month later at the G-8 summit in Genoa, Italy) were
notable for the emphasis (in public, at least) on personal rapport over political
substance. Much was made of President Bush’ s assertion that he had “looked into”
Putin’s “soul” and found him “to be very straightforward and trustworthy.” Putin
responded publicly with praise for the new and untested U.S. President. It is not
clear whether, and/or to what extent, the softening of Russian policy toward the
United Statesmay have beeninfluenced by personal rapport between thetwo leaders.
Some believe that Putin, a career KGB foreign intelligence officer, was unlikely to
be swayed by such ephemera as personal chemistry and had made up his mind in
advance to seek afriendly relationship with Bush and improved relations with the
United States.

Even before September 11, there was softening of Russia’'s previously
outspoken oppositionto U.S. missile defense plansand to the U.S.-backed accession
to NATO of the former Soviet Baltic republics of Estonia, Latvia, and Lithuania.
Putin may have concluded there was an inevitability related to U.S. missile defense
and NATO enlargement and sought to moderate the outcomes as much as possible,
if only marginaly, rather than continuing to fight and gain nothing in the process.
This could be seen in Moscow’ s abandonment of its “red line” rhetoric regarding
Baltic accession to NATO?® and its movement toward modifying the ABM Treaty.
September 11, however, seemed to provide aturning point or breakthroughin U.S.-
Russian relations.

Immediately after the September 11 attacks, it was obvious that if the United
States was going to take action against Al Qaeda and its host, the Taliban regimein
Afghanistan, Russian cooperation would be very valuable, perhaps indispensable.
Many observersinitialy assumed that M oscow would adopt atough position along
thefollowing lines: Now the Americans need us. Very well, what isthe most that we
can extract from them and the minimum cooperation that we must offer in return?
This assumption was based on the belief that Putin, the ex-KGB agent, viewed the
United States negatively, only grudgingly had begun to soften Russian policies, and

#(...continued)
Iran. In 2000, Russia staged — and publicized — several military exercises with a pointedly
anti-NATO character.

°For several years, the Russian Government had warned that if NATO expanded into the
territory of the former Soviet Union, it would crossa“red ling” that would wreck NATO-
Russia relations and trigger “dangerous’ Russian political and military countermeasures.
Putin signaled a major policy shift during atrip to Finland on September 2-3, 2001, when
hedeclared that Russiadoesnot plan any " campaign of hysteria' over Estonid's, Latvia'sand
Lithuania's determination to become NATO members. "It is their choice,” he said.
Jamestown Monitor, September 6, 2001, May 30, 2002.
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would gladly revert to aharder line once the September 11 attacks had strengthened
his hand.® Events showed that Putin took a different view. He appears to have
decided immediately after theterror attacksto seize upon those epochal eventsasan
opportunity to transform U.S.-Russian relations.

Although Putin may have decided to move Russia closer to the United States
before September 11, the Bush Administration did not appear eager to reciprocate at
that time. To the contrary, most of the Administration’ stop agendaitems regarding
Russiawere negative issues for Moscow: missile defense; the ABM Treaty; NATO
enlargement; Russian transfers to Iran of nuclear reactors, missile technology, and
conventional arms; Russian support of Iraq; Russian abuses in Chechnya; and
suppression of pressfreedomin Russia. September 11 gave Putin the opportunity to
change the subject. The new dominant issue would be cooperation against
international terrorism. Sincelate 1999, Putin had beentryingtointerest Washington
in the idea of joint action against terrorism as the new core issue for bilateral
cooperation. Neither the Clinton nor the Bush Administration was receptiveto this,
inview of Putin’ sclaim that hismilitary campaignin Chechnyawasaprimeexample
of anti-terrorism in action.

On September 11, only hours after the attacks, Putin, using the hot line, wasthe
first world leader to speak to Bush, in Air Force One, about the tragedy. Putin
reminded Bush that Russiahad suffered aseriesof dreadful terrorist bombing attacks
against apartment buildings in Moscow and other cities two years earlier that had
killed hundreds of Russians. Putin attributed those attacks to radical Islamic
Chechen terrorists.” Beyond personal and official condolences, Putin informed his
American counterpart that he was ordering the immediate cancellation of military
exercises schedul ed to begin the next day that included long-range bomber flightsin
the direction of the United States, Canada, Great Britain, Norway, and Iceland.
Sailing orders for Russian submarine and surface naval units were also cancelled.®
He may have wished to avoid false alarms. In a somber speech to the Russian
people, Putin compared the September 11 attacks to Nazi atrocities, which some
observerstook asasign of Putin preparing the public for apossibly dramatic shift in
Russian policy, i.e., strategic cooperation with the United States.

Within days, theBush Administration beganto focuson action against Al Qaeda
andtheTalibanregime. Thepossibility of U.S. military deploymentsin Central Asia
was prominently mentioned by U.S. officials and in the press. The immediate
responsefrom Russian officialswasstrongly negative. Even Defense Minister Sergel
Ivanov, perhaps Putin’s closest political associate, said on September 16 that there
were “no prospects’ for U.S. military forces to operate in any of the C.I.S. states.
Putin personally intervened to change that policy. He publicly contradicted his
defense minister and declared that U.S. military deploymentsin Central Asia could

®A typical example was an AP story that ran on September 12, “Russia V oices Solidarity
with US but Looks to Exploit Terrorist Attacks.”

"Not all observers are fully satisfied with Moscow’s account. Some claim that Russian
security forces may have been involved, using the bombings as a pretext to re-invade
Chechnyaand give Putin anational security emergency to bolster hisauthority and prestige.

8 Nuclear Conflict Scenario Set Aside,” Vremya Novostei [Moscow], September 12, 2001.
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beviewed positively under certain circumstances. U.S. Air Force and Special Forces
units reportedly began flying to Uzbekistan and Tajikistan on September 19.°

There are divergent accounts of Moscow’ sinitial rolein the U.S. deployments
to Central Asia. Somesay that at first Russian officialstried to prevent Central Asian
leaders from offering Washington military bases on their territory. Others say that
Moscow facilitated, or at least did not stand in the way of, the U.S. deployments.*®
Perhapsthereissometruthin both accounts, reflecting early divisionsin Moscow on
thisissue. Ultimately, Russiacould not prevent sovereign statesin Central Asiafrom
hosting U.S. military forces if they saw it asin their interest to do so, which was
clearly the case in Uzbekistan. But Russian influence in Tagjikistan is very strong,
and some say that U.S. deployments there would not have been possible if Moscow
had objected strongly.”* The fact that U.S. combat forces were deployed in large
numbersto military basesin Central Asian Soviet successor states would have been
unimaginable a few months earlier. Regardless of his own initial reaction to this
devel opment, Putin put the best face on it, offering political and | ogistical assistance.

Russian cooperation in the campaign against the Taliban was not based solely
onadesiretodraw closer to the United States. Moscow had long viewed the Taliban
asaseriousthreat to Russian security because of that regime’ srolein promoting the
spread of radical 1slam in Central Asia. Thiswas an immediate threst to the secular
Central Asian regimes along Russia's southern frontier, which might ultimately
destabilize Russia’ s own large Muslim population.*? To counter Taliban-supported
insurgency, Russia provided covert and open support to the anti-Taliban Northern
Alliance. Despite afive-year Russian effort, however, the Taliban had expanded its
control to over 90% of Afghan territory by September 2001 and sgqueezed the
Northern Alliance into a small pocket near the Afghan-Uzbek border. Thus, U.S.
operations in Afghanistan after September 11 served a double interest for M oscow:
the opportunity to demonstrate concrete strategi c cooperation with Washington, and
the elimination of a serious security threat on its vulnerable southern flank.

Russian support for theU.S.-led campaign in Afghanistan wasnot limited tothe
deployment of coalition forces in Central Asia. Russia greatly increased its arms
suppliesto the Northern Alliance, including heavy weapons such as tanks, artillery
and helicopters. In addition, Russian military specialists such astank commanders,
artillery officers, pilots, and other skilled personnel were attached to Northern

° “Warplanes Begin Deploying to Gulf, Central Asia,” Washington Post, September 20,
2001, p. Al.

10 Discussions with U.S. officials. See also, Jamestown Monitor, May 30, 2002; and
Vladimir Votapek, “ Russiaand the United States,” in Toward an Under standing of Russia,
New European Perspectives, Council on Foreign Relations, New Y ork, 2002, p.193-4.

1 Russia’'s 201st Motorized Infantry Division has been stationed in Tgjikistan since acivil
war therein the early 1990s, making that country dependent on Russiafor internal security.

2Thisis explicit in Russia's official Military Doctrine, approved by Putin in April 2000.
Thetext of the Military Doctrine can befoundin Nezavisimaya Gazeta[Moscow], April 22,
2000, p. 5-6. English trandation by Foreign Broadcast Information Service, Document ID:
CEP20000424000171.
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Alliance forces during the decisive operations in October-November 2001. U.S.
Defense Department officials credit these Russian efforts with having contributed
substantially to the rapid defeat of the Taliban in the North.*®

At the same time that Moscow was giving Washington unprecedented
cooperation in Afghanistan, it was showing awillingness to compromise on missile
defense, the ABM Treaty, and strategic force reductions. In mid-November, in the
run-up to the Bush-Putin summit in Washington and Crawford, Texas, U.S. and
Russian mediacarried reportsof apossible negotiating breakthrough that might result
inabig“package deal” ontheseissues.** Thesereports proved premature, however,
because the United States did not back off many of its demands and positions. The
November summit yielded few major substantive results and three weeks later Bush
announced that the United Stateswould unilaterally withdraw fromthe ABM Treaty.
Putin, while “regretting” the U.S. decision, insisted that it was “not atragedy,” and
that it would not destabilize otherwise excellent bilateral relations. Aswith NATO
enlargement, Putin appears to have decided that it was futile to continue trying to
resist the inevitable, and that Russian interests were best served by minimizing the
damage on missile defense and the ABM Treaty and by getting the best deal he could
on strategic nuclear force reductions. On this, too, Putin eventually yielded on
virtually al substantive points in the Treaty on Strategic Offensive Reductions
(Treaty of Moscow) signed on May 24, 2002.

During thisevolution on strategic nuclear issues, another significant indication
of Putin’sshiftin national security strategy received relatively little public attention.
On October 17, 2001, Putin announced that Russia would close its electronic
intelligence base at Lourdes, Cuba. This listening post, established in 1964, was
Moscow’ slargest and most important intelligencefacility outsideitsbordersand was
considered a thorn in the side by the United States.’® To the extent that Russia
viewed the United States as an adversary, the base at Lourdes, which was manned
by 1,500 Russiansand provided 60%-70% of Russia selectronicintelligencedataon
the United States, wasasignificant strategic asset. Thedecisionto closeit wasmore
than a symbolic move; it was a strategic decision.*’

13 Despite Pentagon expressions of appreciation for Russian assistance, the U.S. role was
decisive. Moscow undoubtedly noted that the United States accomplished in 5-6 weeks
what Russiahad been unableto accomplishin 5-6 years, in atheater remote from the United
Statesand in Russia’ sbackyard. Moscow’ s sense of satisfaction initsnew partnership may
have been overshadowed by its awareness of the widening gap between U.S. and Russian
military capabilities.

14 See, for example, Walter Pincus, “U.S., Russia Likely to Agree on Arms; Summit Could
Lead to Historic Cuts,” Washington Post, November 11, 2001, p. A-43.

> CRSReport RL 31448, Nuclear ArmsControl: The Strategic Offensive Reductions Treaty.
June 10, 2002.

¥In 2000, the House adopted a measure (H.R. 4118) to prohibit the rescheduling or
forgiveness of Russian debtsto the United States unless Russia closed the base at Lourdes.

¥ Jamestown Monitor, December 4, 2001. Somearguethat Putin’ sdecisionto closethebase
was driven more by the cost of maintaining it than by adesire to accommodate Washington.
(continued...)
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Other aspects of Russian defense policy under Putin support the idea of a shift
away from confrontation toward cooperation with the United States and the West.
One of the most significant moveswas Putin’s decision (August 2000) that Russia' s
strategic nuclear forces would be unilaterally reduced from nearly 6,000 deployed
warheads to 1,500 in this decade.”® This acknowledgment of Russia’s inability or
unwillingness to maintain quantitative parity with the United States in strategic
nuclear forces was a significant step. 1n 2001, the Ministry of Defense announced
plans to further reduce Russian military manpower from 1.2 million to 850,000. In
2002, the government announced plans to accelerate the transition from a mainly
conscript toamainly professional army. Inthelong-run, asmaller professional force
may be more capable in many respects than a mass conscript army. But mass was
traditionally the Russian Army’ s strong suit and the basis of its presumed offensive
capability vis-avisNATO.

In the early 1990s, Russian defense spending was cut drastically and
procurement of major new weapons systems virtually came to a halt.® The
government’ sfiscal situationimproved substantially after 1999 and defense spending
has increased somewhat, but the increment has gone mostly to pay military salaries.
Large-scale serial production of major weapon systems has not yet resumed.?

In the late 1990s, into the early stage of Putin’s presidency, Russian military
exercisesweregiven an almost ostentatiously anti-NATO, anti-American edge. This
tendency has been reduced since September 11. Also, inthe past two years, Putin has
ingtituted major personnel changes in the military high command, removing a
number of outspoken advocates of anti-western, anti-U.S. military policies.”

The case of the Russian nuclear submarine Kursk, which sank on August 12,
2000, sheds light on the shift in Russian defense policy in several respects. The
military exercise in which the Kursk sank was the prelude to sending a powerful

(...continued)

Russia paid Cuba $200 million annually for use of the base. Others find this argument
unconvincing, noting that: a) the Russian economy was stronger in 2001 than at any time
sincethe collapse of the Soviet Union, that there was actually abudget surplusin 2001, and
that if Moscow could afford the payment in earlier years, it could better afford it in 2001;
b) Russia’ s payment to Cubawas mainly not in hard currency but in more affordabl e bel ow-
market-priceoil deliveriesand other commoditiessuch asmilitary spare parts, and; c) Putin,
as aformer career intelligence officer, would be expected to value the Lourdes base.

181.S. analysts had been predicting such acut for several years, based on theinability of the
Russian economy to sustain the 6,000 warhead force level permitted under START |. CRS
Report RL30660, Arms Control After START II: Next Steps on the U.S-Russian Agenda.
Updated June 22, 2001.

®CRS Report 97-820, Russian Conventional Armed Forces, On the Verge of Collapse?
September 4, 1997, p. 7-10.

“The Military Balance, 2000-2001, International Institute for Strategic Studies, London,
2001; and discussion with I1SS analysts.

ZThe most significant such move was the dismissal of notoriously anti-American Colonel-
Genera Leonid lvashov as head of the Treaties and International Cooperation Department
of the Ministry of Defense.
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Russianflotillainto the M editerranean, reportedly meant “to send NATO asignal of
Russids intention to maintain a ‘blue-water’ offensive naval strategy.”? The
Mediterranean deployment was cancelled. Most of the Russian military
establishment claimed that the Kursk sank after colliding with a U.S. or British
submarine and stuck to that story for more than ayear. In July 2002, the Russian
government released an official report that afaulty torpedo had exploded inside the
Kursk. Inthe meantime, Putin replaced the Commander and Deputy Commander of
the Northern Fleet, the Navy Chief of Staff, and the Minister of Defense, among
others. In atelevised interview soon after the Kursk sank, Putin said that, "[O]ur
armed forces should match our needs on one hand and the possibilities of the state
on the other,” adding that the military must be "compact, modern and well paid....
We have been talking about military reform for how long? At least eight years and
perhaps awhole ten years, but there has been little changein thisarea.”* After the
Kursk, Putin began to make changes. That wasthirteen monthsbefore September 11,
2001.

Soon after September 11, a somewhat skeptical Polish analyst wrote that there
were two key questions in judging Putin’s policy. The first was whether Russia
really sought full-fledged cooperation with the West; the second was the price of
such cooperation. “Russian participationinan anti-terrorist offensive,” he continued,
“together with only moderate demandsin return, might be asubstantial indication of
Russian preparedness to become areliable partner of the West. It is exam time and
we can only hope that Russiawill not fail.”?* Putin appears to have passed this test.

Reasons for the New Policy

If Putin really hasfundamentally reoriented Russian policy toward cooperation
and integration with the West, one may well ask why. Does the former KGB agent
have a cultural or ideological affinity for the United States and the West? |.e.,, does
he like us? Does he like western democracy? Most observers would say, “no.”
Instead, Putin’s change of course seems to be based on a sober assessment of
Russia svita interests and its current limitations.

First and foremost, from the day Putin became Acting President to the present
time, he has insisted that Russia's most urgent need and his top priority is the
reconstruction and vitalization of the economy. In aspeech on December 13, 1999,
he warned that, “Russia is in the midst of one of the most difficult periods in its
history. For the first timein 200 or 300 years, it isfacing areal threat of sliding to
the second, possibly the third, echelon of world states.” The catastrophic economic
collapse of the 1990s had to be reversed in order to ensure the strength of the state,
the dignity and well-being of the Russian people... and Putin’ spolitical future. Putin
established as a primary goal for Russia the transition to a functioning market
economy whose gross domestic product (GDP) wasgrowing at ahealthy, sustainable

ZRobyn Dixon, “Russian Navy Is Adrift in an Ocean of Problems,” Los Angeles Times,
August 27, 2000.

Bl bid.
2 \/ otapek, “Russia and the United States,” p. 193.
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rate. Thiswould assurerising living standards for Russian citizens and provide the
basis for a strong central state.

Putin sees Russia s economic reconstruction and vitalization proceeding from
itsintegration in the global economic system dominated by the advanced industrial
democracies, i.e., economic integration with the West. He said this clearly in his
April 2002 State of the Nation address. “1 must once again make a firm statement
today on our priorities as far as Europe is concerned.... [W]hat is clear are our...
numerous and concrete steps towards integration with Europe. We will continue to
work actively with the European Union, designed to create a single economic
space”® It is axiomatic that this requires a relatively benign international
environment for Russia. Russia’s economic integration with the West cannot be
accomplishedinan atmosphereof political/military confrontation or antagonismwith
the West and/or with the United States.

It follows from thisthat Russian national security policy must support Russia’' s
preeminent economic objectives. Putin underlined this point in a conference of
Foreign Ministry officials, including virtually all ambassadors, who were ordered to
Moscow for the purpose (July 12, 2002). Thiswasthe second such conferenceinthe
202-year history of the Foreign Ministry. The first was convened by Mikhail
Gorbachevin 1986 tolay down hisprinciplesof “ new thinking” inforeign policy and
of “glasnost” and “ perestroika.” Putin also intended to lay down new principles. He
lectured the assembled foreign policy bureaucracy, criticizing them on various
shortcomings, and noted that under his leadership, “ Russia has managed to get out
of the long period of confrontation” and now sought “truly reliable, businesslike”
relations. He went on to say that the new basis of Russian-U.S. relations “liesin a
new reading of the national interests of the two countries....” Lest they miss the
point, hedeclared, “ | will reemphasi ze: the confident partnership between Russiaand
the U.S.A. isnot only in theinterests of our people. It exertsapositiveinfluence on
theentire system of international rel ationsand ther eforeremains one of our absolute
priorities.”? (Emphasis added.) General Vasily Lata, former Deputy Commander
of Russian Strategic Rocket Forces, put it more bluntly. "Economic policy is
dictating all the other aspects of international relations.... Putin sees that without
positive economic development, Russia has no future."?’

Putin’s drive for economic integration with the West alone may be sufficient
explanation for his abandonment of the Primakov line and his reorientation of
Russian national security policy toward cooperation with the West. But there are
probably other factorsaswell. Putinisknown asarealist. Heisintelligent and well
informed. He has first-hand understanding of the West, having served for years as
an intelligence officer in Germany. Many observers believe that underlying Putin’s

BBC trandation of live, televised speech, April 18, 2002.

%3peech by President of the Russian Federation Vladimir Putin at Enlarged Conference
with Participation of Russian Federation Ambassadors at MFA [Ministry of Foreign
Affairs] July 12, 2002. On the web site of the Russian Foreign Ministry
[http://www.mid.ru/]

Z'Citedin Peter Baker, “ Putin’ s Concessionsto the United States Are Limited by the Bottom
Line,” Washington Post, August 16, 2002, p. A15.
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frequent assertion that Russia must adjust its foreign and defense policies to its
(limited) capabilities is his conclusion that Primakov’s concept — of maintaining
Russia's status as a great power and the leader in the struggle against American
“hegemonism.” — was a losing strategy in view of the preponderance of U.S.
economic, political, and military power compared to Russia.®

Putin may al so have had doubts about the wisdom of Primakov’ sreliance upon
China as a key partner and preferably an ally, vis-a-vis the United States. Russian-
Chinese relations are friendly and the two states share a number of important
interests, including: opposition to U.S. or international interference in a country’s
internal affairs on the basis of human rights violations; opposition to the spread of
radical Islamin Central Asia; mutual support in suppressing separatist tendenciesin
Chechnya and Tibet; and resentment of the economic dominance of the advanced
industrial democracies. Both statesfelt threatened by proposed U.S. missile defense
plans and by the principle of U.S.-led military intervention in Y ugoslavia s Kosovo
conflict without U.N. or OSCE approval.” As both China’'s and Russia’ srelations
with the United States soured in the late 1990s and into the first year of the Bush
Administration over these and other issues,* Russo-Chinese condemnations of
“global hegemonism,” athinly veiled referenceto U.S. dominanceand unilateralism,
seemed to some to be moving in the direction of alliance against the United States,
as envisioned by Primakov.*

Thereisamplereason, however, for Moscow to bewary of such apolicy. While
Primakov and like-minded Russian nationalists saw China as an opportunity to be
exploitedintheshort-term to counterbalance U.S. predominance, other Russians saw
—and see— Chinaas along-term threat. The basic reasonsfor this are the apparent
trajectories of Russian decline and Chinese ascendance and Russian concerns about
apossibly dangerous China as a neighbor in the future. Russiais by far the largest
nation in the world in terms of territory, but whereas the Soviet population in 1991

#The director of a Russian think tank said to be close to Putin put it thisway: “[S]ince the
United States is the center of world power and strength, the closer Russia is to it, the
stronger Russiais.... We are present at the formation of a new world order shaped by the
United States, and for Russia to resist this and to look for an adequate reaction to every
move Washington makes is counterproductive.... [N]Jow we are a matador and the United
Statesisabull with whichwe should not clash." Komsomol skaya pravda[Moscow], March
21, 2002.

#Russian nationaistswarned, “today K osovo, tomorrow Chechnya.” Beijingworried about
possible U.S. military intervention in support of Taiwan. The accidental U.S. bombing of
the Chinese Embassy in Belgrade (1999) further inflamed anti-A merican sentiment in China.
Russiaand Chinawerein amost continuous consultation during NATO’ sair assault — until
Moscow unilaterally decided to join the West in pressing Milosevicto accept NATO terms.

00ther issues with China included the Taiwan Straits confrontation of 1996, President
Bush'’s statement that the United States would “do whatever it takes” to protect Taiwan's
independence, and the mini-crisis over the collision of a U.S. EP-3 reconnaissance plane
and a Chinese jet fighter near Hainan Island (April 1, 2001).

*IFor arecent summary of the development of Russian-Chinese strategic cooperation, see
Jeanne L. Wilson, “Strategic Partners, Russian-Chinese Relations and the July 2001
Friendship Treaty,” Problems of Post-Communism, May-June 2002, p. 3-13.
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was 286 million, Russia s population then was only 149 million. Today it stands at
144 million — despite substantial net in-migration of ethnic Russians from other
Soviet successor states — and it is falling rapidly. Russia is experiencing an
extraordinary demographiccrisis. Putinfrankly acknowledgesthisasoneof Russia' s
most urgent problems. In April 2002, the Russian State Committee on Statistics
(Goskomstat) published its official projections for the population of the Russian
Federation in the year 2050. There were three variants. optimistic - 126 million;
pessimistic- 77 million; and median (presumably the most realistic official estimate)
- 100 million.*®* Furthermore, the Russian Far East and Eastern Siberia, that huge
expanse east of Lake Baikal, aterritory larger than the contiguous 48 United States,
has a population of barely 6 million, which is contracting more rapidly than the
general popul ation asRussiansmigrate back toward the European heartland to escape
harsh climatic and economic conditions.

In contrast, China’s population today is about 1.3 billion, and growing. China
faces a perceived scarcity of land and resources. Much of resource-rich Eastern
Siberia and the Russian Far East was seized from China by Tsarist Russia in the
second half of the 19" century, in what the Chinese call “unequal treaties.” Nearly
all theterritory yielded by Chinato other imperialist states (notably: Britain, France,
Germany, and Japan) in 19" and 20" century “unequal treaties’ has been recovered
by China. Russiais the outstanding exception. The giant Asian neighbors have
officially resolved virtually all territorial issues aong their 3,000 mile border and
they have concluded numerous other agreements, including a 25-year Friendship
Treaty signedin July 2001. They haveimportant, mutually beneficial traderelations.
Both parties want and need continued friendly relations in the near- and medium-
term future asthey focus on domestic development. Many Russiansworry, however,
that eventually China could become a threat.

Russian concerns about China tend to focus on the possibility of China
becoming a superpower with sustained economic growth that eventually generates
great political and military power, vis-a-visarelatively weak Russia. Chinaexperts
are by no means agreed that Chinawill continueto enjoy rapid economic growth and
become a superpower. Another school of thought foresees stagnation, economic
decline, and instability for China® Curiously, this scenario too is a source of
concern for Russia. In atroubled and unstable China, there could be uncontrolled
population movement toward Russia's sparsely populated eastern regions. More
worrisome for Moscow is the prospect that the Chinese Communist Party — or its
successor — having already virtually abandoned Marxist-Leninist ideology as a
legitimizing principle, might turn to patriotic nationalism as a means of maintaining
political legitimacy and national cohesion. Increased Chinese nationalism could
reviveterritorial claims against Russia—asMao did in the 1960s-1970s. Thus, itis
arguable that whether Chinaevolvesinto a superpower, or faillsin itstransition and
becomes atroubled, unstable state, the prospects for Russiain either case could be

¥Alexei Chernyak, “Anaysis of Demographic Situation in Russia” Vremya
Novostei, No. 54, April 2002.

*For these opposing views of China's future, see Edward Timperlake and William C.
Triplett 11, Red Dragon Rising, Regnery, Washington, D.C., 1999; and Gordon G. Chang,
The Coming Collapse of China, Random House, New Y ork, 2001.
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disturbing.®* This may be another reason why Putin turned away from Primakov’s
policy of reliance on China against the United States. Some analysts suggest that
eventually, Moscow may have to turn to the United States and NATO for security
against China.

Domestic Political Context of New National Security Policy

In the first two years after the collapse of the Soviet Union, Russian national
security policy seemed remarkably (critics would say, naively) pro-American.
Y eltsin and his Foreign Minister Andrei Kozyrev seemed to say to the United States,
“Just tell us what you want....” By late 1993, this began to change. The continued
sharp contraction of the economy and commensurate impoverishment of much of the
population eroded Yeltsin's popularity. His erratic, undisciplined, hands-off
leadership style made things worse. Communists and ultra nationalists dominated
the Duma through the mid- to late 1990s. This political opposition and a rising
Russian disillusionment with perceived U.S. unresponsivenessto Russian needsand
interestsgaverisetoincreasing assertivenessand nationalismin Russian foreignand
defense policy. In January 1996, Y eltsin appointed Primakov to replace the pro-
western Kozyrev, and U.S.-Russian relations became more strained.

Many observers in Russia, Europe, and the United States caution that Putin’s
new national security policy, like Yeltsin's a decade earlier, lacks solid domestic
political support. Indeed, the dominant view among Russian specialists is that the
new policy is so much Putin’s policy that it is virtually a one-man show. Some say
that DefenseMinister Sergel Ivanov, aPutinloyalist, isperhapstheonly senior leader
who truly embraces the policy.® Senior military leaders, the Foreign Ministry
bureaucracy, the majority of political elites — and indeed much of the general
population — is said to be opposed to, or not very supportive of, the policy of
cooperation with the United States.®*® Some specialists dispute this view, claiming
that even “most conservative political elites, in privatediscussions, admit that Putin’s
course of integration with America and the West is the only way to modernize the
economy.” (Emphasis added.) According to the same source, “athough Putin
personally makes key decisions, there is an impressive brain trust behind the

*The view that either China’s successful transition to superpower status, or its failure to
make that transition, could pose dangers to Russian security is succinctly argued by Y uri
Federov, “ Sub-Strategic Nuclear Weapons: Russia's Security Interests and Prospects of
Control,” Digest of the Russian Journal, Yaderny Control, Vol. VII, No. 4, 2002, p. 21-22.

*lvanov and Putin served in the same KGB unit in 1976. When Putin became head of
Federal Security Service, he named Ivanov his Deputy Director. When Putin became
Premier, he brought Ivanov into head the Security Council. In March 2001, President Putin
made Ivanov Minister of Defense. He is unrelated to Foreign Minister Igor Ivanov.

%Thisis based on extensive discussions with Russian, European, and U.S. experts, as well
as many published accounts. See, for example, Daniel Williams, “ Putin’s Tilt to the West
RilesThreeKey Groups,” Washington Post, November 25, 2001, p. A24; “WhoArePutin's
Naysayers?’ RFE/RL Political Weekly, May 22, 2002.
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president... atalented and deep cadre in the Russian bureaucracy that supports the
president’s policy toward the United States.”*’

While there may be uncertainty about the level of political support for Putin’s
policy of integration with the West, there is little doubt about his overall political
strength and popul arity. Asnoted above, Putinisthe unrivaled master of the Russian
political stage and continuesto enjoy public approval ratings over 70%.%® Putin was
fortunate to come to power near the beginning of an economic upturn. The Yeltsin
regime’ sattempt to implement arapid transition from the most militarized command
economy in history to arudimentary market system|ed to arecession in which output
fell by 40%-50%, followed by afinancial crisisin 1998. After the financial crisis,
the sharply devalued ruble and major increases in the world price of oil spurred a
mini economic boom in Russia (1999 to 2001). Domestically, Putin got political
credit for the improving economy. He then seized this opportunity to adopt an
ambitious—and potentially risky —reform strategy. Thefirst element of that strategy
is domestic economic reform. The second element is integration into the global
economy. Thethird element is strategic partnership with the United States and the
West.* If it is true that the public is not generally supportive of his pro-western
policy, thisisnot reflected in any decreasein hispopularity or political effectiveness.

Putin successfully hasextended government control over the principal broadcast
media. He has curbed the power of the previously independent business* oligarchs”
as a class, driving some of them into exile and neutralizing or winning the support
of others. Putin has enjoyed strong support in the Duma since the beginning of his
presidency. The Communist Party of the Russian Federation (CPRF) is the only
major party that opposes hisshift toward cooperation with the United States. In April
2002, the dominant pro-Putin bloc in the Dumastaged apolitical coup, stripping the
CPRF of most of its committee chairmanships and other leadership posts.*> Now
there appears to be no effective parliamentary opposition to Putin’s domestic or
foreign policies. Furthermore, the Russian Constitution (tailored to Yeltsin's

3Clifford Kupchan, "The Russian-American Agenda: Today and Tomorrow, " in A New
Agenda in U.S-Russian Relations, Moscow, Ingtitute for Applied International Research,
2002, (forthcoming). Kupchan, former professional staff member of theHouse International
Relations Committee, is vice president of the Eurasia Foundation.

%A public opinion poll conducted in late May 2002 found that Putin's popul arity rating had
reached 75%, up 4% from April. The same polling organization found that nearly half of
those polled disapproved of Russid's recent foreign policy of cooperation with the United
States. Only 25% supported the Kremlin's pro-American policy. Reported in FRE/RL,
Newsline, June 3, 2002.

¥See JohnHardt, “Overview,” Ben Slay, “ The Russian Economy, How Far from Sustainable
Growth?’ and James Millar, “Long-Run Prospects for the Russian Economy,” in Russia’s
Uncertain Economic Future, A Compendium of Papers submitted to the Joint Economic
Committee of the Congress of the United States [by CRS], December 2001, p. xi-xxii, 25-
46, 329-346.

“OAfter the December 1999 Dumael ection, the pro-Putin forces entered into an alliancewith
the CPRF. As Putin’s policies became more market-oriented and pro-western, the CPRF
became less cooperative. The “coup” of April 2002 was seen by many as removing a
political obstacle to Putin’s economic reforms and his shift toward the West.



CRS-14

specifications in late 1993, after he forcibly disbanded the previous parliament),
concentrates political power inthe President’ s handsto such an extraordinary degree
that Russia is a “super-presidential” republic. The ingtitutional power of the
presidency, combined with Putin’s personal prestige and popularity, are such that
there is no significant political opposition in Russiatoday. At present, thereis no
effective means of translating unhappiness with Putin’s pro-western course into
political pressurethat could force himto changethat policy —aslong ashepersonally
believesinit.

Those who are concerned about the lack of support for Putin’s pro-western
policy caution, however, that Russia s large and unwieldy government bureaucracy
could find many ways to delay, obstruct, undermine, and sabotage that policy.

Putin’s Policy: Tactical Shift or Strategic Decision?

Asthe shift in Russian national security policy became evident in 2001, some
in the United States saw it as a short-term tactical response to the September 11
attacks and their aftermath. Inthisview, aprincipal goal of Putin wasto assure that
Russia was on the right side of — and not targeted or jeopardized by — any U.S.-led
anti-terrorist operations and also to channel the upsurge of U.S. anti-terrorism
sentiment into support for Russia' s campaign in Chechnya. As Putin’s policy has
evolved, however, most analysts have come to see it as a fundamental strategic
reorientation of Russian policy, based on Putin’s assessment of Russian national
interests — domestic economic as well as geostrategic.

Those who see the new Russian policy as a strategic decision argue that the
numerous changes of position that Putin has made on major issuesin relations with
the United States are cumulatively so substantial that they seem too high apriceto
pay in exchange for some short-term tactical objective(s). Putin has declared
repeatedly that Russia seconomic futureistied to itsintegration with the West. The
bulk of his domestic economic and national security policies point in that direction.
Many of the above concessions that Moscow made to Washington in the past year
could be difficult or impossible to reverse.

The changein Russia' s strategic relationship with Chinamay aso fall into this
category. Although the Chinese and Russian governments do not say so officialy,
there can be little doubt that Beijing was and is displeased with Putin’s turn away
from the Primakov policy of strategic cooperation with China, toward integration
withthe West (seep. 29-30, below). From the Chinese perspective, thiswasthethird
timeinfiveyearsthat Moscow had “ surrendered” to the West after initially declaring
strong opposition to western policy. The first case was the accession to NATO of
Poland, Hungary, and the Czech Republic. From 1995t0 1997, M oscow insisted that
taking the former Warsaw Pact statesinto NATO would poison East-West relations,
with dire political and military consequences. Inthe end, Y eltsin acquiesced, flew
to Paris, and signed the NATO-Russia Founding Act (May 27, 1997).*

“1See CRS Report 97-666, NATO Enlargement: The Processand Allied Views, updated July
1, 1998.
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The second perceived “surrender” was over the U.S.-led NATO military
intervention in Y ugoslavia during the Kosovo conflict. Moscow consistently took
the Serbian side, to the point that the NATO air war precipitated acrisiswith Russia
in the spring of 1999. Russia enlisted Chinese support in this clash with the West.
After U.S. planes accidentally bombed the Chinese Embassy in Belgrade, China
became even more strongly committed to this cause. In the end, however, Moscow
decided tojoininthe NATO pressure on Y ugoslav President Slobodan Milosevicto
accept NATO’ s terms on K osovo.*

In the Chinese opinion, the third “surrender,” Putin’s post-September 11
concessions to the United States, is more sweeping and strategic in scope. Again,
M oscow had made apoint of soliciting Chinese support for resistanceto U.S. missile
defense plans and in support of the ABM Treaty, and then abandoned that policy —
and China. Moscow and Beijing also had emphasized their strategic cooperationin
co-sponsoring the Shanghai Cooperation Organization (SCO, July 2001), an
underlying, though undeclared, principle of which was Sino-Russian cooperation to
thwart U.S. influencein Central Asia*® Within months, Russiacooperated with U.S.
military deployments to Central Asia, into states bordering on China s sensitive
western frontier. Moscow did not consult with Beijing prior to this move.*

The fact that Putin and Bush cemented their post-September 11 strategic
cooperation in aprivate meeting during the APEC Conferencein Shanghai (October
2001) may have seemed a further affront to the Chinese. By demonstrating, yet
again, Russia's unreliability as a partner and potential aly of China vis-a-vis the
United States, Putin may haveforfeited the option of the* Chinacard” that Primakov
had worked so hard to create. Thistoo would seem avery high pricefor Putin to pay
for some short-term tactical objective.

This is not to say that Russia’'s new western orientation is permanent and
unchangeable. The economic revival that Putin seeks through integration with the
West could eventually strengthen Russiato the point that it isablerevert to previous
patterns of antipathy toward the West. On the other hand, the economic revival that
Putin seeks, and other changesin Russiaand in theinternational environment, might
transform Russia and its perception of its place in the world such as to anchor it in
the West. In any case, Putin seemsto acknowledge that for the near- and medium-
term future, cooperation with the West is a necessity.

Bush Administration Responses

Initsfirst year-and-a-haf, the Bush Administration, with missile defense asa
high priority, took a harder line toward Russia than its immediate predecessors.
Before September 11, the Administration saw Russia on most issues as “part of the

“2See CRS Report 31053, Kosovo and U.S. Policy, updated July 3, 2002.

“CRS Report RL31213, China's Relations with Central Asian Sates and Problems with
Terrorism, December 17, 2001, p. 18.

“CRS interview with senior Chinese Foreign Ministry officials.
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problem.” After September 11 and the war on terrorism, the Administration has
tended to see Russia generally as “part of the solution.”

Some would argue that this generalization istoo glib and glosses over the fact
that reportedly thereare significant splitswithinthe Administration on Russiapolicy.
The conventional wisdom holds that Vice President Cheney and Defense Secretary
Rumsfeld take a harder, less conciliatory line toward Moscow. Secretary of State
Powell isreportedly morewilling to compromise. National Security Advisor Rice's
position is less clear-cut, but reportedly more often leans toward Cheney and
Rumsfeld.* Secretary Powell has been known to quip that he sometimes has an
easi er timediscussing U.S.-Russian relationswith Foreign Minister Ivanov thanwith
Defense Secretary Rumsfeld. Putin’ swillingnessto acquiesce on many issues—even
somethat Moscow had long held to be coreintereststhat it would defend tenaciously
—is seen by some as validating the less conciliatory approach reportedly favored by
the Vice President and Defense Secretary.

TheBush Administration madethemost of Russian cooperationin Afghanistan.
Pentagon spokesmen praised Russia's contributions, but it is primarily a U.S.
operation, the outcome of which may serve Russia's security needs as much as
America's. Other aspects of America’ s war against terrorism are less pleasing to
Moscow.

Some Russian officials have publicly fretted over the duration of the U.S.
military presencein Central Asia. The Central Asian governments, however, appear
to view longer term U.S. military presence as powerful assistance in their struggles
against radical Isam and also as a healthy counterweight to the previousy
predominant influence of Russia and China. Russians who are wary of China's
ambitions in the region may aso welcome the United States as a helpful
counterweight.*

Many Russians criticized the Georgia Train and Equip Program (GTEP),
announced by the Bush Administration in March 2002, of sending a U.S. military
contingent to Georgiato assess Georgian military, security, and border forcesto help
them combat Chechen, Arab, Afghani, al-Qaeda, and other terrorists who allegedly
haveinfiltrated Georgia.*’ In view of the tension between Moscow and Thilisi over
alleged Russian support for the Abkhazian separatist movement in Georgia, and
Russia's continued occupation of military basesin Georgiaagainst the wishes of the
Georgian government, and Russian claims that Georgia is harboring Chechen
terrorists, some Russians have expressed concern that U.S. training and equipment
might be turned against Russian interests. Some Russians also worry that the small

4>“1s RussiaWorth Paying Attention to Anymore?’ RFE/RL Russian Political Weekly, May
30, 2002; Martha Brant and Evan Thomas, “A Steely Southerner,” Newsweek, August 6,
2001, p. 28; Evan Thomas, “ Chemistry in the War Cabinet,” Newsweek, January 28, 2002,
p. 26.

“8CRS Report RL31213, China's Relations with Central Asian Sates and Problems with
Terrorism, December 17, 2001, p. 18.

“'CRSIssueBrief 1IB95024, Armenia, Azerbaijan, and Georgia: Political Devel opmentsand
Implications for U.S. Interests, regularly updated.
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(150 men) U.S. military contingent in Georgia might grow and become more
permanent. U.S. officialsreply that GTEP isatemporary mission which also serves
Russianinterests, inthat it will enhance Georgia sability to deal with security threats
arising from the presence of Chechen refugeesand fightersinthe Pankisi Gorgearea
of Georgia, adjacent to Chechnya.*®

After September 11, the Bush Administration substantially reduced, although
it did not entirely stop, its criticism of Russian human rights abuses in Chechnya.

The Bush Administration pushed ahead with plans for NATO enlargement,
likely toincludetheformer Soviet republicsof Estonia, Latvia, and Lithuania. Atthe
same time, the Administration reached out to Moscow, agreeing to a new NATO-
Russia Council in which Moscow will have an equal voice, and vote, on certain
issues (see below, p. 24-25), but not on core Alliance collective security issues or on
admitting new members.

After theinconclusive November 2001 Washington/Crawford, Texas summit,
the Bush Administration went ahead with withdrawal from the ABM Treaty and
stuck to its guns on strategic nuclear force reductions, eventualy yielding only on
designating the resulting agreement an international treaty, subject to legidative
approval, asthe Russians—and the U.S. Senate—had demanded.” Betweenthetwo
summit meetings, newsof theBush Administration’ sNuclear Posture Review ruffled
Russian feathers. The new NPR continued to list Russiaas apotentially hostile state
against which nuclear contingencies might have to be planned, despite U.S. claims
that it no longer sees a Russian “threat” as the basis for sizing and structuring U.S.
nuclear forces.®

The Bush Administration has been moreforthcoming in addressing what Putin
says is his top priority, Russian economic interests. On June 4, 2002, the U.S.
Department of Commerce made good on a pledge the President made the previous
year, officially certifying Russiaasa"market economy." Thiswill facilitate bilateral
trade, easethe burdenthat Russian exportersfacein anti-dumping and countervailing
duty procedures, and bring Russiaa step closer to WTO membership. The Russian
government hailed this as an important step. Some critics of Bush Administration
policy toward Russiafault the length of time the Commerce Department took to act,
arguing that certification should have been completed before the November 2001
Bush-Putin summit, and certainly before the May 2002 summit. But certification
came two weeks after the May summit. Thiscould beinterpreted asaninsult, asign
that Russia’s most urgent interests are not so urgent in Washington. On the other
hand, others could argue that the deliberate pace of Commerce Department action
was apositive sign that Russiawasfinally being treated like a® normal country,” the

“8paul J. Saunders, U.S-Russian Relations: Uneasy Road to Strategic Partnership, The
Nixon Center, May 2002, p. 2-3.

““CRS Report RL 31448, Nuclear Arms Control: The Strategy Offensive Reductions Treaty.
June 10, 2002.

*The seven states against whom nuclear contingencies are envisioned in the Nuclear
Posture Review are: China, Russia, Irag, Iran, North Korea, Syria, and Libya.
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issue handled in a businesslike way, decided on its merits because real commercial
issueswereat stake, not pushed through asapolitical caserequiring specia handling.

Moscow complains about still being subject to the “freedom-of-emigration ”
reguirements of the Jackson-Vanik amendment (Title IV of the Trade Act of 1974),
whichislinked to granting Russia® permanent normal traderdations’ (PNTR) status.
At their November 2001 summit meeting, Bush promised Putin that he would work
with the Congress to grant Russia PNTR status. Two bills have been introduced in
the 107th Congress (H.R. 3553 and S. 1861) to grant PNTR status to Russia. Some
criticsof U.S. policy toward Russiaarguethat the Bush Administration has not made
the lifting of the Jackson-Vanik amendment’ s application to Russia a high enough
priority.>

In the past year, President Bush has repeatedly stated hiswishto see U.S. trade
with and investment in Russia increase. Many Russian officials are disappointed
with the level of U.S. trade and investment.®> Having grown up in a command-
economy environment, many Russians may not fully appreciate that trade and
investment flows are mainly responsive to market forces rather than to political
pronouncements. Under Putin’s leadership, the Russian government has made
administrative changes and the legislature has enacted |aws aimed at creatingamore
market-friendly climate for trade and investment. Most western specialists agree,
however, that although agood start has been made, the task isfar from complete and
that foreign business interests want to see more implementation of market reforms,
especialy in such areas as contract enforcement, protection of shareholders’ rights,
reform of the banking sector, and clarification of tax authority among federal,
regional, and local governing structures.

Implications for U.S. Interests

The shift in Russian national security policy and the Bush Administration’s
responses to that shift have important implications for future relations between two
nations. Below isabrief discussion of possible effects of the new dynamicinU.S.-
Russian relations on selected issues, with an eye toward issues of congressional
interest and congressional means of exercising influence on those issues.

*IFor adiscussion of the Jackson-Vanik amendment and PNTR for Russia, see CRS Report
RS21123, Permanent Normal Trade Relations (PNTR) Satus for Russia and U.S-Russian
Economic Ties, Feb. 26, 2002.

*2The United States was Russia’s second largest trade partner (behind Germany) in 2000,
the last year for which complete figures are available. But total U.S. trade turnover with
Russia ($10.6 billion) is small in absolute terms and a tiny fraction (0.5%) of total U.S.
foreign trade. International Monetary Fund, Direction of Trade Satistics Quarterly,
Washington, D.C., March 2002, p. 215, 266.

*3See Russia’s Uncertain Economic Future, p. 25-211.



CRS-19
New U.S.-Russian Relationship

In the decade of the 1990s, U.S.-Russian relations lurched from declarations of
the end of the Cold War, to pledges of “strategic partnership” and “aliance,” to
disillusionment, recrimination, and neo-Cold War antagonism. The new |leadership
in both Washington and Moscow seem intent on avoiding such dramatic swings. At
the Bush-Putin summit in May 2002, the two leaders issued a Joint Declaration on
the New Strategic Relationship, couched inrelatively realistic terms, listing specific,
concrete areas of planned cooperation and identifying issueson which their interests
diverged. The two pledged that their countries would, “...continue an intensive
dialogue on pressing international and regional problems,” noting candidly that,
“Where we have differences, we will work to resolve them in a spirit of mutual
respect.” Tohelpkeepbilateral relationson an even keel, Bush and Putin established
the Consultative Group for Strategic Security, which includesthe U.S. and Russian
foreign and defense ministers. Implicit in the Presidents’ Joint Declaration, and in
the Strategic Offensive Reductions Treaty signed the same day, is Russias
recognition of current U.S. geostrategic dominance. This statement in the Joint
Declaration, affirmed by both leaders but reflecting Putin’s priorities, is the key:
“...[T]he security, prosperity, and future hopes of our peoples rest on a benign
security environment, the advancement of political and economic freedoms, and
international cooperation.”* An important element of U.S.-Russian economic
partnership is cooperation in key sectors such as energy and finance and in
improving Russian corporate governance. Russia could gain a great deal from an
economic partnership with the United States. The United States is the world's
largest market, generates the most investment capital, and has aleading role in the
policies of international financial and economic institutions such asthe IMF, World
Bank, EBRD, OECD, and WTO.*

If Putin continues to believe that Russia's economic recovery and future
prosperity require “a benign security environment” and economic cooperation with
the United States, Russia may be a good deal more cooperative on security issuesin
the next few years than in 1996-2000. Some Russian foreign policy specialists
suggest that the United States should come to regard Russiain much the same way
it regards France: as animportant country, an ally with shared strategic interests, but
a“thorny aly” with which it also has significant policy differences.

Cooperation Against Terrorism

As noted above, Putin began promoting the idea of U.S.-Russian cooperation
against terrorism well before September 11. This remains a key element in both
countries security agendas, athough with the Taliban regime gone, their emphases
and prioritiesdiffer somewhat. Both countries excoriate Al Qaeda and like-minded
radical Islamic movements. Cooperation in Central Asiamay continue on that basis

[ http://www.whitehouse.gov/news/rel eases/2002/05/20020524-2.html ]

SMatthew J. Sagers, “The Russian Energy Sector: Current Conditions and Long-Term
Outlook,” and Jonathan Sanford, “ Russiaand the International Financial Institutions: From
Specia Caseto aNormal Country,” in Russia’ s Uncertain Economic Future, p. 213-252.
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aslong as Russia does not feel threatened by the U.S. presence there. At their May
2002 summit, Presidents Bush and Putin announced that the U.S.-Russia Working
Group on Afghanistan would be given a broader mandate and renamed the U.S.-
Russia Working Group on Counter terrorism, which would, among other issues,
addressthethreatsposed by nuclear, biological, and chemical terrorism. But whereas
Moscow characterizes Chechen rebels amost exclusively as terrorists, Washington
has doubts about the accuracy of that picture. Similarly, the Bush Administration’s
denunciation of Yasser Arafat’s leadership as irremediably tainted by its links to
terrorism, is not shared by Moscow, among others — athough the Russian
government flatly condemns Pal estinian suicide bombings.® Inthe 1990s, Russian
support for Irag was a sore spot in U.S.-Russian relations, particularly during
Primakov’s stewardship of Russian policy. Some Russian officials, scholars, and
think-tank anal ystsrecently hinted that M oscow might not object too strongly toU.S.
military action against Irag, provided that: @) Washington does not act unilaterally
and, b) Russian economic interestsin Iraq are respected.”’

WMD Proliferation

U.S.-Russian activitiesin the area of preventing WMD proliferation have two
distinctly different aspects. The first involves cooperative efforts to safeguard
dangerous nuclear, chemical, and biologica materials and related weapons
technologies inside Russia and other Soviet successor states. This has been
addressed in the past through high-level initiatives such as the Nunn-Lugar
Comprehensive Threat Reduction (CTR) program, in which Congress has taken a
leading role.®® In today’s atmosphere of U.S.-Russian strategic cooperation, such
programs are believed likely to continue, and perhaps increase. For example, the
Russian Federation Debt Reduction for Nonproliferation Act of 2001 (S. 1803),
would authorize the President to engage in debt-for-nonproliferation exchanges to

*Moscow’s attitude toward the Isragli-Palestine conflict is increasingly influenced by
sympathy with the large and growing Russian diasporain Israel, which now numbers about
one million, some 20% of the population of Isragl.

*’Discussions with Russian officials and scholars, January-May 2002. The admonition
against unilateral action means that Moscow wants Washington to secure U.N. or other
international approval beforeany attack. Baghdad owes M oscow over $7 billion for Soviet-
eraarms sales. Russian energy firms also hope to reap immense profits on new contracts
once economic sanctions against Iraq are lifted. Putin’s Russia seems more interested in
these economic interests than in preserving Saddam Hussein's regime.  Some Russians
believe that Moscow might be more likely to attain its economic objectives after aregime
changein Iraqg, since the United States seems determined to maintain economic sanctions
as long as Saddam is in power, and as long as the sanctions remain in force, Russiais
unlikely to be repaid or be able to implement new contracts. Baghdad may hope to buy
stronger Russian support through the $40 billion five-year economic cooperation agreement
with Russia announced on August 16, 2002. See p.22-23, below.

*See CRS Report 97-1027, Nunn-Lugar Cooperative Threat Reduction Programs: Issues
for Congress, updated Mar. 6, 2002; and CRS Report RL31368, Preventing Proliferation
of Biological Weapons: U.S. Assistanceto the Former Soviet Sates, updated Apr. 19, 2002.
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reducethe amount of Soviet-eradebt owed by Russiato the United States.* Another
exampleisthe so-called “10 plus 10 over 10" plan, backed by the United States and
adopted at the G-8 summit in Canada in June 2002. This plan, if implemented,
would add up to $10 billion from the other six (non-U.S.) G-7 countries to the $10
billion pledged by the United States, over the next ten years, to finance WMD
nonproliferation programs in Russia and other Soviet successor states.

The other key aspect of the Russian WMD proliferation issue concerns Russian
transfers of nuclear reactors and ballistic missile technology to certain states,
particularly Iran.®® Thishas been avexingissuein U.S.-Russian relations since the
mid-1990s. The Clinton and Bush Administrations and the Congress have treated
these as very high priority issues, but have had little successin convincing Russiato
halt either its nuclear reactor construction program at Bushehr, Iran, or the covert
transfers of missile technology from Russian institutes and enterprises to Iran.®
Moscow argues that the Bushehr reactor project is legal, proper, and safe.
Washington replies that while the program may be legal — in that it violates no
treatiesor international obligationsto which Russiaisaparty —it will beused by Iran
to advance a clandestine nuclear weapons program which will be a grave security
threat to the United States, itsalliesand friends, and to Russia as well.®

The question of missile technology transfer islessclear cut. Different Russian
authorities have claimed at various times that: @) there were no such transfers; b)
there were some unauthorized transfers, but they have been stopped; ) thetransfers
were/are being doneillegally by shadowy entities that elude Russia s best efforts at
export control; d) theallegedillicit transfersare of | egitimate dual -usetechnol ogy not
covered by the Missile Technology Control Regime (MTCR).%

One of the results of recent Bush-Putin summitry was a decision to address
questions of Russian nuclear reactor and missile technology transfersto Iran more
systematically. A standing bilateral working-level group was established for this
purpose. There had been some speculation that an understanding might be reached
in which Russia would complete the single Bushehr reactor, with enhanced
safeguards, but would provide no additional nuclear cooperationto Iran. Inlate July,
however, the Russian press reported that the Ministry of Atomic Energy
(MINATOM) had adopted aplanto build five new nuclear reactorsin Iran over aten-
year period, three more at Bushehr and two at another site. According to a senior
Bush administration official, "... the White House was infuriated by that and

%S, 1803, sponsored by Sen. Biden, was passed unanimously by the Senate on January 20,
2002 and sent to the House International Relations Committee.

%9See CRS Report RL30551, Iran: Armsand Technology Acquisitions, updated January 26,
2001.

' The Clinton Administration tried persuasion for severa years, then began applying
economic sanctions against specific Russian enterprises and institutes. Congress enacted
the Iran Nonproliferation Act (P.L. 106-178) which was signed into law in March 2000.

®2The arguments on both sides can be found in CRS Report 98-299, Russian Missile
Technology and Nuclear Reactor Transfersto Iran, updated December 14, 1998.

| bid.
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extremely surprised.... What weweretold was: It'sadraft and it'snot done." A high-
level U.S. delegation made a previously planned visit to Moscow to urge Russiato
cancel thisdeal. Recent reports quote the head of MINATOM as saying that the ten-
year plan was“theoretical” and might be reevaluated in light of “political factors.”®

While the outcome of the Russia-lIran agreement remained unclear, reports of
new Russian ties with Iraq and North Korea drew attention. On August 16, 2002,
Iraq’ s Ambassador in M oscow announced that the two countrieswould soon sign an
economic cooperation agreement worth $40 billion. A senior Russian officia
confirmed that a five-year agreement with Irag, encompassing the oil, electrical,
chemical, agricultural, and transport sectors, under consideration for several years,
has been approved by the relevant ministries and is being readied for signing. He
also said the contracts would not violate U.N. sanctions against Irag. The official
U.S. response downplayed the reported deal. A White House spokesman said that
Putin remained a strong supporter of the war against terrorism and that Washington
expected M oscow to continue honoring the sanctions regime against Irag.®® Alsoin
mid-August, Moscow announced that North Korean |eader Kim Jong-il would soon
visit the Russian Far East. Putin is expected to meet with him there.

Continued Russian nucl ear reactor and missiletechnol ogy transfersto Iran coul d
becomeacritical test of Putin’s policy of cooperation with the United States. Onthe
one hand, Moscow sees Teheran as a stable, friendly regional power and a vitally
important market for its cash-strapped nuclear power and defenseindustries. Onthe
other hand, the United States sees Iran as a leading state sponsor of international
terrorism and isabsolutely committed to trying to prevent Iran from acquiring nucl ear
weapons and long-range missiles. Some observers question whether Putin’s claim
of being America schief alyinthefight against terrorism can be considered credible
in the face of continued — and expanded — Russian nuclear cooperation with Iran.
Congressional support for the Russian Debt for Nonproliferation Act (S. 1803), inter
alia, might be adversely affected by such a Russian policy.®

It may be that the Russian reactor construction program in Iran was drafted by
enthusiasts at the Ministry of Atomic Energy or elsewhere, without prior Kremlin
approval, and that it will ultimately be buried. Alternatively, the ten-year, five-
reactor plan might be a negotiating ploy aimed at getting Washington to agreeto a
more limited expansion of Russian nuclear cooperation with Iran. A more cynical
interpretation might be that the reported plan is aruse, meant to be floated and then
withdrawn asa“concession,” to ease U.S. pressure on the original Bushehr project.

Similarly, the Russia-Irag economic cooperation agreement can be interpreted
in different ways. Baghdad is eager to muster as much international support as

%peter Baker, “U.S. Team To Press Moscow on Iran Issues, Wider Nuclear Plan
ComplicatesMission,” Washington Post, July 30, 2002, p. A-11; StevenLeeMyers, “Russia
Sayslt May Reconsider ItsNuclear Plant Deal With Iran,” New York Times, August 3, 2002.

®Peter Baker, “Russia, Irag Plan Deal to Bolster Ties,” Washington Post, August 17, 2002,
p. Al; Dan Morgan, “Bush Aide Plays Down Significance of Russialrag Deal,”
Washington Post, August 19, 2002, p. A10.

®Discussion with congressional staff.
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possibleintheface of apossible U.S. military attack, and may have offered Moscow
an especially rich plumin order to bolster Russia ssupport. Moscow may have been
motivated primarily by financial gain. On the other hand, Russia's deal with Iraq,
together with the Iranian reactor plan and the invitation to Kim Jong-il —
encompassing all three elements of Bush's “axis of evil” — may be a signal that
Moscow is displeased with current U.S. policy.

Arms Control and Missile Defense

During the Cold War, arms control often dominated the U.S.-Soviet agenda.
Moscow has sought to maintain that arrangement, which inherently treats the two
partiesasequal sand providesopportunitiesfor Moscow to try to restrain Washington
from further tilting the military balance in America’'s favor. The Bush
Administration takes the position that the Cold War is over and that friendly states
do not need arms control treaties to protect them from one another. Some in the
Administration and Congress also maintain that Russiais too weak economically,
politically, and militarily to prevent the United States from acting unilaterally inits
best interests on vital questions of nuclear forces and missile defense. Many others,
critical of the unilateral approach, argue that Russia remains a nuclear superpower
and that U.S. security and nonproliferation are best served by maintaining the arms
control process with Russia

There is general agreement that in the Strategic Offensive Reductions Treaty,
Moscow acceded to the U.S. position on virtually every substantive issue.*” Most
observers think that the Treaty will win approval easily in the Senate. It is also
widely believed that Putin’s political power and prestige ensure parliamentary
approval of the Treaty in Moscow. Both sides officially agree (Russia reluctantly)
that the ABM Treaty and the (unratified 1993) START Il Treaty are both dead | etters.
That leaves missile defense as the principal item remaining from the old strategic
arms control agenda.

Russia still seeks to slow or shape U.S. missile defense activities as much as
possible, arguing that missile defense will be destabilizing bilaterally and globaly,
and will accelerate nuclear weapons proliferation among non-weapon states.®
Russian authorities appear to understand, however, that acting alone, they lack the
leverage to prevent the Bush Administration from going forward as rapidly as
possible with missile defense, a strategic initiative to which it is deeply committed.

¥"Major General Vladimir Dvorkin, Director of the Nuclear Strategic Forces Center of the
Russian Military Academy in Moscow, said in aninterview, that Russiahad been forced to
accept the U.S. position on such issues as storing rather than destroying decommissioned
nuclear weapons, and on monitoring and verification, because Russia simply had no
negotiating leverage. “What does Russia have in terms of leverage to be used against the
Americans? After all, any treaty isaform of exchange. Y ou give methis, and you get that
from me. Now, Russia has nothing to give. Moscow announced immediately [before the
negotiations] that it would bring down its nuclear arsenals to 1,500 warheads.” Ivan
Safronov, Kommersant [Moscow], May 24, 2002.

%See CRS Report RL30967, National Missile Defense: Russia's Reaction, updated June 14,
2002.
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Although Washington and M oscow continueto disagree on missiledefense, the Joint
Declaration at the May 2002 summit suggests that Washington has the upper hand.
Init the United States and Russia

... acknowledge that today's security environment is fundamentally different than
during the Cold War.

... agreed to implement a number of steps aimed at strengthening confidence and
increasing transparency in the area of missile defense, including the exchange of
information, ... reciprocal visits to observe missile defense tests, and observation aimed at
familiarization with missile defense systems....

... agreed to study possible areas for missile defense cooperation, including the
expansion of joint exercises... and the exploration of ... programs for joint research and
development of missile defense technologies....

... will, within the framework of the NATO-Russia Council, explore opportunitiesfor
intensified practical cooperation on missile defense for Europe.®

It would seem that Russia' s main hopes for atering or slowing U.S. missile
plans defense lie outside the realm of bilateral relations. Moscow will probably
continue trying to rally international opposition to missile defense, including
opposition from U.S. allies in Europe and Asia. Congress, through the budget
process and other means, has a critical rolein the future of missile defense. Inview
of the sharp divisions within the Congress over missile defense in general and the
Bush Administration approach in particular, this is bound to remain a contentious
issue.

NATO Enlargement and the NATO-Russia Council

Russia, having givenuptryingto block NATO enlargement, including accession
of former Soviet republics Estonia, Latvia, and Lithuania, has removed some of the
dramafrom theissue. Under these circumstances, NATO states, and Congress, can
consider which candidates to invite to join the Alliance on the basis of their merits,
without being overly concerned about possible negative responses from or
repercussions with Russia.

The creation of the NATO-Russia Council in May 2002 opens anew chapter in
relations between Russia and the Alliance formed 53 years earlier to resist Soviet
encroachmentsin Europe. The new Council, which will bring Russiatogether with
the 19 (at present) Alliance members to discuss security issues, is similar in many
respectstoitspredecessor, the NATO-RussiaPermanent Joint Council (PJC), created
in May 1997. The new Council, however, is both more ambitious and more limited
than its predecessor in important ways. It is more ambitious in that it will give
Russiaan equal voice and an equal voteinitsdeliberationsand decisions. Itismore
limited in that the PJC set out to address a very broad but vaguely defined range of
issues, global in scope, numbering fifty-six in all. The new Council begins with a
more narrowly and clearly defined work plan: counter terrorism, nonproliferation,
arms control and confidence-building measures, theater missile defense, peace

[ http://www.whitehouse.gov/news/rel eases/2002/05/20020524-2.htm]
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keeping and crisis management, search and rescue at sea, civil emergency
preparedness, and military-to-military cooperation and military reform.™

In the old PJC, characterized initially as 19+1, the Russian representative took
an antagonistic, obstructionist position. In response, Alliance members adopted the
practice of arriving at acommon NATO policy before aPJC meeting and presenting
Russia with a fait accompli, which Moscow derisively characterized as 19 vs.1.”
The new Council, characterized as NATO-at-20, begins with ahigher level of trust
on both sides, but also with built-in safeguards. The Council will operate on the
basis of consensus, but if it fails to reach consensus on an issue, that issue can be
withdrawn and referred to the North Atlantic Council, NATO’s main decision-
making body. Also, any member state can request that an issue be withdrawn from
the NATO-RussiaCouncil. It remainsto be seen what kind of role Russiawill play
inthenew NATO-at-20 Council. Optimistshopethat Russiawill behavelikeanally,
if attimesa“thorny ally.” Skepticsworry that Russiawill try to usethe new Council
to weaken and divide the Alliance. Some critics also worry that certain Alliance
members, particularly small states near Russia, may feel intimidated by Russia’s
presence in the Council and might not speak or act as they would otherwise.

Inanindication of increased congressional interest in NATO, Senators Daschle
and Lott reestablished a bipartisan Senate NATO Observer Group (SNOG) of
Senators that will monitor developmentsin NATO in light of the new relationship
with Russiaand therun up to the Prague summit (November 2002), when invitations
tojoin NATO will be extended to candidate members. Adding new membersto the
Alliance, of course, would require Senate approval.

Trade and Russian Debt

The high priority that Putin gives to domestic economic development, and the
linkage between that and his reorientation of Russian national security policy,
increase the importance of economic issuesin U.S.-Russian relations. During the
Cold War, bilateral economic relations usualy were subordinated to political
considerations by both sides. That attitude still lingersin both countries. Bilateral
tradeand U.S. investment in Russiato date have been minuscul e by global standards.
A functioning market economy in Russia, however, could provideamajor market for
U.S. goods, services, and investments. Such a development could be mutually
profitable and further anchor Russiain the capitalist West.”

Putin and Bush both say they want the relationship between their two countries
tobemore*”businesslike.” TheU.S. Commerce Department’ scertification of Russia
asamarket economy isastepinthat direction. AsCongressand the Administration

“NATO-Russia-Relations: A New Quality, Declaration by Heads of Sate and Gover nment
of NATO Member Sates and the Russian Federation, May 28, 2002.
[www.nato.int/docu/basi ctxt/b020528e.htm].

"Discussion with U.S. officials and non-government analysts.

?Inga Litvinsky, Matt London, and Tanya Shuster, “U.S.-Russian Trade and Investment:
Policy and Performance,” Russia’ s Uncertain Economic Future, p. 411-424.
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consider another step in that direction — “graduating” Russia from Jackson-Vanik
amendment restrictions—several tradeissuesmay receive prominent attention. Chief
among these are steel, chicken, and oil.

A trade dispute over Russian stedl exportsto the United Statesarosein the late
1990s as U.S. steel imports surged. Analysts attributed the sudden growth in steel
importsto arapid increase in U.S. demand, insufficient domestic capacity, and the
appreciation of the dollar. The U.S. steel industry filed a number of anti-dumping
complaints with the Department of Commerce and the U.S. International Trade
Commission against foreign steel exporters, including Russian steel, claiming that
the steel was being sold in the United States at less than fair value. In lieu of
completing the Commerce and ITC antidumping investigations, Russia agreed in
1999 to two pacts that impose quotas and set minimum prices on Russian steel
exportsto the United States. Russian steel exporters and political leaders were not
pleased with this outcome, but could have faced costlier restrictions if the
antidumping investigations had run their course and high dumping tariff margins
were imposed on Russian steel.” On March 5, 2002, the Bush Administration
imposed tariffs on steel imports, including Russian steel, to protect domestic
producers. U.S. policy on steel remains a source of aggravation with Moscow,
among others.

At about the same time that the Bush Administration imposed stedl tariffs, a
dispute arose over U.S. poultry exportsto Russia. Poultry isthe largest single U.S.
export product to Russia. Russiaisthelargest singleforeign market for U.S. poultry
exports.” Russia’ sdomestic poultry industry suffered in the 1990s asthe overval ued
ruble made imports highly competitive and U.S. imports won alarge market share.
On March 1, 2002, the Russian Veterinary Service suspended the issue of licenses
for imports of poultry from the United States, citing health concerns over bacterial
contamination and growth hormones. A complete ban was imposed on March 10.
Many inthe United States saw thisasretaliation for theU.S. stedl tariff.” High-level
U.S. remonstration resulted in Russian authorities announcing an end to the import
ban on April 15; but that did not end the problem. The Russian Veterinary Service
allowed theresumption of some U.S. poultry shipments, but continued to block most
imports, pending agreement on a new, more stringent veterinary certificate.
Negotiationsover the new certificate dragged on for monthswhilemost U.S. poultry
remained shut out of the Russian market. On July 24, U.S. trade officials said that

This summary of the steel issue is based on CRS Report RS21123, Permanent Normal
Trade Relations (PNTR) Status for Russia and U.S-Russian Economic Ties, Feb. 26, 2002,
p. 5.

"U.S. poultry exports to Russia in 2001 exceeded 1 million tons, valued at over $600
million, accounting for over 20% of total U.S. exports to Russia. International Trade
Reporter, July 25, 2002.

*The fact that the Bush Administration was considering imposing stee! tariffs had beenin
the newsfor several weeks. Moscow’ sMarch 1 import license suspension could be viewed
as a warning to Washington. The steel tariffs were imposed on March 5. The ban on
chicken imports was imposed March 10.



CRS-27

they were closeto agreement with their Russian counterpartson anew certificatethat
would again allow U.S. poultry to enter Russia.”

The third major trade issue, ail, highlights the potential for cooperation rather
than friction. Russia currently is the world's second largest oil producer and
exporter, behind Saudi Arabia, which leads in both categories. Russia's proven ail
reserves aretwice aslarge asthose of the United States. Although Russia sreserves
are much smaller than Saudi Arabia's, its production has been comparable to Saudi
Arabia’'s. According to aprominent recent assessment, Russiais now engaged in a
contest with Saudi Arabiafor dominancein theworld energy market.” Astheglobal
economy slowed in 2001-2002, Saudi Arabia and its OPEC partners cut their oil
production to shore up prices. In both 2000 and 2001, Russia increased its ail
output.”® Russias political and corporate leaders are portraying Russian oil
companies asreliable sources of supply, willing and ableto add output to the market
to keep prices reasonable and thus help revive the global economy. This has
economic as well as palitical significance. Economically, it helps Russiaintegrate
itself into the industrialized West. Politically, Russia's energy policy increases its
leverage in its prospective partnership with the United States.”

Russiais not expected to replace Saudi Arabiaasthe oil price setter — as Saudi
Arabiareplaced Texasdecadesago. What Russian export policy might do, however,
is increase competition, keeping oil prices at stable, moderate levels. Thiswould
help avoid inflationary pressurein the United States and other devel oped countries.
On August 6, 2002, OPEC Secretary-General Alvaro Calderon arrived in Moscow
to discuss disagreements over the volume of Russias oil exports and target prices.
Calderon told journalists that while OPEC believes that oil should cost $22-$28 a
barrel, Russia prefers alower range of $20-$25.%°

At the Bush-Putin summit in May 2002, the two leaders emphasized the
importance of Russia srole asareliable oil supplier in partnership with the United
States. Their Joint Statement on the New U.S.-Russian Energy Dialogue pledged
bilateral cooperation aimed at reducing volatility and enhancing predictability of
global energy markets and supplies. They foresaw enhanced interaction between

"Inside U.S. Trade, July 26, 2002.

""Edward L. Morse and James Richard, “The Battle for Energy Dominance,” Foreign
Affairs, March/April 2002, p. 16-31. Another study disputes Russia’'s ability to displace
Saudi Arabiain oil market dominance, but does not deny Russia srole as a major player.
FionaHill and Florence Fee, “Fueling the Future: The Prospectsfor Russian Oil and Gas,”
Demokratizaziya [forthcoming], summer 2002, viewable on the Brookings Institution web
site,[ http://www.brookings.edu/dybdocroot/views/papers/hill /200205 _demokrati zatsiya.

ppdf]

BAfter publicly resisting Saudi pressureto cut its production, Moscow agreed to asymbolic
reduction of 0.15 mbd in the winter quarter of 2001. This reflected a normal seasonal
adjustment by Russian producers operating in the extreme cold of Siberia. “Fueling the
Future,” p. 2.

"“The Battle for Energy Dominance,” p. 16-18.
®RFE/RL Newsline, August 6, 2002.
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U.S. and Russian energy companies in exploration, production, refining,
transportation, and marketing. In the Joint Declaration, Bush pledged to encourage
U.S. investment to further develop and modernize Russia's fuel energy and sector
and expand its oil and gas production.® He also pledged cooperation with Russia's
energy transportation infrastructure.

In August 1999, the Paris Club of official government creditors (of which the
United Statesisaninfluential member), provided a"framework agreement” reducing
Russian interest payments on its Soviet-era debt (of over $50 billion) and deferring
payment of principal until after 2001. In February 2000, Russia reached an
agreement with the London Club of commercial creditors, writing off 36.5% of
Russia's $32.8 hillion Soviet-eracommercial debt outright, with the remainder to be
converted into 30-year eurobonds with lower interest rates and an 8-year grace
period. Thisamountsto atotal of 52% debt forgivenessin current net value terms.
"Comprehensive" Paris Club negotiations have begun, to determine whether western
government creditors will grant Russia more large-scale debt forgiveness, or offer
debt rescheduling without forgiveness. Germany, which holds 48% of that debt, is
caling for full repayment. Some of Moscow's critics contend that Russia's recent
economic upturn and its substantial increases in defense spending should be taken
into account by western governments considering further debt forgivenessfor Russia.

The United States holds about 5% of Russia's Paris Club debt, about $3 billion.
Some Members of Congress have expressed interest in helping Russia reduce its
Paris club debt as a way of accelerating economic recovery, or for more targeted
aims, such as funneling more money into Russian nonproliferation activities. In
December 2001, the Senate unanimously passed the Russian Federation Debt
Reduction for Nonproliferation Act of 2001 (S. 1803), sponsored by Sen. Biden, and
sent it to the House, where it is being considered as part of the State Department
authorization bill (H.R. 1646). Thishill would link U.S. debt forgivenessfor Russia
to Russian effortsin WMD nonproliferation. The Bush Administration is believed
to have been leaning toward supporting Russia's quest for debt forgiveness. The
House International Relations Committee held hearings on this bill July 25, 2002.
Political support for this idea, however, might be adversely affected by Russia’s
reported plan to build more nuclear reactorsin Iran.

Relations with China

As noted above, implicit in Putin’s strategic decision to seek integration of
Russiawith the West isarejection of the Primakov vision of aRussian-Chinese axis
of cooperation against the United States as the core of Russia’s national security
strategy. Beijing and Moscow continue to proclaim good will and harmonious
relations between them. Indeed, both countrieswant and need calm, friendly, stable
bilateral relations. Andthe Cold War-era, triangular, zero-sum game of U.S.-Soviet-

8TheU.S. Government canincreasetheincentivesfor U.S. firmsto cooperate with Russian
oil producers by expanding Ex-Im Bank credits and |oan guarantees. On May 16, 2002, the
U.S. Ex-Im Bank announced plans to add a long-term financing program in Russia to its
current short- and medium-term programs, thus greatly expanding its loan guarantee
potential in Russia (currently $1.8 billion).
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Chineserelationsno longer holds sway. Nevertheless, Putin’sturn toward the West
does have significant implications for Russian-Chinese and U.S.-Chinese relations.
Thereis still some triangularity in these relationships. Putin’s western orientation
works to the advantage of the United States vis-a-vis China by reducing Russian
support for China vis-a-vis the United States.

An analysis carried by Reuters after the May 2002 Bush-Putin and NATO-
Russiasummits, entitled, “ RussiaEnds Cold War with NATO, ChinaShivers,” calls
attention to Chinese concerns that Russia s geostrategic shift could bring U.S.-led
forcesright up to China’swestern borders. “It is probably something that isvery ...
worrying,” said onewestern diplomat in Beijing, “ becausethereisarisk of isolation
of China."® If Russia turned toward strategic cooperation with the United States
while the antagonism in U.S.-Chinese relations remained, that could leave Beijing
in the position of being, or appearing to be, the leading anti-American power. That
could be acostly and risky position for China, at atimewhen it is still struggling to
accelerate and complete its economic modernization.

Theantagonismin U.S.-Chineserelations noted above (p. 11), however, hasnot
remained unchanged. Inthe past year there hasbeen awarming, or at |east an easing
of tension, between thetwo. At the outset, the new Bush Administration promised
a tougher approach to China than either the Clinton or the earlier Bush
Administration, describing China as a "strategic competitor" of the United States.
In the aftermath of the collision ( April 1, 2001) of U.S. and Chinese military aircraft
near Hainan Island, the antagonism on both sides deepened. After thisrocky start,
however, the events of September 11 appeared to ater the policies in both
Washington and Beijing. The Bush Administration appeared to seethe potentia for
Sino-U.S. cooperation against global terrorism as a priority, and U.S. officias
down-played differences and problems in the relationship as they sought Chinese
support with Asian statesand in U.N. initiatives. For their part, after September 11
Chinese leaders have taken steps to improve Sino-U.S. relations, soften U.S.
criticism of their policies, and demonstrate that China can be a responsible global

player.&

The apparent softening of Chinese policy (or rhetoric) toward the United States
is probably driven by many factors. One of these is likely to be domestic political
strugglein therun up to the 16" Communist Party Congress (Fall 2002), at which key
|eadership changes are expected, including the succession to President Jiang Zemin.
Many analysts have described part of the interna political dynamic as a conflict
between proponents and opponents of western-style economic reforms. Relations
with the United States gets caught up in this because those who favor more market-
oriented reform of the economy also tend to favor closer economic and political
cooperation with the advanced industrial democracies, including the United States.
Many opponents of further market reform also oppose more opening to the West.
Thus, disagreement and political conflict over foreign policy among Chinesepolitical

&Cited in Brian Roads, “ Russia Ends Cold War with NATO, China Shivers,” Reuters, May
29, 2002.

8CRS Issue Brief 1B98018, China-U.S. Relations, updated regularly.
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elites can become a subset of — and sometimes even a surrogate for — struggle over
fundamental domestic issues.

It is also possible that concern grew among Chinese leaders in 2001, after the
crisissurrounding the April 1 collision of the U.S. EP-3 aircraft and the Chinese jet
fighter, and especially after September 11, that relations with the United States were
deteriorating to adangerouslevel. With anew and unpredictable Administrationin
Washington that seemed inherently unfriendly to China, Beijing may have decided
independently to ease some of the tension as a precautionary measure, regardless of
Russian policy.

At some point in 2001, Putin’s policy shift toward the West probably entered
into Chinese cal cul ations and debates about relations with the United States. Those
in the Chinese |eadership who opposed the hard-line confrontational approach to the
United States could use the Russian shift asan argument agai nst adangerous Chinese
course that risked conflict with America, without the prospect of Russian support.
Those in Beijing who advocated a tougher line toward Washington must have been
encouraged by Primakov’s policy of partnership with China against the global
hegemon — and discomfited by Putin’s abandonment of that policy. Intheinterna
Chinese debate over policy toward the United States, Putin’s westward tilt may not
have been the most important consideration. But it most likely was one of thefactors
that shaped, and is shaping, Chinese policy. Thus, it seemslikely that Russia sturn
toward the West influenced Chinato move in the same direction — although not to
the same degree nor for the same reasons.

Competing Views of How the United States Should Respond
to Russia’s New National Security Policy %

There is an active debate about the appropriate U.S. response to Putin’ s policy
of integrating Russia with the West. American, European, and Russian critics of
Bush Administration policy toward Russia make many of the same arguments. The
essence of their criticism is that the United States should do more to reciprocate
Putin’s cooperativeness and ensure that Russia stays on this course.

Some argue that Putin’s shift toward the West lacks strong domestic political
support and therefore is fragile. Some compare Putin to Gorbachev, warning that
Putin’s pro-western policy could meet asimilar fate — arousing domestic opposition
like that which led to the August 1991 coup that amost toppled, and fatally
undermined, Gorbachev’s leadership. Others, who see Putin’s political position as
relatively secure, warn that Putin himself might conclude that his cooperation with
the United States is not yielding the desired reciprocity from Washington, leading
him to move away from a “failed” policy. Another line of criticism is based on a
longer-termview. l.e., Russia s current weakness may be such that it has no choice
but to accedeto heavy-handed U.S. dominance—however, Russiaislikely to recover
and once again be a great power, and when it does, it will harbor resentment and
animosity toward the United States because of arrogant and short-sighted U.S.

#The views in this section are based on numerous news reports, congressional hearings,
analytical studies, and discussionswith U.S., European, and Russian officialsand analysts.
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policies that ignored Russian vital interests and offended Russian national dignity.
All threeversions of thiscriticism citethesamelist of U.S. actionsthat alegedly are
offensive to Moscow, such as withdrawal from the ABM Treaty, missile defense,
NATO enlargement, and U.S. military deploymentsin Georgiaand Central Asia.

On the other hand, many observers believe that the Administration’ s approach
to Russiais fundamentally sound. Some supporters of Administration policy argue
that Russia ssmply does not matter very much any more — that with a population
smaller than Brazil, a GDP smaller than the Netherlands, and armed forcesthat have
little ability to project power beyond its borders, Russia should not be treated
deferentially, as a great power, by the United States. Some who hold this view are
dismissive of Russia—whether Russia succeeds in becoming a modern state with a
functioning market economy istheir business, not ours. Othersview therelationship
in terms of “tough love,” helping Russia adjust to its proper status as a regional,
rather than aglobal, power. Still others, focused on the Cold War rivalry, are happy
to see Russia as aweak, defeated foe and want to keep it that way.

Some supporters of U.S. policy toward Russia contend that Putin’s repeated
concessionsto U.S. positionsand acceptance of faitsaccomplis, acknowledgingU.S.
force majeure, confirm the correctness of that policy —that therewas, and is, no need
to make undue concessionsto M oscow, because Russiahas no choicebut to go along
with the United States, due to Russia’s weakness vis-a-vis the United States and
because of Russia’'s objective need to join the western world, on the West’ s terms.

Some of those who oppose being deferential to Moscow say that many of
Putin’s domestic policies are undemocratic, and that the United States should not
hesitate to criticize such tendencies and press the Kremlin to do better. They argue
that U.S. silence in the face of Russian government abuses such as restrictions on
freedom of the press and religion, control over the formation of political parties,
persecution and imprisonment on false charges of political dissidents, and massive
human rights violations in Chechnya, are a betrayal of U.S. values and a signal to
Russian authorities that the United States is not really serious about democracy in
Russia as long as Moscow cooperates on security issues.

Those who question the wisdom of Administration policy warn that at some
point, if Washingtonisnot moreforthcoming to Moscow, Russian policy may swing
back in thedirection that Primakov favored, and that thiswould be atremendous | ost
opportunity for the United States.

Others reply that to the extent that there is a danger of Putin’s pro-western
policies being reversed, it will hinge not on whether the United States and the West
reward Russia, but on whether Putin’s domestic economic policies succeed. After
all, these observers contend, Putin’s fundamental rationale is that Russia must
integrate with the West in order to reconstruct its economy and achieve a decent
living standard for its people. If that goal, or appreciable progressin that direction,
isnot achieved in areasonabl e period of time, the pro-western policy will bedifficult
to sustain. If thisistrue, then the United States has not only a humanitarian interest
but also a strong self interest in Russia’ s economic recovery.
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