
CONTENT ANALYSIS

The article reviewed below is an executive summary of a set of proposals put forward by the Heritage Foundation’s Ariel Cohen and Richard E. Ericson. Although there are some commendable points made by the authors, it suffers from the usual Washington consensus bias that sees Russia’s role in international affairs as one that should serve primarily American and Western interests, regardless of Russia’s national and security interests.  No substantial concessions are made to Moscow.  Belated and therefore insubstantial concessions are made only to have their effect negated by putting new roadblocks in Moscow’s efforts to integrate into the global and Western economy.  The paper ignores NATO expansion – the pivotal issue impacting the relationship – and proposes to continue policies that dismantle and deny Russia a small sphere of influence in countries directly on its borders – while the U.S. reserves the right to add those same countries to its global sphere of ‘vital interests.’ 
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Executive Summary: Russia's Economic Crisis and U.S.-Russia Relations: Troubled Times Ahead

ARIEL COHEN and RICHARD E. ERICSON

As the Obama Administration embarks on a major readjustment of U.S. policy toward Russia, U.S. policymakers need to understand how the economic crisis is influencing Russia's foreign and domestic policies, and thereby affects U.S. interests. Much of Russia's assertiveness and adventurism in recent years floated on a bubble 

of expensive oil and natural gas exports
.4,7,8
As Russian leaders realize their country's economic weakness, the Administration should deny Russia economic benefits if Russia pursues anti-American policies or refuses to enact the needed policy changes, especially on Iran. At the same time, the U.S. should devise incentives that facilitate Russia's integration into global markets and promote policies in sync with U.S. goals. Unilateral concessions by the Obama Administration will not work, whereas pursuit of mutual strategic and economic interests is possible. Specifically, the U.S. should work with its European allies to diversify their energy

supplies, to defeat Russian hopes of blackmailing Europe into further strategic concessions, to block Russian weapons and sales to Iran and Venezuela, and to oppose Russia's attempt to reestablish its hegemony in the "near abroad."
3,7,8
Russia's falling economic performance has dampened some aspects of the revisionist 

rhetoric, but has not drastically changed Russia's foreign policy narrative, which remains decidedly anti-status quo and implicitly anti-American. Recent increases in oil prices ensure the continuity of this policy thrust. Unless the Kremlin significantly reorients its foreign and security policy priorities, the Obama Administration's attempt to "reset" U.S.-Russian relations may fail
.7
The Russian Economic Crisis and Foreign Policy. Since summer 2008, the Russian economy has undergone a major meltdown, largely due to the global financial crisis. The crisis caused a significant decline in oil and gas revenues, the principal source of income for the Russian economy and government. Beginning in the fall of 2008, the financial resources for Russia's assertive foreign and defense policy dwindled, with Russia's massive hard currency reserves declining from about $600 billion to about $400 billion. However, economic growth resumed in the second quarter of 2009 before the reserves were exhausted.

Yet during the current crisis, Russia has continued to voice strong grievances against the 

West and demanded changes in key international economic and European security institutions.

The U.S. Policy Conundrum. The United States has used economic levers to deal with Russia for more than 70 years with mixed results until Ronald Reagan won a decisive geo-economic victory over the decrepit Soviet system. Today, U.S. interests in Russia include:

•Stopping or at least slowing Russia's slide toward a state capitalist model, which makes externally aggressive authoritarianism more viable;
2,7
•Encouraging Russia to develop more transparent business practices, which will attract American business and help Russia's candidacy for membership in the World Trade Organization (WTO);
2,7,8 and

•Increasing Russia's integration into the global economy.

The U.S. is interested in demonstrating to the Russian leaders that their current policies could lead toward imperial overstretch and isolation
.2,7 Offensive Russian priorities--including support of Iran and Venezuela; building military bases in 

Central Asia, the Caucasus, and the Middle East; and ambitious pipeline projects--could prove economically unviable. In the long term, they could become unsustainable liabilities that impoverish the Russian people
.2,3,4,7,8
What the U.S. Should Do. It is in long-term U.S. and Russian interests for Russia to abandon its revisionist rhetoric and policies and to join the community of market economies. Moscow could become a more viable U.S. partner if it demilitarized its foreign policy and refocused on economic modernization and international integration. However, such a shift will require profound changes within Russia. To this end, the U.S. should offer incentives for changes that facilitate Russia's integration into global markets and disincentives for anti-American or destabilizing policies
.3,7,8 Specifically, the U.S. should:

•Work with key European governments to address their overreliance on Russian gas;

•Support diversification of energy transportation routes in Eurasia;

•Cooperate with Western governments to track and prosecute Russian state and oligarch money laundering activities, corruption, and unfair competition practices;

•Place conditions on Russian borrowing from international financial institutions;
7
•Encourage Russia to deepen its economic reforms and diversify its economy;

•Make the rule of law and good governance litmus tests in developing U.S.-Russian economic relations;

•Support Russian membership in the WTO and OECD if it opens its economy and implements transparency, rule-of-law, and anti-corruption measures; and

•Repeal the Jackson-Vanick Amendment
.7
Conclusion. The economic crisis has selectively toned down Russia's rhetoric, but has not sufficiently changed the basic priorities of the top Russian national leadership
.2,3,7
When dealing with Russia, the U.S. should staunchly protect its national security and 

foreign policy interests. This is not the time  for counterproductive, unilateral concessions, which may cause further Russian recalcitrance. Yet by increasing Russia's stake in the global economic pie it is likely that its rulers may emphasize the economic agenda over the 19th century-style expansionism. This is an option that Congress and the Obama Administration should pursue while driving a hard bargain on vital national security priorities.

Dr. Gordon M. Hahn – Analyst/Consultant, Russia Other Points of View – Russia Media Watch; Senior Researcher, Monterey Terrorism Research and Education Program and Visiting Assistant Professor, Graduate School of International Policy Studies, Monterey Institute of International Studies, Monterey, California; and Senior Researcher, Center for Terrorism and Intelligence Studies (CETIS), Akribis Group. Dr Hahn is author of two well-received books, Russia’s Islamic Threat (Yale University Press, 2007) and Russia’s Revolution From Above (Transaction, 2002), and numerous articles on Russian and Eurasian politics.
4,7,8 CLAIM UNSUPPORTED BY DATA/FACTS, ONE-SIDED PERSPECTIVE, LACK OF COMPARATIVE CONTEXT: The authors do not detail Russia’s assertive and adventurist behavior to support his claim.  One can assume from the past writings and activity of Dr. Ariel Cohen that he would include Russia’s involvement in the Georgian-Russian/Ossetian war of August 2008.  However, as the recent EU commission report and our own analyses of weeks after the war concluded, the war was begun by Georgia after both sides engaged in provocations and small skirmishes.  Moreover, U.S. support for Georgian President Mikheil Saakashvili’s aggressive statements and behavior, including the rather ‘assertive and adventuristic’ policy of expanding NATO to a Georgian state with an irresponsible, indeed ‘assertive and adventuristic’ leadership of its own, provides a comparative context that makes Russian moves appear less provocative in relative terms.  Please see the EU report at www.russiaotherppintsofview.com.  See also Gordon M. Hahn, “The Making of the Georgian Five-Day War: A Chronology of Military and Violent Events, June-August 7, 2008,” Johnson's Russia List, #173, 24 September 2008, www.cdi.org/russia/johnson; Gordon M. Hahn, “The Making of the Georgian-Russia Five-Day August War, June – August 8, 2008,” Russian - Other Points of View, 22 September 2008, www.russiaotherpointsofview.com/files/Georgia_Russian_War_TIMELINE.doc; Gordon M. Hahn, “Georgia’s Propaganda War,” Russia - Other Points of View, 5 September 2008, www.russiaotherpointsofview.com/2008/09/georgias-misinf.html#more; and Gordon M. Hahn, “Georgia’s Propaganda War (Long Version),” Russia - Other Points of View, 5 September 2008, www.russiaotherpointsofview.com/files/Georgia_Propaganda_War_Long_Version.doc. See also the exchange of views on the August war that took place on Johnson’s Russia List between Professor Gordon M. Hahn, on the one hand, and Georgian President Mikheil Saakashvili’s chief PR consultant and two U.S. military officers, on the other hand, at Russia - Other Points of View through the link www.russiaotherpointsofview.com/gordon-hahns-underground-.html. 


3,7,8 INACCURATE STATEMENT/DATA, ONE-SIDED PERSPECTIVE, LACK OF COMPARATIVE CONTEXT: There is no evidence that Russia has used gas cutoffs to blackmail Europe politically or economically.  Rather, Ukraine has illegally siphoned off Russian gas headed to Europe and has failed to pay its bills to GazProm on time.  Last year’s crisis was instigated by Ukraine’s rejection of a reasonable GazProm offer, which left the parties without a valid contract upon which to base any further gas supplies through Ukrainian pipelines.  Although it is perfectly reasonable to support Europe’s diversification of its energy supplies, there is no reason that Russia could not be involved in some of these projects in order to minimize the ‘us versus them’ appearance of this policy from Moscow’s perspective.  To be sure, Russian arms sales to Teheran are wreckless, but Moscow’s view is that if Washington will not take into account Russia’s security concerns regarding continued NATO expansion all along its western borders, then why should Moscow damage Russia’s fragile economic base and important defense industry by curtailing sales simply because they are not in the interest of the U.S. and its allies?  The authors provide no evidence that Russia is seeking to establish its “hegemony over the ‘near abroad’.”  One suspects that if asked they would raise the August 2008 Georgia war.  On that please see the previous footnote commentary.  To be sure, Russia seeks to remain the most influential power in the post-Soviet space, its historical sphere of influence. However, this sphere pales in significance to the almost global American sphere of influence, so it is unclear why Russia’s effort to maintain its power in Eurasia a priori is a problem for the U.S. other than blocking the extension of the U.S. already expansive hegemony?


7 ONE-SIDED PERSPECTIVE and LACK OF COMPARATIVE CONTEXT: The authors are proposing that American-proposed ‘reset’ of U.S.-Russian relations should consist of a rather one-sided deal: Russia must “significantly reorient its foreign and security policy priorities.”  Thus, all problems in the relationship that the reset is supposed to resolve are ostensibly the result of wrong Russian policies.  Moscow must agree to NATO expansion as the U.S. determines it.  Moscow must cease all arms deals to countries antagonistic to the U.S., as Washington continues arms sales to Georgia, etc.   Moreover, Moscow has made offers on the two key security issues facing Russia and the West.  It has offered to break the European security and Iranian nuclear deadlocks.  It proposed a new European security treaty that would include Russia as a partner with the West in guaranteeing the northern hemisphere’s security.  It offered to reprocess Iranian spent fuel, so the Teheran cannot stockpile and enrich it for purposes of building nuclear weapons.  The West has ignored the first, and the Iranians are doing their best to avoid committing to the second.    


2,7 OMISSION OF KEY FACTS and ONE SIDED PERSPECTIVE: It seems that the U.S. should be more concerned with a neo-totalitarian regime like China holding our debt and with being dependent on another – Saudi Arabia – for the lifeblood of our and our allies’ economies.  We have no problem doing business with these and other countries with much worse human rights records and highly statized quasi-capitalist systems.�


2,7,8 OMISSION OF KEY FACTS, ONE-SIDED PERSPECTIVE, LACK OF HISTORICAL CONTEXT: Omitted are some important facts and historical perspective.  Moscow abandoned its external (Soviet bloc) and internal (former Soviet republics) and received NATO and EU expansion excluding Russia.  It took on the entire Soviet debt and subsidized the former Soviet republics’ purchase of Russian oil and gas, and the West called this neo-imperialism.  When Russia sought to charge the former Soviet republics market prices for these commodities, the West charged Moscow with neo-imperialism.  Nearly two decades after the collapse of Soviet communism, the U.S. has still not repealed Jackson-Vanik.  American businesses can only come to Russia on a limited basis because of Jackson-Vanik.  In the early 1990s, when Moscow was suffering a depression worse than the U.S. depression of the 1930s, the U.S. provided no economic assistance.  When it finally did so, it endorsed Yeltsin’s corrupt crony capitalism as free market reforms.  However, the belated and small amounts of economic assistance could not solve a problem unique to Russia’s Soviet economy - its 500 one-company towns.  If these were allowed to go under by closing down defense and other major enterprises without a major assistance program on the level of the Marshall Plan, this would have left millions of Russians without work, state services, medical care, and even food.  When Moscow did not do this, it was charged with having implemented failed reforms.  Now Russia must meet higher standards than China and other countries had to in order to get a promised entry into the WTO.  Given the past record of broken Western promises, why should Moscow take any of the steps proposed by the U.S.


2,7 OMISSION OF KEY FACTS and ONE-SIDED PERSPECTIVE: Omitted is the key fact that the U.S. is experiencing imperial overstretch, not Russia.  Russia has no empire, but the U.S. has imperial-level security involvements and obligations across the globe that includes two on-going far away wars, costing hundreds of billions of dollars per year.  In addition, the U.S. is now trying to imitate the European welfare states by gradually statizing one-sixth of its economy – the health care sector – in addition to numerous other government program expansions again costing hundreds of billions of dollars per year.  The U.S. has doubled its national debt since 2003 and will be doing the same and then some in the next decade, even without the proposed health care system.  The U.S. warning Russia about imperial overstretch is truly the pot calling the kettle black.


2,3,4,7,8 OMISSION OF KEY FACTS, INACCURATE STATEMENT/DATA, CLAIMS UNSUPPORTED BY DATA/FACTS, ONE-SIDED PERSPECTIVE, and LACK OF COMPARATIVE CONTEXT: It is hard to understand how arms sales to Iran and Venezuela could be “economically unviable” for Moscow.  It is an inaccurate and unexplained statement that these could “become unsustainable liabilities that impoverish the Russian people.  In fact these arms deals will fund the rather small military bases Russia is planning in Central Asia, the Caucasus, and the Middle East.  Comparatively speaking, it is the U.S. that is overextended in terms of its global military presence in over 140 countries, with bases in faraway Central Asia, south Asia, the Middle East and military training programs in the Caucasus.   


3,7,8 CLAIM UNSUPPORTED BY DATA/FACTS, ONE-SIDED PERSPECTIVE, LACK OF COMPARATIVE CONTEXT:  Again the authors are defining the ‘reset’ of U.S.-Russian relations in terms of Russia changing its policies to support U.S. policies that Moscow sees as detrimental to its interests.  Please see the second footnote commentary to this article.  Only if Moscow acts in this way, detrimental to its own interests, will the U.S. make small concessions in policy that should have been made in the mid-1990s.


7 ONE-SIDED PERSPECTIVE: These four policy proposals will be detrimental to U.S.-Russian relations, especially if the Russians themselves are not brought in to cooperate, and Russian interests are not protected.  The authors are proposing that the U.S. ‘reset’ consist largely further attacks on Russian interests, without any serious review of U.S. policies in the 1990s and substantial changes to those policies aimed at cooperating rather than dictating to Moscow. 


7 ONE-SIDED PERSPECTIVE: The authors have finally proposed a real U.S. concession of sorts: two decades after all restrictions on Jewish emigration from the USSR were lifted – those restrictions were the reason for Jackson-Vanik – the authors are proposing repeal of the law.  However, in its place a new set of requirements will be used to block U.S. businesses from working with Russia; a “litmus test’ of the rather vague “rule of law and good governance” will be imposed before U.S.-Russian economic relations will be developed.  Now word about what developing those relations will entail is provided as a sweetener. 


2,3,7 OMISSION OF KEY FACTS, INACCURATE STATEMENT/DATA, and ONE-SIDED PERSPECTIVE:  This is inaccurate, since policy change has been occurring since then Russian president Vladimir Putin supported the candidacy of the more liberal Dmitrii Medvedev to succeed him as Russian president.  Since then several policy changes were announced or implemented: de-commodization, restructuring, and modernization of the Russian economy was planned (before the crisis); a significant anti-corruption effort; the laws on NGOs were liberalized; a series of minor reforms of the electoral and political systems was implemented with another round proposed in Medvedev’s annual presidential address last week; a reform and corruption campaign is ongoing in the MVD; a military reform is being implemented; a massive economic modernization and privatization program have been announced for 2010; and Moscow has supported a ‘reset’ in relations with the West and proposed negotiating a new European security treaty and infrastructure for partnering with the West, an effort that could be seen as one designed to achieve and one that could be used by the West as well to go beyond the deeply-flawed and historically catastrophic policy of NATO expansion without Russia. 
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