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Executive Summary

New presidents provide the chance for a new start, which is why we have put together a
report for Russian-American relations containing information about Russia, as well as
recommendations for President Obama. President Obama and President Medvedev have an
opportunity to relinquish old sentiments and pursue future progress. In search of common
national interests and cooperation, the Obama Administration alongside the Medvedev
Administration developed the US Russia Bilateral Presidential Commission in 2009; this report
is meant to supplement the Presidential Commission by giving new perspectives and updated
information and to serve as a guide in how the Obama Administration could proceed in bilateral
relations with Russia. Increased understanding may lead to successful outcomes, such as;
strengthening international non-proliferation, improving human rights efforts, bettering
international cooperation and cultivating economic growth. Particularly during a time of great
economic turmoil and international conflict, we hope that this report can act as a bridge between
the US and Russia for mutual prosperity and peace. This report is divided into the following
sections; arms control, human rights, regional issues and trade and foreign assistance. As a

collective, this task force recommends the following:

Arms Control and Disarmament
o Ratify the CTBT to demonstrate cooperative interest
e Strengthen the existing NPT by moving towards non-proliferation and global disarmament

e Sign arevised START | with levels consistent with rates of decrease



Human Rights
e Increase international organization’s involvement protecting child welfare
e Support democracy assistance programs

e Support exchanges of judicial professionals to make the court transparent and independent

Regional Issues

¢ Avoid a zero-sum competition with Russia for influence in Georgia

¢ Minimize unilateral sanctions against Iran

e The US, Russia, and the EU should have equal part in facilitating dialogue and between the

Gulf countries

Trade & Foreign Assistance
e Support Russia’s accession to the WTO
e Renegotiate a new FTA between the U.S. and Russia

e Graduate Russia from the Jackson-Vanik Amendment



Arms Control and Disarmament

Introduction

In May 2010, the third Review Conference of the Nonproliferation Treaty (NPT) will be
held in New York. This event will be crucial as it will be the first since President Obama took
office. The previous Review Conferences have been highly contested between Nuclear Weapon
States (NWS) and Non-Nuclear Weapon States (NNWS) over the provisions of non-proliferation
and disarmament.

As Nuclear Weapon States that have a vested interest in preventing further proliferation
of nuclear weapons, it is imperative that both the US and Russia take initiatives in strengthening
the international non-proliferation regime. The Cold War is over, yet Nuclear Posture Review
prepared by the US government still reflects the old era. Russia can no longer be treated as a
competitor in the nuclear arms race, but rather as a leading partner in the global non-proliferation
and disarmament effort. The effort should not be limited to bilateral agreements between the two
NWSs, but should also include multilateral resolutions with the NNWS as well since there can be

no assurance for nonproliferation if there is no assurance for disarmament.

Recommendations

e NPT: Strengthen the existing NPT by 1) Outlining the US direction towards non-proliferation
as well as complete global disarmament in the upcoming Nuclear Posture Review, 2) Draft
and adopt generic and binding resolutions on compliance with safeguards responsibility and

withdrawal from the treaty, 3) Sign and ratify other crucial treaties, including new or existing



versions of the Strategic Arms Reduction Treaty, Comprehensive Test Ban Treaty, and Anti-
Ballistic Missile Treaty.

e Based on our current test moratorium and its actual and political benefits, we should ratify
the CTBT. Why? In order to demonstrate our cooperative interest with Russia and other
states which have ratified the CTBT. The United States should be a contributing member of
the verification network that monitors for weapons’ tests around the world.

e The US should sign a revised Strategic Arms Reduction Treaty (START) agreement,
maintaining the structure of the START | agreement but negotiating lower levels that are
consistent with rates of decrease evident in START I. This would mean an 80% decrease of
current levels, bringing warhead limit down to 1200 and vehicle limit to 880 within the next
seven years.

e We should negotiate a Fissile Material Cutoff Treaty (FMCT) that would limit fissile
material necessary to manufacture nuclear weapons. This would prevent the spread of these

weapons to other nations and NGOs such as terrorist organizations.

Strengthening the Nuclear Non-Proliferation Treaty

Introduction

The Nuclear Non-Proliferation Treaty (NPT) was signed in 1968 as an international
regime to prevent proliferation of nuclear weapons beyond the existing nuclear weapon states at
that time. Currently, there are 190 signatories in the treaty who are committed either as a Nuclear
Weapon State (NWS) or as a Non-Nuclear Weapon State (NNWS) to prevent proliferation and

progress towards complete disarmament of nuclear weapons.



Previous Review Conferences since the indefinite extension of the treaty in 1995 revealed
that there are still significant disparities between the interest of the NWS and the NNWS that
need to be resolved in order to promote non-proliferation. As NWS, both the US and Russia have

vested interests in non-proliferation.

Recommendations
In order to strengthen the NPT, we propose President Obama needs to do following:

e Clarify the US position on nuclear disarmament and non-proliferation issue in the upcoming
Nuclear Posture Review (NPR) in March.

e Establish legally binding agreements on compliance with safeguards responsibility and for
withdrawal from the treaty.

e Sign and ratify other crucial treaties including new or existing agreements for START,
CTBT, and ABM.

Clarifying Nuclear Posture Review

The upcoming US Nuclear Posture Review must deviate from the past, outdated Cold
War politics. It should set the course of the US nuclear program towards complete disarmament
as President Obama has proposed in his Prague speech last year. The NPR should recognize that
there is no sense of retaining thousands of nuclear warheads to deter a Russian nuclear attack and
defend US forces or allies against conventional attack.® Furthermore, given the US conventional
military edge and the catastrophic effects of nuclear weapons, no circumstances can justify the
use of nuclear weapons to deal with a non- nuclear threat. The previous NPR in 2002 however,
still emphasizes on maintaining first strike nuclear capability that is highly offensive minded.

Even though the strategy is not specifically aiming against Russia, the ideology is still present in



which the nuclear weapon is heavily weighted in preemptively deterring any nuclear threat.
Therefore, the new NPR should reduce the role of nuclear weapons to a core deterrence purpose;
preserving nuclear weapons sufficient enough to deter others from using against the US or its
allies.

This posture would not only satisfy the Article VI NPT proposition to make progress in
disarmament, but also allow the stockpile of nuclear weapons to be reduced to hundreds rather
than in thousands. These reduced numbers are still sufficient enough to fulfill the negative
assurance responsibility (to deter others from nuclear attack on the US and its allies). The
People’s Republic of China, for example, has shown that they have and continue to be successful
in deterrence measures with little as 80 deployed ballistic missiles with warheads separately
stored.? If this posture were adapted, the US would be able to engage in talks with Russia to
reduce its nuclear warheads as a partner in global nuclear non-proliferation and not as a
competitor resonating from the Cold War era.

Establishing Binding Agreements on Compliance

Under the current NPT, there are no legal obligations for the signatories on the
safeguards of nuclear material. The issue of compliance with safeguards obligations is a vital
part of US’s involvement in the global nuclear nonproliferation regime. However, there is no
generic and legally binding resolution in place that the International Atomic Energy Agency
(IAEA) and the United Nations Security Council can implement in the case of noncompliance.
United Nations Security Council Resolution 1887, adopted in September 24, 2009, is a
significant but still inadequate step in the right direction. The resolution emphasizes that
noncompliance with proliferation obligations must be brought to the attention of the Security

Council. There are no legal obligations for the NPT signatories to follow the recommendations



contained in the resolution. The absence of binding agreements on the safeguard section can be
critical, as Iran has already posed threat on this matter. In order to handle Iran’s case, the foreign
ministers of France, Germany, and the United Kingdom (EU-3) had to broker a compromise
specifically for Iran in October 2003. Under that deal, Iran agreed, “voluntarily to suspend all
enrichment activities as defined by the IAEA” while the EU-3 tacitly promised not to support an
IAEA resolution referring Iran’s noncompliance to the Security Council.> Had there been a
generic resolution before the incidence, the IAEA and those countries would not have set the
precedent of undermining the IAEA (failing to report Iran’s noncompliance) that its
consequences are still eminent today.

The issue of withdrawal from the NPT is another critical threat to non-proliferation.
Under Article X.1 of the Treaty, any member state can withdraw from the NPT with 90 days’
notice. However, North Korea recently set a devastating precedent, withdrawing from the NPT
after being cited by the IAEA for noncompliance in 2003.* In the past, the Security Council has
issued specific resolutions for specific case/country based on the report of noncompliance from
the IAEA. The North Korea case destroys that process.

Therefore, we propose that the US should lead discussions in the Security Council to
formulate more generic and legally binding resolutions under Chapter 7 of the UN Charter
stating that a country’s withdrawal from the NPT after being found by the IAEA to be in
noncompliance with its safeguards responsibilities constitutes a threat to international peace and
security. This will strengthen the legitimacy of the IAEA, which has been bestowed with the UN
authority to detect and report unauthorized nuclear work in any non-nuclear weapon state that is
a signatory of the NPT. Furthermore, it will prevent any future misfortune from individual

negotiations that will de-legitimatize the non-proliferation mission.



Sign and Ratify other Important Treaties

In addition to these multilateral objectives to non-proliferation, the US should also
continue to collaborate with Russia in disarmament negotiations. There can be no success for
non-proliferation efforts without assurance for disarmament efforts. The US and Russia can
show their good faith by signing/ratifying a new START treaty, ratifying the CTBT, and
reengaging negotiations for a new ABM treaty. The last Review Conference in 2005 was highly
criticized for its inability to find compromise on any of the agendas.® By ratifying these treaties,
the Nuclear Weapon States will find common ground on disarmament issues. At the same time,
this will also convey a mutual gesture of willingness by the NWSs to work towards disarmament
as called for in Article VI of the NPT. This is the most fundamental way to earn the trust from
the other 185 NPT signatories in continuing to commit to the NPT and working towards a
common vision in non-proliferation and disarmament issues. The U.S. and Russia has made
progress in reducing the number of nuclear warheads from the Cold War era thus far, but there
needs to be more concrete measures to make a significant impact on the progress. Conversely,
the U.S. must lead the way by signing those treaties that has concrete measures such as SALT,
CTBT, and Fissile Material Cutoff Treaty. By taking these disarmament initiatives, the U.S. and

other NWSs will win the support of non-proliferation effort from the 185 NWSs.

Reconsidering the CTBT

Introduction
By striving towards better compliance within the NPT and renegotiating or ratifying US-

Russian arms control agreements, the US will also effectively participate in the Comprehensive
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Nuclear Test Ban Treaty (CTBT). The purpose of the CTBT is to stop nuclear atmospheric,
surface, subterranean, and submarine testing everywhere on the planet.® The Russian Federation
has already signed the treaty, but no ban goes into place until all 44 states listed in the treaty as

states with nuclear technology ratify the treaty, of which the US is included.’

Recommendations

e The United States must ratify the Comprehensive Nuclear Test Ban Treaty

Even without US ratification of the treaty, the verification component of the treaty is already
in effect

e Russia has already signed and ratified the CTBT

¢ Ratification of the CTBT would make further weapons development too costly and difficult

e CTBT in conjunction with the NPT would dramatically improve limits on nuclear
proliferation

The CTBT today

Even though the United States has not ratified the CTBT as of today, the Comprehensive
Nuclear Test Ban Treaty Organization (CTBTO) has already installed more than 300 monitoring
installations worldwide with 98% reliability of detection. The effectiveness of the nuclear test
monitoring system was demonstrated by these installations detecting the 2006 North Korean
subterranean test, which was considered to be a fizzle. A fizzle is the term of art used in
describing a nuclear test that did not reach the intended explosive power, which is measured in
megatons or kilotons of the equivalent amount of TNT. The sensor verification installations
include seismic, hydro acoustic, infrasound, and radionuclide, which can differentiate between

different activities, demonstrated in a CTBTO exercise that attempted to shield an explosion
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intended to be masked by a smaller mining explosion. Radionuclide sensors can detect whether
an explosion is natural, civilian, and or a nuclear weapons activity. All sensors can report in real
time to the CTBTO and CTBT member states, with the system centrally reporting to the
headquarters in Austria, that then disseminates the information in a synthesized manner to its
members.?

Whether or not the US ratifies the treaty, the verification factor of the CTBT cannot be
stopped, so the implications of testing a weapon for any state can still be costly, as we have seen
with the detection of the North Korean weapon test. It is no longer possible to secretly test
nuclear weapons anywhere in the world. Even without US ratification of the CTBT, the
repercussions would likely be dire with or without testing being conducted in the public eye, or
the attempt at being secret.

The US and Russia Today

The reasoning behind our recommendation of US support of the CTBT directly correlates
with the fact that Russia has already taken this step in the arms control relationship. We should
not fail to ratify this agreement. Russia and the United States have tested over 85% of the
world’s 2000 plus tests.” The safety and future of the world depends on a new path by these
former competitors regarding nuclear weapons testing. The advanced network already
established to monitor for a nuclear test is the best verification system with respect to actual tests
that any state or organization could hope to achieve. Russia and the US no longer face
ideological opposition from one another and even have extensive economic interactions.

As such, there is no longer any need for a nuclear force that is valuable only for
destroying one another. Nuclear weapons are so powerful that no state could comfortably

maintain a force posture that included them in their arsenal. The arms race began after WWIlI
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because former powers that ruled Europe were in pieces and the US and the USSR were the most
capable and powerful after the war. The nuclear weapons that the US used to end the war with
Japan became the object of power that would be able to help one of the aggressors overpower the
other as they developed newer and more powerful nuclear and then thermonuclear weapons. The
Cold War ended without any nuclear weapons actually being used on any other state. This
demonstrates the fact that nuclear weapons are no longer necessary components of any arsenal.
Maintaining a nuclear capable force has become more of a liability than an asset.

The CTBT as a Bar to Nuclear Development

The CTBT is one of the key components of complete denuclearization. If we can agree to
cease testing nuclear weapons, there will be a point where our current arsenals are too old to
maintain and we are not able to develop new weapons for the nuclear arsenal. Some parts of our
aging nuclear weapons can be replaced and repaired, like the radioactive tritium that only has a
twelve-year shelf life. But other components cannot be easily replaced without upgrading them.*®
Surrendering the right to test would prevent the US from verifying the capability of a weapon
and would make nuclear weapons an unviable tool of security. The CTBT is yet another case that
upon its ratification, we will reach a point of what could be no return with regard to modernizing
nuclear weapons. If we cannot test nuclear weapons for the future, those nuclear weapons will go
the way of the space shuttle.

While it is true that the CTBT will not go into effect until it is ratified by all states, the
United States should ratify the CTBT and then continue the moratorium on nuclear testing until
the CTBT is ratified by all necessary states. Dedication to the end of nuclear tests may be able to
lay the path for non-ratifying states to give up their nuclear weapons aspirations. Such a

commitment may seem fool hearty, but the United States has the most nuclear weapons of any
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state. Such commitments would therefore not be threatening in the preliminary stages of going to
zero even if the CTBT were never fully implemented as the US nuclear arsenal slowly aged.

CTBT NPT Cooperation

If the US joined Russia as a ratified member of the CTBTO and with both functioning
within the NPT, verification would be two fold. The IAEA would be able to ensure stocks within
the two cold war foes are safe and secure while dual use technology would be verified as
reserved for civilian purposes. Also, the two states would be able to feel secure more if the other
is not proliferating nor developing new weapons since it is so difficult to develop new
technology without testing the technology.” This would diminish the likelihood of the
inclusions of nuclear forces presence in the US and Russia force postures.

A credible enforcement regime would require extreme multilateral cooperation because a
nuclear police force would have considerable sovereignty implications for states that have signed
on to the agreement. Accepting this loss of nuclear weapons sovereignty would likely be enough
for states to give up programs that had been established their own nuclear weapon abilities, and
would not require the ban on atomic energy or research. Nuclear power and research is not
something to be left behind with nuclear weapons, when they can yield powerful civilian
benefits. Creation of mandatory safeguards for technology and ensuring that no fissile material is
adequate to build a weapon would be a goal of this multilateral enforcement regime. If a state is
not complying with enforcement regulations, it will face opposition of the denuclearized

world as a whole, particularly neighboring states.
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The FMCT

Introduction

The Fissile Material Cutoff Treaty (FMCT) is a treaty that has been discussed as a
possibility to the future of counter proliferation. Its goal would be to limit the production and
proliferation of the material necessary to manufacture a nuclear weapon. Fissile material is the
critical component of a nuclear weapon that makes it a nuclear. A nuclear weapon is a device
that causes a critical mass of materials like enriched uranium or plutonium to go into a fission
reaction that causes an explosion. By limiting the critical components of these weapons, we

would be able to prevent their construction.

Recommendations
e Negotiate an FMCT
e Create fissile material limits

Neqgotiate FMCT

As early as 1995 a treaty discussing the limitation of fissile materials had been in
discussion, but there has never been any actual treaty negotiation.® The best option for nuclear
futures would be to negotiate an actual FMCT that would create international regulations for the
fissile materials necessary for making a bomb. However, the treaty would not limit the
production and distribution of low enriched fissile materials that are necessary for nuclear

energy.
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Fissile Material Limits

The FMCT would by design limit the materials that have been previously discussed.
Experts believe that the primary factor in developing a nuclear weapon is in obtaining the fissile
materials. By ensuring weapons materials, like plutonium are not manufactured, and dual use
materials like uranium 233, enriched only to levels satisfactory for power needs, it would

become far more difficult to manufacture a weapon, in any capacity.™

Renegotiating START

Introduction

Renegotiating a Strategic Arms Reduction Treaty (START) agreement is essential to
securing a political route of denuclearization, as it continues the significant reduction in arms
achieved by START |1, supports a positive arms control relationship with Russia and sends a
message of dedication and reliability to the world. The fast approaching White House
disarmament negotiations this April represent an important deadline; resigning this treaty before
these talks should be made a priority and to do so we must remove impediments (such as the
Russian concerns over the US defensive missile system). We therefore recommend the resigning
of START with a level of arms reduction consistent with the first agreement (80% reduction),
bringing warhead levels to 1200 and vehicle levels to 880. In order to secure this agreement’s
timely approval, we also recommend the inclusion of a defense missile agreement limiting

development to immediate-range missile protection.
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History

For the first time in 40 years, the US and Russia are without a standing arms control
agreement. START | expired December first 2009 and the political pressure to fill the void have
been building. Although President Obama and Prime Minister Medvedev agreed to “honor the

14 of START | until a new agreement was reached, their unofficial deadline (the end of

spirit
2009) passed without a new agreement being signed. This tenuous and unofficial political
understanding is beneficial to no one; the sooner an agreement can be reached the better.

With the expiration of START 1, however, there is an opportunity to reaffirm the
commitment to significantly reduce arms. The success of the START I is largely agreed upon. A
bilateral agreement signed by the U.S. and the USSR in 1991, it effectively led to the decrease of
deployment devices and the deactivation of 80% of nuclear weapons in existence at the time of
the treaty’s signing.” Even after the agreement’s final implementation in 2001 and expiration in
December 2009, it remains a backbone of arms control relations between the US and Russia; the
two nations have agreed to keep the treaty in force until the agreement of a successor. Bearing
this in mind, we believe that both nations renegotiating and resigning the treaty with lowered
levels is both a feasible and important step towards total disarmament.

The Next Step

The original START was signed by General Secretary Gorbachev and President Bush Sr.,
and began implementation in 1994. Specific limits on certain devices were outlined; aggregate
limits amounted to 1,600 Strategic Nuclear Delivery Vehicles (SNDVs) and a ceiling of 6,000

warheads on the SNDVs.'® The time frame for completion was no more than 84 months after

entry into force of the treaty.
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Unlike the Strategic Offensive Reduction Treaty (or SORT, the Bush Administration’s
attempted START successor) START | also outlined methods of verification and
communication. The verification and communication mechanisms described in START are fairly
comprehensive; it establishes a complex and intrusive verification regime to help verify
compliance, permitting OSI, production monitoring, notification, data exchanges and cooperative
measures to enhance National Technical Means (NTM) of verification. These measures are
essential to establishing trust and ensuring compliance with the requirements of the treaty. Any
renegotiated START should maintain these provisions.

The failure of SORT is testament to the importance of verification measures. SORT,
which came into effect in 2003, provides no verification process, no penalties for withdrawing
from the agreement (a process merely involving three months written notice), and does not
require that the arms reductions attained be permanent. This lack of obligation, in addition to
reducing the incentive for effective reduction, suggests to the world that there is little real
dedication to disarmament on either side. To avoid such hollow gestures and the message of
limited commitment it implies, the verification provisions outlined in START | should be
maintained and even expanded. This way, both the US and Russia can demonstrate their
commitment while expanding the process of disarmament to a global scale.

This demonstration of commitment is not simply political gesturing. The US’s
withdrawal from the ABM treaty may have directly contributed to the failure of the START Il
treaty proposed by President Bush Jr. Russia claimed that the withdrawal nullified their previous
agreement, and quickly withdrew from it themselves. A reliable and strong dedication from the
United States, both to any revised START treaty and to other international disarmament

agreements, will provide assurance of motivation and secure the success of any arms control
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process. We believe enhancing or at least maintaining the verification provisions in the treaty
will be essential to this process.

Ensuring START Approval

In the build up to the denuclearization conference in April 2010, the major threat to US-
Russian negotiations is the unsure future of the US missile defense system. Russia has expressed
concern over the program, particularly Obama’s plan to expand deployment systems throughout
Europe.’’ The US Ambassador to Russia has stated that the US only has plans to develop
immediate range missiles; Russia lacks these missiles, while Iran has been working to build
them. This defense plan is less objectionable to Russia, but the lack of guarantee is still
unsettling. In order to ease the resigning of the treaty, an assurance that the US will produce only
immediate range missile defense systems should be included in the new START agreement. This
will increase the likelihood of Russia agreeing to a new START, accelerate the signing of the
treaty, and set an optimistic tone for the denuclearization talks in April.

The US and Russia began the process of renegotiating START I at a conference in July of
2009. They agreed to maintain the levels of START I until a new agreement was reached, and
began discussion of what a START 11l would accomplish. Numbers were loosely agreed upon,
namely a warhead cap of 1500-1675 and a deployment vehicle limit of “around 800.'2
Although the vehicle limit is consistent with the decrease seen in START 1 (880 represents 80%
of the current levels) the warhead limit is not. This represents a missed opportunity to continue
the success of START I; when the final agreement is reached, we should maintain the 80%
decrease in warheads (taking levels from 6,000 to 1,200 or below). Continuing the positive
tradition begun by START | is an easy and obvious step we can take to secure a path to

denuclearization.
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Future Goals

Considering the success of the START |, we have justification to set optimistic
disarmament levels in a revised START agreement. Moving from the levels achieved by
START I, we believe an additional 80% decrease in warheads and vehicles in a time span not to
exceed 84 months is achievable. Signing other international agreements (such as the ABM treaty
and the NPT) would garner support for this scale of disarmament.

The missed deadline for a new START agreement puts increased importance on the
approval of a new agreement by the current April 2010 deadline. If the nonproliferation and
disarmament conference comes and goes without a new agreement with Russia, the United
States’ credibility will be reduced and the positive momentum from the success of START I will
further fade. It is essential that we make every effort sign a new treaty as soon as possible and at

reductions levels that represent a reliable commitment to total disarmament.
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Human Rights Sub Group Report

Introduction

Over the last 19 years the Russian Federation has made significant progress in reforming
its institutions to meet the standard of democracy advocated by Western countries. It has gone
from a totalitarian state with limited regard for human rights, to being a member country of the
European Court of Human Rights. This is a testament to their dedication to the protection of
human rights, as this membership allows for the supervision of an outside body with regard to
Russia’s protection of human rights guaranteed in the Russian Constitution, the European
Convention for Human Rights and the Universal Declaration of Human Rights.

Furthermore, membership in this body also allows for the European Court of Human
Rights to bring claims against the Russian government, which entails monetary fines, in
instances where the Russian Federation neglects their duty to protect their citizens’ rights and the
Constitutional Court of the Russian Federation fails to establish and enforce an effective remedy.
Despite the progress made by the Russian Federation in protecting the rights of its citizens, there
remain areas where human right abuses still persist. These cases include infringements on the
religious freedom of Russian citizens, racial discrimination of minorities, neglect of child welfare
and trafficking of individuals into and out of the Russian Federation. These issues are important
to the US because of the implications they have on freedom and democracy and international

security.
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Recommendations

Should be willing to allow the international community to promote and enforce the rights of
children by assisting Russia in transforming its system from an institution-based to a
community-based service and education system. With such aid, the Russian Federation may
be able to convert their social welfare system to one that has the ability to comply with the
human rights obligations Russia has committed itself to follow.

Allow international organizations to take part in deciding when parent’s rights should be
terminated, along with aiding in the construction of a new policy regarding the placement of
these children by the Russian court system.

The Russian government needs better tracking on cases and prosecution of traffickers to
show improvement and scale of the operations. Many cases are filed under illegal
immigration which skews the statistics on cases and prosecution, which in turn hinders
progress made in eliminating human trafficking. Reclassification of the case types also
prevents investigators, prosecutors and judicial staff to get familiar with these types of cases
to better prepare for future cases. By not investigating and prosecuting under the human
trafficking classification under article 127, the Russian Federation is in fact ignoring the issue
while trying to appear as if something is being done.

Increase transparency in the investigations and punishing of human trafficking offenders on
both the Russian side as well as the American side. This will show the Russian people, as
well as the world, that Russia and the US are taking the issue seriously and will follow
through with the accords created to combat the trafficking of humans from and through its

territory.
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Strategies aimed at preventing trafficking should investigate the root causes of human
trafficking. Inequality, poverty, discrimination, and prejudice are all factors that affect the
vulnerability of the potential victims. Improvements in social services and infrastructure
would help eliminate the desire to go abroad. Jobs, health and other social services are
needed and the United States can aid in these efforts by providing aid and intelligence.

The Russian Federation should also provide adequate training to law enforcement officials on
how to identify and handle human trafficking cases as well as give these cases more priority.
Once victims are found, there should be ample government sponsored services for victims of
human trafficking to assist them in readjusting into life. Victims can need medical as well as
psychological aid and currently the NGOs are the chief providers of this service. NGOs do
not have sufficient funding or resources to care for the victims and the Russian Federation
should provide this for their citizens.

Continue to support US democracy assistance programs to Russia;

Focus more on “rule of law programs”;

Continue to provide funding for technical assistance in the areas such as legal reform and
human rights;

Support efficient and thorough training and exchanges of Russian and American judges,
judicial professionals and lawyers in the area of judicial education and governance, ethics,
and court administration to make the judicial system more transparent and independent;
Continue funding the American Bar Association’s Central European and Eurasian Law
Initiative and the Russian American Judicial Partnership to strengthen the rule of law in
Russia;

Fund legal components of NGO’s to help with lawsuits;
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Fund leaders in the legal profession to help “form a strong, independent bar association in
Russia, and to mobilize its members to focus particular effort on protecting the rights of
vulnerable groups in the population, and in creating the legal climate in which NGOs and
community groups can thrive;”*% %

Impress upon the Russian government that, as a responsibility of membership to the
European Convention on Human Rights and other international human rights organizations,
it must provide its judiciary, law enforcement and local governments access to and education
about the materials produced by these organizations, such as the articles of the ECHR
charter, so that they may know what kind of standards and obligations Russia has undertaken
in connection to the promotion of human rights;

Remind the Russian government that, according to statements it made in a 2009 report
submitted to the UN Human Rights Council, international conventions to which it belongs
take precedence over national legislation, and encourage the Russian government to elevate
its national legislation regarding human rights to meet the principles and standards of these
international conventions;* and,

Facilitate the issuing of visas for Russian citizens, especially Russian students attending U.S.
universities and officials participating in training, with the hope that they will return to

Russia carrying a newfound respect for democratic ideals.
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Human Trafficking in the Russian Federation

Introduction

Human trafficking is an urgent issue that requires cooperation from all nations as well as
international organizations and non-governmental organizations. The UN High Commissioner
for Human Rights has estimated that over 500,000 men, women and children have been
smuggled out of Russia illegally since the collapse of the Soviet Union. The dramatic rise in
persons trafficked puts the Russian Federation in a vulnerable place in the world as Russian
citizens are coerced, tricked and kidnapped out of the country and citizens from abroad are
moved through the vast Russian territory. Once sold, these men, women, and children are forced
into manual labor or prostitution. The Russian Federation has transformed over the last twenty
years to not only a country of origin for human trafficking but also as a destination. The porous
borders allow for easy transit in and out of the country and cities such as Moscow and St.
Petersburg are popular transit cities with safe houses created for the transportation of people
through the country. Women, mostly from impoverished areas, are tricked or kidnapped into the
human trafficking system, promised a good job or an education, but really wind up in the sex
industry.?

Much of the human trafficking is controlled by crime groups known as mafia. These are
not the traditional mafia families, but can range from small groups to a bigger organization. This
type of organized crime is one of many factors that could contribute to an unstable Russian
Federation. Stability is a key necessity for the United States-Russian relations. The United
States needs Russia to be a civil society to secure more trade and investment, as Russia is the

twelfth largest market in the world.?® With their large population, there are opportunities for
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businesses to sell to Russia as well as invest in production within Russia. With an image of
persistent human rights abuse and the consistent illegal transportation into and through the
country, Russia is not creating an environment attractive to investors. Along with a desire for
economic growth, in the early 1990s the United States attempted to forge a relationship with
Russia to help it get on track to a capitalist, democratic society. Treaties have been signed by
both parties and the enforcement of these agreements should be followed. Only with US-
Russian cooperation can the United States handle this difficult challenge as well as open roads
for cooperation in regards to terrorism, climate change, drug trade, and nuclear non-proliferation.
These are all important issues of interest to the United States and the more civil stability that
exists within the Russian Federation; the easier it will be for the United States to engage Russia
in cooperative efforts.

The Russian Federation has enacted laws to combat the human trafficking situation as the
issue continues to make headlines and cause concern for Europe and other allies. President Putin
introduced anti-trafficking legislation that passed in 2003 making trafficking of people illegal
and established a punishment. This prompted the United States Department of State to move
Russia from a category three, a group not addressing the problem, to a category two, meaning
Russia is making some, though still inadequate, efforts to combat the issue.** The following
year, Russia had ratified the UN Palermo Protocol. The protocol committed Russia to prevent
and combat human trafficking and also to provide assistance to victims.?

However, the exploitation of people continues. Article 127 of the Russian Federation
Criminal Code prohibits the trafficking of humans and gives a punishment of up to fifteen years
for violation of this code. This code has not detracted this booming industry, mostly due to the

complex nature of catching the offenders as well as the low priority assigned to this task.
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Victims of trafficking are sent to Turkey, Greece, South Africa, Germany, Poland, Israel,
Vietnam, Thailand, Australia, the Middle East, and the United States.”® Many of these
destination countries are allies of the United States. Thus, the United States is able to exert its
influence in conducting international cooperation to reduce the number of victims.

Since passing article 127, the instigations on human trafficking cases has been few and
the sentences imposed have been fewer. There are various factors that contribute to this low
number, including the complexity of offences, lack of consistency in the investigations and the
low priority assigned to them. In 2004, under article 127 there were eighteen cases that went to
trial under human trafficking. Of these eighteen, only seven verdicts were made regarding nine
people. Two of these people were acquitted but the others were only found criminally
accountable for crimes other than human trafficking. Frequently, the classification of the human
trafficking crimes is changed during the investigation of organized crime, forgery, management
of brothels, rape, or involvement in prostitution.

In March of 2001, Oxana Rancheva was trafficked to Cyprus on an artist visa to work in
a cabaret but quit after three days. Her note indicated she was going back to Russia. When the
cabaret owner found her he took her to the police to have her declared an illegal immigrant but
the police found no evidence that she was illegal. One hour later, Rancheva was found dead. It
was concluded that she fell off the balcony while trying to escape. The ECHR fined Russia’s
lack of actions in this case as Russia failed to investigate how and where the victim was recruited
and hold those people accountable. This fine from the ECHR only came about because the
father of the victim pressed the ECHR on the issue and took nine years to occur.?’

The lack of government interest in finding the traffickers and holding them accountable

to the human rights standards that the Russian Federation agreed to shows how low of a priority
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human trafficking is. The cabaret owner wanted this woman deported so that he could purchase
another woman for prostitution. His presence at the police station in Cyprus could have been a
start to an investigation in bringing down the organization involved in trafficking women from
Russia to Cyprus.

In 2004, two Russian citizens were charged for the recruitment of three minor girls they
transported to Moscow and forced into the prostitution ring. Instead of being prosecuted for the
human trafficking, these men were charged for “organization of prostitution with involvement of
a minor”.”® In fact, between 2004 and 2005, there were only four prosecutions with no one
sentenced to more than seven years imprisonment.?

The United States does not have a much better history in regards to prosecution of human
traffickers. From 1996 to 2000 there were four cases of human trafficking busts in the United
States where illegal Russian women were being held. None of the accused traffickers were
prosecuted.®® Actions like this show the Russian Federation that the United States does not put a

priority on the lives of these people and hence will not pressure Russia to increase prevention

and punishments to end this problem.

Recommendations

e The Russian government needs better tracking on cases and prosecution of traffickers to
show improvement and scale of the operations. Many cases are filed under illegal
immigration which skews the statistics on cases and prosecution, which in turn hinders
progress made in eliminating human trafficking. Reclassification of the case types also
prevents investigators, prosecutors and judicial staff to get familiar with these types of cases

to better prepare for future cases. By not investigating and prosecuting under the human
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trafficking classification under article 127, the Russian Federation is in fact ignoring the issue
while trying to appear as if something is being done.

e Increase transparency in the investigations and punishing of human trafficking offenders on
both the Russian side as well as the American side. This will show the Russian people, as
well as the world, that Russia and the US are taking the issue seriously and will follow
through with the accords created to combat the trafficking of humans from and through its
territory.

e Strategies aimed at preventing trafficking should investigate the root causes of human
trafficking. Inequality, poverty, discrimination, and prejudice are all factors that affect the
vulnerability of the potential victims. Improvements in social services and infrastructure
would help eliminate the desire to go abroad. Jobs, health and other social services are
needed and the United States can aid in these efforts by providing aid and intelligence.

e The Russian Federation should also provide adequate training to law enforcement officials on
how to identify and handle human trafficking cases as well as give these cases more priority.

e Once victims are found, there should be ample government sponsored services for victims of
human trafficking to assist them in readjusting into life. Victims can need medical as well as
psychological aid and currently the NGOs are the chief providers of this service. NGOs do
not have sufficient funding or resources to care for the victims and the Russian Federation

should provide this for their citizens.

Religious Freedom
Since the fall of communism, the Russian Federation has gone through a complete social,

economic and legal transformation. In these areas there has been much positive change that
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continues to bring it in line with other western countries. Despite these reformations, there has
been continuing problems in the area of human rights, specifically the protection of religious
freedom. Much of the problem stems not only from 70 years of enforced atheism in the USSR,
but also from a deeply entrenched tradition of Orthodox Christianity, which was officially
adopted in Russia in the tenth century.®*

In the 1990s, a rise in Russian nationalism occurred during the transformation of Russian
society from a state socialist to post-socialist society. Part of this nationalistic tendency was to
emphasize all things historically that were “Russian”, including the Russian Orthodox religion.
Naturally this emphasis on a Russian religion promoted antagonism toward many other religions
seen as foreign. The rising internal tension came to the attention of the international community
when in 1997, tensions between the Russian Orthodox Church and specific minority religions
boiled over, resulting in the passage of a law titled “On Freedom of Conscience and Religious
Associations”.** According to the law, all religions that had not been established for 15 years
were denied the right of replacing military service with civil service for church members, the
right of priests not to be drafted, the right to establish educational facilities, the right to have
foreign representation, the right to perform religious services in hospitals, orphanages and
prisons, the right to buy and export religious literature, audio, and video recordings mass media
and the right to invite foreign citizens to perform religious and missionary activities.*

The law exempted the Russian Orthodox Church and other “long established religions”
Islam, Buddhism, and Judaism from complying with this law as they were afforded a “special
role”.  All other religions were greatly impacted because fifteen years prior to 1997 the
Russian Federation was under a communist government, which strictly limited religious practice.

This law, according to the Slavic Center for Law and Justice was in direct contravention of seven
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provisions of the Russian constitution including freedom of religion, right to freely assemble and
freedom of expression.*® There were appeals by several religious organizations, three of which
are discussed in the case study below, to the Constitutional Court regarding the constitutionality
of this law. The results of these appeals however, had little impact on the enforcement of the
law. This is because of the lack of stare decisis-adherence to the Rule of Law and weakness of
the judiciary. Traditionally, according to James Apple and Robert Deyling in A Primer on the
Civil Law System, in a civil law tradition, as distinguished from common law, the law is not
developed based upon previous rulings, known as the principle of stare decisis; rather law is
developed from the legislative body only.*

The adherence to the rule of law is also a big problem within the Russian Federation,
especially when it comes to rights cases. Robert Pope explains that the problem lies in Russian
culture and developed out of a history of autocratic and socialist rule for the past 1000 years.
During both periods, it was common practice for those in authority or, those with enough
“contacts” or money, to escape prosecution by the law. Pope illustrates this fact when he states
that “prior to the fall of Communism, neither the tsars nor the commissars were bound by the

» 3" Finally, the strength of the judiciary plays a large role in determining the effectiveness

law
of the legal system. In the specific instance in question, the Constitutional Court deferred to the
legislature, rather than asserting their constitutionally granted authority to overturn the law.

Legal and Constitutional Protections

According to Article 17 of the Constitution of the Russian Federation “rights and
freedoms of man and citizen according to the universally recognized principles and norms of
international law and according to the present Constitution” shall be upheld.*® Furthermore,

Article 19 states The State shall,
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guarantee the equality of rights and freedoms of man and citizen, regardless of...
religion...[that] all forms of limitations of human rights on social, racial, national,
linguistic or religious grounds shall be banned [and that] Man and woman  shall
enjoy equal rights and freedoms and have equal possibilities to exercise them.*

These provisions clearly afford protection for all religions within the Russian Federation.
Regarding the 1997 law passed by the Duma restricting the actions of specific religions, the
following are the provisions in the Russian Constitution that are violated by this law.
Specifically the restriction of dissemination of religious material specified within the law
contradicts the rights guaranteed by Article 29 and the right to freedom and expression of
religious beliefs guaranteed in Article 28. Article 28 states that,

Everyone shall be guaranteed the freedom of conscience, the freedom of religion,

including the right to profess individually or together with other any religion or to

profess no religion at all, to freely choose, possess and disseminate religious and
other views and act according to them.*

Furthermore, Article 29:4 declares that,
Everyone shall have the right to freely look for, receive, transmit, produce and

distribute information by any legal way. The list of data comprising state secrets
shall be determined by a federal law.**

The next few articles deal specifically with the responsibilities of the government to protect these
rights and the responsibilities of the judicial system to take action if these rights are violated.
Furthermore, the right of the individual to appeal not only at the domestic level if their rights are
abridged, but also at the international level to international bodies that protect the freedoms and
rights of individuals.

Article 45: 1-2 states that, “State protection of the rights and freedoms of man and citizen
shall be guaranteed in the Russian Federation”.*? “Everyone shall be free to protect his rights
and freedoms by all means not prohibited by law”.** Article 46: 1-3 says, “Everyone shall be
guaranteed judicial protection of his rights and freedoms”.** “Decisions and actions (or inaction)

of bodies of state authority and local self-government, public associations and officials may be
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appealed against in court”.*® “Everyone shall have the right to appeal, according to international

treaties of the Russian Federation, to international bodies for the protection of human rights and

freedoms, if all the existing internal state means of legal protection have been exhausted”.*®

Since the Russian Federation is a signatory to the European Court of Human Rights, they
have agreed to also uphold the rights outlined in several provisions of the “Convention for the
Protection of Human Rights and Fundamental Freedoms”. Article 9: Freedom of Thought,
Conscience and Religion states,

Everyone has the right to freedom of thought, conscience and religion; this right
includes freedom to change his religion or belief and freedom, either alone or in
community with others and in public or private, to manifest his religion or belief,
in worship, teaching, practice and observance*’. Freedom to manifest one’s
religion or beliefs shall be subject only to such limitations as are prescribed by
law and are necessary in a democratic society in the interests of public safety, for
the protection of public order, health or morals, or for the protection of the rights
and freedoms of others.*®

Avrticle 10: Freedom of Expression says,

Everyone has the right to freedom of expression. This right shall include freedom
to hold opinions and to receive and impart information and ideas without
interference by public authority and regardless of frontiers. This article shall not
prevent States from requiring the licensing of broadcasting, television or cinema
enterprises.*® The exercise of these freedoms, since it carries with it duties and
responsibilities, may be subject to such formalities, conditions, restrictions or
penalties as are prescribed by law and are necessary in a democratic society, in
the interests of national security, territorial integrity or public safety, for the
prevention of disorder or crime, for the protection of health or morals, for the
protection of the reputation or rights of others, for preventing the disclosure of
information received in confidence, or for maintaining the authority and
impartiality of the judiciary.®

Article 11: Freedom of Assembly and Association claims,

Everyone has the right to freedom of peaceful assembly and to freedom of
association with others, including the right to form and to join trade unions for the
protection of his interests.® No restrictions shall be placed on the exercise of
these rights other than such as are prescribed by law and are necessary in a
democratic society in the interests of national security or public safety, for the
prevention of disorder or crime, for the protection of health or morals or for the
protection of the rights and freedoms of others. This article shall not prevent the

33



imposition of lawful restrictions on the exercise of these rights by members of the
armed forces, of the police or of the administration of the state.>

Interestingly, this convention not only requires states to uphold the rights proscribed here,
but also to adhere to the rights described in the “Universal Declaration of Human Rights”
proclaimed by the UN General Assembly in 1948. Articles 18 and 19 of that Declaration are
particularly relevant, Article 18 states,

Everyone has the right to freedom of thought, conscience and religion; this right

includes freedom to change his religion or belief, and freedom, either alone or in

community with others and in public or private, to manifest his religion or belief
in teaching, practice, worship, and observance.*

Article 19 continues,
Everyone has the right to freedom of opinion and expression; this right includes

freedom to hold opinions without interference and to seek, receive and impart
information and ideas through any media and regardless of frontiers.>*

Case Studies

The first case is Jehovah’s Witnesses and the Christian Church of Praise v. Russia
243/2001, Russian Constitutional Court, (2001).> In this case, the plaintiffs, the Jehovah’s
Witnesses and the Christian Church of Praise, filed for re-registration in accordance with the
1997 law. Both churches were unable to prove continuous presence in Russia for the required 15
years, and were therefore, denied registration. They were then required to be a religious group,
which meant they lost all the rights previously mentioned that are afforded to registered religious
organizations.

Accordingly, these groups appealed all the way to the Constitutional Court. The court
ruled that religious associations “which do not possess a document proving their existence at
least 15 years are to enjoy the rights of a legal person on the condition of re-registration every
year until the expiration of the designated period. Instead of discussing the constitutionality of

the actual law, they examined the constitutionality of the contested article 9.1, where they ruled
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that the Law provides two ways of establishing a local religious organization.® Groups may
either prove that they are part of a centralized religious organization, or they may present
evidence of fifteen years presence in Russia.

The Court reasoned that Article 27 is constitutional and does not violate the rights of
organizations. While the court secured the rights for the individual religions that brought suit
they did not nullify the unconstitutional law thereby securing rights for all. In fact, according to
Marina Thomas “the Court deliberately interpreted Article 27 in ways that avoided a ruling of
unconstitutionality” thereby deferring to the legislature to determine unconstitutionality.>’

The next case is the Salvation Army v. Russia. 43-44/2001, Russian Constitutional Court,
(2001).® In this case, the Moscow branch of the Salvation Army applied for re-registration
following the 1997 law but was unsuccessful for spurious and illegal reasons. On December 31,
2000, the time limit for re-registration specified by the law expired. According to the law, all
organizations that failed to re-register were liable for dissolution.*®

At this point, in September 2001, the Salvation Army lodged a complaint before the
Constitutional Court, arguing that it was unconstitutional to dissolve an organization for failing
to re-register. The Constitutional Court ruled that “re-registration of a religious organization
could not be made conditional on the fulfillment of requirements that were introduced by the
Religions Act and had not legally existed at the time of the founding of the organization”.60
They furthermore declared that “the dissolution could occur only if the organization ceased its
activity or had engaged in unlawful activities; dissolution should not be based on ‘formal
grounds’ such as the failure to re-register”.®* Though the dissolution order was dismissed in
response to the ruling from the Constitutional Court, the Salvation Army was still refused re-

registration.
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As such the Moscow branch of the Salvation Army filed a complaint with the European
Court for Human Rights. After reviewing the facts, the Court found that Russia “interfered with
the freedom of association through the re-registration process”.> The Court then declared that
there is “no reasonable and objective justification for a difference in treatment of Russian and
foreign nationals from being founders of Russian religious organizations”.*® This case is
important in that the European Court reiterated the inherent right under Russian law to form an
association as a legal entity.

Despite the guarantees in the Russian Constitution, the European Convention on Human
Rights and the Universal Declaration of Human Rights, there continues to be abridgments of
those rights when it comes to protection of the freedom of religion and religious expression.
This perhaps is rooted Russia’s legacy of totalitarian domination of all parts of society including
religion. Perhaps it was simply a flare-up of Russian nationalism that may be resolved.
Whatever the outward reason, these abridgments were caused by the lack of adherence to the rule
of law, a weak judiciary and the lack of stare decisis. Only by instituting and instilling these

principles can the Russian people be protected from this law and, more important, the laws that

succeed this one that may be even more restrictive.

Recommendations

e Continue to support US democracy assistance programs to Russia;

e Focus more on “rule of law programs”;

o Continue to provide funding for technical assistance in the areas such as legal reform and
human rights;

e Support efficient and thorough training and exchanges of Russian and American judges,
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judicial professionals and lawyers in the area of judicial education and governance, ethics,
and court administration to make the judicial system more transparent and independent;

e Continue funding the American Bar Association’s Central European and Eurasian Law
Initiative and the Russian American Judicial Partnership to strengthen the rule of law in
Russia;

e Fund legal components of NGO’s to help with lawsuits; and

e Fund leaders in the legal profession to help “form a strong, independent bar association in
Russia, and to mobilize its members to focus particular effort on protecting the rights of
vulnerable groups in the population, and in creating the legal climate in which NGOs and

. . > 64
community groups can thrive”.

Child Welfare

Child welfare in the Russian Federation is a pressing issue that deserves the attention of
the United States government. The topic of child welfare is a term used to assure that the
children of a nation are secured their basic human rights. According to the United Nations
International Children's Emergency Fund 1946 (UNICEF), “protecting children from violence,
exploitation, and abuse is an integral component of protecting their rights to survival, growth,
and development”.®® There are many pressing issues within the Russian Federation regarding
child welfare and a protective environment for Russian children, specifically orphans and
abandoned children, which demonstrate the urgency for a resolution. These critical issues that
the Russian Federation needs to resolve are: the extreme neglect of children with disabilities, the
improper placement of children in institutions, and the human rights violations that these Russian

institutions practice. Through following these policy recommendations, Russia will be able to
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convert from an ineffective Soviet-style arrangement that was an “extensive institutional system
of services and education for children that unnecessarily and improperly segregates them from
society” to a more humanitarian arrangement.®® This newfound culture of fostering the basic
needs of children will generate a stronger Russian nation through building on the importance of
family-based values. By recognizing the importance of the youth in their nation, Russia will be
able to produce a society with citizens who can reach higher levels of education as well as social
welfare.

The International Convention on the Rights of the Child 1989 (CRC) established a set of
non-negotiable standards and obligations pertaining to humanitarian law that are to be respected
by all signatory governments. The CRC makes the assertion that if national child protection
systems, protective social practices, and children’s own empowerment is coupled with good
monitoring, it will establish a protective environment and enable countries, communities, and
families to prevent and respond to violence, exploitation, and abuse.®’

The humanitarian abuses committed against children by the Russian Federation violate
the standards put forth by the CRC, and despite the appointment of Alexei I. Golovan by
President Dmitry Medvedev to the newly created post of Child Rights Ombudsperson at the
national level in October 2009, fulfilling Russian obligations to protect child rights under the
CRC is going to take an immense amount of effort. Through observing case studies pertaining to
child welfare in Russia in the context of orphaned children and the correlated institutions legally
responsible for the protection of such children, it is evident that the Russian Federation needs to
commit itself to a new policy of promoting the maximum possible community involvement and

family support for all children.
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The institutionalization of disabled and non-disabled children in the Russian Federation is
a substantial issue that should be addressed. There is a continuous placement of Russian children
with no disabilities into institutions for children with disabilities as a result of children that are
the product of a “troubled” family or from being abandoned. When children are institutionalized,
they are deemed as “disabled” so that they are allowed to reside in a “specialized” institution.®®
According to socwork.net, services that are administered at these institutions could easily be
provided to children in their homes if transportation was freely available or if service systems
were de-centralized.®®

These institutions, however, have made no serious effort to keep children with their
families. A common depiction of what a “troubled” family represents to Russian law is parents
who are disabled, alcoholic, or “unfit”.”®The most pressing concern with the institutionalization
of non-disabled children lies within the legal process and how the court rules parents “unfit” and
terminates the parents’ rights to their child. The verdict regarding the initial placement of a child
into an institution is only one step in a chain of decisions. There are two options for placement,
either a child is disabled and the parents maintain their rights, but cannot provide adequate care
for the child, or parental rights are terminated by the Guardship Commission and the child is
placed into an institution.

The termination of parental rights and the involuntary placement of a child into a
neglectful institution is a critical concern. The Russian government is removing children from
their home environments with suspicions of neglect, and legally resolves this by placing them in
an inefficient institution that will subject children to an equal if not a greater amount of neglect.
There are no legal norms for disputing the decision of exemption by the Guardship Commission,

which is an interagency service under the local government authority. The Guardship
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Commission tends to make a restrictive orientation toward parents under review, and many
parents have reported that inspectors threaten to take their children.
Case Study

Through collecting data, the Russian Supreme Court was able to display the dramatic
increase of parental rights termination from 1999 to 2006, from 30,000 cases to 70,000 cases,
which led President Dmitry Medvedev to comment that parental rights termination rulings are
too restrictive. The termination of parental rights in Russia is only more detrimental to their
welfare. The organization Human Rights Watch (HRW) asserts that many of the children in
Russian institutions do not need to be there at all, and could be better cared for at home, or in
foster homes, at a considerably less expense.

HRW stresses the severity of this situation in stating that, “the population of these

orphanages is far too high and it’s growing”"*

(www.hrw.org) as well as acknowledging that
even “normal” abandoned children whom the state evaluates as intellectually competent of
functioning on a higher level are prone to physical, mental, and sexual abuse when placed in an
institution.”” Nongovernmental organizations and independent professionals metaphorically
describe the placement of children into institutional care as “the staircase leading below”. There
are very negative impacts associated with child institutionalization in Russia, such as poor
intellectual and physical stimulation, and once a child is placed into an institution, “it is very
difficult to return a child from the downward staircase”.

The issue of excessive institutionalizing children in Russia can be resolved through the
creation of support services in the community and preventative measures that are aimed at

bolstering the family unit. Along with strengthening the community, the Russian Federation can

expand the existing foster care system so that children who are separated from their parents by
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Russian courts can be implanted in a better environment that is more suitable to their needs than
their current placement in institutions.” Through being placed in a foster home, these children
are more likely to have access to the rights assured to them by international conventions like the
CRC.

Legal Protection

Through correlating this case study of Russian child welfare to the implications assumed
under Russia’s acceptance of the CRC, it is apparent that there are numerous human rights
obligations being neglected by the Russian Federation. In November 2009, UNICEF launched a
number of public service announcements educating Russians about the current child welfare
dilemma. In this announcement, UNICEF revealed that:

“(1) Child mortality rates in Russia are still four times higher than in Western

Europe. (2) Many Russian children still live outside of the family unit, despite

progress in developing family-style alternatives to institutionalization; 156,000

children are currently housed in orphanages or boarding homes. (3) Many of the

country’s 500,000 children with disabilities are without access to quality

. 74
education”.

Due to the functions of Russian system of services for children, which continue Soviet-
era preferences for institution-based rather than community-based care, the child’s right to
community integration is being violated. Institutional placement in Russia is used instead of
family support and counseling programs. International human rights law recognizes the right to
community integration regardless if a child is disabled or not.”> Along with this specific
violation, the Russian Federation is also violating children’s’ rights under the CRC, including the
right to family and community support, the right to the highest attainable standard of health and
development, the right to an education, the right to protections against inhuman and degrading

treatment, the child’s right to exercise choice, and a substantial number of other violations."
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The Russian Federation’s failure to transform from their past Soviet-oriented institutions
with regard to children’s welfare has led to a malfunctioning in the Russian social welfare
system as a whole. Though no longer a totalitarian state, the Russian Federation is struggling at
assimilating persons with disadvantages, such as orphans or the disabled, into suitable
institutions that acknowledge the human rights of the inhabitants in correlation with international
human rights standards. As a result of this ineffective process of child placement, the Russian
Federation is segregating at least 200,000 Russian children from a stable environment to develop

in, and at least 500,000 children without an education who are disabled.””

Recommendations
We recommend that the Russian Federation:

e Should be willing to allow the international community to promote and enforce the rights of
children by assisting Russia in transforming its system from an institution-based to a
community-based service and education system.”® With such aid, the Russian Federation may
be able to convert their social welfare system to one that has the ability to comply with the
human rights obligations Russia has committed itself to follow.

e Complies with coordinating their operations of community-based services with the
supervision of international humanitarian organizations like UNICEF, which should provide
funds to monitor and evaluate the functions of this transformation and its establishment.”

e Allow international organizations to take part in deciding when parent’s rights should be
terminated, along with aiding in the construction of a new policy regarding the placement of

these children by the Russian court system.

42



Nationalism, Xenophobia, and Discrimination

The Russian Federation experienced a sharp rise in nationalism following the collapse of
the Soviet Union. The path chosen for transition —shock therapy— lead to a particularly traumatic
economic crisis accompanied by severe unemployment, significant wage arrears, and an overall
increase in poverty. Compounding this crisis, in 1994 Russia initiated an unpopular military
campaign into the secessionist Chechen Republic. Refugees flooded into northern Russian cities,
combining with the already escalating tide of migrants from other republics. The local
populations developed intense fear and hatred of these encroaching ethnicities, specifically
Caucasians, and, because of this xenophobia, they reacted by seeking protection for ethnic
Russians, which contributed to the rise in nationalism. Xenophobia, if not counteracted, tends to
intensify over time, progressing from general intolerance of ‘outsiders’ to violent discrimination.

Nationalism can quickly evolve into ultra-nationalism, an extreme form of exclusionary
patriotism associated with violence. Since the 1990s, nationalism and Xxenophobia have
increased yearly and have become institutionalized in media, law enforcement and politics. US
citizens of non-Slavic appearance can expect to face more discrimination, intolerance, and
threats of violence in Russia, especially in Moscow, St. Petersburg, and the Krasnodar territory.®

In a 2009 report to the United Nations Human Rights Council, the Russian Federation
stated that “violations of equal human and civil rights and freedoms is quite low [in the Russian
Federation]; in 2006 and 2007, just three discrimination-related offenses were registered”.® In
contrast, the Federal Bureau of Investigation in 2006 registered 4,737 race-based offenses and
1,233 ethnicity-based offenses in the United States.®? If Russia’s claim of almost nonexistent

violations is correct, then the government is unaware of or, more likely, disavows the existence
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of these issues, the judiciary system is unable or unwilling to prosecute hate crimes, and/or the
public deems law enforcement to be ineffectual or inimical.

President Medvedev frequently refers to the problems caused by nationalism, xenophobia
and intolerance in meetings and speeches. Former President Putin also directly addressed the
issue with the heads of Russian political parties in fall 2006 and again during a speech before the
Council for Facilitating the Development of Civil Society Institutions and Human Rights on
January 11, 2007. He acknowledged that the Russian government had “repeatedly [my
emphasis] ascertained that displays of nationalism, xenophobia, religious and racial intolerance
not only seriously infringe on the rights of Russian and foreign citizens living in Russia, they
create a serious threat to stability and security in the country as a whole”.®®

The United States should be concerned that, although the Russian government recognized
the gravity and scope of the issue, the country did not acknowledge the problem of intolerance
when reporting to an international human rights organization. The Russian government may not
have disclosed the existence of discrimination offenses to an international body, but it did
publicly identify at least 200 active extremist groups. Unfortunately, authorities do not make

consolidated statistics easily accessible.?

When completing its country human rights profiles,
the US State Department relies upon the highly detailed compilations and yearly reports
provided by Russian human rights NGOs such as the SOVA center, an independent think tank
that monitors and reports on ultra-nationalism, xenophobia and extremism.®> This commission

will also rely on the same sources for most statistics used in this report.

Legal and Constitutional Protections

The United States should focus on Russia’s enforcement and not its adoption of anti-

intolerance legislation. Russia has adopted legislation that acknowledges the problematic nature
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of intolerance and violent discrimination, but, as evidenced by the low conviction rate, it has
been slow to demonstrate that it is committed to eradicating the problem (see Table 1). The
Russian federal judiciary system defines and prosecutes intolerance-based offenses under the
Criminal Code Article 282 ‘Incitement of National, Racial, or Religious Enmity’. It reads:

1. Actions aimed at the incitement of national, racial, or religious enmity,
abasement of human dignity, and also propaganda of the exceptionality,
superiority, or inferiority of individuals by reason of their attitude to religion,
national, or racial affiliation, if these acts have been committed in public or
with the use of mass media, shall be punishable by a fine in the amount of 500
to 800 times minimum wages, or in the amount of the wage or salary, or any
other income of the convicted person for a period of five to eight months, or
by restraint of liberty for a term of up to three years, or by deprivation of
liberty for a term of two to four years.

2. The same acts committed:

a) with the use of violence or with the threat of its use;
b) by a person through his official position;
c) by an organized group,

d) shall be punishable by deprivation of liberty for a term of three to five
years.

Within this Article, the Russian government explicitly detailed the consequences of
employing discriminatory propaganda.
Case Study

In 2002 the governor of the Krasnodar region, Alexander Tkachev, stated that people
with Russian last names can live freely in the region, but people with Georgian or Armenian last
names were not welcome. Tkachev violated Russian law by publicly suggesting the inferiority
of Georgians and Armenians and the superiority of ethnic Russians. Then President Putin
expressed no immediate reaction nor did he condemn Tkachev’s declaration as a violation of the
Criminal Code. The Prosecutor General also did not initiate criminal proceedings against the

governor as stipulated by Article 282, Section 2.2 Xenophobia and ultra-nationalism cannot be
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effectively addressed at the national level without executive-level intercession, namely
condemnation and prosecution of political officials. In the eight years since this incident, the
Russian government has become generally more outspoken and is beginning to target political
groups with clear ultra-nationalist agendas.

During the Bush Administration, the United States was more accepting of any action
deemed beneficial to the War on Terror. The Putin Administration exploited this lenient attitude
when it adopted the 2002 Federal Law, ‘On Counteraction to Extremist Activities’, which
established additional provisions for combating discrimination and racial violence by
categorizing these crimes as ‘extremist activities’. This law contains an undifferentiated list of
actions that describe what constitutes ‘extremist activities’ ranging from terrorism to interfering
with the work of public agencies through violence. It equalizes all ‘extremist activities’ without
regard to level of danger posed.?” The Commission on Security and Cooperation in Europe
noted- as did most Russian human rights NGOs- that the definitions and provisions used in the
Extremist Activities Law are too broad and vague to be practically applied by law enforcement.
This law may be and is used, however, to persecute oppositional political organizations and
media outlets.®® In addition, law enforcers are authorized to rule extra-judicially on suspending
the operations of public organizations.*® The Obama Administration is reevaluating techniques
and legislation used by the Bush Administration to pursue the War on Terror, and while doing
so, it should also reconsider the leniency granted the Putin Administration in when it created
deceptively similar legislation. Russia has used such vague legislation as the ‘On Counteraction
to Extremist Activities’ to justify a reduction in civil liberties.

In September 2008, President Medvedev issued the Presidential Order, ‘On several

matters of the Ministry of the Interior of the Russian Federation’, which designated ‘extremist’
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crimes as a category requiring specialized investigation. As a result, law enforcement could
increase security for witnesses, victims, legal staff and others participating in the prosecution of
the ultra-right, Neo-Nazis, and other potentially violent offenders. Although the Order did not
clarify the definition of ‘extremism’, law enforcement was now empowered to provide some
degree of protection for these participants, a service which could potentially increase the number
of cases presented for prosecution.*® The Order also created subdivisions for the counteraction
of extremism. The General Prosecutor’s Office, for example, now possessed a Department on
Combating Extremism and Implementing State Security Laws.”* Even without revoking the ‘On
Counteraction to Extremist Activities’ law, the Medvedev Administration has crafted useful
legislation enforceable by law enforcement. The US would like to see a continued reduction in
extremists groups, particularly in Eurasia and the North Caucasus. Perhaps Russia will continue
to decentralize its anti-extremism infrastructure and develop effective counteraction departments
on the regional level, specifically in the North Caucasus, an area intricately tied to the US fight
against terrorism in Afghanistan.

The Russian government is also improving the methodology it uses to prosecute violent
crimes associated with ultra-nationalism, xenophobia and general intolerance. In 2005 and 2006,
the SOVA Center documented the first cases where prosecutors recognized crimes which had a
hate motive as an aggravating circumstance, instead of pursuing hate crimes only as isolated
cases under Article 282.% This Article referred primarily to crimes involving propaganda and
did not specifically refer to violent crimes perpetrated with hate as the motive. In summer 2007,
the Criminal Code was modified, and investigators began successfully prosecuting cases with the
“specific penalty enhancement of hatred.” Law enforcement also began attaching hate motive to

cases where threats to murder (article 119) involved ‘everyday’ xenophobia, a most promising
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Table 1. Violent Crimes with a Recognized Hate Motive:
Convictions versus Reported Crimes, 2004 — Nov. 30, 2009

Year Number Vs. Number of Reported
of Convictions Crimes®
2004 9 268
2005 17 468
2006 33 588
2007 23 707
2008 35 575
2009 41 354

Source: The SOVA Center, http://sova-center.ru

development. A hate motive has been successfully applied in charges involving murder, battery,
torture, and inflicting bodily harm.*® When the legal system begins successfully prosecuting
these types of cases, the Russian government begins establishing itself as a state capable of
providing security and legal recourse for minorities and foreigners. In such a climate, American
tourists can feel safer, and US businesses can operate with increased confidence.

The Russian legal system improved qualitatively and quantitatively in its prosecution of
violent crimes and its recognition of xenophobic propaganda. Convictions may have increased
overall, but the number of cases prosecuted represents a small fraction of crimes committed (see
Table 1). The Special Rapporteur on racism for the Committee on the Elimination of Racial
Discrimination noted that national legislation reflects the “existence of institutionalized
discrimination”.*  Between 2006 and 2009, the Russian government improved legal
qualification of offenses but did not clarify its vague definition of ‘extremism’. Law
enforcement continues to avoid acknowledging the nationalistic or racist motives behind many

crimes, but prosecutors are now beginning to, not only recognize hate motives, but also charge

extremist organizations as a whole instead of just targeting single members.®® The Russian
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Federation is slowly improving its response to hate crimes and xenophobic propaganda, but
counteractions remain inconsistent, passive and biased. If Russia can effectively retard the
growth of ultra-nationalism, it will demonstrate that its state apparatus can enforce its laws and
protect national security. US interests would be served by a stronger Russian state capable of

readily identifying and preventing the rise of extremist groups.

Recommendations

e Recognize that xenophobia, nationalism, and racial intolerance are not only threats to
Russia’s stability and security, but also are indicators and predictors of escalating dangers
that will affect U.S. and international security.

o Facilitate symposiums between Russian and international NGOs with the goal of sharing
best-practices and establishing training exchange programs for prosecutors, justices, and law
enforcement.

e Continue direct and indirect funding of programs that train public officials, especially
judiciary and law enforcement, to be proactive in dealing with hate-based violence and

propaganda.
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Regional Issues

Introduction

Conflicts in the Near Abroad and Middle East present opportunities to address common
interests between the United States (US) and Russia and can provide an impetus for resetting
relations. The regional conflicts discussed will include: Georgia, Ukraine, Iran, and Irag. These
conflicts are complex, historically-rooted tensions fueled by vast ethnic and ideological
divisions. Regional issues surrounding Georgia and Ukraine share similarities. Both countries in
the Near Abroad are plagued by deep internal political divisions and are targets of Russian
aggression. Russian policies towards these states are determined by an overarching narrative of a
“sphere of influence” in the post-Cold War Soviet Bloc status they inhabit. Many tensions
regarding the presence of the US and Russia in Iran and Iraq arise from the conflict between the
US’ interest in the promotion of Western ideals of democracy and free markets in the Middle
East, and of Russia’s involvement in this region driven mostly by legacies of the Soviet Union.

Therefore, the regional conflicts discussed in this section call on detailed and carefully
drafted recommendations that aim to draw a compromise between various actors struggling for
conflicting notions of sovereignty. The recommendations outlined in this section are intended to
reset US-Russian relations by employing US policy towards Georgia, Ukraine, Iran, and Iraqg as a
tool. Pushing the reset button on relations will reduce tensions between the United States and
Russia by reducing conflicts in their agendas.

With the following recommendations, the United States will hopefully create a peaceful
and beneficial relationship with Russia and promote stability in the Middle East and Near East

regions. In the past, it was common for the US and Russia to pursue policies based on a zero-sum
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competition for influence in a region. We aim to dismantle this Cold War style ideology in

exchange for a more cooperative relationship; however, we do not underestimate the

overwhelming complexity of this task. We hope that our policy recommendations regarding

these regional issues will help foster this vision.

Recommendations

Georgia

The US should assist in diplomatic negotiations between Georgia and Russia, with Russia
ending its confrontational policies towards Georgia and in turn, Georgia giving a greater
degree of autonomy to South Ossetia and Abkhazia.

Help Georgia to achieve better economic independence from Russia.

The US should withdraw military support from Georgia in order to lessen tensions on an
already militarily tense situation.

In the future, the US should engage Georgia and Russia in parallel-track negotiations where
Georgia negotiates for a North Atlantic Treaty Organization (NATO) membership and
Russia negotiates for a World Trade Organization (WTO) membership

Assist in relations between Georgia and NATO.

Give better support to Georgia’s democracy in order to help the democracy flourish.

Ukraine

Promote political cohesion in Ukraine in order to reduce internal tensions within the country.
Advocate and support energy independence for Ukraine so Kiev does not remain dependent

on Russian gas.
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For the time being the US should not push for Ukrainian NATO membership until Ukraine is

stable and no longer divided.

Iran

The US should let the International Atomic Energy Agency (IAEA) deal with Iran’s
indiscretion around nuclear technology in order to convey a semi-neutral presence.

Iran human rights violations should be addressed through the United Nations (UN) as a way
to still Russia’s fear of the US pushing democracy into Russia’s proverbial backyard.
Sanctions should be shifted from unilateral to multilateral sanctions in order to distill the
belief that the US is using sanctions as a way to heavy handedly control other states.

The US should join with Russia in an attempt to create a forum for peaceful discussion in the
Middle East. If a common interest can be found and solidified between Iran and Israel, Iran’s
power in the Persian Gulf will create a more peaceful bourgeoning relationship between
Israel and other Arab countries; placating any tensions the US and Russia may have because

of old ties.

Iraq

The US should facilitate a dialogue between the facets of Iragi society focusing on
reconciliation.

The US must recognize itself as a member of the international community rather than act
unilaterally.

A security system called the Gulf Regional Security Forum should be established to address
regional instability and security.

The US should enter into dialogue with Iran about Irag focusing on US presence in Irag and

Iran’s policies and activities supporting various Iraqi factions.
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Georgia

Introduction

For the most part, relations between Russia and the United States have been steadily
deteriorating for the past decade. The August 2008 Georgia-Russian War posed a substantially
obstacle towards building a more cooperative relationship. Leading up to the August 2008 War,
Russia had been growing increasingly frustrated with expansion of the North Atlantic Treaty
Organization (NATO) expansion and a more pervasive US presence in the Near Abroad. NATO
and US involvement in the post-Soviet region is primarily viewed by Russia as attempts at
reducing Russian influence in the region and installing pro-Western regimes.*

The 2008 conflict was a culmination of a complicated and tense relationship Russia has
with the Near Abroad, in addition to the tensions caused by the increasing Western presence in
the region. Diverging notions of regional sovereignty have been central to these tensions: on one
side, Russia claims a preponderant role in the handling of ethnic and political divisions occurring
within the Near Abroad; on the other side is US-supported Georgia, which aspires to better
integration with the West, especially to membership in NATO, and hopes to consolidate its
authority over its own territory which is threatened by Russian support for ethnic groups that are
still legally part of Georgia under international law. There are important implications of these
diverging notions of authority in the two disputed Georgian regions of South Ossetia and
Abkhazia. For Russia, these two regions are “now officially Russia protectorates, or
‘independent states’ recognized only by Russia, Nicaragua, and Venezuela;”®’ Georgia regards

the two regions as its own territories occupied by Russia.
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The United States’ role in this relationship has been important with regard to the
economic and political support it has lent Georgia. This support includes a US military presence
in Georgia, training of Georgian troops, financial assistance to Georgian democratic reforms, and
support of the country’s membership ambitions into NATO. The role the US occupies in Georgia
has emerged based off of a unique set of interests it holds in the region: the stability and success
of Georgia and the region is vital in providing a potential source of support to the US in fighting
two wars in Iraq and Afghanistan; Georgia offers an important access point for the West into
Central Asia and Afghanistan; economic and political success in Georgia can be held up as an
example of successful state-building and democratic development for other post-Soviet countries
and the wider Middle East; and finally, the country resides in a key strategic point for
transporting energy resources in Eurasia.*®

All of these objectives contribute to a vested US interest in the country. US involvement
in the region, however, has recently proved to lead to increased regional tensions with Russia
expressing anxiety over an encroaching Western presence. Therefore, in the interest of
maintaining civil relations with Russia and promoting regional stability, future policies should
respect Russia’s presence and history in the region. The conflict between the central Georgian
government and South Ossetia and Abkhazia should also be taken into consideration when
formulating US policy in the region. These two breakaway regions remain economically and
politically close to Russia and policies that impact the future of the two regions need to be
carefully considered. Overall, US policy in the region should strive to promote better relations
between Georgia and Russia in order to advance regional stability. Regional stability will be

beneficial for all parties involved, including the US.

54



History of Georgia’s Alliance with the West

The August 2008 Russia-Georgia War has proven to be a major negative factor in
Russia’s relationship with the West, with most Western commentators accusing Russia of being
too aggressive and being instigators of the conflict. Tensions between Russia and Georgia go
back much farther than the 2008 conflict. Since the last years of the Soviet Union, Georgia has
been one of the most independently minded and pro-Western of the post-Soviet countries, much
to the frustration of Russia. Georgia’s independence ambitions strongly emerged in 1989, but
were aggressively suppressed by Soviet forces. After the collapse of the Soviet Union, Georgia
initially rejected membership into the Commonwealth of Independent States (CIS), a regional
organization of former Soviet Republics. Once it became a member of this regional organization,
Georgia was one of the most vocal pro-Western states of the CIS. Georgia was also one of first
post-Soviet states to declare ambitions for a NATO membership.*®

The 2003 Rose Revolution in Georgia that gave Mikhail Saakashvili the Georgian
presidency was an important event in the current status between Georgia’s pro-West stance and
Russia’s opposition. Even though the result of this revolution irritated Russia, as Saakashvili
allied himself the West, the revolution positioned the Georgian government to make substantial
advances in developing its democracy. Saakashvili’s presidency committed itself to a series of
efforts to end rampant corruption present in the Georgian government. The purpose of these
reforms was to increase the likelihood of Georgia’s chances to a NATO membership. However,
these democratic reforms have not been as successful as the US would have liked, as evident in a
visit by Vice-President Joseph Biden to Georgia in July 2009, where he criticized Georgia’s

failure to fulfill its democratic reforms promised by the Rose Revolution.*®
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Russia regards Georgia’s pro-Western orientation with hostility. Specifically, Russia has
taken issue with Georgia’s NATO aspirations and its challenge to the Russian supported
independence movements among the South Ossetians and Abkhazians. Russia views the
prospective NATO memberships in the Near Abroad as a threat to its “zone of influence”. Due to
Georgia’s pro-Western inclinations, Russia has engaged in an assortment of aggressive policy
decisions toward Georgia, including: maintaining military bases in Georgia and in South Ossetia
and Abkhazia; the deportation of ethnic Georgians from Russia; and frequent economic
blackmail through Georgia’s dependence on Russia for energy and work remittances from
Georgian citizens working in Russia that provide an extensive proportion of Georgia’s GNP.
Russia uses Georgia’s economic dependence on it as leverage by imposing stricter worker visas
qualifications for Georgians coming into Russia, putting up trade barriers for Georgian goods,
and increasing energy prices for Russian energy delivered to Georgia.'®*

Both Georgia and Russia have established interests in the two breakaway regions, South
Ossetia and Abkhazia, thus contributing to the majority of recent tensions between the two
countries. The interests for Georgia in the two regions derives from the fact that a key pipeline
route carrying oil and gas are located in South Ossetia and that more than half of Georgia’s
shoreline on the Black Sea is located in Abkhazia.'®® Consolidating authority over these two
regions would provide Georgia with more a more stable economy and economic independence
from Russia.

For Russia, support for the independence of the two regions comes primarily from
Russian nationalists’ anxiety over the loss of its Soviet era buffer zones in the Near Abroad.
Russia maintains a military presence in the two regions, because it regards Georgia’s relationship

with NATO as posing a potential unfriendly military presence at its borders.’® Russia advances
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its influence in the two regions by providing passports to the citizens of the regions, allowing

Russia to claim “it is intervening on behalf of its own citizens”.**

Developments since the 2008 Conflict

In the one and a half years since the August 2008 war, little has changed and a “frozen
peace” between Georgia and Russia has emerged. Small exchanges in the disputed areas of
South Ossetia and Abkhazia are typical and threaten to boil over into another conflict. Both sides
accuse each other of bolstering forces in the region and of using propaganda.'® Russia has also
openly refused to negotiate with the Saakashvili government.'®® However, the director of the
Georgian Security Analysis Centre, Ambassador David Smith, noted that concerns over another
massive assault have been eased with President Barack Obama’s visit to Moscow on July 6, 2009

and Vice-President Joe Biden’s visit to Georgia on July 23, 2009.%%

Apart from the potential
surge of another violent conflict emerging between the countries, the current stalemate is having
additional detrimental effects to the Georgian economy, with Russia escalating its economic
blackmail towards Georgia.

In addition to the drawn out stalemate that has emerged between Georgia and Russia, US
relations with Georgia since the election of President Barack Obama have tempered. During the
Bush years, Georgia could expect the unquestioned support of the US, but with Obama’s
presidency a different discourse has emerged. Obama’s presidency seeks an improved and more
cooperative relationship between the US and Russia, which has subsequently led to the end of
the once unguestioned US support of Georgia. During Vice-President Biden’s trip to Georgia in

July 2009, he not only criticized Georgia’s failings to fulfill its promised democratic reforms, as

mentioned earlier, but he also warned Georgia against any further forceful efforts of integration
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with South Ossetia and Abkhazia.’®® This is a sign of the US’ change of heart regarding the role
it will play in countries in the Near Abroad.

When formulating US policy in Georgia we need to: first, recognize the importance of
the US maintaining close relations with Georgia and throughout the region, and second, that US
involvement could further exacerbate regional tensions. At the same time, Russia’s aggressive
behavior in its declared “zone of influence” should not be tolerated. These countries in the Near
Abroad should be allowed to pursue alliances as they see fit without having to worry about
Russia’s response. We should also not attempt to carve out our own sphere of influence near
Russian borders. There are ways of finding mutually beneficial circumstances between the West
and Russia without resorting to intimidation and violence and we must work to find these
alternatives. US policy should avoid a confrontational zero-sum competition with Russia for
influence in the region. Furthermore, with Russia regaining its footing in the world stage,
promoting cooperative relations with Russia will be vital to finding the solutions to the problems

facing the US and the world today.

Recommendations

e Itisin every one’s interest to end this “frozen peace” between Georgia and Russia. However,
at this time, Russia seems resistant to the idea of engaging in negotiations with Saakashvili’s
government. Therefore, we recommend a bargain: we recommend that Russia ends its
confrontational policies directed at Georgia in turn for Georgia to permit a greater degree of
autonomy to South Ossetia and Abkhazia. In this situation the US could act as an

intermediary in the proposed exchange.
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Georgia should attain relative economic independence from Russia. This will restrict
Russia’s ability to hold the Georgian economy hostage. To achieve this policy, the US should
increase aid to Georgia, but focus aid spending on building Georgia’s social and economic
infrastructure instead of military funding. Also the US should encourage more foreign direct
investment going into Georgia.

The US should withdraw military support from Georgia because this kind of support could
reawaken conflict an already tense situation. Taking sides in this unresolved conflict will
additionally further strain relations between the US and Russia.

This conflict between Russia and Georgia has resulted in further difficulties for Russia’s
accession into the World Trade Organization (WTO). Georgia’s leverage in this situation
could be used be used as a way for easing tensions between Georgia and Russia. That is why
the Georgia should end its blocking of Russia’s WTO membership, as the membership will
help with Russia’s economic integration into the global market and possibly foster greater
normalization of relations between Russia and the West. A way in which the US could
persuade Georgia in this direction would be for the US to provide aid to Georgia only on the
condition that Georgia stops its blockade of Russia’s WTO membership.

Support for Georgia’s accession into NATO should be halted until tensions have been eased
further. These negotiations should be approached with caution and not haste, as this process
poses an element of threat towards Russia’s current presence in the region. A possible trade
off in the future that might ease tensions between Georgia and Russia would be for the US to
engage both of the countries in parallel-track negotiations where Georgia would negotiate for

a NATO membership and Russia would negotiate for a WTO membership.
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e Help build a more cooperative relationship between Russia and NATO. In order for this to
happen, the NATO-Russian Council (NRC) should be reengaged in order to permit a
continuation of dialogue between the two powers. NATO’s expansion should not be viewed
as a threat to Russian sovereignty. The implications of a NATO membership for many
countries in the post-Soviet region can be enormous, with benefits including improved trade
relations and opportunities, economic support for democratic and infrastructure development
projects, and strategic military support.

e Mikhail Saakashvili’s campaign promises during the 2003 Rose Revolution of developing
Georgia’s democratic institutions remains unfulfilled. Therefore, we recommend that the US
helps Georgia to continue in Saakashvili’s unfulfilled democratic reforms. Improving human
rights conditions and freedom of the press are of particular concern to us when addressing
Georgia’s democratic development. The US could help promote this goal by pressuring the
implementation of human rights monitoring agencies in Georgia. Our primary reasons for
support of Georgia should be aimed at nurturing its democratic development, and not
narrowly aimed at extending our influence in the region. Georgia’s democratic stability is of
strategic interest to the US because the stability of Georgia’s democracy is beneficial for

democratic stability of the region as a whole.

Ukraine

Introduction
The relationship between Russia and Ukraine during the last decade has been anything

but cooperative. Russia has always regarded Ukraine as part of its sphere of influence
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considering that it was not until the collapse of the Soviet Union that the former Soviet Republics
became independent. It is for this reason that Russia views Ukraine’s attempt to merge with the
West, such as joining NATO, with animosity. Currently Ukraine’s domestic political system is
riddled with internal frictions and the presidential elections of 2009 will exacerbate this issue. It
is reasonable to assume that Russia will exploit these problems to ensure that Ukraine does not
align with the West. In order to avoid serious political turmoil between these two states, the US
should advocate a policy of promoting political cohesion in Ukraine, increase Ukraine’s self-
sufficiency in order to avoid its reliance on Russian commodities, and the United States and
other NATO members should construct a national development plan for the eventual inclusion of
Ukraine so a Westward orientation is adopted. These recommendations would create a stable,
democratic, and marketed oriented state which would offer new markets to the US and also
provide a model for Russia to follow.'%°
Issues

Kiev has conflicts of interests with the Kremlin regarding Westward orientation, natural
gas, and the Black Sea Fleet. Ukraine consists of vast pipelines running throughout its borders
that lead to Western Europe and in 2006 and 2009 the Kremlin shut off all natural gas exports to
Ukraine. Gazprom, the Russian natural gas giant, can only transport 30% of the gas that it sells
to Western Europe when it does not utilize the pipeline infrastructure within Ukraine. In
addition to this fact; approximately 80% of Europe’s natural gas imports come from Russia and
pass through Ukraine."'® Therefore, Russia wants to maintain a relationship that will allow it to
continue to transport its gas. Otherwise, much business profit will be foregone. Ukraine is not
energy independent and would need to maintain cordial relations with the Kremlin to ensure its

access to gas so that no more cut offs will occur as they did in 2006 and 2009. This reasoning is
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why the United States should advocate energy independence for Kiev to decrease its dependence
on Russia.

The Black Sea Fleet is an entirely different issue which has been growing in severity for
many years, and now is very problematic. The Black Sea Fleet issue has intensified with the
growing severity of relations between these two countries. In order to demonstrate the tense
relationship between the two nations one must only look at recent events. Russia has accused
Ukraine of arming Georgia during the war with South Ossetia last year; which has recently
become another serious issue for the region, inciting even more animosity between the two
states.'**  Armed conflict is unlikely considering that it is a last resort measure for both Russia
and Ukraine, but the probability of a conflict will increase as relations continue to sour. An
example of these rising tensions is when Ukrainian officials attempted to seize back a lighthouse
occupied by Russian troops in the Crimean Peninsula where the Black Sea Fleet is located; no
shots were fired.

Andrew Wilson, a senior policy advisor at the European Council on Foreign Relations
stated that,

Another unspoken problem is that the Black Sea fleet is a bit like the East India

Company-all over the place. You have all this extra infrastructure; you have

commercial activities, lighthouses, and all sorts of back-door operations. It

doesn't mean Russia will invade. But it does have the potential to fast-forward
things very quickly.

Wilson characterized Medvedev’s most recent letter to Ukraine regarding the Black Sea Fleet as
being “extraordinary”. Wilson described the letter by stating that, “Here are the rules for your
foreign policy, domestic policy, and here's how to interpret your constitution, and history”.
Russian officials also just announced that they sanction the use of their military abroad to protect

Russian interests; therefore, in Ukraine’s latest appeal to the Obama Administration. This proves
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that Russia would not rule out using force to achieve its foreign policy aspirations regarding
Ukraine.

Historically, the Black Sea Fleet was part of the Soviet Union’s navy and it served as a
counterbalance to the US naval presence in the Mediterranean. After the fall of the Soviet Union
much of its fleet was located within the borders of Ukraine which necessitated negotiations
considering that much of the fleet now resided within Ukraine’s territory. Thus, Russia and
Ukraine decided to divide the fleet between themselves and Kiev agreed that Russia could lease
the port in Sevastopol until 2017.1*

It is also important to note that on the Crimean Peninsula, where the harbor is located, it
is mainly ethnically Russian. Historically, in Crimea there have been secession sentiments
among the Russian residents. To illustrate how large the Russian presence is, one must only look
at the fact that 77 out of 80 schools in Sevastopol only teach in Russian. The problem of the
large population of ethnic Russians is compounded by the fact that there are still many
Ukrainians who are loyal to Russia considering that for so long they belonged to it. These
attitudes are reflected in an October 2008 Razumkov Center Poll that surveyed the entire Ukraine
which revealed that 44.6% favors strong relations with the West and Russia, 31.2% prefer solely
close relations with Russia while 12.6% favor better relations with the West. These divisions are
also present along political party lines in Ukraine as well which will most likely lead to much
controversy in Ukraine’s upcoming elections. Russia will be sure to take advantage of these
internal cleavages to ensure that no coherent Ukrainian policy can be realized that would conflict
with Russian interests by favoring the West. Russia could, for example, encourage Crimean
separatism to further disrupt the internal affairs of Ukraine so it could not achieve any coherent

goals.
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Russia’s main interest is to maintain the Black Sea Fleet’s use of the harbor in
Sevastopol, continued use of pipelines through Ukraine, and preventing Ukraine’s alignment
with the West. The two reasons that these three issues are of prime importance to Russia is
because the Kremlin wants continued use of the pipelines for business purposes and views
Ukraine as a sphere of influence due to the fact that they used to be one in the same. However,
these two interests may again spur the notion of the East-West divide because of past Ukrainian
leadership’s NATO aspirations and Russia’s persistence at preventing that from happening.

The Ukraine has no clearly defined political interest because it is so fractured and
divided, which is demonstrated by the survey mentioned above. When Ukrainian leadership has
promoted a Westward orientation through seeking NATO membership, it has met stiff
opposition both internally and the Near Abroad, specifically Russia. The United States’ interest
in this manner is to maintain a stable, independent, democratic, and market-oriented Ukraine that
is part of Western Institutions. A Ukraine that would meet these qualifications would advance
the US goal of a more stable Europe, would be a beacon of security rather than a problematic
state bordering the volatile regions of the Balkans and Caucasus, would provide Russia a model
to follow, and open more markets for both the US and Ukraine. Therefore, the United States

should adopt and implement these recommendations:

Recommendations

e Promote political cohesion in Ukraine in order to reduce internal tensions within the country.
The US should attempt to reach this goal by having US officials meet Ukraine’s president
and prime minister to urge unity between the two as well as meet with the leaders of the

opposition to stress the importance of cooperation so the internal divisions do not become
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exacerbated. All other levels of the government will notice the US’ insistence on cohesion
and cooperation causing the remaining portion of Kiev’s political elite to follow the same
recommendations. Not only would this alleviate the division of the country but it would also
allow the US to engage in foreign relations with a coherent unified nation.

Advocate and support energy independence for Kiev so it does not remain nearly as
dependent on Russian gas. Ukraine has large natural oil reserves which are estimated to
contain 395 million barrels, but the problem is that Ukraine lacks capacity for production due
to obsolete technology. The United States must invest and encourage foreign direct
investment in Ukraine to eliminate Kiev’s deficiency in order for high capacity production to
be actualized thereby severing Ukraine’s energy dependency.'** The US would then have
access to new reserves as well.

The U.S. wants Ukraine to be a NATO member, but during and after a very dividing political
season, reintroducing a controversial issue may reignite former tensions and destabilize the
region. The Obama Administration should trade regional stability for Ukraine’s NATO
membership status. However, as time passes the United States and other NATO members
should analyze the Ukrainian political situation and if deemed suitable should push for
NATO membership by creating a national development plan ensuring Kiev’s Westward

orientation.
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lran

Introduction

There are many issues that the United States currently has with Iran that are affecting the
United States relationship with Russia. These policy problems include, but are not limited to:
nuclear proliferation; Iran’s political turmoil; unilateral sanctioning and Iran’s prominent stance
in the Arab-Israeli conflict. Iran is a triple threat as, “persistent nuclear ambitions and domestic
political turmoil make it an increasing focus of international concern. Its vast oil and natural gas
reserves make it a key player in energy security discussions, and its political interests,
particularly in Palestine, Syria and Lebanon, make it a regional power in the Middle East.”***
The United States needs to have peace with President Mahmoud Ahmadinejad’s regime, even if
not with the president himself, in order for the United States and Russia to create a more

harmonized relationship.

Nuclear Ambitions

Iran has been striving for nuclear technology for decades. This technology has been
illusive for many reasons including: the difficulty level of creating atomic bombs; the extreme
difficulty to buy weapon or parts after the IAEA and NPT were put into place and; the lack of
guidance systems and technology available to the Iranian government. The most recognized
treaties and organizations that attempt to regulate nuclear weapons and material include, the
aforementioned, International Atomic Energy Agency (IAEA) and the Nuclear Non-Proliferation
Treaty (NPT). Iran has openly admitted to working towards nuclear power, but President
Ahmadinejad states the power is for energy, not weapons. However, there are only slight

differences in plutonium grades and the types of materials needed to turn this technology into
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weapons grade status. Due to Iran’s previous illegal dealings and hidden agenda’s it is hard to
take their word for truth, especially since nuclear power production is legal, but the current tests
were done in secret. In many cases what Iran says and does are different. Iran accomplishing
their goal to create a nuclear missile is a threat due to the instability of the government, the
Patriot Missile Defense System’s effect on Russia and Iran’s promises to international
institutions.

The June 2009 elections in Iran were a controversial moment for Iran that led to political
upheaval. President Ahmadinejad is strongly believed to have illegally taken office during his
second term and from there taken radical steps to ensure his continued position. With a history of
supporting terrorism against the United States and Israel; the threat of nuclear weapons and
technology falling into the hands of a terrorist group in Iran is highly likely.

The US Patriot Missile Defense System, “a long-range, all-altitude, all-weather, air

»115 is a

defense system to counter tactical ballistic missiles, cruise missiles, and advanced aircraft’
system designed by the US as a safety guard for the US and allies. President Obama has recently
proposed placing this missile system in Turkey in order to keep Israel safe from potential Iranian
missiles, but Russia refused. If the US puts the Patriot Defense System in Turkey, they are
effectively getting rid of mutually assured destruction (MAD). Without MAD, peace with Russia
is very thin because one of their main bargaining tools, their nuclear weapons status, would be
irrelevant. While trying to deal with the threat of Iranian missiles, the US also needs to be aware
of Russia’s stance on the matter and find a successful compromise. Compromise is important
because without support, the US will cut itself off from its allies.

Aside from terrorist threats and the Patriot Defense System, Iran signed off on the NPT

and the IAEA statute, making all of their current actions unlawful under international law and
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punishable by said organizations and treaties. With such unreliability on the international level,
there is easily a lot of doubt and threat emanating from the idea of Iran receiving nuclear
technology. If Iran succeeds in achieving a nuclear status; they could be a threat to the world.
The state has shown that it tends to be impulsive and not stay true to its word. This reason, the
political turmoil in Iran and the US’ current relations with Russia on the issue of nuclear
weapons, creates a state that should not gain the technology they so longingly desire.

Political Strife

Iran has a long history of political struggle. Being along the Southern border of Russia,
Iran was of great interest to the US and the Soviet Union (SU) during the Cold War. Some of
Iran’s political turmoil is because of the US’ interests at this time. In 1953 the US put
Mohammad Reza Shah back on the throne in Iran in order to gain support in the government
against the SU. By overthrowing the government, the US divided the people and failed at
creating a strong ally. The tug of war over the political regime in Iran has moved support from
the SU-Russia to the US and back again. In the current regime, the major problem is the
corrupted election process.

Human rights violations are happening on the highest level in Iran since the Islamic
government came into being in 1979 and it is in the US’ interest to help the people succeed in
their creation of a democracy, not keep President Ahmadinejad in office falsely. However, this
action is extremely dangerous. Although the government in Iran is in turmoil because of the
rigged election, the US must not take it into their own hands to force democracy upon them with
fighting. Bringing troops into Iran will irritate the government further and lead to a violent

intervention.
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Up to this point, the US has looked at the fighting in the Middle East and come to the
conclusion that, “The Middle East must be urgently rebuilt on democratic principles through
political and market reform”.**® Although the Middle East would thrive from political
restructuring, the urgent rebuilding called for in Iran would involve military intervention if done
quickly. Through the use of international organizations, the US can promote rebuilding the
Middle East through more peaceful manners because the actions will not come as a threat or a
plug for democracy.

Being in the middle of an economic struggle, the US does not have as many assets

as prior years; and with the market at home plummeting, US citizens will not

stand by while money is funneled out of the country to help others. Add this to the
political strife in Iran and the recipe is for disaster.

Never in the 30 year-old history of Iran’s current governing system have people poured out in the
streets in such numbers, demanding that their votes and their rights be respected... The disputed
June elections were followed by a brutal crackdown in which flagrant human rights violations
were committed by the Iranian authorities.**’

There are obvious issues with the current Iranian government, and this platform can be
used as a way to make peace with Russia. Russia has historically backed Arab countries, while
the US has sided with Israel. If the US and Russia can gain peace over the stabilization of the
Iranian Government, a leap will be make in their relationship. This peace will be well met by
both sides, the US and Russia, because a stable government means people are relatively safe, and
the safer the people are, the more trade and economic growth will help all the states involved.

US Sanctions

The United States has numerous unilateral sanctions against Iran which are used for
purposes including the promotion of Western ideals and increased safety of US citizens from
terrorism and other threats. Unilateral sanctions have been used to protect the US against Iran
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since 1979 when President Carter issued Executive Order 4702. This order imposed an import
embargo on Iranian oil and then later Iranian goods and services because of Iran’s support of
terrorism, seen through the hostage situation in the US embassy in Tehran, and shady shipping
actions in the Persian Gulf. Since 1987 when this order commenced, many orders have come to
follow from President Bush Sr., President Clinton and President GW Bush. Russia has been
affected by many of the US and UN imposed unilateral sanctions. This is widely seen when the
UN imposed a sanction stating no oil can be exported from Iran, who at that point was Russia’s
main supplier of oil. The end of the Cold War, during the Clinton Administration, led to many
changes in the US towards the world. The US became a global super power instead of a member
of a bipolar world with Russia, and sanctions were seen, “as low cost alternatives to foreign
military interventions.”**® After the Soviet Union collapsed, the main world issue was no longer
Communism but, “Human rights violations, WMD [weapons of mass destruction], and regional
issues” !

Sanctions are used today to keep the US safe and pressure foreign governments into
abiding by human rights laws and international treaties; but the current sanctions in Iran are
interfering with US—Russia relations. During and especially after the collapse of the Soviet
Union, Russia and Iran became trade partners. They depend on each other for many goods
including natural resources, such as oil, and weapons trade. When the Soviet Union collapsed
Russia made money my selling its leftover Cold War weapons to Iran; but, with the current
unilateral sanctions, the UN is consequently pressuring Russia and Iran by making trade between
the two countries virtually impossible. Through various UN economic sanctions, Russia, a
deciding member or the Security Council, must abide by the decisions even if it hurts their

economy.
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Today, Russia is much more agreeable to sanctions towards Iran than in previous years
because of Iran’s continued desire to get nuclear technology illegally and Russia’s increased
ability to produce its own oil. Unilateral sanctions have never held a strong grasp over Iran and
with potential trade customers dwindling; sanctions are having less of an effect instead of more.
President Ahmadinejad plays hardball politics and in this presidency and the prior one has not
responded to any of the imposed sanctions as expected. New sanctions are needed that will attack
from a different angle.

Since Russia is currently the second largest exporter of oil in the world, second to the
Middle East, with “10.7% of the world’s oil output,”® there is a strong likelihood that new
sanctions would be approved in the Security Council by Russia. In addition, “Russia far outpaces

other countries in the production and export of natural gas,”?

which is the rising energy
commaodity in the world. With this abundance of natural resources, and the technology to process
them, Russia is easily able to produce oil and gas for itself as well as some other parts of the
world, further stabilizing its acceptance of US and UN sanctioning.

Unilateral economic sanctions have many uses, but are mainly being used as a way to
coerce Iran into becoming a democratic state. However, what the sanctions are really doing is
giving the Iranian government the separation it needs to suppress its people. President
Ahmadinejad is responding unkindly to economic sanctions that make the Iranian economy
crumble and people lose their jobs, as expected, but instead of loosening his grip over Iran, he is
in fact tightening it. As the economy becomes weaker through sanctions, President Ahmadinejad

becomes more controlling and hard on the Iranian people. By continuing with these sanctions

and additionally making it difficult, if not impossible, for Iran to use some technologies and
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communications devices, such as Google and Microsoft products. The US is not promoting the
Western ideals it desires.

Arab-lsraeli Conflict

The United States has continually strived to forge an alliance against Iran, the Anti-
Iranian Alliance, comprising the Gulf States, but has been unsuccessful. These actions desired

»122 against Iran for security, but

intent it to normalize, “the relations between the Gulf countries,
instead the Gulf States have been turning from US support because they are frightened of
shunning Iran.

Historically Iran has been against Israel in any Arab-Israeli conflict. In 1979, during the
Israeli-Egyptian peace, the religious leader of Iran, Ayatollah Khomeini, informed Cairo that
there was no possibility of making a deal with “the Little Satan” and “the Great Satan”; referring
to Israel and the US. Also, during the Lebanon War in 2006 Iran, not only funded Hezbollah
against Israel, but also gave troops to fight alongside them.'?®

Today’s invisible line, barely separating US, Russia, Iran and Israel, has two meanings.
This line is peace, waiting to be formed, as well as the remnants of the Arab-Israeli conflict still
present in the shadows. “Iran was said to support terrorist activities against Israel, which has
been subjected to a series of bombings perpetrated by Hamas and the Palestinian Islamic Jihad
since the spring of 1994”.** This continued division between Israel and some of the surrounding
Arab countries is still relevant today and causing a rift between Russia and the US because of
their old ties. As Iran vies for more power from the surrounding Gulf States, the threat to Israel
grows. As an Israeli ally, the US must be careful in this situation. Russia and the US were on

different sides of the Arab-Israeli conflict in the 1980’s and if those issues rehash, the US will be

further divided from Russia instead of closer.
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The continued stress on the US because of Iran’s strives for nuclear material and political

strife must be dealt with in a non-violent manor. If the US enters Iran with force, this will align

the surrounding Arab countries against the US, and consequently Israel, because of the gulf

countries fear of Iran. In order to create peace with Russia, the US must not let this happen.

The growing possibility of power for Iran on the international scale through nuclear

power, gas and oil, and desired dominance in the Persian Gulf makes Iran an issue politically,

militarily and economically. The United States should adopt the following policies to promote

peaceful US and Russian relations through Iran.

Recommendations

The US should let the IAEA deal with Iran’s inability to follow the guidelines of their signed
agreement against advancing nuclear technology. By using the powers currently put in place
to deal with this threat, the US will save money and man power if the issue escalates to a
violent one. Also, by allowing the IAEA and NPT enforcers to deal with Iran’s indiscretions,
the US will keep on better terms with Russia. Both Russia and the US are IAEA treaty
signers and cannot openly support Iran’s program if the IAEA begins to criticize Iran. IAEA
intervention will reduce the de-legitimization that US Patriot Defense technology would have
on Russia’s MAD if it was set up in the region.

Human Rights violations that are occurring because of the political tension in Iran should be
addressed through the United Nations. The UN has peacekeeping forces in place that are
ordered to combat violations of human rights; therefore, if the United States uses these
international avenues, there will be less possibility of backlash stating that the US is trying to

promote democracy, instead of help the Iranian people. Although the US historically acts
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quickly, especially in countries with goods of interest, this policy will help Russia—US
relations. Russia feels threatened by the growing democracies in the Middle East and post-
Soviet Bloc states, and the US separating itself from the burgeoning democracy in lIran, a
Russian ally, will lessen tensions between the two states.

Sanctions should be shifted from unilateral to multilateral sanctions. Through the use of
multilateral sanctions, Iran will feel more pressure from a variety of states and organizations
on multiple economic and social levels, instead of pressure from the US alone, on one level.
Through the use of multilateral sanctions, there is less likelihood that Iran can become
violent. Since NATO and the UN have forces and committees, respectively, to combat
terrorism, sanctions to ensure decreased funding to terrorist groups will be backed by these
organizations. Also, the new sanctions should be more focused in order to attack the
government, not just the people. With focused sanctions Russia will be less likely to have
their trade needs disrupted and the US and Russian relations will be calmer.

Iran is critically important to foreign policy issues outside its borders as well as in; therefore,
dialogue must be had and peace kept at all costs. The Arab-Israeli conflict is still highly
volatile in many aspects, and Israel and Iran are strong enemies. Talks should be facilitated,
and a committee formed, between these two countries, and others, in order to generate a
peaceful common interest. Since Russia is an ally to Iran, promoting peace in the Middle
East will, in turn, keep peace with Russia. Russia will approve of this approach because it
saves money and man power in this time of economic need, and if peace is made in the

Middle East, there are more states open to trade.
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Iraq

Introduction

In comparison with past Russian-American relations specifically in regard to Iraq, the
current situation is relatively stable. Therefore, the policy recommendations outlined in this
section will focus on continuing diplomatic relations and preventing potential areas of tension.
After years of pressuring the UN and the US to lift nearly complete economic sanctions on Iraq
that would allow contingent oil agreements between Russia and Irag to become active, Russia’s
requests were met as the sanctions were removed following the fall of Saddam Hussein’s regime
in 2003. Russia has vested interest in Iraq, as Lukoil, Russia’s largest oil company, secured a bid
to develop the West Quarna-2 oil field in post-war Iraq. The Obama Administration should use
this common interest of Iraqgi stability and economic investment to better Russian relations. The
US must continue to promote democracy and stability in Irag by increasing dialogue and
transparency and committing to President Obama’s plan to remove all combat troops in the
region.
Background

Recognizing Russian economic and political interests is important in developing the
context in which to analyze current Russian-American relations and developing policy
recommendations. An understanding of Russian interests and historical relations with Iraq will
provide additional and critical insight behind these recommendations.

The Soviet Union unsuccessfully attempted to negotiate the Iran-lraq War in the mid
1980’s, resulting in a period of strained relations with both countries, however in the late 1980°s

the Soviet Union sought closer relations with states in the gulf.?*® The UN Security Council

75



passed a resolution to place complete economic sanctions on lIrag in attempts to remove Iraq’s
occupation in Kuwait. The sanctions failed to achieve this and a US-led military coalition forced
Irag out of Kuwait. The sanctions remained however, with new aims to end Iragi possession of
WMD among others. The US and UK employed their veto power in the UN Security Council to
keep the sanctions in full force for over a decade despite widespread criticism of devastating
humanitarian consequences, during which time Russia negotiated contracts with Saddam
Hussein to develop Iraqi oil fields. These contracts however, were contingent on the lifting of
the sanctions. Russia appealed to the UN Security Council to ease international economic
sanctions on Irag, but had no success.”®® The sanctions were not lifted until the fall of Saddam
Hussein’s regime after the US-led invasion of Iraq in 2003.
Obstacles

Many obstacles make the US’ task of transforming Iraq into a functioning state a
daunting one. Iraq is unable to contain violence without outside assistance, the state budgets
remain largely unspent, reconstruction is lagging, state services are not being delivered, different
cities and towns are controlled by different groups with little if any allegiance to the central
government, and official governmental institutions compete with unofficial structures that have
developed in the vacuum of authority, all of which indicate Iraq is a failed state.®” Historically,
outside intervention has been successful in bringing violence under control in small countries
such as Bosnia, Kosovo, East Timor, and Sierra Leone, however outside military intervention
has not yet proven to be successful in larger states such as Afghanistan, the Democratic Republic
of the Congo, and now Iraq.*?® A central explanation for such failure is that compromising on a
political solution is exceedingly difficult, as it cannot be imposed. Instead, it depends on

domestic agreements among competing groups.*?
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While the US has employed various tactics during its occupation of Iraq, it must settle on
one, comprehensive, diplomatic, and realistic approach that accounts for others’ interests in
addition to its own. In this light, Iraq is a perfect opportunity to reset relations with Russia.
Although historical relations between the US and Russia have been tense, the US and Russia can
use lraqi reconstruction to recognize each other as potential allies and start developing areas of

bilateral cooperation and in fostering a favorable psychological climate.'*

Recommendations

The first key approach of the US in Iraq should build from President Obama’s plan to
remove all combat troops from Iraq by August 2010. Although criticism objects that Obama’s
intention to leave 35,000 to 50,000 support troops in Iraq after this deadline will only serve to
secure American interests in the region, outside security troops will be absolutely fundamental
during and following the withdrawal process to ensure political stability among sectarian
groups.’® However, due to the ethnic divisions, more attention must be directed at this issue.
The Kurds are the only group in Irag with a clear and consistent vision of Irag. They support the
adoption of an Iragi constitution that puts minimal power in the central government and the
majority of power in the regions and provinces.’® Since the Shi’a have the most members in
parliament and control over the office of the prime minister, the Shi’a have vested interest in
preserving the power of the central government, although variation within different Shi’i factions
does exist. Although Sunnis only account for 20% of the Iragi population, they still advocate for
the rebuilding of a strong, centralized Iraqi state."*

While the US seeks to strengthen the Iraqi military and bolster the power of the central

government, it is also encouraging, training, and arming many tribal Sunni militias to fight al-
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Qaeda and provide local security, without a plan for how these groups can be reintegrated into a
cohesive state.** It is time that the US recognizes its limits of power in the region and
throughout and after the withdrawal process, facilitates a dialogue between the facets of Iraqi
society focusing on reconciliation, and involving Russia in this process will demonstrate the US’
willingness to cooperate and compromise as well as recognize Russian interests.

Iraqi stability is important for economic and diplomatic relations with Russia. Iraq needs
modern technologies and skills from contracts with major energy companies, as its fuel and
energy complex has been crippled by years of UN sanctions and the US “export of
democracy”.** Lukoil’s recent bid to develop West Qurna-2 oil field in Iraq will profit both Iraq
and Russia, but is dependent on regional stability. This is largely dependent on the Irag-Iran
relationship, from which regional stability is in the interest of both the US and Russia. In 2007,
Russian authorities stated that,

The security system in the Gulf zone should be universal and comprehensive; it

should be based on equality of and respect for the interests of the regional actors

and all other sides in all security spheres including military, economic and energy

security. These are important propositions that can ensure a sound foundation of

the security system without exclusions and exemptions. There is no such thing as

a hierarchically arranged security system in which some members are either

pushed to the side or left out in the cold. The Russian conception treats the

multisided nature of security as a mechanism that invites all sides concerned to

assess the situation, make and fulfill decisions. This gives all sides a chance to
voice their concerns and insist on their legal rights and interests.'*

A security system in the Gulf Zone called the Gulf Regional Security Forum should be
established through bilateral and multilateral consultations to work on confidence building
measures, bring the Gulf states, the US, the EU, and Russia closer together and ultimately reduce
foreign military presence in the region.®®’ Iraq was the only country capable of checking Iranian
power, but by invading Irag, the US perpetuated a shift of power resulting in Iranian regional
hegemony.**®
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The US has tried to counter Iran by forming the anti-Iranian alliance and with its own

presence in Iraq; however this is not proving successful.’** The US must enter into a dialogue

with Iran about Iraq that focuses on the ongoing US presence in Iraq and Iran’s policies and

activities supporting various Iragi factions. It must also seek to achieve a rebalancing of regional

power that can be maintained mostly by regional actors without the need for a substantial US

presence.**®  Again, Russia’s involvement in the Gulf Regional Security Forum and the US’

willingness to contribute as a member rather than a dominating leader will ameliorate US-

Russian relations. The recommendations are summarized as follows:

The US should facilitate a dialogue between the facets of Iragi society focusing on
reconciliation. Since this attempt is directed at years of historical ethnic conflict, it is critical
that local leaders from each of the Iraqgi factions take the leadership in the reconciliation
process with US, Iraqi, Russian, and other international oversight. Russia should be included
in this process because Lukoil’s contract closely ties Russian and Iraqi economic interests, as
well as other countries (China and the US among others) that have secured bids to develop
oil fields in Iraq. Russia’s involvement in this process will demonstrate that the US
recognizes and respects Russia as an independent, global actor.

The US must recognize itself as a member of the international community rather than act
unilaterally. This will demonstrate to other countries including Russia its willingness to
cooperate and in turn will result in a mutual willingness to cooperate.

In this light, a security system called the Gulf Regional Security Forum should be established
to address regional instability and security. The US, Russia, and the EU should have equal
part in facilitating dialogue and peace negotiations between the Gulf countries, particularly

Irag and Iran, and focus on re-instating a balance of power among countries.

79



The US should enter into dialogue with Iran about Iraq focusing on US presence in Iraq and
Iran’s policies and activities supporting various Iraqi factions. While this recommendation
does not directly address Russia, it directly addresses regional stability that will largely affect
Russian profits in West Quarna-Two oil fields. When Russia is finally able to see profit,
after years of unwanted sanctions preventing it, Russia will be more willing to negotiate on

the international stage and cooperate with the US.
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Trade and Foreign Assistance

Introduction

Since the fall of the Soviet Union in 1991, Russia has experienced tremendous economic
turmoil. However, in the last decade or so, under the leadership of Vladimir Putin and Dmitry
Medvedev, Russia experienced economic growth and relative stability. From the start of Putin’s
term as President of Russia in 1999 until the current global economic crisis, Russia rapidly
expanded economically by about 7% per year.'*! As a result, Russia developed a significant

growth of a middle class, a consumer base of about 140 million people®*?

and the capital to start
modernizing its infrastructure, technology and market. According to the 2008 US State
Department profile of Russia, Russian GDP for 2008 was $1.67 trillion with “principal US
exports at $9.3 billion [and] US imports at $26.7 billion”.*** Furthermore within its borders,
Russia has a tremendous wealth of natural resources (oil, natural gas, wood, and precious metals)
and a population that is nearly 100% literate.’** Russia’s growing economy over the past ten
years shows a potential of lucrative business opportunities for foreign investors** and has
propelled Russia into becoming one of the BRIC nations, a combination of Brazil, Russia, India,
and China, nations which are going to play a major role in the future of global economy.**

In recognizing that the United States stands to benefit from increased trade and generally
more friendly relations with Russia the Obama Administration has worked alongside the
Medvedev Administration in 2009 to develop the US Russia Bilateral Presidential Commission.
The mission statement of the Bilateral Presidential Commission conveys that two nations

reaffirm that the era when the two countries viewed each other as enemies is long over and in

recognition of the many common national interests, the commission is intended for and resolved
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to move beyond Cold War mentalities and chart a fresh start in relations between Russia and the
US to contribute to our future progress and shared prosperity.'*” In order to achieve this mission
in the economic arena, the Bilateral Presidential Commission will need to address some of the
key issues that hinder Russia from being a reliable trading partner. These key issues include
Russia’s use of energy wealth as a political tool, Russia’s inability to meet the requirements for
accession to the World Trade Organization, US refusal to graduate Russia from the Jackson-
Vanik Amendment, intellectual-property piracy, Russia’s protectionist policies, and continued
reports of corruption within the Russian government including a lack of transparency in legal,
banking and business systems. However, with the current global economic crisis, Russia is
looking to create a more business friendly environment for foreign investment and international

cooperation creating an opportunity to ‘reset’ relations between Russia and the US.

Recommendations
In order to facilitate economic opportunities, this report recommends the US:

e Let Russia build its relations in a more progressive, slower-scale pace in order to ensure that
Russia is ready for responsibility to join the WTO as a good trading partner.

e Resist taking a direct role in Russian-Georgian relations. Rather, the US should promote a
Free Trade Agreement with Georgia and stop funding Georgia militarily in order to ease
tensions between Georgia and Russia, thereby improving Russia’s application to the WTO.

e Convey the gravity and seriousness of Russia’s use of energy as a potential trade weapon
against the former Caucuses, Ukraine and the EU, which only serve to detract from Russia’s

chances at WTO accession.
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Indirectly promote Russian competitiveness in its markets by investing in non-Russian
petroleum markets in the Eurasian region.

Provide financial and technological support for restructuring Soviet-era reactors.

Support efforts to educate public opinion in Europe that implement stringent and rigorous
regulations for plant construction and operation management, which ensures the nuclear
power safety.

Promote the US commercial nuclear industry, sending experts to aid Russia and former
Soviet bloc with renewal of the 61 Soviet-era plants.

Promote democracy in Russia through indirect foreign aid such as voluntary technical
assistance and exchange programs.

Continue reducing nuclear weapons and expertise through foreign assistance from the
Department of Defense’s Cooperative Threat Reduction Program.

Graduate Russia from the Jackson-Vanik Amendment in order to bring about permanent
normal trade relations.

Support  NGOs and the private sector through financial assistance and greater access to
government officials and decision makers which can be achieved through (1) government
grants for the purpose of conducting research on how to further improve trade between the
two nations, and based on that research provide grants to improve, create and restructure
systems of trade.

Allow access to Russian American NGOs involved in developing economic relationships
between Russia and the US and private businesses to government officials and committees

that focus on the relationship between U.S. and Russia such as the Bilateral Presidential
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Commission in which NGOs will be able to voice suggestions based on their experience and
participate in the decided course of action by the Commission.

e Focus on the creation of American Business centers in Russia and Russian Business Center
in the US that will guide and support Russian businesses in the US and American businesses
in Russia in legal and business matters, and the development of a Russian/American business
monitoring and mediating agency that will focus on creating accountability and transparency

between Russian and American businesses.

Russian Accession to the World Trade Organization

Introduction

Accession to the World Trade Organization (WTO) has been a key trade and economic
priority for Russia since 1993. However, accession has proved to be a difficult task, even with
the support of the US and other nations. While according to the US Trade Representative
(USTR) Russia has completed bilateral agreements with the majority of member states in the
WTO including the US and the EU and has made well-advanced steps towards accession, it has

148 In

yet to complete negotiations with Georgia, Saudi Arabia, and the United Arab Emirates.
addition, many Russian trade practices do not currently conform to the WTO and its covered
agreements.

The US has a direct interest in assisting Russia to integrate into international institutions
that promote stability and prosperity, such as the WTO. The Center for American Progress

reports that “an integrated Russia will likely be a more consistent partner and a better neighbor in

the former Soviet region” and “could help facilitate our own economic growth through increased
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trade ties”.**? Russia wants to join the WTO in order to have access to export markets, as well as
participate in setting rules and regulations for world trade. Author Anders Aslund writes in the
Journal of Eurasian Geography and Economics that “Russia’s lack of membership in the WTO
constitutes a severe handicap” laying claim to only 1.6 percent of world trade in 2006 dollars as a
non-member of the organization.™®™® Thus, Russian accession is priority for both the US and
Russia itself. Russian accession would lead not only to more trade and economic growth for both
countries but also a means for dispute settlement over trade issues as well as improving bilateral
relations.

However, WTO accession is a not an easy undertaking for Russia. Russia is still in the
process of negotiating multilateral agreements over sanitary/phytosanitary measures, agriculture,
intellectual property rights protection, and the extent of state involvement in its industries.*
Russia must therefore focus on implementing the fundamental principles of the WTO into its
trade practices in order to meet the demands of these multilateral agreements. The key principles
of the WTO are the Most-Favored Nation and Natural Treatment clauses (which promote equal
treatment of domestic and non-domestic products and trade practices among WTO member
states), transparency, lowering trade barriers, and reducing reliance on tariffs, all of which are
important to the US and other prospective trade partners.*®* In addition, Russia has yet to enact
legislation necessary to implement these commitments and seal its pledge to the WTO, to better
trade relations with the US and better trade relationships worldwide.

To further complicate Russia’s application to the WTO, Prime Minister Putin declared on
June 9, 2009 that Russia would be discontinuing its application to join the WTO as a single state,
but rather as a customs union with Belarus and Kazakhstan.™® While the three countries have

decided to seek accession to the WTO separately (Belarus has yet to apply), each country plans
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on having same tariff schedule as the others. The Congressional Research Service (CRS) reports
Russia’s change in application status as “stunning” and such a move may only prove to extend
the now sixteen-year struggle for its accession to the WTO.™*

It is certain that the US role in Russia accession to the WTO should be one of support and
encouragement, yet with a watchful eye on Russian trade practices that would prove to become
problematic should Russia become a WTO member state. In addition, the US should try to build
incentives for Russia to cooperate with Georgian interests, as Georgia stands as one of few WTO
member states that have not negotiated with Russia over accession. One way would be for the
US to set up a Free Trade Agreement with Georgia that would give Russia incentives to redirect
efforts in Georgia from a political to an economic agenda to promote a more cooperative
relationship. In addition, the US should continue to be wary of Russian energy practices, and
maintain a stern posture towards Russia’s malicious use of its energy resources as a possible
weapon against dependent countries in the EU and Asia. The US should look to invest in
Eurasian energy resources and try to compete with Russia on a smaller scale and work with
regional suppliers to help bring about more competition against Russian energy influence.
Ultimately, Russia’s behavior and practices will decide its possible future in the WTO. However,
while implementing indirect strategies to not only help Russian accession but also to help EU
and American industries, the US can bolster its relationship and trust with Russia in hopes of its
accession to the WTO, which would prove to be profitable for both nations.

Background

In the executive summary of “After the Reset”, a timely 2009 commission report on US-

Russian relations, the Center for American Progress clearly states that by facilitating Russian

integration into international institutions “rather than isolation, will require greater accountability
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and could address the weakness of the rule of law and democratic practices in Russia by creating
incentives to adhere to norms and enforcing rules of behavior”.™ The potential that accession to
the WTO and other international bodies could bring not only to Russia as an economic power but
to the international community in terms of trade and political relations are compelling. In many
ways, the US and other nations view Russian accession to the WTO as a solidification of Russia
as a reliable and cooperative trading partner as well as a step away from its totalitarian and
control-oriented economic and political past.

Nonetheless, Russia has a long way to go to meet standards that would come into
compliance with WTO trade law. With regard to import and export policies such as tariffs, tariff-
scheduling, and tariff-rate quotas, as well as systemic policies such as labeling, licensing, and
standardization, and intellectual property rights, Russia falls short in meeting WTO standards
and being a reliable trade partner.*®® In addition, many WTO member states are concerned with
Russia’s growing influence in large areas of Europe’s energy infrastructure as well as its dual
pricing of domestic energy products and those traded internationally. For example, Russian
industrial consumers are charged less for gas than consumers abroad.™’ And, ultimately, Russia
will also have to take into consideration the interests of other WTO member states, such as
Georgia, that have yet to negotiate the necessary bilateral agreements required for Russian
accession to the WTO.

With regard to Russian import and export policies, the USTR points out that “Russia
continues to maintain a number of restrictions with respect to imports, charges and fees that
exceed the cost of the service, and licensing, registration and certification regimes that are
burdensome”.™*® With regards to agricultural products such as meat, Russian trade practice has

been inconsistent and unfair in its imposition of Tariff-Rate Quotas on meat imports, which

87



began in 2003."*° In this way, Russia trade practices have been viewed as essentially
protectionist and “anti-market”, and viewed as barriers to trade by the US and other nations.
Even after lifting some of these quotas in 2005 in the United States-Russian Meat Agreement,
USTR points out later that “under its ‘Government Program for Agriculture and Market
Regulation 2008-2012’, the government announced that after 2009, country allocations would be
abolished and out-of-quota tariff rates raised”.**

In addition, excessive taxes and tariffs on foreign imports such as vodka, automobiles,
and aircraft, which are key US exports, are inconsistent in furthering Russia’s accession to the
WTO and its trade relations with the US and other nations. For example, the current import duty
on a passenger vehicle is about 25%, but combined with excise taxes and a VAT, Russian taxes
amount to the vehicle costing 70% more than what it would normally be in its domestic market.
Additionally, Russia has failed to publish its trade policies and regulations in a way that
industries that trade products in Russia are able to be notified of policy changes.*®!

With regards to issues on labeling, standardization, and intellectual property rights issues,
Russia has changes to make to get into compliance with WTO law and US expectations. On the
forefront of US-Russian trade conflicts is intellectual property (IP). The CRS reports that the
“apparent lack of adequate intellectual property rights protection in Russia has tainted the
business climate in Russia for US investors for some time”, with a total loss of $2.8 billion in
losses in 2008 alone through copyright infringement.’®* And while some improvements in IP
have been made policy-wise, implementation and enforcement have been weak.

With regards to standardization, many companies find Russian technical regulations as
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major obstacles to trade.”™ While Russia requires certain safety and testing standards on many

of its products, standardization of its protocols by international bodies is limited and serves as a
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barrier to trade. With regard to pharmaceuticals, for example, the USTR points out how Russia
has “required imported pharmaceutical products to be accompanied by a complex declaration of
conformity rather than a certification”, causing many well-renown and internationally-
recognized drug companies to go through additional red tape to sell their products.*®

Russia must also come to terms with its relationship with WTO member states, like
Georgia, in order to have an opportunity to join the organization. The Center for American
Progress writes how Russia’s “August 2008 invasion of Georgia was only the most egregious
example of Moscow’s retrograde policies toward its neighbors”.*®® In addition, these “retrograde
policies” also apply to Russia’s energy practices, such as in 2004 when Russia shut off gas
supplies twice during the Ukrainian elections as well as significant decreases in gas supplied to
the EU in 2009, creating an energy scare that is taking center stage in EU-Russian relations.**®
Russia’s employment in the “dark side” of politics is one of the greatest threats it imposes on
itself with regards to its application to the WTO. Even the threat of Russia’s control of energy
resources is enough to cause severe tension between Russia and its neighbors, not to mention its
military and political pressure against Georgia. Overall, Russia has a great challenge ahead in its
accession to the WTO. It must shed its aura of protectionism and barriers to trade in favor of

better, more standardized trade practices as well as change its international reputation as a

resource manipulator and untrustworthy trading partner.

Recommendations
The role of the US in terms of Russian accession to the WTO should be one of support,
yet watchful of Russia’s actions in regard to policy implementation and its dealing with other

nations and US allies. It cannot be denied that the US, along with the EU, would like to see
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Russia join the WTO as soon as possible. However, this desire for accession is contingent on the
coercive power of the WTO to force Russia’s compliance through the Dispute Settlement Bodly,
or face the consequences of countervailing measures (retaliatory trade policies) or expulsion
from the WTO. It is best for the US to let Russia build its relations in a more progressive,
slower-scale pace in order to ensure that Russia is ready for responsibility to join the WTO as a
good trading partner.

Secondly, a key factor in WTO accession is Georgia and its refusal to complete a bilateral
agreement with Russia, a necessary component in joining the WTO. The US should not take a
direct role in Russian-Georgian relations. Rather, the US should promote a Free Trade
Agreement with Georgia and stop funding Georgia militarily. This would help relations in two
ways. First, it would signal to Russia that the US is backing off military involvement in Georgia,
which may lead to Russian forces leaving as well, thereby improving Russian-Georgian
relations. Secondly, it would let Russia see the benefits of an FTA with the US less the Jackson-
Vanik Agreement, which it would not be subject to in an FTA with the US through WTO
accession. In addition, Russia would be more able to start a bilateral dialogue with Georgia once
the US detaches itself politically and simply works with Georgia economically.

Furthermore, the US needs to convey the gravity and seriousness of Russia’s use of
energy as a potential trade weapon against the former Caucuses, Ukraine, and the EU, which
only serve to detract from Russia’s chances at WTO accession. The US should indirectly
promote Russian competitiveness in its markets by investing in non-Russian petroleum markets
in the Eurasian region. This would help to build investment opportunities and US/EU market
penetration that would not only help the US economically but also help to lower Russian market

share in natural gas and petroleum markets and help to reduce domestic and international price
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disparity (“‘dual pricing issues”). Once competition is established, it would also open doors to

Russian-American investment, assuming US companies could prove to be strong competitors in

select markets and entice Russia to import some of the energy products.

It is best for the US to let Russia build its relations in a more progressive, slower-scale pace
in order to ensure that Russia is ready for responsibility to join the WTO as a good trading
partner.

The US should not take a direct role in Russian-Georgian relations. Rather, the US should
promote a Free Trade Agreement with Georgia and stop funding Georgia militarily. This
would help to ease tensions between Georgia and Russia, thereby improving Russia’s
application to the WTO.

The US needs to convey the gravity and seriousness of Russia’s use of energy as a potential
trade weapon against the former Caucuses, Ukraine and the EU, which only serve to detract
from Russia’s chances at WTO accession.

The US should indirectly promote Russian competitiveness in its markets by investing in
non-Russian petroleum markets in the Eurasian region. This would help to build investment
opportunities and US/EU market. This would not only help the US economically but also
help to lower Russian market share in natural gas and petroleum markets and help to reduce

domestic and international price disparity (dual-pricing).
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The US and Russian Foreign Policies in the Russian Energy Sector

Introduction

Energy security in relation to Russian foreign policy is one of the imperative concerns for
the US because Russia has used its energy sector as a useful and powerful tool in international
politics. Russia holds an estimated 5-6% of the world’s proven oil reserves, around one-third of
the natural gas reserves of the world and is one of the world’s largest coal producers.’® During
the gas transit disputes between Ukraine and Russia in the winters of 2006 and 2009, 18
European countries experienced a hardship due to insufficient gas supplies.'®® The European
Union (EU) member nations have depended on Russian energy for 25% each of its gas and oil
needs.® The former Soviet Union bloc of Eastern European countries, many of which share a
border with Russia, are even more dependent on Russian energy.'"
Background

One of Russia’s influential political tools in the energy field is the state-owned energy
corporation, the giant natural gas monopoly Gazprom. The Russian government owns more than
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50% of Gazprom’s shares. Russia’s extreme protectionist policies in regard to the energy

fields is an indication that the Russian government does not intend to liberalize Gazprom

business practices.’’?

Gazprom has aggressively pursued a consistent pattern of absorption,
merging and joint ventures with other companies and has established a number of subsidiaries
domestically and internationally. The company has made deals for energy extraction and
transportation with companies such as OMV (the Austrian oil and gas incumbent), Gas

International GmbH and CEGH (the Central European Gas Hub).!”® There have also been deals

with Nigeria's state-operated energy companies, in which a new firm called Nigaz has been
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formed.’™ One of Gazprom’s subsidiary companies, Gazprom Marketing & Trading (GM&T),
is based in the United Kingdom; GM&T also has branches located in Berlin, Houston,
Manchester, Paris, and Singapore.'”® These international agreements have resulted in Russia and
Iran controlling almost half of the world’s proven natural gas reserves.'’®

Russia’s economic behavior, including Gazprom’s business expansion, seems to suggest
that it is seeking economic hegemony in the energy field, very much the way that the Soviet
Union did in order to develop political hegemony. Moreover, conflicts in energy issues with
Russia, together with Russian concerns about the slow pace of its WTO accession and security

concerns about NATO expansion, have increased tension between Russia and the US.'”’

178 \While Russia seeks

Russia’s interest in energy related issues do not agree with US interests.
strategic partnership development with the EU, especially regarding an economic and political
energy-alliance based on equal rights, the US has not been a key player in pursuing this.
Furthermore, Russia seeks the strengthening of its status in the global energy market, and hopes
that the US’ negative response would turn to a positive one. By contrast, the US wants to secure
a guarantee for “the greatest possible energy independence,” in which Russia would have a role,
but not the preeminent one.*™

On the contrary, the position of US policy over energy issues regarding Russia has been
in transition since the Obama Administration’s effort to “reset” relations with Russia. Still the
Obama Administration retains promotion of energy diversification of supplies and infrastructures
in Europe.’® For this reason, the Obama Administration advocates building several pipelines in
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order to decrease European dependence on Russian energy.” Currently, the US’ view is that

Russia and the US are not playing a “great game” due to the continuation of geopolitical
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conflicts over energy supplies of Central Asia, while the US is seeking to work out issues with
Russia.'®

Many EU member states also want to be free of their heavy dependence on Russian
energy.'®® One step in this direction is the Nabucco pipeline, “a milestone for energy-hungry

Europe”, a €8 billion project.'®*

Currently, the authorities are concerned that there are not enough
suppliers to fill the Nabucco Pipeline to full capacity.*® However, the agreement of the Nabucco
transit on July 13, 2009, between Turkey and the four EU states (Austria, Bulgaria, Romania,
and Hungary) eased concerns of the EU and the US, increasing confidence about gas supplies.*®®
Azerbaijan is a strong candidate for one of the main suppliers, but Russia just negotiated a large
deal with Azerbaijan two weeks before this EU-Turkey deal; Russia will purchase 500 million
cubic meters of natural gas annually.®”  Another supplier candidate, Turkmenistan, disagrees
with Azerbaijan over Caspian Sea rights, which involves the main route of the pipeline
project.'®®

On the other hand, Russia plans to send its gas to Europe through the Nord Stream and
South Stream pipelines. Russia intends to undermine the EU’s strategy of reducing Russian gas
dependency, and the South Stream is the rival pipeline project to the Nabucco pipeline. The

South Stream Pipeline €25 billion project would provide 31 billion cubic meters of gas and pump

it from Central Asia and Russia to Europe through the Black Sea.'*°
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Projected routes of Nord Stream, Nabucco and South Stream pipelines
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Another problematic issue in the Russian energy sector includes the fact that Russia and
some former Soviet bloc states have numerous nuclear plants from the Soviet-era still in
operation, include the same type of plants that led to the 1986 Chernobyl accident in Ukraine: in
Armenia, the Czech Republic, Hungary, Lithuania, Slovakia, Ukraine, and Russia for a total 61
plants.’®* These plants constantly remind the international public about the Chernobyl accident.
The EU is excessively sensitive about them despite some significant improvements already made
comparable to western standards for safety. For example, in 2006, the EU insisted to close the
two early Soviet design reactors in Bulgaria despite more than a decade of safety improvements
and the positive reports of International Atomic Energy Agency and the World Association of

Nuclear Operators; “the units met all necessary international standards for safe operation.”192

Recommendations

The US seeks to balance increasing Russian influence on the world oil and gas market, as
well as wants to compete with Russia by seeking alternative energy sources in Europe.
However, the US also seeks to stabilize and facilitate US-Russian relations. Two
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recommendations would advance these somewhat contradictory goals. (1) The US should
actively participate in both the Nabucco and South Stream pipeline projects, as well as (2) offer
financial advice and technology support for the restructuring of the Soviet-era nuclear power
plants, which are still under operation in former Soviet bloc countries and Russia, including
restarting two closed plants in Bulgaria.

The Obama Administration should strongly support the Nabucco pipeline project through
working with the EU, the Central Asian countries and some Middle Eastern nations, which are
candidates for the energy supply, transit participants and the use of energy from the pipeline.
The US’ support for the Nabucco pipeline will help to ensure the independence as well as
sovereignty of former Soviet bloc nations, and strengthen US relations with the Middle Eastern
states. The US’ support will also help ensure European energy independence from Russia.
Moreover, the Obama Administration’s support for the Nabucco pipeline would facilitate energy
sector development in Central Asia by increasing investment in Central Asia’s energy sector,
helping secure the energy sources for the Nabucco pipeline in Azerbaijan, Kazakhstan,
Turkmenistan, and Uzbekistan.

Azerbaijan’s possible natural gas reserves are approximately 15 trillion cubic feet, and its
Shah Deniz Phase 2 gas field’s development completion has been delayed for two years due to
disagreement with Turkey concerning transit rights.’®® Kazakhstan’s estimated proven natural
gas reserves are 100 trillion cubic feet, and there are several pipeline developments being
considered for the Caspian Sea region.® Therefore, there is huge potential for both Kazakhstan
and the US for opening up new natural gas markets. In 2006 and 2007, Turkmenistan exported
1,593 and 1,745 billion cubic feet of natural gas respectively, which accounts for the world’s
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10th natural gas net export. However, Turkmenistan and Azerbaijan have a conflict over
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Caspian Sea rights involving the Nabucco pipeline’s main route.”™> Uzbekistan’s natural gas net

export was 447 and 495 billion cubic feet in 2006 and 2007 respectively, not as much as the
other three Central Asian states, but still abundant enough to profit.'*’

For promotion of energy sources to the pipeline through the Central Asian energy sector
development, the Obama Administration’s strategic role for arbitration is essential both between
Turkey and Azerbaijan as well as between Turkmenistan and Azerbaijan.

The US should also respond promptly to some Middle Eastern countries’ positive
responses to the Nabucco pipeline project regarding the supply of gas by Egypt, Iraq, Syria,
Turkey, and possibly Qatar. The Obama Administration should also play a key role in settling
regional issues, such as the Kurdistan ethnic conflicts with Iraq and Turkey.'®® By removing
political obstacles to participation in the Nabucco pipeline, the Obama Administration would
advance the pipeline’s economic feasibility.

On the other hand, in order to show Russia that the US is not taking any side in energy
markets against Russia’s interests; the US should actively participate in the South Stream
pipeline project. With the EU’s cooperation, the US should initiate a rerouting of the South
Stream pipeline. The currently planned route of the South Stream pipeline’s offshore section

passes through the Black Sea to the Bulgarian coast (see the map 60 below).*®

= _1 200
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A rerouting to almost horizontally penetrate the center of Romania’s land via Black Sea and
Serpent Island and include Ukraine would shorten the distance of the pipeline and dramatically
reduce the total cost of building the pipeline as well as transporting energy. This rerouted

pipeline would still go through Bulgaria, Hungary, and Turkey to reach Serpent Island,

v 201

Austria, Greece, and Italy; this reroute pipeline would connect almost vertically to the current
onshore route, which runs north-south direction near Sofia in Bulgaria (see the map 50 above).
In fact, Ukraine has repeatedly had disputes with Gazprom over Russian gas transportation.
Therefore, reliable energy supplies for Ukraine would be advanced if it became part of the South
Stream territorial geography.

Another recommendation to secure alternative energy sources in Europe is through the
restructuring of the faulty Soviet-era nuclear power plants in Russia including the former Soviet
bloc to ensure the safe and adequate supply of different sources of energy. Nuclear power is one
of the cleanest and the most efficient energy sources when it is handled correctly.?®® Therefore,
restructuring those Soviet-era nuclear power plants is essential for Russian and European energy
needs, and the restructuring requires a radical process to complete successfully. There is a great
possibility here for the US to take the initiative and collaborate with Russia in the nuclear power
field. This effort would promote US economic growth and create stronger ties between the two

nations.
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The US should provide financial and technological support for restructuring these
reactors. The Obama Administration should propose Russia finance the project, and enable
Gazprom and other prosperous Russian firms to participate in the restructuring financially. The
US should support efforts to educate public opinion in Europe and to implement stringent and
rigorous regulations for plant construction and operational management including nuclear waste
management. The Obama Administration should promote the US commercial nuclear industry
by sending experts to aid Russia and the former Soviet bloc in the renewal of the 61 Soviet-era
plants including the two closed plants in Bulgaria. This project has great potential for
revitalizing the US labor market and promoting business growth in the field of civilian nuclear
research, development and production.

e Strongly support the Nabucco pipeline project through working with the EU, the Central
Asian countries, and some Middle Eastern nations in order to help ensuring the
independence, sovereignty of former Soviet bloc nations, strengthen the US relations with the
Middle Eastern states, and European energy independence from Russia.

e For promotion of energy sources to the pipeline through the Central Asian energy sector
development, the Obama Administration’s strategic role for arbitration is essential both
between Turkey and Azerbaijan as well as between Turkmenistan and Azerbaijan.

e Respond promptly to some Middle Eastern countries’ positive responses to the Nabucco
pipeline project regarding the supply of gas by Egypt, Iraq, Syria, Turkey, and Qatar. The
Obama Administration should also play a key role in settling regional issues, such as the
Kurdistan ethnic conflicts with Iraq and Turkey.

e Actively participate in the South Stream pipeline project: initiate a rerouting of the South

Stream pipeline with the EU’s cooperation; rerouting to almost horizontally penetrate the
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center of Romania’s land via Black Sea and Serpent Island, include Ukraine to shorten the
distance of the pipeline and dramatically reduce the total cost of building the pipeline as well
as transporting energy.

e Provide Russia financial and technological support for restructuring Soviet-era nuclear
reactors; enable Gazprom and other Russian prosperous firms to participate in the
restructuring for finance.

e Support efforts to educate public opinion in Europe that implement stringent and rigorous
regulations for plant construction and operational management, which ensures the nuclear
power safety.

e Promote the US commercial nuclear industry, sending experts to aid Russia and former

Soviet bloc with renewal of the 61 Soviet-era plants and the two closed plants in Bulgaria.

Foreign Assistance

Introduction

United States assistance to Russia has gone through many changes since the collapse of
the Soviet Union. Since the collapse, US objectives, goals, and attention have shifted more
towards security concerns rather than democratization.  Additionally, Russia, both its
government and its citizens, has become more hesitant to accept aid that affects the internal
infrastructure of Russia or allows Western influences to enter Russian society. In order to further
and improve relations with Russia, the Obama Administration should cooperate with Russia in
deciding upon foreign aid programs. In the interests of national security, democracy, and in

establishing stable relations with Russia, the Obama Administration should base aid programs
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upon Russian interests in addition to US interests in order to (1) promote democracy through
indirect foreign aid such as voluntary technical assistance and exchange programs and to (2)
continue reducing nuclear weapons and expertise through foreign aid from the Department of
Defense’s Cooperative Threat Reduction Program.
Background

Both the objectives of fostering foreign aid to Russia and requirements placed upon
Russia in order to receive that aid have seen changes in the midst of new developments. Firstly,
the three primary objectives of foreign aid to Russia were to facilitate the transition from
authoritarianism to democracy, to promote a free market economy, and to manage the

® But because of

proliferation of nuclear, chemical, and biological weapons and expertise.?
Russia’s conflict within Chechnya and the War on Terror, humanitarian relief and supporting the
war on terror have become new objectives.”® In order to receive aid, Russia has had to comply
with stipulations concerning tolerating religious minorities, stopping sales of nuclear reactor
technology to Iran, and cooperating with international investigations of Chechnya-related war
crimes.?®® But because of Russia’s cooperation in the War on Terror, the United States has been
relaxed in holding Russia to cooperating in the Chechnya-related war crimes.?® As a result, the
US’ priorities have moved away from upholding Russia to earlier requirements and have shifted
towards the promotion of American security.

US foreign aid has primarily been distributed through two sources, the FREEDOM
Support Act and the Department of Defense. Congress has used the FREEDOM Support Act
(FSA) of 1992 under the foreign operations budget to provide various types of assistance to

influence policy through promoting economic growth and democratization.?” The Department

of Defense (DOD) has funded the dismantling and securing of nuclear weapons through the
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Cooperative Threat Reduction Program (CTR).2®® Since the beginning of US aid efforts, US
attention has shifted from the promoting democracy to security concerns. From FY1992 to
FY2008, the United States has almost budgeted up to $17 billion in assistance to promote
democratization, create market reform, and address humanitarian needs in Russia, but over half
of the assistance has gone towards CTR and other security programs.””® Aid to economic and
social development has significantly decreased falling from 43.5% of the budget in FY1995 to
14.4% in FY2005.%° In contrast, aid for security programs including nonproliferation of nuclear
weapons has increased significantly from 23.7% in FY1995 to 67% in FY2005.?" The trend
appears to be continuing with a request of $351.6 million for the FSA account in FY2008, a 22%
decrease from the previous year.?*? In contrast the requested funds for Department of Defense’s
Cooperative Threat Reduction Programs has remained relatively constant with $348 million in
FY2008 compared to $372 million in FY2007.** The goal is for the FSA account to be
eventually “phased-out,” but there are no plans to phase out aid from the DOD.?* The shift of
funds toward the nonproliferation of nuclear weapons from democratization reflects United
States concerns with safety and defense of Russia’s nuclear weapons with the onset of the War
on Terror.

In addition to the plans for phasing-out democracy assistance through the FSA account,
United States efforts to promote democracy in Russia have been deterred by Russia’s
government and people. In order to transform their political institutions, Russians welcomed
democracy promotion assistance in the 1990s, but because of the prevalence of chaos,
corruption, and economic uncertainty and collapse during this time, Russian citizens are now

5

disillusioned with Western-style democracy.?®> Russian citizens now place importance upon

economic security before democracy.?*® It should come as no surprise then that Russians
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presently do not appear or demonstrate signs of being disturbed by their current state of affairs or
the government’s practices and are pleased with the present balance between what they view as
“competent governance and some limitations on freedoms”.”*’ As a result, any decisions the
Obama Administration may make in regards to foreign aid to Russia must take into account the

Russia’s disillusionment with Western-style democracy.

Recommendations

The Obama Administration’s primary goal in developing assistance programs should be
to take into consideration and to cooperate with the interests of Russia while maintaining US’
interests of promoting democracy or upholding of laws and justice and securing the safety of
American citizens living in Russia. Both the goals of democratization and nonproliferation of
nuclear weapons can be achieved through cooperation. In US’ cooperative efforts with Russia,
the Obama Administration should (1) promote democracy through indirect foreign aid such as
voluntary technical assistance and exchange programs and (2) continue reducing nuclear
weapons and expertise through foreign aid from the Department of Defense’s Cooperative Threat
Reduction Program.

Firstly, the United States can continue to use assistance programs to facilitate democracy
within Russia and uphold human rights, political pluralism, and the rule of law while also

® In order to achieve such a feat, the

respecting Russia’s distinguishing history and culture.?!
United States will have to take a more tactful and indirect approach. For example, the US should
offer to assist in fighting corruption and improve rule of law through technical assistance.?*®

Additionally, the US can expand exchange programs to allow judges and Russian executives to

come and learn from our current justice and business systems.??°
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Secondly, the United States should continue to aid in the nonproliferation of nuclear
weapons. Since 1993, the United States has funded programs under the Cooperative Threat
Reduction Program. The importance of these efforts is displayed through the expansion of
programs to Department of Energy and Department of State in addition to the Department of
Defense and in the increase of funding from $400 million initially to more than $1 billion across

221

the three agencies.”~ Russia’s President Medvedev and President Obama have even signed a

joint statement on nuclear cooperation indicating a bilateral agreement to continue programs in

the destruction of nuclear weapons.??

Since the US and Russia have similar goals in the

reduction of nuclear weapons, the US should continue to offer assistance in the nonproliferation

of nuclear weapons through the three agencies: Department of Defense, Department of Energy,

and the Department of State.

e Promote democracy in Russia through indirect foreign aid such as voluntary technical
assistance and exchange programs.

e Continue reducing nuclear weapons and expertise through foreign assistance from the

Department of Defense’s Cooperative Threat Reduction Program.
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Jackson-Vanik Amendment

Introduction

The Jackson-Vanik amendment, first enacted in 1974, was meant to prohibit the USSR
from attaining permanent normal trade relations status until it lifted its restrictions on
emigration.””® Even though, Russia has shown continued compliance the initial requirements of
the amendment, it has yet to be graduated from the amendment. In order to improve relations
with Russia and since they are acting within the requirements of the initial agreement, the Obama
Administration needs to graduate Russia from the amendment to permanent normal trade
relations.
Background

The Jackson-Vanik amendment originally prohibited the USSR from normal trade
relations in response to emigration restrictions. But since 1992, the president has annually
waived Russia from the provisions of the amendment in order to continue normal trade between
Russia and the United States.”** Both the Clinton and Bush Administrations have even affirmed
that Russia is in compliance with the requirements of the amendment but have not attained the
necessary legislation to graduate Russia from the amendment.”® The lack of support from the
legislature is not responsive to Russia’s emigration policies and practices, which have changed

fundamentally since the enactment of the amendment.

Recommendations
It is necessary to repeal the Jackson-Vanik Amendment in order to improve relations

between the United States and Russia. By building a legislative compromise to repeal the
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Jackson-Vanik Amendment, the Obama Administration would be liberated of an irritation to
bilateral relations.?”® Secondly, the repeal would be a step in expanding commercial links with
Russia.”’’ Some Congressmen have been hesitant to grant Russia a formal graduation due to
concerns that Russia is not making progress toward democracy.?® The degree of democracy
should not be used in determining whether Russia should be graduated from the Jackson-Vanik
Amendment as long as they act within the bounds of the initial agreement which called for open
emigration. Since Russia acts in accordance with the original requirements of the amendment,
the Obama Administration and Congress should make it a priority to formally graduate Russia

from the Jackson-Vanik Amendment to permanent normal trade relations.

Business Development and Economic Relationship

Introduction

The mission statement of the U.S.-Russian Bilateral Presidential Commission makes a
point of reaffirming that the era in which the U.S. and Russia viewed each other as enemies is
over,?? indicating that although the Cold War may be over, a lack of trust and feelings of enmity
still exist between the two countries at least on some level. Particularly in the last years of the
Bush Administration, Russian-U.S. relations soured and Cold War feelings resurfaced with the
Russian-Georgian war in 2008. Although the Obama and Medvedev Administrations are
working to “reset” the relationship between the two states, the issues that caused the tensions
between the two in the first place remain. With the current global economic crisis that both
nations are recovering from, a need for more economic integration between the U.S. and Russia

is greater than ever. Both Medvedev and Obama recognize the importance of economic
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cooperation between Russia and the US; therefore within the Bilateral Presidential Commission,
the two sides created a subcommittee for Business Development and Economic Relations.
However, the ability of the subcommittee on Business Development and Economic Relations to
build trust and business relationships between Russian and American businesses relies on
supporting the work of NGOs who have been working with American/Russian businesses. This
is because these NGOs have long-standing, well-established relationships within the Russian
business world and the Russian government.
Background

The decade of tremendous economic growth Russia experienced under President
Vladimir Putin is largely accredited to Russia’s natural resources and the nationalization of the
oil and gas industries in which foreign investors such as ExxonMobil and ChevronTexaco lost

0

over S80 million in investment money.?® However, the current global economic crisis hit

Russia particularly hard and The Medvedev/Putin Administration is looking to foreign

investment and private enterprise to pull Russia out of the recession.?*

In this environment,
Russia has a lot to offer foreign investors and private enterprises, particularly from the West.
The Russian land possesses a great wealth of natural resources and the Russian economy

remains highly dependent on oil and gas export receipts,?*?

its industry is split between globally
competitive commodity producers such as oil and natural gas and less competitive heavy
industries such as steel and primary aluminum.?®® With domestic investments and interest tied
up in extracting these resources, the opportunities for foreign investments lie in Russia’s need to
modernize its infrastructure, its technology and the lifestyle of its people.?®*

The growth of Russian industry and the expansion of the middle class have created the

capital to back new construction products in Russia that range from extensive residential to
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commercial construction across Russia, infrastructure projects and, to some extent, planning for
the Sochi Olympics.”® Construction needs in Russia include construction equipment, light
trucks, service equipment, building products, machine tools, metalworking equipment, industrial
chemicals, and chemical production equipment.?®*® The Russian construction market maintained
growth of about 10-15% on average through 2008 and even with some postponements of projects
in 2009 the construction market offers opportunities for U.S. construction, equipment and
distributors.?’

The growth of construction industries, the middle class, and a new friendly environment
toward foreign investors even in the oil industry, offer ample and lucrative opportunities for U.S.
technology, software, and telemarketing industries to enter the Russian market. According to the
Institute of Modern Development, mobile operators' revenues amounted to $21 billion in 2008.
The average revenue per user (ARPU) by the end of 2008 had increased almost 40% to $11.%

However, it is not only Russian consumers that are in need of a technological upgrade,
Russian oil companies are embracing new technology and as Russian oil companies adopt
technologies, such as horizontal wells and computerized reservoir management systems, the
estimated recovery rates of oil are being revised. Thanks to new techniques, it is possible to

obtain oil even from apparently depleted fields.”®

In general, it is not just oil and
telecommunications that are looking to technology to improve efficiency and production. Most
major industries are in the market for new technology from agriculture to steel, even to the
military.

The growth and the expansion of the Russian middle class have created a whole new type

of consumer market in Russia, one with which US investors and firms are quite familiar.

Opportunities for retail and food franchises, automobile sales, medical equipment, and
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pharmaceuticals are a perfect fit for US business.

Over the past several years, the Russian pharmaceutical market has experienced the
fastest growth in the world mainly due to the improved living standards of its population.?*
According to a table from the U.S. Federal Statistic Committee seen below, Russia’s imports of
pharmaceutical products greatly outweigh its exports; furthermore, the U.S. as of 2008 has only a

small portion of that market, thus showing opportunity for growth:

- 2008
$ millions 2006 2007 Estimate
Total Market Size 7,750 8,900 9,900
Total Local Production 2,500 2,600 2,800
Total Exports 250 300 600
Total Imports 5,500 6,600 7,700
Imports from the U.S. 400 500 600

Sources. Federal Customs Service, Federal State Statistics Committee, DSM Group, Remedium

The high education level of consumers and the expansion of the middle class have grown
tremendously. The recognition of certain brands and franchises, the popularity of western culture
and the increase in consumer’s salaries all contribute to a growth of consumers who are similar
to those in the U.S. and most Western countries. Since 2000, the number of franchising systems
in Russia has grown from 54 to approximately 300, with some sources estimating as many as
600. There are over 160 domestic franchising businesses in Russia, with a total of 2,900
franchisees.***

Even though the Russian market showed great potential for foreign investments prior to
the economic slowdown and US firms consistently reported that their Russian operations

242

outperformed those in most other countries where they conduct business,” there are still

difficulties and challenges in working in the Russian market. These challenges include
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transparency and flow of information from Russian businesses, corporations and firms, high
tariffs, taxes on imports and foreign businesses, crime, and corruption.

Russia has a complex bureaucratic system at a federal level, it is even more so on a
regional level. Within this complex and slow system, there are a multitude of tariffs and tax laws
that are not always translated into English and require a company to have a reliable advocate and
agent in Russia. Legislature is not only complex but it also contains high taxes and tariffs which
cut into profits. For example, the Profits Tax in Russia is levied on gross profits and currently the
profit tax stands at 20%. Furthermore, the regional authorities may, at their discretion, reduce
their regional Profits Tax rate to as low as 13.5%. Thus, the overall tax rate can vary from 15.5%
to 20%.%** Russia not only heavily taxes imports but it also heavily restricts imports, especially
those that compete with Russian products.

Although Russian legislation is very detailed and thorough with regards to foreign
imports and foreign trade, Russian legislation on domestic business can be vague. With the
collapse of the Soviet Union and the turmoil and confusion that collapse brought, many
businesses were obtained by illegal means and currently many businesses could be potentially
closed by the Russian government. Such businesses are reluctant to freely provide corporate
information. Also the Russian banking system in Russia is unstable and “many of the slightly
more than 1,100 banks registered are ‘pocket banks,” whose main function appeared to be money
laundering for specific enterprises or corporations”.?** Thus many foreign investors fear entering
the Russian market because of unstable economic infrastructure and corporate corruption.

Much of the potential in the Russian market lies in technology and software. However the
Russian Market is notorious for intellectual property piracy. In 2008 copyright industries

sustained losses of nearly $3 billion to copyright infringement and software piracy in Russia.
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Although, just this past year, Russia has improved legislature to protect intellectual property and
has seen some success it remains on the United States Trade Representative Watch list for

intellectual property piracy.**

Recommendations

The United States stands to benefit from increased trade with Russia in that increased
trade will financially benefit the citizens of both nations, and create stronger economic ties
between Russia and the US promoting mutual stability politically and economically. Productive
foreign-economic relations tend to moderate the behavior of U.S. trading partners.”*® However,
as the United States and Russia have a difficult and tumultuous history and issues of arms
control, human rights and regional issues create further tensions, a direct government-to-
government economic reform and negation is difficult and slow.

To promote trade between the United States and Russia the Obama Administration
should focus on non-profit and private organizations that facilitate business relationships
between Russian and American businesses and regional government. Focusing on such groups
would create grassroots movements and motivate local businesses to appeal to their
governments, avoiding the bigger political tensions between the two nations and promoting
democracy and civil participation in government.*’

Several non-profit organizations that focus on building business relationships between
U.S. and Russia are well-established in the US; these organizations include The Foundation of
Russian American Economic Cooperation, US Russian Business Counsel and the Coalition for

U.S. and Russian Trade. The membership rosters of these organizations include Google,

Microsoft, Boeing, The Port of Seattle, and The Port of Everett among others and have
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maintained relationships with Russian officials and business for over 20 years. In focusing on

these organizations as an avenue for Russian and American cooperation the Obama

Administration should specifically:

Support  NGOs and the private sector through financial assistance and greater access to
government officials and decision makers which can be achieved through (1) government
grants for the purpose of conducting research on how to further improve trade between the
two nations, and based on that research provide grants to improve, create and restructure
systems of trade.

Allow access to Russian American NGOs involved in developing economic relationships
between Russia and the US and private businesses to government officials and committees
that focus on the relationship between U.S. and Russia such as the Bilateral Presidential
Commission in which NGOs will be able to voice suggestions based on their experience and
participate in the decided course of action by the Commission.

Focus on the creation of American Business centers in Russia and Russian Business Center
in the US that will guide and support Russian businesses in the US and American businesses
in Russia in legal and business matters, and the development of a Russian/American business
monitoring and mediating agency that will focus on creating accountability and transparency

between Russian and American businesses.
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