


Cover Photo: Wikimedia Commons

The SURF Journal is a publication of the Stanford 
US-Russia Forum (SURF), a student-run organiza-
tion. SURF is an affiliate of the Center for Russian, 
East European, & Eurasian Studies (CREEES) at 
Stanford University.

Copyright 2010. No material may be reproduced 
without the consent of the Journal. 

SURF OFFICERS 2009-2010
Co-Presidents
Anda Gansca
David Zokhrabyan
Sam Stone

Editor-in-Chief
Elena Fuetsch
Deputy Editor 
RJ Halperin

Director of Communications
Mark Manuilov

Director of Publicity 
Valentin Bolotnyy
Deputy Director of Publicity 
Alissa Bonneau

Director of Conference Programming
Salman Razzaque

Deputy Director of Conference Programming
Adam Creasman
Conference Staff
Vaeme Afokpa
Kerrie Sample

Director of Technology
Peter Tu
Deputy Director of Technology
Mikael Bernstein

Director of Fundraising
Val Avdeenko
Deputy Director of Fundraising
Jessica Talbert

SURF ADVISORY BOARD 2009-2010
Coit Blacker, Stanford University
Alexey Bogaturov, Moscow State Institute for International Relations
John Cleary, San Diego State University
Anna Dvornikova, American Business Association of Russian Professionals
Alexandra Johnson, Draper Fisher Jurvetson
Norman Naimark, Stanford University
Vladimir Mau, Academy of National Economy
Gabriella Safran, Stanford University



FROM THE EDITORS
 This journal is the result of nine months of collaboration between Russian and American students, 
representing student participation from twelve universities across both countries, and the combined efforts 
of sixteen student directors over the past year and a half. It is with great pleasure and pride that we are able 
to publish the first issue of the Stanford US-Russia Forum (SURF) Journal after such a long journey. 
 
 SURF began in the fall of 2008 as the project of two American and two Russian students. Follow-
ing the Russo-Georgian War in August of that year, US-Russian relations deteriorated to a new low, and the 
global financial crisis exacerbated tensions between the two countries. United by a shared passion for inter-
national affairs, SURF’s founders sought to provide a forum of discussion between American and Russian 
youth as a means to improve long-term bilateral relations. As a result, SURF hosted a one-day conference in 
November of 2008 in Moscow which included students from several American and Russian universities. 

 Since then, SURF has expanded to offer a three-part program to Russian and American students in 
2009-2010. The first part of the program was comprised of a virtual seminar discussion series with experts 
in the fields of business, energy policy, and foreign affairs. The Collaborative Research Projects – featured 
in this journal – were the second part, and the third part was the SURF Conference, held in April of 2010. 
We were lucky to welcome economic adviser to President Medvedev, Arkady Dvorkovich, as one of our 
keynote speakers, a roundtable discussion with former Secretary of State and National Security Advisor 
Condoleezza Rice, and a series of panels with professionals and experts from Stanford, the US government, 
and the business community. In the 2010-2011 program, SURF is planning to expand even further by 
hosting a conference at Moscow State University in Fall 2010, in addition to another Spring conference at 
Stanford University. If youwould like to learn more about the SURF program, please visit our web site at 
http://creees.stanford.edu/surf/program.html.

 The Collaborative Research Projects were designed to explore key policy issues between the US and 
Russia that are important to the Russian and American students. The SURF Journal, therefore, encompass-
es the varied realms – political, social, and cultural – that define US-Russian relations as seen by students 
from both countries. It represents and reflects the views of the young adult generation and their hopes for a 
brighter future for both the US and Russia. The underlying theme of these projects has been the challenge 
of communication – across continents, cultures, and language -- which the authors have met spectacularly. 
The students of SURF have exhibited an impressive dedication to international communication and un-
derstanding that reflects the will of the youth between both countries to maintain and improve US-Russian 
relations.

 It is our hope that in reading this journal our readers will not only be introduced to key aspects of 
US-Russian relations, but also be encouraged to take part in the improvement of relations between our two 
countries. 

- Elena Fuetsch, Editor-in-Chief, Stanford University
- RJ Halperin, Deputy Editor, Stanford University



 Over the course of the last 20 years, relations between the United States and the Russian Federation 
have ranged from warm and cooperative to frosty and conflicted.  The last half-decade has been especially 
problematic as leaders in both capitals have come to harbor profound doubts about the policies, actions and 
ambitions of the other side.  Notwithstanding the willingness of Washington and Moscow to hit the “reset” 
button in their troubled relationship, the recovery, at least to date, has been slow and tentative.

 Convinced that much of the tension in U.S.-Russian relations is the result of a tendency in both 
countries to assume the worst about one another’s motives and intentions, a group of Russian and Ameri-
can college students, from Moscow State University and Stanford University, respectively, decided in 2008 
to cut through what they saw as a thickening web of mutual misunderstanding with the establishment 
of the Stanford US-Russia Forum (SURF).  SURF seeks to change both the tone and substance of U.S.-
Russian relations by forging strong ties between thoughtful and highly motivated young people in Russia 
and the United States with a deep interest in global affairs.  The Collaborative Research Projects (CRP) 
contained in this conference volume are one of three core activities of SURF, the other two being virtual 
seminars and semi-annual conferences, the first of which was held at Stanford this past April.

 The Collaborative Research Projects initiated by the SURF participants reflect that gamut of issues 
that drive and often complicate the development of the bilateral US-Russian relationship, ranging from 
nuclear arms control and foreign policy to trade and commercial relations and the persistent problem of 
media bias in both countries.  The project reports are lively, informed and well written.  They are also, and 
importantly, the collective efforts of eight bi-national teams, written in such a way as to highlight areas of 
agreement while, at the same time, not ignoring the very real problems that remain in each of the issue 
areas they chose to tackle.

 Breaking down cultural barriers through better communication, while at the same time working to 
reduce our reliance on dangerous and misleading stereotypes, will not lead to a dramatic improvement in 
U.S.-Russian relations.  It can, however, begin to change the way we think about, and thus engage with, 
one another.  SURF and the activities it supports are already contributing in important ways to this essen-
tial -- if still nascent and inchoate -- process.    

- Dr. Coit Blacker, Stanford University
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Media Bias and the State of 
Perpetual Rivalry:

How Journalism Propagates a Vicious Cycle of 
Miscommunication between the United States and Russia 

Introduction
 When Georgian and Russian forces 
clashed in South Ossetia in August of 2008, 
the White House reaction was immediate. 
Within twenty-four hours, President George 
Bush had issued a statement condemning 
Russian aggression and urging widespread 
international support for Georgia.1 At the same 
time, Russian President Dmitri Medvedev 
defended Russia’s decision to protect citizens 
living in South Ossetia from Georgian troops. 
Even at the conclusion of the conflict, Russia 
still maintained that Georgia had committed 
genocide, while American statements belied 
such reports and focused on reports of Russian 
aggression. The goal of this paper is not to 
establish the true facts of the conflict, this task 
having been accomplished admirably by an EU 
special commission, whose results, published 
in 2009, found Russia, South Ossetia, 
and Georgia all at fault, each party having 
violated international law during the conflict.2 
However, in their eagerness to adjudge blame, 
the governments and media of each country 
involved only hindered the peace process. 
The South Ossetia Conflict in August 2008 
highlighted the role of the media in instigating 
and propagating discord in US-Russia relations. 
How can two countries achieve agreement 
while operating under different factual 
assumptions? In order to fully reconcile, they 
must agree on what they believe to be truth.
 A long-standing tradition of media bias 
and a spirit of competition have colored much 

Liya Berianidze, Moscow State University
Lindsay Funk, Stanford University

Maria Khayner, Higher School of Economics
Alice Underwood,  Harvard University

of each country’s perception of the other. Thus, 
as we examine the misunderstanding between the 
United States and Russia surrounding the 2008 
conflict in Georgia, we must take into account 
that although the Cold War ostensibly ended 
with the collapse of the Soviet Union two decades 
ago, the relationship between our countries 
is still impacted by the vestigial perception of 
competition that shaped much of each country’s 
understanding of the other, particularly through 
media representation and the creation of a 
“conflict perspective,” in which each society is 
defined in contrast—and competition—to the 
other. This remains a factor today, long after the 
end of the Cold war, and we have chosen to look 
at how the media choose to “slant” their stories 
as we scrutinize the Georgia conflict and how it 
represents the relationship between the United 
States and Russia.
 Alternative reports from different media 
may be factually correct, but “convey very 
different messages and stimulate radically different 
impressions about the events. This is achieved 
by selective omissions and differing emphasis.”3 
The concept of a media slant, or bias, refers to 
these alternate emphases—how journalists pick 
and choose the facts that they present, effectively 
manipulating reality. In other words, “media 
organizations construct social reality as they select 
and prioritize some items of information, omit or 
ignore others, weave accounts together, and build 
a ‘story’ using particular types of exposition.”4

 The dominant sentiment on the part of 
both the United States and Russia was based 
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on a sense of unfairness, a notion that the mass 
media of the other country had incorrectly 
portrayed the conflict and unfairly placed blame. 
However, this can be seen not necessarily as 
an incorrect dispersal of information, but as a 
pointed selection and omission that caused a 
slanted perspective apparent in the media of 
both countries. The Russian media primarily 
presented the Russian side of the conflict through 
carefully controlled information release, and, 
although the US media printed quotations from 
both Georgian and Russian leaders, the editorial 
beliefs of the US media still strongly colored the 
information. Thus, the views mentioned were 
assimilated by the respective publics, further 
widening the divide between the two countries.
 This divide is a product of the bias placed 
on the stories presented by each country. It 
is easy to generalize a claim that a nationalist 
streak bonds the journalists of each country 
to their homeland, but if we dig a little deeper 
we can see the government’s influence on 
the manipulated perceptions of the media. 
Individual media outlets can obtain income 
through commercial profits, which are largely 
audience-driven, or profits from collusion 
with the government.5 The Russian media are 
often owned by the government, and thus the 
government’s influence on what is reported, 
and how, is palpable. In the United States, 
although media sources are not owned by 
the government, many scholars and analysts 
maintain that American media presentations of 
international affairs are congruent with the US 
government’s policy interests, a theory keeping 
with the media’s portrayal of the situation in 
Georgia. Clearly both governments have an 
invested interest in how the media represent 
a conflict, yet news is presented in a way that 
circumvents the coercion that may otherwise 
seem apparent. In Russia, “the media are more 
trusted than any other social institution…more 
than the armed forces, the Church, political 
parties or government itself.”6 This can be seen as 
a patriarchal desire to “protect” the people: “many 
thought a free media would be ‘dangerous,’ 
and that it was more important for the media 
to encourage the development of a stable and 
well ordered society.”7 If we assume that the 
goal of the media is to encourage stability and 
order in both the United States and Russia, 
their differing perceptions of what constitutes 
stability and order create a rift in cross-cultural 
communication. Conflicting notions of what 
comprises a functional system cause the differing 

presentations in the US and Russian media: 
if they aim to portray a picture of a stable 
homeland to their natives, they must each 
assert their strength in the face of the “bully” 
across the water.
 The root of the problem is the enduring 
spirit of Cold War competition. This rivalry 
stems from a lack of mutual understanding. 
Cultural differences are among the key reasons 
that Russian and American diplomats often 
arrive at a standstill; such strains typically 
result in a failure to effectively communicate 
in a mutually intelligible way. We propose 
increasing education and cooperation between 
media sources in order to ease relations 
between the two countries.

Behind the Scenes: America
 Freedom of the press has been a valued 
principle since the beginning of United States 
history. The media was described by Thomas 
Jefferson as the “avenue of truth”8 for citizens 
to make independent decisions in their 
own interest based on the information they 
received, and has at times served as a check 
on the power of the government through 
accurate, in-depth reporting. Because of the 
historic value of media, the United States has 
consistently ranked high in the overall safety 
of their journalists. In 2009, the organization 
Reporters Without Borders ranked America a 
4 on their 1-100 freedom index, 1 being the 
freest.9 By contrast, Russia scored a 60.88. 
The murder of journalists or their sources is 
a rare exception to the rule in America, while 
Reporters Without Borders describes Russia as 
“one of the world’s most dangerous countries 
for independent journalists.”10 However, 
the mere safety of their journalists has not 
necessarily made American media more free 
and diverse. As the media has grown in power, 
it has equally grown in financial opportunity, 
steering its objectives from public interest to 
profit.
 The expansion of television and 
newspapers in the twentieth century has 
turned American media primarily commercial. 
After increased pressure from financial 
groups controlling different media networks, 
the Federal Communications Commission 
(FCC) finally relaxed rules preventing media 
consolidation in the 1990s, and have been 
deregulating ever since. This has led to 
increased merges between media companies 
and the consolidation of media ownership 
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to just six companies, including Viacom 
International and News Corp. Because these 
media companies are now operated as financial 
enterprises and need government support 
to continue expanding, they have started to 
reflect more and more government influence 
in their reporting. Rupert Murdoch’s News 
Corp is a particularly potent example of 
this, as both Fox News and the Wall Street 
Journal nearly uniformly supported former 
President George Bush’s policies. A study by 
media watchdog Fairness and Accuracy in 
Reporting (FAIR), however, showed a massive 
overrepresentation of white male Republicans 
on the evening news shows on ABC, CBS, 
and NBC.11 As large media organizations have 
desired more deregulation and benefits from 
the government, they have tried to appease 
the current political leaders.  Thus, although 
reporters generally write without fear of 
violent retribution for their journalism, they 
also produce a much more sanitized version 
of news that reflects the general perspective 
of the media ownership group. In the case of 
the South Ossetia conflict in August 2008, the 
American government emphasized a negative 
depiction of Russia’s actions that was reflected 
in the media and then eventual public opinion 
on the event.
 The American government uniformly 
presented a picture of the conflict biased 
against Russia, portraying Georgia as the 
victim, the United States as the neutral 
peacemaker, and Russia as a Cold-War-
reminiscent aggressor. President George Bush 
released a statement on August 9, 2008, 
pointing out that the attacks in Georgia were 
“far from the zone of conflict in South Ossetia” 
and, although affirming that America had 
contacted both Russia and Georgia, put the 
onus on Russia to “support these efforts so that 
peace can be restored as quickly as possible.” 
12 These statements positioned Russia as the 
unreasonable aggressor and Georgia as the 
purveyor of peace. Presidential candidates John 
McCain and Barack Obama also chimed in, 
uniformly condemning “Russian aggression” 
and “Russia’s use of military force.”13 In all 
three cases, American leaders talked about 
the conflict in terms of an aggressive Russia, 
a victimized Georgia, and a peaceful but 
concerned America. Both American political 
parties standing with Georgia demonstrated 
that American support for Georgia was 
not just an isolated choice of the current 

administration, but a reflection of the general 
American views about Russia.
 Even more troubling, these statements 
also contained multiple allusions to the Cold 
War, reinforcing the image of an aggressive 
Russia. McCain said that Russia’s aggression 
was a matter of not just “strategic” but also of 
“moral” concern.14 By insinuating that Russia 
had violated laws of morality, he linked them to 
the image of the Soviet Union. This was a tactic 
often used during the Cold War when Russia 
was called a godless nation, one without morals 
or proper values. Obama went even further, 
explicitly saying that this new century should not 
be marked by a “regression to the conflicts of the 
past.”15 By referencing the Cold War proxy wars 
and linking today’s Russia to the former, more 
expansionist Soviet Union, Obama recalled many 
negative portrayals of Russia. In conjunction 
with their statements about Russia’s violations of 
international law and general aggression, this left 
the listener with dramatically negative impressions 
of Russia.
 Furthermore, the statements from the 
government were not entirely fair and factual. By 
portraying Russia as the aggressor, they ignored 
Georgian attacks on Russian peacekeepers that 
initiated some of the violence. Political leaders in 
America chose instead to lay the blame solely on 
Russia, omitting some key facts in their portrayal. 
For example, when talking about Georgia as 
a “sovereign nation,” President Bush ignored 
that South Ossetia had actually been a mostly 
autonomous state for some time. In addition, 
when John McCain and Barack Obama laid out 
the facts of the conflict, they only listed acts of 
Russian aggression, and none by Georgia. This 
demonstrates the biased portrayal of the South 
Ossetia conflict in the American government.
 The media seized on the discussed 
dynamic, the Cold War language, and the twisting 
of facts when covering the conflict. They relied on 
statements by Georgian, Russian, and American 
leaders as well as the Associated Press, rather than 
relying on the networks’ own reporters on the 
ground. Because the media did not have first-
hand knowledge of the events and instead had to 
rely on the government, they ended up mostly 
mimicking the biased view found in American 
politicians’ statements. One TV clip on FNC 
contrasted a commentator’s skeptical remarks 
about Russian peacemakers (graphics onscreen 
at the time proclaimed them to be troops) to 
a Heritage Foundation analyst’s repetition of 
the phrase “The Russians are not to be trusted 
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here.”16 A CNN news story concluded with the 
pro-Georgia statements of American political 
leaders.17 Both stories left people with a distinct 
image of Russian aggression. Unfortunately, 
this is not a new phenomenon; according 
to a comprehensive study by scholars Ivan 
Katchanovski and Alice Morley, media coverage 
of Russia in the past ten years has been “mostly 
negative” and has frequently characterized 
Russian foreign policy as “striving to start a 
new Cold War with the United States.”18 The 
media has largely conflated Russia and the Soviet 
Union, further reinforcing Cold War images of 
Russia. The study looked specifically at coverage 
of the South Ossetia conflict and concluded that 
American media largely ignored the Russian 
perspective.19 The media’s depiction of Russia 
during the South Ossetia conflict is unfortunately 
only one example of their protracted efforts to 
portray Russia as a violent Cold War aggressor. 
 The American media covered this issue 
frequently enough to dramatically affect the 
American public’s perception of Russia. In one 
week, 26% of all news coverage focused on the 
South Ossetia conflict.20 This coverage caused 
a sharp shift in how the public viewed Russia.  
Pew Research determined that a month after the 
conflict, 14% of Americans considered Russia to 
be a major security threat as opposed to 2% back 
in February 2007.21 Media coverage of Russian 
aggression regressed US-Russian relations to a 
period of tension not seen since February 1992, 
when 13% of Americans shared that view.22

Behind the Scenes: Russia23

 In the mid-20th century, there were 
three major models of mass-media organization: 
commercial (USA), public (Western Europe), 
and state monopolistic (the Soviet Union). 
They differed in ownership structure, financing 
base, and representation of interests. The Soviet 
model was characterized by a state monopoly 
on ownership, state-provided financing, and 
total control of information based on ideological 
censorship. Mass media was the main source of 
communist propaganda. Although these issues 
pervaded every form of media, we will focus 
on television as the most influential source of 
information for the Russian people.
 After the breakup of the Soviet Union, 
new democratic horizons formed a new 
attitude and mass media began to change in 
accordance with the sociopolitical situation 
and the audience’s preferences. The two main 
state mass media bodies—Gosteleradio and 

Central Television—fell apart with the 
dissolution of the Soviet Union. This caused 
the division of their property and airtime 
among several different public and private 
companies, a distribution that increased the 
variety of channels, commercial entertainment 
programming, and news coverage. This also led 
to the development of regional channels with 
greater autonomy. Notably, several channels 
such as NTV utilized Western formats to 
attract popularity. These channels often 
represented a joint venture with American 
businesses; for example, America’s TBS was a 
partner in TV-6 Moscow. There was almost 
no censorship during this period. Such 
programs as “Dvenadzatii etaj” (“The 12th 
floor”), “Vzglad” (‘The look”) and others 
freely developed new forms of information 
presentation and loudly criticized the 
authorities.
 The first major challenge to Russian 
media freedom came during the Chechnya 
War in 1994, when the government censored 
and punished critics of their actions. RTR and 
NTV were the two channels that deviated from 
the government’s official version of events by 
trying to correctly depict the war. Both stations 
even went so far as to criticize the government. 
RTR often pointed out discrepancies between 
the official position and their reporter’s footage, 
resulting in the firing of company chairman 
Oleg Popstov. NTV aired a satirical television 
program that mocked Russian politicians, but 
the program got cancelled after an episode 
critical of Vladimir Putin. The Chechnya War 
ushered in a new era of stricter media controls 
by the Russian government, and restriction 
intensified during the subsequent presidential 
campaign. The government blackmailed 
media organizations with tactics like recalling 
licenses in order to transform the media into a 
powerful source of electoral propaganda. When 
the previously independent NTV reflected 
its owners’ position, it was rewarded by new 
broadcast opportunities. The freedom of the 
mass media began to diminish, though the 
1998 economic crisis provided a brief respite 
with the decreasing power of the government.
 The modern period started when 
Vladimir Putin came to power in 2000. In 
this period, the state forced key shareholders 
to relinquish their shares in mass media to 
the state. Boris Berezovsky, the owner of 
49% of Ostankino, sold his shares to the 
state companies that owned the other 51% of 
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shares in 2001, and his American-influenced 
station, TV-6, was closed in 2002.   After 
an international relations gaffe involving 
NTV’s primary controller Vladimir Gusinsky, 
the government forced him to give up his 
shares in NTV, leaving the company in the 
hands of the government-owned company 
“Gazprom-media.” In 2005 all 89 regional 
television companies became affiliates of the 
state channels. Through persuasive tactics, the 
government was able to minimize opposition 
and control the information flow throughout 
Russia.
 The situation remains similar in Russia 
today. Official state-owned channels have 
replaced independent television channels. 
There is an illusion of debate on the official 
media channels, but no independent opinions 
are represented. Thus, Russian viewers are 
subject to the official government depictions of 
news without other options. However, as the 
Internet grows in popularity and influence, it 
promises to initiate a new era of information 
representation and freedom of information 
access. Still, the South Ossetia conflict showed 
that the Russian government remains firm in 
its control over the media.
 During the South Ossetia conflict, the 
Russian government retained its control over 
the media and used this control to present 
the government’s perspective on the conflict 
directly to its citizens.  In direct opposition to 
American claims, Russia asserted that Georgia 
soldiers were committing genocide against 
South Ossetia and that Russia’s main goal in 
entering Georgia was to establish peace, protect 
Russian citizens, and end the genocide.  The 
EU special commission report could not verify 
claims of genocide nor could the Russian 
government provide a sufficiently convincing 
motive for such actions by Georgia.  However, 
Russian statements that Georgia had provoked 
much of the aggression and had not been a 
passive victim were disregarded in Western 
press, despite the fact that the EU special 
commission found evidence to support these 
assertions.  Russian perception of the conflict 
was thus that of its government, complete with 
anger at Georgia and frustration at the Western 
powers.
 As the Russian population considered 
the conflict in Georgia to be a justified and 
well conducted political campaign in which the 
Russian army discharged its duties to maintain 
security in this region, many Russians were 

surprised that international observers regarded 
Russia as an “aggressor [attacking an] exposed 
Georgia.” Russian Prime Minister Vladimir Putin 
said that the Western mass media portrayed the 
conflict by substituting “black with white and 
white with black,” positing Russia as the protector 
of citizens against a Georgian government 
guilty of genocide. At the time of the conflict, 
the Russian media did an extensive analysis of 
American television channels. They concluded 
that from the very beginning of the conflict, the 
presentation of information was dominated by a 
group of journalists who intentionally distorted 
events in favor of the United States and Georgia. 
They pointed to the repeated statement of 
Georgian president Mikhail Saakashvili: “all that 
happened is Russia’s fault.” According to Russian 
media analysis, this statement colored not only 
Georgia’s perception of the South Ossetia conflict, 
but that of the entire world. According to the 
Georgian president, Russian aggression challenged 
not only his country, but also the United States, 
NATO, and even the Organization for Security 
and Cooperation in Europe (OCSE). 
 The Russian media continually emphasized 
that, while there was no physical participation by 
the United States, the nation, as an international 
meddler in a uni-polar world, played a significant 
role in the conflict. The Russian media focused 
on America’s exaggeration of its humanitarian 
role, the US military’s training and arming of 
Georgian soldiers, and Washington’s supposed 
ulterior motive of planning the conflict as a 
means of compromising Russia’s authority and 
undermining its foreign policy aims. According 
to a Russian scholar on the American media, “the 
mass-media campaign had a significant impact. 
It was dirty, full of exaggerations and obvious 
falsification…Such an approach by Western 
media outlets will long affect our idea of the West, 
including in discussions of ‘shared values’—a 
factor that we will have to take into account 
during the final analysis of the Caucasus crisis. ”24

 The Russian media presented Georgia as 
a puppet manipulated by the United States. This 
presentation carries a decided slant against the 
United States, and essentially condemns the US 
mass media of being responsible for instigating 
an information war by exaggerating the Russian 
threat, fabricating video materials, and portraying 
Russia as an authoritarian presence trying to 
reestablish control over its satellite regions. The 
manipulation of information that governed the 
US media’s representation of the conflict to the 
American people, though not unique to the 



United States, still came as a surprise to many 
Russians, who were “shocked and dismayed by 
the overwhelming tendency of most Western 
sources to pin the blame for the conflict squarely 
on Russian actions.”25

Policy Proposal
 The significant influence of the 
government on the way the media portrays 
both domestic and international issues in both 
Russia and the United States has been a major 
obstacle to diplomatic relations. Attempts at 
mutual understanding have become a vicious 
cycle: politicians repeatedly attempt to push 
the “reset button,” only to be denigrated in the 
other country’s media, and these negative and 
often incomplete perceptions propagate the rift 
in understanding between the countries. The 
media is a system so ingrained into the culture of 
both countries that most people would not know 
what to think without being told by newspapers, 
television, or the Internet. Thus, we suggest that 
it is in the hands of the individual journalists 
to make a change. The government-owned, or 
at least government-controlled media will not 
endorse the other country’s leaders at the expense 
of its own, and the spirit of competition must be 
hindered in order for progress to be made. The 
media has become a faceless institution in which 
journalists write to cause sensation or to win 
prizes. The media needs a face people can connect 
with.
 It is a challenge to transform this deeply 
ingrained division into conflict that can be 
solved, or even addressed, with a policy. Yet we 
must keep in mind that the media’s persuasive 
powers can be used in more than one way. One 
step would be to create venues for learning 
about international news that are not controlled 
by those in power. We propose creating a 
nongovernmental organization that unites the 
Russian and American media. This organization 
would foster a transatlantic media forum by 
hosting a website where reporters and people 
who witness conflicts and events firsthand can 
anonymously comment. Photos and videos in 
real time would be a way to share information 
without the inevitable slant in favor of one’s 
native country that often occurs in situations 
when the media is funded or controlled by the 
government.
 Because personal biases may remain, a 
forum addressing ethics in journalism could 
unite journalists from the United States and 
Russia and invite them to learn about the 

mentality and cultural characteristics of the 
countries and their people. This would enable 
journalists to reevaluate their perceptions, and 
thus their writing, as individuals. Discussions 
and situation simulations should pertain to 
key conflicts and events, such as the conflict 
in Georgia. These simulations would also 
encourage participants to represent the “other” 
side—Russian journalists will play Americans 
and vice versa. Furthermore, requiring 
participants to cooperate in community 
service and other projects could bring people 
together and level biased attitudes. Such a 
forum may be modeled on a similar one by the 
OSCE between Georgian and South Ossetian 
journalists held in July 2005 that focused on 
unbiased conflict reporting following a similar 
conflict in 2004.26 It combined theoretical and 
practical training to help prepare reporters for 
remaining calm and unbiased in the intensity 
of a conflict zone.  This training would be 
useful not only to more accurately describe the 
situation on the ground to both Americans and 
Russians, but also to thaw relations between 
the countries.
 Moreover, participation in this annual 
forum can be transformed into a cross-national 
professional network. Students interested in 
journalism can compete in US-Russia relations 
essay competitions and winners will represent 
their countries and universities. They will have 
the opportunity to meet the journalistic and 
political elite and use this experience as a part 
of university studies or as an internship. The 
forum can help arrange exchange programs 
between students including an internship 
semester in a media corporation of another 
country. This will give them the opportunity 
to exchange opinions and share ideas with 
colleagues from other countries and decrease 
the information blockade. This tool would 
be effective on a personal level, as people 
may make friends during the programs, as 
well as catering to professional interests. 
Such cooperation and education will lay the 
groundwork for mutual understanding for 
future professionals in the media field.

Conclusion
 In the case of the 2008 conflict, much 
of the problem was clearly based in the media 
bias that emerged as each country attempted to 
fault the other—again, a phenomenon based 
on our deep-seeded rivalry and reinforced 
by the use of language emphasizing that 
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rivalry. This conflict did not need to place 
our two countries at odds. Rather, we should 
have worked together to help put an end to 
the violence that occurred. It may be overly 
simplistic to say our long-standing rivalry 
caused this conflict to escalate as a media 
battle between the two countries, but if each 
government put a more concentrated effort 
into cooperating and collaborating rather 
than competing, perhaps we would find a 
way to help solve each other’s problems rather 
than exacerbating our own. However, as we 
cannot control the efforts of the government, 
we have instead chosen to focus on the media 
of each country so they can once again serve 
their intended purpose of simply telling the 
news. By creating open forums of discussion, 
venues for education, and areas where 
Russians and Americans can learn about 
each other, we can pave the path for a new 
generation of journalists and citizens who 
will be less dependent on the government, 
on competition, and on out-of-date biases as 
they stabilize the relationship between our 
countries. 
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Challenges and Opportunities 
in Russian-American 

Commercial Relations

This research paper investigates Wal-
Mart’s potential entry into the Russian market 
as a case study in order to identify and assess 
some of the key challenges and opportunities 
for development in Russian-American 
commercial relations in the contemporary 
economic climate.  This example is particularly 
helpful since the proposed initiative is already 
in the developmental stages of implementation, 
and the scope of a leading multinational 
corporation entering the underdeveloped 
Russian consumer goods and retail industry 
illustrates some of the main risks and rewards 
that investors will likely encounter.

 
 Why Wal-Mart
Wal-Mart has the third highest global 

revenue (exceeding $400 billion USD in 2009) 
and currently operates in fifteen countries. 
As a company that has sustained accelerated 
growth in the past decade, it actively seeks 
opportunities for expansion into emerging 
markets outside of North America and Western 
Europe.1  One such market is Russia, which 
CEO Charles Holley commented on in an 
interview with Bloomberg: “Russia is an 
emerging market where there’s not a lot of 
organized retail. What we have to bring to bear 
with our merchandise capabilities and pricing 
and saving people money could play very well 
in that market.”2     

 Why Russia                                                                                                                                           
          The Russian fast-moving consumer 
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goods (FMCG) market is one that has significant 
potential for growth, but remains largely 
untapped considering that Russia is the eighth 
most populous country in the world and has a 
market economy that has existed for two decades.  
A.T. Kearney, a global consulting group with 
operations in Russia, selected the country as 
the second most-favored destination for global 
retailers for 2009.  For instance, the overall food 
market volume in the country reached US$270 
bn at consumer prices in 20094 and is expected 
to grow by about 15% CAGR through to 2014.5   
Moreover, the non-food market is also very 
attractive and Wal-Mart can profit from that as 
well. 

There are currently many firms with small 
market shares that make up strong retail markets 
in major cities, suggesting that the potential 
for further consolidation is high amongst the 
competing firms. Specifically, 150 chains and the 
top five retailers operating in the sector account 
for less than 6% of the market combined.6  
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Moreover, many Russian firms do not conduct 
their business operations in an efficient manner, 
leading to lost opportunities for both increased 
market share and the ability to maximize profits.  
The Head of the FAS recently stated, “There is an 
institutional problem in the brain of the Russian 
retailers. They think in another way than in the 
developed world. For instance, they force food 
suppliers to give them bonuses for a big part 
of products instead of discounts”.7  One cause 
for high food level prices in Russia is inflation. 
However, inflation leaves a lot of room for a 
company with an emphasis on keeping prices 
as low as possible and seeking discounts instead 
of bonuses. These advantages would enable 
Wal-Mart to enter the market efficiently and 
to contribute to the development of Russian 
retail, a change that will be welcome to Russian 
consumers.

In spite of these significant opportunities, 
there are a number of mitigating factors that 
explain why large international retailers such as 
Wal-Mart have been hesitant to expand in Russia.  
These reasons range from political to cultural 
to organizational risks that despite the above 
advantages keep many large investments out of 
Russia. 

 Current Challenges
Russia has several peculiar challenges for 

Western retailers, including endless red tape and 
widespread corruption.8 This is especially true in 
the developing regions outside of Moscow, which 
would otherwise seem very attractive due to easier 
land access near prime locations. The BMI Russia 
Food and Drink Report’s section on mass grocery 
retail highlighted that “expansion into new 
markets entails dealing with regional authorities 
over buying land, obtaining licenses and permits, 
and other issues often plagued by corrupt 
practices and complex bureaucracy.”9 An example 
of this would be the Law on Retail, which 
limits “store opening hours and even makes it 
more difficult to open new stores.”10 IKEA, the 
discount furniture retailer, has been involved in 
numerous instances where these practices played 
out in business operations since it expanded into 
Russia in 2000. One of the most egregious was 
the blocking of a completed store’s opening by 
local officials eight times over less than two years, 
most recently because it was not sturdy enough 
to withstand hurricane-force winds in an area 
where no such winds had ever occurred.11  This 
“pervasive corruption and demand for bribes” and 
the general “unpredictability of the administrative 

process” ultimately led the company to suspend 
investment in the summer of 2009.12  Overall, 
this has led to what observers describe as a 
“remarkable about-face for IKEA in Russia,” as 
it becomes more cautious with its investments 
and its international image.13 These factors are 
accounted for in BMI’s Business Environment 
Ratings, the most recent of which (Q1 2010) 
have Russia ranked with the second-highest 
amount of Risk to Realization of Potential 
Revenues in the CEE.14 The possibility of 
experiencing similar investment issues is 
certainly one reason for the hesitation of 
Wal-Mart and other corporations considering 
expansion in Russia.

Another risk factor that must be 
considered is culture, particularly between 
places as distinct as the US and Russia. Out 
of Russia’s active consumer segment, which 
is mostly represented by young people 20-
50 years old who were born during the Cold 
War, 7.5% still perceive the US as an enemy.15  
Moreover, the campaign around the US’s 
missile defense shield to be installed in Poland 
and the Check Republic has enhanced the 
negative attitude towards USA.16  There has 
been some recovery in this regard, however, 
particularly with Hillary Clinton’s visit to 
Moscow, which led to the announcement of 
“a reset” in US-Russian foreign relations.17  
That could be a sign of remarkable changes. 
Due to this “reset” there is a possibility of 
easing business requirements in the sphere of 
trade, such as lowering profit taxes and import 
duties.  There is therefore some hope that Wal-
Mart could have the same success in Russia as 
Starbucks, which entered the market in spring 
2009 and now has thirty-one coffee shops in 
Moscow. 

There are also a number of risk factors 
that fall into the category of organizational 
considerations that a company such as Wal-
Mart must consider when moving into Russia.  
The first is the size of the initial investment, 
including the emphasis put on branding 
and location. The Russian market can be 
very difficult to gauge, making it difficult 
to determine whether a rapid or gradual 
investment strategy is optimal.  Although 
the government may be more supportive and 
willing to help a larger initial investment, this 
would inherently involve greater financial 
risk if the venture were to fail.  Carrefour 
accepted the larger risk in 2009, and ultimately 
failed.  Its failure was partly due to the fact 

10 The SURF Journal



11

that it did not offer a significantly different 
option for Russian consumers compared to 
local stores. In addition, Carrefour had great 
difficulty finding a prime location that would 
be accessible to many customers. Its Moscow 
location at the Fili mall was considered 
“less-than-prime,” because it is “inaccessible, 
invisible, and situated in a neighborhood 
of warehouses and low-income housing.”18  
Another organizational risk arises from 
supply chain considerations, as Russia’s poor 
infrastructure in this area makes the timely 
delivery of goods that Wal-Mart’s business 
model relies on particularly difficult. These are 
crucial factors for Wal-Mart’s pricing structure, 
as it is these channels that allow it to offer 
the low prices that define its business.  With 
Russia’s highly fragmented retail market and 
poor infrastructure, the company’s focus on 
long-term, high-quantity, direct relationships 
with manufacturers are all risks to its business 
model.

 Strategy Proposal
One strategy that Wal-Mart could use 

to mitigate many of these important risks 
would be to partner with a Russian company 
working in the same segment, allowing it to 
effectively grow its investments in the country. 
The credit squeeze had a drastic impact on 
the Russian market and there is no doubt 
that a big number of retail chains are in need 
of liquidity.19  This situation gives Wal-Mart 
an opportunity to enter the market on good 
financial terms. Wal-Mart’s historical strategy 
of centralized decision-making, which was 
part of Carrefour’s strategy in Russia, is 
particularly risky for a retail market that is as 
segmented, disperse, and reliant on proximity 
and variety such as Russia’s.20  While the 
company’s rigid business model and desire for 
control has led it to avoid such partnerships in 
the past, its recent approaches to China and 
India demonstrate that it is becoming more 
flexible in its international growth strategy.21  
Partnering with an established brand in a 
major city like Moscow and St. Petersburg 
would give the company immediate credibility 
and an immediate brand association in the 
market. 

A partnership would also allow Wal-
Mart to mitigate cultural risk, another crucial 
problem described above.  This problem is 
clearly something that Wal-Mart has begun 
to recognize in India and China, leading it 
to be more open to partnerships in which 

it gives up control of storefront appeal. This 
includes partnering with relatively small local 
stores as part of Wal-Mart’s business model, 
allowing it to be present in prime locations and 
adjust more easily to a lower-quantity model. A 
partnership, similar to the one described in India, 
could mitigate many of these risks in addition to 
mitigating supply-chain problems in the country, 
and according to market analysts might make 
“partnerships and acquisitions the only realistic 
route these days for new entrants.”22

In such a fragmented market, there are 
many potential partners for Wal-Mart. This 
analysis suggests that the company priorities 
when selecting a partner should focus on those 
with an established brand, good locations, and 
a strong cultural appeal to Russian consumers.  
Two companies seem like particularly good 
fits: Kopeika and X5 Retail Group.  Kopeika 
operates soft discounters and hypermarkets with 
528 stores in Moscow and surrounding regions. 
X5 Retail Group is one of the largest in terms 
of sales in the country and the multi-formatted 
strategy of the company (with soft discounters, 
supermarkets, and hypermarkets) would allow 
Wal-Mart to experiment with different business 
models that might better fit the Russian market.  
X5 is also strong in the discount segment, and 
is well positioned in regional markets that are 
poised for greater growth than the mature retail 
industries of Moscow and St. Petersburg. Both 
firms have strong locations in major Russian cities 
with consistent customer bases and established 
brands, and therefore meet all the primary criteria 
for a company like Wal-Mart. This strategy seems 
wise given the economic weakness that exists right 
now, especially for a large company with access to 
substantial capital, providing cheap opportunities 
to acquire smaller retailers and consolidate the 
mass grocery retail market.

In addition to the opportunity for 
partnership, Wal-Mart has a late-movers 
advantage now, as some potentially unforeseen 
risks and opportunities have emerged from 
watching others expand in Russia. Pursuing 
gradual expansion of the kind exhibited by 
IKEA, rather than investing for rapid growth as 
Carrefour did, would help Wal-Mart continuously 
adjust to the locations, products, and marketing 
strategies that are optimal for Russian consumers. 
Even for a company like IKEA, which is explicitly 
invested in long-term growth in Russia even after 
its bureaucratic incidents, gradual investment 
has been part of the plan.23   Therefore, any 
expansion by Wal-Mart should be taken at a 
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one store at a time pace if possible in order to 
ensure that necessary adjustments can be made 
continuously to capitalize on those initial Russian 
consumers willing to give the Wal-Mart brand a 
try. Additionally, given the strong development 
in high-density urban cities, it could be in Wal-
Mart’s interest to target the regional segment of 
the market as mass retail begins to move growth 
to other regional centers. The one-stop-shop 
alternative seems to be appealing to many Russian 
customers according to recent surveys, a change 
that would help in regional areas as well as with 
the company’s supply-chain strategy.24 If Wal-
Mart is able to consolidate some of the market, it 
will make supply easier for large manufacturers, 
potentially leading to fruitful contracts for both 
parties.  One method it has used to deal with 
similar problems that exist in India was to form 
a partnership with an existing retailer that would 
focus on store-front sales while Wal-Mart used its 
“legendary supply-chain technology” to focus on 
the wholesale end.25

With regard to mitigating decision risk, 
the Russian market is large enough to warrant 
a more local focus by Wal-Mart’s leadership. In 
the case of IKEA, though ultimately accountable 
to central management in Switzerland, the 
Russian branch of the company has been virtually 
independent as a decision-maker.26 This overall 
success with gradual expansion contrasts well 
with Carrefour’s rapid investment into Russia, 
which was done before a new, unique, and 
independent arm of the company had been well-
established. Although Wal-Mart is “notoriously 
inflexible with its business model,” the company 
has recently implemented lots of variation in 
some of its other international stores and has 
emphasized taking a more “localized” approach 
to the expansion of each store.  For example in 
China, Wal-Mart adapted to Chinese citizens 
who “preferred to select their own live fish; stores 
installed fish tanks, leading to higher sales.”27  
Wal-Mart does seem to be taking some of its own 
advice towards Russia in this regard, with the 
establishment of a Wal-Mart Russia Director in 
2008 to help research and prepare the company 
for a potential expansion.28 

Wal-Mart also has some of its own, 
unique advantages that could also make its 
entrance into Russia successful.  One advantage 
that Wal-Mart has in the global context of 
consumer shifts to bargain hunting is that its 
business model is built upon a of highly efficient 
pricing policy. Wal-Mart therefore seems 
well positioned to address this market niche.  

Carrefour did not fit the bill in this respect due 
to some of its own inefficiencies over pricing.29 
Wal-Mart will bring its innovative technologies 
of unique consumer cards, excellent operations 
systems, and focus on the low prices in 
order to help muscle out the domestic 
competition.30  Another significant advantage 
that Wal-Mart has is its highly-developed 
logistics operations and retail technologies. 
Leveraging this is crucial for Wal-Mart, as it 
dramatically increases its efficiency and is part 
of what allows it to minimize prices beyond 
its competitors, a niche that it could fit well 
in Russia.  For example, its Retail Link system 
enables suppliers to see exactly how many of 
their products are on every shelf of every store 
at any given time, as well as up-to-date rates 
of sales, essentially allowing the suppliers to 
perform stock management.31   This allows 
Wal-Mart to “shed inventory risk and reduce 
its costs.  In essence, the shelves in its shops are 
a highly efficient managed depot.”32 

A final risk that Wal-Mart faces with 
respect to expanding operations in Russia 
is endemic to the FMCG industry: a major 
supply chain problem.  Russia currently has 
a population of approximately 140 million, 
most of which remains untapped to various 
FMCG sub-industries.  While this signifies 
huge potential for firms seeking to enter 
the market, the geographical distribution 
of the population presents an extremely 
difficult challenge.  Furthermore, Wal-Mart’s 
pricing strategy complicates the issue.  In the 
United States, where there are dense regions 
of population throughout the country and 
relatively consistent population distributions 
by socioeconomic class, Wal-Mart is 
particularly successful because of its ability to 
sell at bottom-barrel prices and to appeal to 
a large aggregate number of potential cost-
saving consumers.  The capacity to make a 
profit, however, is predicated on the number 
of goods sold.  In Russia, this advantage 
becomes a disadvantage both in the short 
and medium-to-long term, particularly given 
the country’s rapidly shrinking consumer 
base (due to a declining population and the 
economic rise of the middle class, which may 
opt for goods beyond Wal-Mart’s quality and 
low price range).  Since freight charges will 
increase exponentially as the volume of goods 
transferred increases, severe challenges in 
turning a profit outside of any St. Petersburg or 
Moscow based locations will prove challenging.
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There are three ways to mitigate the 
aforementioned risk, and to turn them into a 
set of positive gains.  Perhaps the most obvious 
recourse is to abandon the minimum-sales 
price, maximum-goods sold pricing model.  
By factoring in the current socioeconomic 
distribution and general demographic 
composition of Russia and using these as 
the two primary variables, a Pareto-optimal 
outcome can be attained likely at a point 
where fewer goods are sold at a higher price.  
The second task solution entails having a clear 
strategic vision of how to expand into Russia.  
By observing other FMCG and retail chains 
that have attained success in Russia, Wal-
Mart can develop a plan that considers where 
and how many stores to operate upon initial 
expansion into the country.  Furthermore, 
there would have to be a review to examine 
both Wal-Mart’s distribution contracts and 
organizational policy to determine whether 
manufacturing plants, warehouses, and 
distribution centers can be built within Russia. 
Furthermore, in accordance to company policy, 
Wal-Mart should investigate whether it is 
permitted to stock the shelves with multiple 
domestic Russian products (provided that it 
meets the firm’s internal controls and quality 
controls). Stocking with Russian products 
would undoubtedly cut costs (thus allowing 
greater flexibility in adjusting price) and make 
it easier to overcome the cultural risk that 
an American franchise will undoubtedly face 
while expanding into Russia.

 
 Conclusion
The Wal-Mart-Russia experience 

demonstrates many of the problems currently 
confronting Russia in attracting foreign 
investment. This investigation into the 
numerous issues facing Wal-Mart’s theoretical 
expansion reveals several potential solutions.  
Overall, cooperation between Wal-Mart and 
a Russian counter-part has the opportunity 
to not only bring new business to the Russian 
market in the form of a big international 
player, but also to offer a new and successful 
example of international investment in 
the Russian economy. The cooperation 
would benefit Russian consumers and it 
may also enhance the trend of improving 
the US-Russian relations in economic field 
(particularly if Wal-Mart’s venture in Russia 
is successful). Based on the sources examined, 
the Russian retail market is very attractive and 

it seems likely that Wal-Mart could significantly 
improve its profitability in non-US markets 
through this expansion. This would not only 
be a boon to international economic relations, 
but it would also result in more successful 
cooperation between Russian and American 
businesses.  From a Russian standpoint, it will be 
very useful to see how a successful international 
business is effectively run. Wal-Mart’s substantial 
investment in its own technologies, geared 
towards dramatic improvements in efficiency, can 
bring technological know-how to the retail sector, 
as well as many other sectors, as it changes the 
competitive landscape in Russia. 

 In summary, there are a number 
of actions that could be executed by both parties 
in order to foster these benefits in the short- and 
long-term.  Firstly, Russian authorities should 
focus on improving investment climate. This 
means constantly monitoring different local 
authorities with a view to minimizing corruption 
activities in order to ensure that international 
corporations with a lot to offer are not as hesitant 
to invest due to the political risks that seem ever-
present as in the cases of IKEA and Carrefour. 
An important aspect of this is significantly 
simplifying law procedures and decreasing 
red tape so that companies can do business 
more efficiently.  The Russian government 
also has a role in facilitating joint ventures 
between Russian and American companies, and 
should implement new incentives in order to 
accomplish this. For example, tax deductions, 
especially for strategically important sectors 
like nanotechnology, biotechnology and so on 
could be very useful and might be effectively 
demonstrated in the case of Wal-Mart in order to 
further the development in those other sectors. 

 For Wal-Mart, there are numerous 
factors that they will need to consider in order to 
ensure that their expansion into Russia is effective 
and appropriate for the unique country and its 
retail industry. Russian markets are fast-growing 
and profitable, and many of the risks that have 
made investment into Russia difficult, particularly 
within the retail industry, seem to be manageable. 
There is the option of finding a reliable partner 
in the respective business sector in order to make 
the move into Russia, a step that mitigates risks 
such as communications with Russian authorities, 
finding appropriate objects for acquisitions, 
getting prime locations, and understanding 
the consumer base.  Ultimately, by bringing in 
its technological advantages and continuous 
innovation it seems plausible that Wal-Mart could 
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have considerable success in Russia, bringing 
greater innovation to Russian consumers and 
authorities along the way.
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Foreign Direct Investment in 
Primorsky Krai’s Mining Industry

Could Vladivostok Lead Moscow in Attracting FDI?

 Introduction
Foreign direct investment (FDI) remains 

one of the key drivers of growth in capital poor 
countries. Russia is particularly in need of FDI 
as it possesses a significant number of natural 
resources and lacks the capital to exploit them.1  
Yet, the Russian Federation has failed to attract 
large quantities of FDI since the collapse of the 
Soviet Union. A volatile economic environment 
and the weak rule of the law are recognized 
as the primary reasons behind Russia’s failure 
to do so.2  Attracting and utilizing FDI 
could help alleviate some of Russia’s growing 
and imminent problems in poverty and 
unemployment. Focusing on Primorsky Krai, 
a territory in Russia’s Far East located close to 
Japan, this paper will discuss the importance of 
the mining industry, the legal and business risks 
facing FDI inflows, and measures to create an 
environment more accommodating to foreign 
investors.

Primorsky Krai’s Minerals Industry
The Russian government has identified 

development in Primorsky Krai as a strategic 
objective and is executing a number of large 
infrastructure and development projects in 
preparation for the APEC Summit of 2012 
in the Russky Island.3   Additionally, the 
Primorsky Krai’s proximity to Asia’s largest 
and fastest growing markets of South Korea, 
Japan, and China provides investors with the 
opportunity to take advantage of a less crowded 
capital market and lower operating and initial 
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costs of investment. Vladivostok, the capital of 
Primorsky Krai, is also home to six universities,4  
including the reputable Far Eastern National 
University.5  These educational institutions could 
provide a source of well-trained human capital 
that could assist foreign investors in running 
and expanding their operations. Lastly, the large 
variety of natural resources in the area, including 
bitumen, brown coal, tin, fluorspar, bromide, 
lead, zinc and tungsten could provide investors 
with lucrative extractive operations.6 

While industries such as fishing, 
agriculture, maritime transportation, 
shipbuilding, and timber7  are major contributors 
to the region’s economy, this paper focuses on 
the mining industry in the Primorsky Region for 
four main reasons. First, extraction of Primorsky 
Krai’s deposits of tin, gold, tungsten, silver, zinc, 
magnesium, and lead could allow the region to 
utilize its immense natural capital and invest 
the resulting revenue in economic development 
projects. Second, processing of these minerals 
and development of related industries could 
create significant added value and prevent the 
export of raw materials. Third, growth in the 
extraction and related industries could help 
reduce unemployment and poverty in Russia’s Far 
East Region. Lastly, given the dire environmental 
conditions of the region, especially the area 
around Vladivostok,8 investment in the mining 
and related industrial sectors could encourage the 
transfer of cleaner technologies to the region and 
prevent an imminent environmental catastrophe.  

It could be argued that investment in the 
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Russian energy sector would be more beneficial 
to both the United States – addressing energy 
security concerns – and Russia by creating a 
source of foreign currency income. Yet, this 
paper will not focus on energy resources in 
the belief that encouraging investment in the 
non-energy related natural resources will allow 
Russia to diversify its exports away from oil and 
natural gas, promote sustainable development, 
develop local industrial and scientific knowledge, 
and increase expertise in the Russian Far East. 
Additionally, the energy industry – including 
oil, gas, and coal extraction – have lower than 
average labor intensity9 and do not address the 
growing concern of unemployment in the region. 
Despite the seeming attractiveness of Primorsky 
Krai’s minerals industry, only limited inflows of 
FDI have been observed recently due to legal and 
business risks.

 Legal Risks
While academic research has generally 

failed to establish a close empirical link between 
the rule of law and FDI inflows,10  most literature 
focusing primarily on Eastern Europe, Russia, 
and Post-Communist Transition Economies 
finds intellectual property rights protection,11  
legal reforms, and legal support for private 
sector ownership as important determinants 
of the quantity and composition of foreign 
investment.12  An effective legal system guarantees 
property rights, fairly settles disputes, and reduces 
uncertainty of the foreign investors’ business 
venture. Russia, however, possesses a legal system 
unfriendly to foreign investment, characterized 
by FDI-limiting laws,13  legal ambiguity,14  and 
the failure of the state to fight corruption within 
the law enforcement agencies.15

On May 5, 2008, President Vladimir 
Putin signed the Federal Law of the Russian 
Federation on Foreign Investments in Companies 
Having Strategic Importance for State Security 
and Defense, No. 57-FZ.16  This law categorizes 
42 activities as “strategically significant” and 
makes foreign investment subject to approval by 
a federal commission. The law prohibits foreign 
entities from acquiring strategic companies and 
sets a limit of 50% on a foreign entities’ stake 
in any company engaged in “geological survey 
and exploration and development of subsoil 
areas of federal significance.” This legislation 
remains a major obstacle in the way of foreign 
direct investment in Russia’s mining and energy 
production industry.

The legal ambiguity resulting from a lack 

of strong property rights tradition and unclear 
boundaries separating each legal institution’s 
jurisdiction are major sources of discomfort for 
foreign investors in Russia.17  Foreign investors 
encounter a “multitude of administrative 
barriers and obstacle,” especially at the regional 
level and regularly “in contravention of 
federal legislation and regulation.”18  These 
ambiguities include rapid changes in tariffs, 
tax requirements, licensing regulations, 
contractual commitments, and production 
and construction permits.19  Interviews with 
a number of major foreign investors in Russia 
have revealed that these firms identify legal 
ambiguity and contractual uncertainty as the 
most important obstacles for the inflow of 
FDI.20 

On the enforcement front, the corrupt 
agents of the Russian police and court system 
have previously used their authority to take 
over foreign-owned companies through the 
practice of raiding or “reiderstvo – the takeover 
of businesses through court rulings and 
other ostensibly legal means with the help of 
crooked judges or police.”21  One of the most 
recent cases of raiding was documented in 
2009, when the assets of the Heritage Capital, 
an American-based investment company 
were taken over through the legal system 
without any notice to the investor itself.22  
In addition to foreign companies, Russian 
private companies have also become the target 
of politically motivated attacks by the legal 
system, such as the confiscation of Yukos and 
its subsidiary, Yuganskneftegaz, in 2005.23  
Absent of an effective and just legal system, 
attracting FDI especially in the extractive 
industries remains difficult.24 

 Business Risks
Russia maintains a poor business 

environment: the country ranks 120th among 
183 in terms of “favorable business climate.”25  
Although Russia’s economic freedom score 
has improved since 2008, especially in trade 
freedom, the country maintains a restricted 
economy.26  High tax rates, poor access to 
financial intermediaries, and inadequately 
educated human resources are identified by 
the Enterprise Surveys as the most problematic 
obstacles of doing business in Russia for 
foreign companies.27  Corruption was also 
identified by more than 50% of the firms 
surveyed as a major concern.28  Prolonged and 
complicated procedures for acquiring permits 
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and licensing slow down business processes 
and discourage foreign investors from bringing 
their companies to Russia. Exporting a single 
container, for instance, takes 36 days which is 
higher than the regional average.29  Acquiring 
a construction permit, on the other hand, 
requires 36 steps in the Moscow area.30  To 
address these concerns, US companies could 
take advantage of multilateral investment 
guarantees and the Far East’s proximity 
to Asia’s growing markets when investing 
in industries that utilize Primorsky Krai’s 
immense natural resources.

Investment guarantees for US 
companies investing in developing nations, 
including Russia, could encourage FDI 
inflows and reduce investment risks.31  US 
Overseas Private Investment Corporation 
(OPIC), US Export-Import Bank (EXIM), 
and the World Bank’s Multilateral Investment 
Guarantee Agency (MIGA) help mitigate 
risk of investments in developing nations. 
The institutions mentioned above could help 
reduce business risks for foreign investors 
in Russia. This study considers MIGA as a 
case study for effective promotion of foreign 
investment through investment guarantee 
corporations.     

MIGA insures investments for up 
to 15-20 years and up to $200 million32  
provided that investors are not nationals of the 
country where the investment is made and the 
investment is financially and environmentally 
viable and consistent with the receiving 
country’s labor standards.33  MIGA’s protracted 
experience in mining industry coverage has 
led the organization to address the industry’s 
most prevalent concerns, namely currency 
inconvertibility, expropriation, civil war and 
political instability, and breach of contract.34  
Furthermore, MIGA currently insures at least 
six companies investing over $350 million in 
Russia’s gold mining industry.35  Not only do 
agencies like MIGA provide financing for US 
companies, lower borrowing costs by reducing 
capital risk, and increase tenor, but they also 
give the Russian government a vested interest 
in the success of the FDI project as a result of 
the high social, economic, and environmental 
standards they set as a requirement to 
borrowers.36  Yet, given the high levels of 
business and legal uncertainties, it is unlikely 
that these investment guarantees alone could 
encourage foreign investors. Additionally, 
the insurance cap of $200 million offered by 

MIGA is too low to secure the investment of large 
mining companies.37 

US investors could also take advantage 
of Primorsky Krai’s proximity to large Asian 
markets such as China, Japan, and South Korea. 
China, for instance, is experiencing record high 
demands for raw materials including coal which 
is abundant in Primorsky Krai.38  China and 
Russia have also been increasing mutual trade 
of machinery and chemicals. In 2009, the two 
countries signed an oil-for-loan deal worth 
$25 billion.39  Investments in Primorsky Krai’s 
mineral resources, such as tungsten, which have 
significant industrial applications, could allow 
Russia to capture a higher proportion of the 
value added from processing these minerals and 
producing intermediate and final products.40  
Exporting these products to the markets 
mentioned above could bring large sources of 
foreign exchange to the region, spur economic 
and social development, and tackle issues such as 
poverty and unemployment. Achieving this goal 
requires better trade relations between Russia and 
its Asian neighbors, faster and less complicated 
export procedures, and modern processing and 
production technologies, and well-developed 
export infrastructure. While Russia is making 
progress in terms of its physical infrastructure, as 
a part of its preparation plans for APEC 2012, 
reforming bureaucratic procedures and developing 
local technical expertise requires further attention 
by Russian and Primorsky Krai’s regional 
authorities.

 Conclusion
The Russian government recognizes the 

important role of FDI in promoting growth 
and economic development, especially in its 
Far East Region. Within Primorsky Krai’s wide 
spectrum of economic activities, mining and its 
related industries are identified by this paper as 
one of the most beneficial investment targets 
for its potential employment opportunities 
and value added benefits. Investors currently 
face two major types of obstacles. First, Russia 
maintains a legal system which directly limits 
FDI flows, demonstrates high levels of legal 
ambiguity, and has weak and corrupt enforcement 
capacities. Second, Russia’s business environment 
is characterized by high tax rates, corruption, 
bureaucratic complexity, and poor human 
resources. To address these shortfalls, Primorsky 
Krai’s regional government could pursue the 
creation of a more FDI-friendly environment by 
reforming its regional legal system and creating a 
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business-friendly environment without waiting 
for national-level reforms. Public initiatives which 
target corruption and provide better legal services 
to foreign investors could tackle legal hurdles. 
Tackling business problems requires more 
complex measures such as coordination with 
multilateral investment guarantee organizations, 
setting up special investment offices in major 
financial capitals of the world, and creating a 
more transparent bureaucratic environment. 
Although these initiatives will only begin to 
address the complex problems facing FDI inflows 
into Primorsky Krai, engaging both the regional 
authorities and investors in the reform process 
could yield effective and beneficial results for 
both sides.
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The Need for a 123 Agreement 
Between the US and Russia

Energy security is essential to the US 
and Russia.  In an era of global warming, 
unstable energy supplies, and an ever-increasing 
demand for energy, nuclear power seems to 
be a clean and efficient answer.  However, 
debate remains over the perceived trade-offs to 
nuclear power, such as the danger of increased 
nuclear weapon proliferation and the fear that 
nuclear plants can serve as targets of terrorism. 
Although these issues are important to consider, 
a carefully crafted security policy could permit 
the US and Russia to have a greater reliance 
on nuclear power. To ensure that the US and 
Russia maintain energy security, and continue 
to cooperate regarding nuclear power, the 
Stanford US - Russia Forum (SURF) Energy 
Security team proposes that the US and Russia 
move to immediately sign and implement a 
section 123 Agreement. 

This paper is structured as follows: 
Section 1 contains a background on a 123 
agreement. Section 2 discusses the status 
quo, US and Russian benefits, and potential 
arguments and problematic issues associated 
with the planned agreement. Section 3 contains 
the authors’ proposed policy solution, and 
section 4 concludes with a discussion of the 
envisioned effects.

1. What is a 123 Agreement?
Section 123 of the US Atomic Energy 

Act of 1954 (AEA) requires that significant 
nuclear exports from the United States take 
place only following an agreement on peaceful 
nuclear cooperation whereby the recipient 
sets and adheres to specified nonproliferation 
conditions and controls. Significant nuclear 
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exports include nuclear power reactors, research 
reactors, and nuclear material.

A 123 Agreement has a lifespan of 30 
years, and permits the transfer of technology, 
material, equipment (including reactors), and 
components for nuclear research and nuclear 
power production between signatory nations. 
The Agreement does not permit transfers of any 
restricted data, but does permit transfers  of 
sensitive nuclear technology, facilities, such as 
those for enrichment or reprocessing of fuel. 
Major critical components of such facilities 
are allowed by amendment of the Agreement. 
In the event the Agreement is terminated, key 
nonproliferation conditions and controls continue 
with respect to material and equipment subject to 
it. 

A 123 Agreement is neither a commitment 
to supply nor a license to export. Rather, it 
provides the legal framework in order that nuclear 
commerce may take place. In other words, an 
agreement for cooperation is not self-executing 
as is not itself an authorization for individual 
US nuclear exports. Once a 123 Agreement is in 
place, each export of nuclear material, equipment, 
or technology must receive a specific export 
license or other regulatory approval.

The US-Russia 123 Agreement was 
signed by American and Russian officials in May 
2008.  This agreement provided a comprehensive 
framework for US peaceful nuclear cooperation 
with Russia based on a long-standing mutual 
commitment to nuclear nonproliferation.  
However, the Agreement was postponed by 
the Russia-Georgia war in August 2008, and 
currently Russia and the US remain without a 
123 Agreement. 
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Russia remains the only recognized 
nuclear-weapon state under the Nuclear Non-
Proliferation Treaty that does not have a nuclear 
cooperation agreement with the United States. 
Russia also has the most advanced nuclear 
complex of any state without a 123 Agreement 
in place. Upon entry into force, a 123 Agreement 
would create the necessary legal foundation 
for US-Russian cooperation in peaceful uses 
of nuclear energy. It offers significant benefits 
to both countries. It will benefit US industry 
by allowing US and Russian companies to 
partner in nuclear joint ventures, and permits 
commercial sales of nuclear materials, reactors, 
and major reactor components US to Russia. The 
Agreement also would strengthen US-Russian 
non-proliferation cooperation under bilateral 
programs and initiatives in civil nuclear energy, 
including the Declaration on Nuclear Energy 
and Nonproliferation of July 3, 2007, and in 
the Global Nuclear Energy Partnership. Such 
collaboration could benefit all parties involved, 
as is explained by Anton Khlopkov of the Center 
for Policy Studies in Russia (PIR): “Russian and 
US scientists can’t begin joint experiments for the 
new reactor because they can’t legally exchange 
nuclear materials. Other promising avenues for 
nuclear energy cooperation…require such an 
agreement.”1 

 1.2. Status-quo
The US and Russia have a history of 123 

Agreements which have allowed for significant 
progress in nuclear cooperation since the end of 
the Cold War. According to Anton Khlopkov, 
“Thanks to joint efforts, Russian nuclear facilities 
not only have been equipped with adequate safety 
and security systems, but have adopted modern 
methods for handling and storing nuclear 
materials as well, which in the Soviet Union 
relied entirely on personnel.”2   However, the 
latest attempt at a 123 Agreement was stymied 
by declining Russian-Georgian relations and 
the US response. President Bush and President 
Putin had agreed to sign a 123 Agreement on the 
eve of the G8 summit in St. Petersburg on July 
2006,3  which President Bush then submitted to 
Congress on May 13th. “The United States and 
Russia were once nuclear rivals. We are today 
nuclear partners,” said US Ambassador William 
Burns at the May 6 signing ceremony. Sergei 
Kiriyenko, the head of Russia’s giant nuclear 
agency, Rosatom, said the agreement “opens up 
a huge range of opportunities to us. Both parties 
will benefit from it because it opens the gates to 

legal cooperation.” The Agreement was later 
retracted by President Bush on September 8, 
2008, in response to Russia’s military actions 
in Georgia.4   Although is in the best interests 
of the US and Russia to reinvigorate relations 
regarding a 123 Agreement, there are still 
significant obstacles to its ratification.

 
 2.1. Potential US Technical, 

Economic and Political Benefits and 
Opportunities under a 123 Agreement 

The United States and Russia 
face similar policy issues related to the 
diversification of energy supply, with 
nuclear energy as both a controversial and 
promising source of energy. Both countries 
play a preeminent role in nuclear power 
consumption, research, and production. 
Anton Khlopkov, in a 2009 article from the 
Bulletin of the Atomic Scientists explains 
that, “In addition to possessing the world’s 
largest nuclear arsenals, Russia and the United 
States also possess two of the largest civilian 
nuclear energy industries in the world—a 
situation conducive to both partnership and 
competition.”5 

Despite US predominance in nuclear 
industry, the US lags in the development 
and deployment of new nuclear technologies 
domestically. Fifty-three new nuclear reactors 
are being constructed worldwide. China alone 
is currently building eighteen, whereas he 
United States is constructing only one. By 
2030, as many as 300 new reactors will be up 
and running worldwide. Less than 10 percent 
of these will be in the US. The US is quickly 
falling behind and will forfeit its historical 
leadership on this issue if current trends 
continue. The last nuclear reactor built in the 
US, according to the US Dept of Energy, was 
in 1973.6  Recently there has been posturing 
to more fully embrace the technology in the 
US. Senator Pete Domenici explains that, “the 
United States can acknowledge reality or we 
can continue to bury our head in the sand 
while nuclear waste, and nuclear proliferation 
dangers, build up throughout the world.”7  
As evidence of America’s commitment to the 
expansion of the US nuclear program, the 
New York Times reported February 16th, 
2010 that “the Energy Department has 
[recently] approved a loan guarantee intended 
to underwrite construction of two nuclear 
reactors in Georgia,” and that “the Energy 
Department is negotiating with potential 
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borrowers for three other projects, two of 
which could win guarantees soon.”8  

US officials are pursuing cooperation 
with Russia in order to gain access to 
information and facilities seen as key to 
pursuing technology related to advanced 
reactors and fuel-cycle technology. Russia 
has experience developing commercial-scale 
applications of fast reactor technology and 
possesses and operates large-scale chemical 
processing laboratories suitable for fuel 
processing and examination. As part of its 
current plans, the United States intends to 
fabricate and ship test fuel assemblies to 
Russia for irradiation, reprocessing, and 
examination. Shipping nuclear materials to 
Russia and allowing them to be reprocessed 
or “altered in form” requires that a US-Russia 
123 Agreement be in place, and US officials 
maintain that such cooperation will be key to 
future US efforts to develop advanced fuel-
cycle technologies. 

An agenda for technical cooperation 
between US and Russia was set by presidents at 
St. Petersburg 2006 summit. It comprises such 
areas as:

•develop unified safety and 
nonproliferation requirements for small- and 
medium-size

nuclear power plants;
•conduct joint experiments with 

transuranic fuels;
•develop methodology for establishing 

international nuclear fuel service centers;
•develop new nuclear material and 

facility monitoring, control, and accounting
technologies;
•increase efficiency and safety for fast 

spectrum reactors; and
•develop requirements for spent fuel 

reprocessing and waste isolation.

The US government is pursuing 
several international nuclear energy programs, 
including the development of advanced, 
proliferation-resistant fuel cycles. The hope 
is to design and develop new fuel-cycle 
approaches that will enable nuclear power to 
expand without increasing the risk of nuclear 
proliferation. These two goals (expanding 
nuclear energy and developing new nuclear 
concepts), combined with a policy that seeks 
to avoid the worldwide spread of uranium 
enrichment and plutonium reprocessing 
facilities, has led the United States to propose 

broader international cooperation with a number 
of advanced nuclear states, including Russia. 

Of particular interest from a 
nonproliferation point of view is how a proposed 
123 Agreement might affect U.S-Russia relations 
on the long-standing and often controversial issue 
of the recycling and civil use of plutonium. In the 
United States, the newly formed efforts to address 
the future of the fuel cycle include technical 
efforts to develop fuel processing technologies 
that are more proliferation resistant than the 
PUREX (Plutonium-URanium EXtraction) 
process currently being used in Russia and 
France, which leaves waste usable for building 
weapons. Cooperation on recycling is somewhat 
controversial since the US nuclear fuel cycle is 
currently built around the once-through fuel 
cycle where spent fuel (containing uranium 
and weapon-usable plutonium) is stored intact 
while awaiting permanent geologic disposal. 
It is hoped that the cooperative development 
of new approaches with Russia will help wean 
states, including Russia, off of PUREX and other 
processes that could produce separated direct 
weapon usable material and will help discourage 
the spread of enrichment and reprocessing 
technologies.

While some of the technical areas for 
bilateral cooperation can be outlined in advance, 
the potential political benefits of an agreement 
for the bilateral relationship are also significant. 
US officials hope that a normalized civil nuclear 
relationship with Russia could serve to stabilize 
strained bilateral relations between Moscow 
and Washington, which in turn might help 
influence Russian decision making on regional 
and global security issues. The United States 
sees the completion of a 123 Agreement with 
Russia and the opening of closer bilateral civil 
nuclear commerce as a way to advance US 
nonproliferation objectives. US policy now seeks 
to engage Russia to further reduce the global 
demand for nuclear weapons, address the risks of 
nuclear proliferation and nuclear terrorism, and 
improve the protection of nuclear 

All in all, the US has strong economic, 
technical and political incentives to ratify a 123 
Agreement. The agreement does not require the 
United States to authorize any specific nuclear 
trade with Russia; it only provides the legal 
authority needed for such trade. Licenses or 
approvals will be required for specific transfers of 
materials, equipment, and information to take 
place, possibly giving the United States additional 
opportunities to influence Russian behavior. 
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2.2. Russian Technical, Economic and 
Political Benefits and Opportunities under a 
123 Agreement

The mainstream perception of the 123 
Agreement claims that it is the US stands to 
benefit the most from its passage. However, in 
an international context, the 123 Agreement is 
mutually beneficial. A 123 Agreement with the 
United States would facilitate Russian cooperative 
projects with the West, allow for Russia to 
increase its nuclear energy export opportunities, 
and generate additional revenue for internal 
requirements. A new formal intergovernmental 
agreement between the two countries will also 
provide a level of stability and predictability that 
will help to strengthen overall relations between 
Russia and the United States. 

According to the World Nuclear 
Association, “Russia is moving steadily forward 
with plans for much expanded role of nuclear 
energy, doubling output by 2020.”9  The recent 
surge of activity and planning demonstrates 
Russia’s commitment to the expansion of nuclear 
power both domestically and in the international 
export market, and Russia’s strong interest in 
putting in place a bilateral nuclear cooperation 
agreement with the United States is part of this 
broader strategy. 

Russia is currently pursuing the strategy 
of expanding its global role as an energy 
provider. This role will necessitate expanding 
the domestic production of nuclear energy as a 
way of freeing up fossil fuels, particularly natural 
gas, for export. Inherent in this strategy is the 
expansion of Russia’s nuclear export business to 
transform Rosatom into a major player in the 
world nuclear energy market and Russia into the 
default country for nuclear fuel-cycle services. 
The Russia’s interest in concluding a nuclear 
cooperation agreement with the United States is 
grounded, in large part, in its desire to implement 
this strategy. Although Russia is not dependent 
on obtaining access to US technology and is 
already actively pursuing its nuclear energy goals 
regardless, cooperation with the US could help to 
render Russia’s strategy more efficient. 

While Russia’s nuclear industry has been 
far more active than its US counterpart over 
the past several decades, there are still gaps in 
the Russian nuclear engineering chain and areas 
where US technical expertise could improve the 
outlook for Russian exports. This is especially 
true in the area of control and safety systems, 
known as automated control and technical 

processes (ACPS). To improve their ability to 
pursue nuclear exports in larger, more lucrative 
and more internationally acceptable markets, 
Russian officials and industry are increasingly 
interested in developing joint initiatives with 
the United States and other countries. 

In the past, China and other countries 
have asked that some reactors purchased 
from Russia be equipped with non-Russian 
made ACPS. Partnering with German and 
French companies appears to have helped 
Russian firms win bids to build two reactors 
in Bulgaria. Complete control systems cannot 
be exported from the United States unless the 
recipient or partner has a 123 Agreement in 
place.

Beyond the export market, Russian 
officials have expressed interest in enhancing 
cooperation with US companies to increase 
the efficiency and safety of reactors already 
operating in Russia. In addition, the United 
States has valuable expertise in the area of 
reactor life extension. Russia is also eager to 
reduce the maintenance costs of its nuclear 
reactor operations. According to official 
Russian government projections, Russia’s 
nuclear operators are hoping to reduce their 
maintenance costs by 20 percent by the year 
2015. The United States nuclear industry 
has already reduced its maintenance costs by 
almost half (from 3.4 to 1.68 cents/kilowatt 
hour) since the mid- 1980s. The US experience 
may be of real value as Russia works to meet its 
targets. 

One of the strongest interests for Russia 
to continue negotiating a 123 Agreement 
relates to the complex issue of selling uranium 
enrichment services. Russia’s extensive uranium 
enrichment facilities remaining from its Cold 
War nuclear program give it a major resource 
it hopes to exploit for hard currency and 
trade. However, a significant percentage of 
the uranium available worldwide that could 
potentially be sent to Russia for enrichment 
is covered by US consent rights; US consent 
rights cover uranium that was either mined 
or originally enriched in the United States. 
For example, Japan and several European 
countries own large amounts of US-obligated 
uranium recovered from reprocessing in 
Europe. These states have an interest in re-
enriching this material for use in domestic 
reactors. Russia and Japan, for example, have 
already negotiated a nuclear cooperation 
agreement that would allow for this trade, but 
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it cannot take place without US legal consent, 
which would be included in a US-Russia 123 
Agreement.

A 123 Agreement could also help 
reduce the spread of reprocessing capabilities 
to other states by opening the way for Russia 
to establish an international facility for storing 
US-obligated spent fuel. Starting in the 1990s, 
Russian nuclear officials began proposing the 
establishment of an international spent fuel 
storage facility in Russia. The accumulation 
of large amounts of US-obligated spent fuel 
in countries such as Taiwan and South Korea 
offered Russia a potentially lucrative market 
to provide such services. Given its vast nuclear 
complex and experience, Russia seemed well 
placed to build and operate such a facility. 
However, such an option would first require 
the completion of a 123 Agreement as most 
of the spent fuel in these countries is still US-
obligated.

The United States has also repeatedly 
endorsed the Russian effort to develop a 
multilaterally owned and operated uranium 
enrichment facility at Angarsk. This project 
remains a high political priority for the Russian 
government and a major business initiative 
of the Russian nuclear industry. While US 
political support for the project has been 
welcomed, completion of a 123 Agreement 
would allow the United States to contribute to 
the effort materially. This support could even 
include allowing US-obligated uranium to be 
shipped to and enriched in the facility.

US engagement in the project would be 
supportive of American efforts to reform the 
international nuclear fuel regime by dissuading 
other countries from building their own fuel 
enrichment or recycling programs.

One key political benefit that Russians 
anticipate in a completed 123 Agreement is 
the prospect that the United States and other 
advanced nuclear states will accept Russia as a 
nuclear peer. As noted above, Russia is the only 
NPT nuclear-weapon state without a peaceful 
cooperation agreement with the United States. 
There is a strong desire in Moscow to establish 
a normalized nuclear relationship with the 
United States.  Russian industry representatives 
also expect that a 123 Agreement may improve 
US-Russia bilateral relations. Although the 
relationship has become strained in recent 
years on a variety of fronts, groups within 
Russia, including the nuclear industry, are 
eager to maintain and expand cooperative ties 

in areas where interests converge, such as the 
future expansion of nuclear energy. As leaders in 
nuclear energy technology with a strong incentive 
to prevent the further spread of nuclear weapons, 
Russia and the United States have a common 
stake in expanding the use of nuclear power in a 
way that minimizes the risk of proliferation.

Historical Precedent for a 123 
Agreement

The 1993 US-Russian Highly Enriched 
Uranium (HEU) Agreement helps give historical 
context to a potential 123 Agreement and 
serves as a working model of US-Russian 
nuclear cooperation. On February 18, 1993, 
the governments of the United States and 
Russia signed an umbrella agreement outlining 
the purpose and the scope of the US-Russian 
HEU agreement. According to the agreement, 
the United States is to purchase at least 500 
tons of HEU recovered from Russian weapons 
over the period of 20 years. The material is to 
be converted into low-grade enriched uranium 
fuel and sold to commercial nuclear power 
plants. The principle goal of the agreement is 
to, “arrange the safe and prompt disposition for 
peaceful purposes of highly enriched uranium 
resulting from the reduction of nuclear weapons.”  
Following the signing of the umbrella agreement, 
the US and Russian governments designated the 
executive agents: the United States Enrichment 
Corporation (USEC, at that time a quasi-
government entity is currently a private company) 
and Tenex, a Russian nuclear agency located in 
Minatom, Russia.10  

The 1993 Agreement is to expire in 2013, 
at which point a more comprehensive agreement 
will be imperative for the continuation of current 
US-Russian nuclear commercial cooperation in 
the uranium sector. Tenex has long sought freer 
access to the US market for separative work. 
Currently, Russian separative work units (SWU) 
are available to US utilities only through the 
US-Russia HEU agreement, under which Russia 
blends down surplus weapons HEU into LEU. 
The down blending of HEU from dismantled 
weapons into (Low-Enriched Uranium) LEU for 
deliveries to the United States has become a core 
activity of the Russian enrichment complex and 
an important source of revenues for Minatom’s 
Tenex. Under a 2008 revision to the Russian 
Suspension Agreement, Russian SWU can now 
only enter the US in relatively small amounts 
from 2011 through 2013 and after that in larger 
amounts, accounting for about 20% of US 



projected demand. The US Congress later set 
that figure into law, with a provision allowing the 
quota to rise if Russia blends down additional 
HEU after the current agreement expires in 
2013. In a meeting with US utility officials when 
he was in Washington to sign the suspension 
agreement revision last year, Rosatom Director 
General Sergey Kirienko raised the possibility of 
building an enrichment plant in the US. Under 
the proposal, the plant would be a joint venture 
with one or more American companies.

Under the amended agreement, the 
US will import Russian commercial uranium 
products from 2011 under new legislation, 
which allows Russia to sell LEU to US nuclear 
generators. Russia will be able to supply limited 
amounts of nuclear fuel for reactor reloads from 
2011, while the supply of initial fuel loads for 
new reactors will be unlimited. All limits are to 
be phased out by 2021.  The flood gates are now 
open for other US nuclear power plant operators 
to sign contracts with Tenex, taking into account 
the predicted world-wide shortage of enriched 
uranium by the year 2011.11  

Russia controls a significant market 
share in the US, which relies on the current 
HEU legislation.  In 2010, revenue from 
uranium sales from Russia to the US will 
account for approximately 20.368 billion rubles 
(approximately 0.679 billion US dollars or 
0.05% of the Russian GDP). Russia supplies 
almost half of current US requirements for 
nuclear fuel under the HEU agreement. It is 
both in Russian and American interests to have 
a functioning agreement regulating the uranium 
market after 2013.

2.3. Obstacles and barriers 
Currently the US and Russia lack a viable 

123 Agreement.  This is a problem because with 
increased proliferation of nuclear fuel for power 
there is an increased risk that fissile material 
could fall into the wrong hands.  Without such 
agreement energy security is violated for both 
sides. However, there are several fundamental 
obstacles the agreement still faces, especially 
if speaking from Russia’s point of view of 123 
Agreement. 

First, the Russia-Georgia war in August 
2008 prompted the United States to use the 
agreement as political leverage. The ratification of 
this agreement by Congress of the US was frozen, 
because of Russia-Georgia conflict. So the US 
tried to influence Russia’s policy in the Caucus 
region by withdrawing the 123 proposal, despite 

that such an action violated US interests. 
Second, the official reasoning behind 

the Section 123 rejection given by the US 
Senate was that President Bush had not 
provided evidence that Russia ceased its 
nuclear cooperation with Iran.12 The US 
politicians considered that Russia should stop 
any support of all current Iranian nuclear 
programs, make a disclosure of all information 
about present and past support programs, 
and moreover put pressure on Iran in order to 
force Iran to stop any actions or research in 
this area. This condition is in accordance with 
the current US policy toward the potential 
for nuclear technology to get into the hands 
of terrorists.. However, under Russian policy 
Iran is not viewed from this angel. For Russia, 
Iran is a stable business partner, and mutual 
relations with Iran are beneficial to Russia, thus 
presenting a discrepancy in the interests facing 
the US and Russia in regards to signing a 123 
Agreement.

Despite these barriers the negotiations 
have encountered, Russia remains positive 
about the progress towards a ratified 
agreement. According to a source quoted in 
September 2008 from the Russian Information 
Agency Novosti (RIA Novosti), Rosatom is 
expecting civilian nuclear cooperation with 
the United States to resume in spring 2009. 
“The main thing now is not to get in a flap. 
Optimistically, everything will resume in the 
spring, pessimistically - in two or three years,” 
the source said.13  

On September 28 2009, the Russian 
nuclear chief Sergei Kiriyenko made a visit 
to Washington DC to discuss the 123 
Agreement, which signals that the discourse 
between the nations is continuing. During that 
visit, Kiriyenko got a tour of the new $549 
million Highly Enriched Uranium Materials 
Facility (Y-12 GM) where the US stockpile 
of weapons-grade uranium will be stored.14  
So, despite substantial stumbling blocks, 
much of the rank-and-file Russian nuclear 
establishment wishes to maintain a business-
as-usual relationship with the US and other 
Western countries, which no doubt guarantees 
many jobs and opportunities for professional 
advancement. What is more, during a 2009 
visit to Russia, President Obama and President 
Medvedev signed a framework agreement on 
nuclear cooperation covering a wide range 
of issues, including the mutual reduction of 
nuclear arms, which bodes well for further 
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nuclear cooperation.15  
 
 3. Conclusion
Internationally, the demand for clean 

energy is growing. Nuclear power is likely to 
be an important part of a low-carbon energy 
future.  As nuclear energy expands worldwide, 
governments must address the issue of 
ensuring that the expansion of nuclear energy 
does not lead to the spread of enrichment 
and reprocessing technologies that can be 
used to make fissile materials for nuclear 
weapons. There also must be a practical plan 
for management of used fuel. These issues are 
in part mitigated with an increase in overall 
technology collaboration, as embodied in a 
Section 123 agreement.

In summary, the 123 Agreement urges 
for proactive stance on both the US and 
Russian sides. It is a good illustration of win-
win agreement and a framework that facilitates 
to resolving overlapping issues of nuclear 
non-proliferation, climate change, nuclear 
technological advancement, commercial and 
investment relations. This is the agreement that 
defines the safety and prosperity of not only 
Americans and Russians but also other nations.   
We believe it is imperative that both sides sign 
and ratify a 123 agreement as soon as possible 
to increase energy security. 

[Editor’s Note: On May 10, 2010, 
President Obama resubmitted the 123 Agreement 
Proposal to Congress, after the writing of 
this paper, potentially extended US-Russian 
cooperation in nuclear technology for another 
thirty years.]
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The US Plans for Ballistic 
Missile Defense: 

Impact on International Security and US-Russia Relations

 Introduction
Current debate over the US anti-ballistic 

missile (ABM) system is only a new phase of a 
story that has lasted for more than five decades. 
The development of missile defense systems 
started in the US and USSR in the early 1950s1 
, and despite restrictions under the Treaty on 
the Limitation of Anti-Ballistic Missile Systems 
of 1972 (ABM Treaty),2  progress has remained 
consistent. The problem became especially 
important after the US withdrew from the 
ABM Treaty in 2002 and declared plans for 
an integrated, ‘layered’ ballistic missile defense 
(BMD) system.3 

A direct cause of creating such a system 
is a growing missile threat from the Democratic 
People’s Republic of Korea (DPRK), Iran, 
and other states, which are developing long-
range missiles that can reach territories of the 
US allies and potentially the US homeland. 
Overall the BMD system is seen by the US as 
an instrument of deterrence and defense, which 
it can utilize to intercept a hostile missile in all 
phases of flight.  Therefore, the US considers 
the BMD system vital to international security. 

However, when it comes to a detailed 
analysis of the situation, the picture becomes 
more ambiguous. First, the level of effectiveness 
of the system is unclear, and US promotion 
of the system appears suspicious. Second, 
there is no agreement that creating the BMD 
system will deter the missile aspirations of 
‘rogue states.’ Third, China and Russia express 
concerns over the US plans because deployment 
of some BMD system elements near their 
borders raises both privacy and security 
concerns. 
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The discussion of these problems 
is complicated due to the existence of 
counterbalancing arguments for and against 
creating the ABM system.  Further complicating 
the matter is the fact that the US characterizes 
its plans as an ‘open-ended program.’4  An 
uncertainty about the nature and future of the 
program gives rise to guesses and distrust making 
it a question of much more than merely the 
provision of security. Sides define their positions 
with regard to the BMD system not only on 
military calculations but also on the subjective 
perception of others as allies, disinterested actors, 
sources of threats, or enemies. Thus, in some 
sense, an ABM issue plays a role of a litmus paper 
for current international system.

Russia feels especially vulnerable to the US 
BMD program both in military and sociopolitical 
aspects. First, despite numerous statements of 
the US officials, Russia sees the BMD system as a 
potential threat to its strategic nuclear deterrent 
capability. Second, it is dissatisfied with a growing 
power gap with the US in its sphere, which for 
a long time was subjected to mutual control. 
Third, there are worries that the deployment of 
the US BMD system abroad may correlate with 
anti-Russian sentiments in former Soviet bloc 
countries.

So the issue of the ABM system clearly 
exceeds the military realm, but the extent and 
meaning of this process are still unclear. The bulk 
of past analytical literature concentrates mainly 
on the military specificity of the problem by 
assessing technical details. However, the literature 
is largely unable to fully explain the driving logic 
behind the program and specificity of actors’ 
attitudes. On the contrary, this paper aims at 
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studying political aspects of the development 
of the US BMD system with special attention 
paid to their impact on US-Russia relations. It 
will logically investigate the historical timeline 
of the ABM issue, technological capacity of the 
current US BMD system, possible international 
consequences of implementation of the US plans, 
and different scenarios of US-Russia relations 
with regard to this problem.

    History of the ABM Systems
History of development of the ABM 

systems traces to the early Cold War period, when 
the US and the USSR intensively developed 
their strategic offensive potentials and means 
of defense. However, reaching a strategic parity 
and failing in attempts to create effective ABM 
systems, they were faced with the necessity to 
fix a status quo based on the principle of mutual 
assured destruction (MAD). The ABM Treaty 
between the US and the USSR was signed in 
1972. According to the treaty and its 1974 
revision,5  each country was allowed to deploy a 
single ABM system with only 100 interceptors 
to protect a single target. Moscow became the 
USSR’s protected zone, while ballistic missile sites 
at Grand Forks Air Force Base, North Dakota 
were chosen by the US government.

The role of the ABM Treaty was at least 
twofold. Firstly, it allowed actors to reallocate 
resources and save considerable sums of money 
without being afraid that other side would 
benefit from it. Secondly, it emphasized the two 
countries’ military and geopolitical equality. 
Nevertheless, development of the ABM systems 
continued to be an attractive option that was not 
completely prohibited by the ABM Treaty. One 
of the most notable examples is President Ronald 
Reagan’s Strategic Defense Initiative (SDI), a 
program of research and development in the field 
of missile defense, initiated in 1983 and aimed 
at protecting the US from missile attacks by 
creating a space-based BMD system.6  Although 
these plans remained largely unrealized, they 
fostered development of military technologies 
and were used as an instrument of diplomatic 
and economic pressure on the USSR.

The US began seriously considering 
withdrawal from the ABM Treaty in the 1990s, 
in light of development of new technologies, 
emergence of new threats to national security, 
and Russia’s geopolitical weakening. The Clinton 
administration discussed the possibility of 
creating a limited national ABM system, which 
would have demanded some changes in the ABM 

Treaty.7  Russia, on its side, remained passive, 
expressing its displeasure with the US plans 
and vaguely suggesting alternative cooperative 
systems. This part of the story ended in 2002 
with the US unilateral withdrawal from 
the ABM Treaty. In the wake of Russia’s 
rapprochement with the West after the 9/11 
attacks, this move was regarded by President 
Putin as “mistaken but presenting no threat to 
Russian security.”8  However, several years later 
the geopolitical situation has changed and the 
issue of the ABM system has become one of 
the stumbling blocks for US-Russia relations.

The US BMD System at the Current   
Stage of Development

The idea of a functioning BMD system 
that can reliably secure territory against missile 
attacks has always been attractive for military 
and political leaders. They see in them a 
contribution to their countries’ military might, 
a great potential for technical development, 
and a source of geopolitical influence. The 
practical value of such systems has increased 
during the last years with the growing number 
of countries that possess or currently are 
developing medium-, intermediate-, and 
intercontinental-range ballistic missiles. 
The threats from North Korea and Iran are 
especially disturbing due to their profound 
anti-Americanism and ability to strike US allies 
and forces deployed abroad.

To counteract this threat, the US 
proposed at the beginning of the 2000s 
an integrated, ‘layered’ BMD system. As 
summarized by Vladimir Dvorkin, head of the 
Moscow-based Center for Strategic Nuclear 
Forces, the proposed system’s overall objective 
would be “to have an integrated missile defense 
system that will encompass ground-, sea-, 
air- and space-based information systems, 
interceptors for the boost, mid-course and 
terminal phases of ballistic missiles’ trajectory, 
and combat command and communications 
systems.”9  The system promises to be global 
in scope, as the US develops cooperation in 
this sphere with Western European countries, 
Poland, Romania, Israel, Japan, and Australia.10 

Being a project rather than a fixed 
program, the US BMD plans are subjected to 
revision, depending on assessment of missile 
threats and political conjuncture. The latest 
changes were proposed by President Barack 
Obama in September, 2009, and included 
refusal from deployment of the BMD system 
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elements in the Czech Republic and Poland. 
Instead, the revisions emphasized specific 
mobile naval components of the system: the 
Aegis Ballistic Missile Defense System, with a 
Standard Missile 2 (SM-2) platform focused on 
the terminal phase of short range missiles, and 
the SM-3 designed to interdict intermediate 
range missiles in the middle of their flight 
pattern.11 

The US simultaneously works on a 
whole spectrum of the BMD system elements. 
Its ground defense systems are broken into two 
groups: the Ground Based Interceptor (GBI) 
and the PATRIOT Advanced Capability 3 
(PAC-3) missile. The GBIs engage medium-
range and intercontinental ballistic missiles in 
the middle of their flight path, while the PAC-
3 focuses on ballistic missiles in the terminal 
phase of flight.12  The most important air-
based part of the system is the Airborne Laser 
Testbed, which focuses high-intensity lasers 
on the pressurized section of a ballistic missile, 
compromising its structural integrity and 
causing mid-air failure.13  Other components 
in use and under development include more 
advanced software and algorithms, and more 
powerful lasers, Unmanned Aerial Vehicles 
(UAVs),14  satellite surveillance, and a range of 
radar systems – the X-band, the S-band, the 
Cobra Dane, the Upgraded Early Warning, 
and the Army Navy Transportable Radar 
Surveillance.15 

However, the BMD system draws 
constant criticism for the underperformance of 
its various aspects. Its development demands 
considerable spending – $ 6-10 billion per 
year16  – but its effectiveness has yet to be 
proven. For example, field tests have not 
yielded definitive results, and many critics 
draw attention to the unrealistic scenarios 
rehearsed by missile developers. As argued 
by George N. Lewis and Theodore A. Postol, 
professors at Cornell and MIT respectively, 
“when MDA’s [Missile Defence Agency of 
the US Department of Defense] description 
of how the system functions is subjected to a 
detailed technical analysis, it becomes clear that 
none of the system’s components can work as 
MDA claims.”17  Such a weakness of technical 
arguments stipulates the necessity to search 
for substantial driving forces for the BMD 
program in political sphere.

In fact, this program is significant in 
simultaneously revealing isolationist sentiments 
as well as international aspirations of the US. 

From one side, creation of the BMD system is a 
defensive act, aiming at protecting the territory 
of the US, its forces abroad, and also its allies 
against a growing missile threat. On the other 
hand, it turns out to be a perfect opportunity 
for reassessing the US relations with its allies 
and mobilizing them for the sake of deterrence 
of the ‘rogue states’ and such geopolitical giants 
as Russia and China, further contributing to 
prolongation of the US military dominance in the 
world.

Defense Against Whom? Real and 
Potential Threats

The development of a global ABM system 
has such potential to disrupt the current strategic 
balance that it provokes substantial political 
controversy. Efforts of the US and its allies to 
develop the BMD system have raised questions 
about the interests, identities, and perceptions of 
its creators. 

The US first installed elements of its BMD 
system on bases in Alaska and California in the 
mid-2000s. A missile defense base in Fort Greely 
in Alaska currently has X-band radar and 26 
Ground-Based Interceptors (GBIs) installations 
with the number of GBIs supposed to increase 
to 40 by 2011. The US also has four GBIs at 
the Vandenberg Air Force Base in California. 
Together with the BMD assets deployed in Japan 
and Aleutian Islands, this part of the US BMD 
system is capable of intercepting both the DPRK’s 
intermediate-range ballistic missiles (IRBMs) 
and China’s inter-continental ballistic missiles 
(ICBMs) in all phases of their trajectory.18 

Another missile threat to international 
security comes from the Middle East, most 
notably, Iran and Syria. As stated in the latest 
US Department of Defense’s report on ballistic 
missile defense, “although Iran has not stated an 
intent to develop ICBMs, it continues to pursue 
longer-range ballistic missiles. Iran launched its 
Safir Space Launch Vehicle (SLV) in August 2008 
with what it claims was a dummy satellite. Iran 
used the Safir-2 SLV to place the domestically 
produced Omid satellite in orbit in February 
2009, according to statements made to the press 
by Iranian officials. Despite continued diplomatic 
efforts Iran also continues to defy its international 
obligations on its nuclear program, further 
reducing international confidence in the nature of 
its program.”19 

Currently, Iran possesses an array of 
short- to intermediate-range ballistic missiles 
that threaten US personnel and its allies in the 
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Middle East and Europe. For example, Iranian 
government officials claim that their Shahab-3 
MRBM [medium-range ballistic missile] has a 
range of up to 2,000 kilometers, which means 
that it is capable of striking targets in the Middle 
East, southern Russia, and southern Europe.20  
As an initial response to this threat, the US 
suggested placement of 10 interceptor missiles in 
Poland and a radar station in the Czech Republic. 
These plans were declared in the mid-2000s and 
then stubbornly progressed despite controversy. 
Russia had profound objections to the placement 
of missiles in Eastern Europe. However, the 
new US administration opted to continue 
with development, believing these concerns to 
be unnecessary. Current US plans for Eastern 
Europe include an installation of a battery of US 
Patriot missiles in Poland, 100 kilometers from 
Russian border, and deployment of several dozens 
of SM-3 missiles in Romania by 2015.

The DPRK and Iran’s missile programs 
present a clear challenge to international security. 
However, the method by which the US has gone 
about developing its BMD system has been 
extremely harmful. The US response is primarily 
excessive. As argued by the experts of the 
EastWest Institute, “There is at present no IRBM/
ICBM threat from Iran and that such a threat 
even if it were to emerge, is not imminent.”21  

The prospects of the DPRK’s missile program are 
also quite vague. Secondly, the US plans may not 
succeed in missile deterrence of the ‘rogue states.’ 
As predicted by Vladimir Dvorkin, it is possible 
that Iran will “start increasing the number of its 
intermediate-range missiles in order to ‘saturate’ 
missile defenses, while equipping its missiles with 
means to penetrate missile systems to counter 
the US unilateral deployment of missile defense 
systems in Central Europe.”22  Finally, the US 
actions may harm US-China and US-Russia 
relations. Both countries seem to be significantly 
upset by the unilateral methodology that US has 
used to pursue its BMD program. In addition, 
both China and Russia are suspicious that the 
US is trying to ‘encircle’ them with elements of 
the ABM system, while stating that it is directed 
against other states. Overall, considering it is such 
a contested issue, the US BMD program needs 
further revising.

 US-Russia Collision
The US BMD program does not deal 

primarily with Russia. At first glance, the US and 
its allies are creating the ABM system in order to 
protect themselves against growing missile threats 

from ‘rogue states,’ something that should 
theoretically not disrupt a strategic nuclear 
balance with Russia. Nevertheless, Russia feels 
that its military, political interests and position 
within the international arena are infringed 
upon by these developments. The situation is 
further complicated by high uncertainty with 
regard to the future of the program.

Russia’s concerns stem from a variety of 
issues. First among them, as argued by some 
Russian and US experts, elements of the ABM 
system, which were intended to be placed 
in Poland and the Czech Republic, could 
potentially intercept Russia’s ballistic missiles 
and control space and missile operation activity 
in the European part of Russia, including the 
Plesetsk Cosmodrome.23  The same is true for 
the SM-3 missiles which will be deployed in 
Romania in the 2010s.  Secondly, deployments 
near Russia’s border are also regarded as a 
political challenge, strengthened by the fact 
that the US does not intend to limit its activity 
in this geopolitical area. According to the US 
Department of Defense’s report on ballistic 
missile defense, “The United States will 
continue to engage with Russia’s neighbors 
as fully independent and sovereign states.”25  
Lastly, the prospects of cooperation with Russia 
are vague, which is reflected in the evasive 
statement that the US “looks forward to a 
peaceful and prosperous Russia that makes 
contributions to international peace and 
security as a global partner.”26 

Other problems with the US BMD 
system involve issues of identity and self-
determination. Keeping the ABM Treaty 
untouched after the collapse of the USSR 
was in Russia’s interests. The existence of 
such an agreement maintained an illusion of 
parity with the US despite the fact that the 
technological and political gap continued to 
expand. Expiration of the ABM Treaty and 
missile proliferation reversed this situation. 
Nowadays, Russia is neither an adversary nor a 
strategic partner of the US with regard to this 
issue, and Russia thus lacks a clear vision when 
responding to US actions. Everything from 
intensifying the contradictions to cooperation 
seem to be plausible Russian responses, and 
this variety of scenarios has created a situation 
where the issue of the ABM system is being 
held hostage by political conjuncture and 
specificity of perception of each other.

Russia does not have enough resources 
to give a symmetric response to the US 
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BMD program by creating its own ABM 
system. However, the country may respond 
asymmetrically by developing new strategic 
armaments or withdrawing from the Treaty on 
the Elimination on the Intermediate-Range 
and Shorter-Range Missiles of 1987 (INF 
Treaty). These actions would be significant, 
albeit self-damaging, responses, capable of 
compelling the US to reconsider its BMD 
program while simultaneously creating new 
problems. Besides negative responses, Russia 
also has the option to respond positively by 
cooperating with the US and its allies on the 
issue of the ABM system. Russia may become 
a valuable partner because it has previous 
experience with development of a BMD 
system and perfect geographical location. 
Russia’s involvement would also strengthen the 
legitimacy of such a BMD system. As noticed 
by Vladimir Dvorkin, “Without Russia’s 
cooperation, the American program would 
not only create a political climate favorable for 
Iran’s countermeasures, but would itself have a 
number of technical weak points that Tehran 
would surely take advantage of.”27 

The current situation is paradoxical: 
while the US promotes efforts to defend itself 
from potential missile and nuclear threat from 
the ‘rogue states,’ Russia, which is situated 
closer to Iran and the DPRK, resists these 
efforts. In fact, Russia would like to play the 
role of mediator in this situation, even though 
it lacks proper influence and resources. As a 
result, the country stalls between an inefficient 
opposition to the US BMD program and a 
possibility of cooperation with the US on this 
issue, which would implicitly mean that Russia 
agrees to consider Iran a ‘rogue state.’ Without 
envisioning a way out of this ambiguity, 
Russia maintains its anxiety. The looming 
prospect of being encircled with the US ABM 
elements and marginalized as a political actor is 
especially disturbing.

     Possible Future Scenarios
Future evolution of the US ABM plans 

and their impact on US-Russia relations will 
depend on a number of variables involving 
domestic and foreign policy. For the US they 
include success in technological advancement 
of the program, ability to deter ‘rogue states’ 
from developing ballistic missiles and nuclear 
weapons by other means, scale of military 
lobbying and public support of the program 
inside the country, and reaction of other actors 

to these plans. Russia, on its side, will respond 
depending on the way the US BMD program 
will be implemented, assessment of military 
consequences of creating the ABM system, the 
country’s foreign policy priorities, and the nature 
of its political regime. In general, it is possible to 
outline three future scenarios, namely, US-Russia 
cooperation on this issue, continuation of debate 
about it, and substantial deterioration of the 
situation.

Cooperation will become possible if the 
sides find an appropriate way to integrate Russia’s 
existing ABM elements into the US BMD 
system and consider such a move reasonable, for 
example, in light of the Iran’s growing missile 
capability. It is noteworthy that at the suggestion 
of Russia, these issues have already been discussed 
at the highest levels. As observed by Alexei 
Arbatov, “Proposals made by Russian president in 
the summer of 2007 could become the basis for 
an agreement on missile defense. The proposed 
idea was to use the Gabala early-warning radar 
station in Azerbaijan to detect and track missile 
launches from the south… The radar could be 
linked to the missile launch data exchange center 
in Moscow, work on which began in accordance 
with the American-Russian agreement of 1998, 
but which was subsequently frozen.”28  

However, realization of these ideas 
demands more than technological and military 
analysis. Paving the way to US-Russia and 
West-Russia rapprochement, this concept of 
cooperation cannot be effectively carried out 
without shifts in identity of actors. Creating 
a common missile shield would mean a 
decision to not view each other as threats and a 
commitment to search for common approaches 
in the international arena. One should not 
underestimate the role of European countries 
and Euro-Atlantic institutions, which can create 
a positive atmosphere of cooperation.29  Based 
on these assumptions, it is possible to argue that 
the previous Russian proposals have not been 
truly considered in practice precisely because 
they were not identity-driven and merely aimed 
at becoming an alternative to the US plans for 
Eastern Europe.

A second scenario implies continuation of 
‘business as usual’ and, frankly speaking, it is the 
most probable scenario. After President Barack 
Obama’s revision of the ABM program, there is 
little doubt that the US will continue to move 
forward with the BMD installations. On its side, 
Russia can express serious concerns but it will 
still lack effective mechanisms for deterrence or 
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symmetrical responses. Given the technological 
hardships and flexibility of the program, the 
situation may stall in this ‘damage limitation’ 
phase for years.

Marginalization of Russia with regard 
to this issue is therefore quite a feasible option, 
which can even seem attractive to different 
actors. The US and some of its allies may regard 
the ABM issue as a means to offend Russia, 
reducing its geopolitical weight. Russia, on its 
side, may use debate over the BMD system as 
an opportunity to actualize its post-imperial 
identity and make its resenting voice heard in 
the international arena. However, striving for 
maintenance of this state of affairs would be 
a serious mistake, bringing actors short-term 
political benefits at the price of strategic stability 
and possibilities for partnership in the future.

The risk of realization of the worst 
scenario has fortunately lowered after declaration 
of a ‘reset’ in US-Russia relations and the US 
revision of the BMD system. However, these 
developments don’t mean that the worst-case 
scenario has completely vanished from the 
landscape. Russia has moderately reacted to 
the US plans for deployment of some BMD 
system elements in Romania but it can start 
focusing on this issue in future. The level of 
conflictedness may also rise if the US insists on 
further deployments in the Eastern European 
and Caucasus countries, or in the Black Sea. 
Russia’s possible asymmetrical responses, such 
as armaments build-up or withdrawal from the 
INF Treaty, would not prevent the US from 
continuing its plans but definitely undermine 
strategic stability. 

Nowadays finding new modes of 
cooperation with regard to the issue of the US 
BMD program seems critically important. So 
far, this program has generated collisions in the 
international arena rather than contributed to 
global stability. Current challenges lie in moving 
from insinuations about this issue to multilateral 
work creating a new, stable ABM regime and 
an effective BMD system. If the US and Russia 
are able to work through these challenges, a 
potentially powerful arena of cooperation will 
open up. However, the future likely holds 
more “business as usual,” making cooperation a 
difficult task and possibly widening the political 
gap between the two countries. 
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Industrial and Cultural Development 
of Russia’s Far East

With recent geopolitical and economic 
trends in the international system, a definite 
shift in attention has occurred from the 
unchallenged supremacy of the West to 
the rising presence of the East. Although 
Northeast Asia contains several of the world’s 
most powerful and economically prosperous 
countries, their potential is not currently being 
used in mutually profitable cooperation. 

According to realist political theories 
(for instance offensive realists), the country 
that is willing to retain its preeminence in 
a region should implement policy in an 
anarchic environment so as to compete with 
other actors in the international system.1  For 
instance, many researchers point out that US 
foreign policy is aimed, and should be aimed, 
at kindling so-called low intensity conflicts in 
the region2 : between Korea and China (the 
historical Korean project of “the Great Korea”), 
China, Korea and Japan (regular visits of Japan 
authorities to Shinto Shrine Yasukuni), Korea 
and Japan (disputes over nuclear security), and 
China and Russia (disputes about the borders).3  
American researchers are neither as critical nor 
radical about American policy, but still express 
a similar idea: the US should be a “broker” 
between participants in world politics.4  Such 
policy would prevent the countries from 
consolidating and becoming stronger. While 
these measures can be favorable from the 
point of dominance and power, they are not 
applicable in terms of ensuring development 
of the whole region, namely developments 
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of technology and the standard of living for all 
inhabitants.

Therefore the main demerit of such 
policy is not its selfish or unethical character, for 
which political realists are often criticized,5 but 
rather the fact that such strategies usually evoke 
aggressive responses6  and provoke competition 
for dominance and influence between nations 
instead of creating a basis for mutual cooperation 
in various spheres of development. As China’s 
rise increasingly suggests a hierarchy of power in 
Northeast Asia with itself in a dominant role, its 
neighbors inevitably fall into lesser, dissatisfied 
positions of power. Tensions in Northeast Asia, 
therefore, still remain an obstacle for common 
development. In light of such geopolitical shifts, 
an approach aimed at strengthening cooperation 
is becoming more common throughout Asia7; it is 
practiced through different organizations, such as 
Asia-Pacific Economic Cooperation (APEC) and 
the Shanghai Cooperation Organization (SCO). 
Through a mutual understanding of cultural 
differences and values, we argue that industrial 
and societal development through constructive 
collaboration is much more likely to succeed. One 
area in the region greatly poised for development 
is Russia’s Far East.

Thus we propose a twofold approach 
to addressing development of Russia’s Far East 
region. After discussing the current situation 
in the Russian Far East, we will introduce a 
project addressing vital economic and industrial 
modernization of the region through energy 
technology. Not only would the project help 
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Russia take advantage of its natural resources, 
but it would also enhance industry and improve 
living standards of Russians who inhabit the 
region. Secondly, we propose the establishment 
of a multicultural dialogue to improve cultural 
and societal understanding and exchange between 
countries of the Northeast Asian regions. We 
argue that such a focus will effectively advance 
multinational ventures and better ensure the 
success of projects such as the energy endeavor 
discussed.

We address the projects of energy 
technology and cultural understanding together 
under the conviction that each greatly influences 
the success of the other. Culture can be viewed 
as a base, which ensures mutual principles of 
cooperation and security in a humanitarian 
sphere, whereas cooperation in the sphere of 
energy is an example of collaboration that leads 
to development of infrastructure and economy. 
If there is no mutual understanding in the 
sphere of culture, joint projects are likely to be 
implemented only for the generation of short-
term profit for one party as an atmosphere of 
political trust is not yet fully established.

Developmental Discrepancy: Moscow 
and Partners in the Far East

As the largest country in the world, 
Russia develops asymmetrically – the European, 
or Western, part has greater opportunity for 
faster implementation of the latest economic, 
social, and political schemes due to its proximity 
to the capital. The Far East is very distant 
from the economic and political center of the 
country, which has made industrial monitoring, 
maintenance and renovation a lesser focus of the 
Kremlin. That being said, the region possesses 
various opportunities for providing national and 
international benefits in many spheres: from 
tourism-driven recreation facilities (for instance, 
ski and snowboarding resorts in Kamchatka), 
and greater trade liaison possibilities (after the 
improvement of transportation infrastructure), to 
innovative projects focusing on the use of Russian 
Far East natural resources. 

At present, Russia does not take advantage 
of the full potential presented by the Far East. 
During the Soviet era, subsidized transport rates 
for trade between the West and Eurasian areas 
of Russia stimulated the regional economy to 
a stable degree. However, trade ended with the 
collapse of the Soviet Union in 1991 and the 
region has been in economic decline ever since. 
Financial resources for development have been 

allocated largely to the most populous areas 
of the country (i.e. the West), while the East 
has been generally disregarded.8  While the Far 
East generates only 5% of Russian GNP, it is 
responsible for 20% of Russia’s joint venture 
partnerships with private companies and 
foreign investors as it seeks support elsewhere.9  
Geographic position plays an important role, 
but despite the size of the Far East region, 
which is larger than Europe in area, its small 
population is left with few prospects in the 
region. At the close of the 20th century, the 
region was experiencing a population decline 
of 40,000 people per year and -8.0% regional 
GDP growth.10  Russia needs to further engage 
foreign aid in the development of this area, 
which currently hangs in a delicate balance 
between its two most legitimate potential 
collaborators: the United States and China. 

Despite China’s flourishing economy 
and a strong Russian-Chinese arms trade, 
China’s rapid rise has caused unease in Russia 
as it develops into a legitimate geopolitical 
rival in the Eurasian continent space.11  In 
addition, the 4,355 km Sino-Russian border 
remains a source of insecurity for Russia as 
a porous threshold that continues to greatly 
alter the demographic make-up of the Russian 
Far East.12  In contrast to the Russian Far 
East negative population and GDP statistics 
mentioned earlier, China’s northeast region 
directly across the border hosts a population 
growing at nearly 1,000,000 people per year 
with a 13% regional GDP growth.13  There 
remain suspicions among central Russian 
authorities of Chinese plans to dominate the 
region’s ethnic makeup and potentially annex 
it in the future. Regardless of China’s intent, 
demographic and border pressures create 
bilateral tensions, signaling the two states 
are not ready for an exclusive close working 
relationship.14 

The United States, on the other hand, 
is a preferable partner for initial development 
projects in Russia’s Far East. The US is 
already involved in the first stages of Russia’s 
foray into liquefied natural gas technology 
(which will be discussed at length later). In 
addition, Pacific coastal Russian cities such as 
Vladivostok could play a role in developing a 
trans-shipment route from the US west coast 
to Pacific Asia and across Russia to central 
Europe, further contributing to economic and 
industrial development. The United States’ 
established economy, despite fallout from the 
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recent financial crisis, makes it more adept 
at engaging in profitable joint ventures. In 
addition, US-Russian collaboration in Far 
East development would further support 
efforts in the recent ‘reset’ of bilateral relations 
between the two countries. Given the bilateral 
instability among several Northeast Asian 
countries, many researchers argue for a regional 
role of the United States as coordinator and 
manager, capable of organizing the mutual 
cooperation process.15 

The Far East will be of great geopolitical 
strategic importance in the coming decades. 
The economic crunch has revealed new 
global trends, in which financial flows have 
increasingly circulated through Hong Kong 
as opposed to New York or London, the two 
established economic capitals of the Western 
world. The pronounced cultural differences 
of the countries in the Northeast Asian 
region also require attention, as increased 
interaction will likely become the necessary 
norm and ignorance or hostility toward 
cultural differences could become polarizing. 
The earlier these tendencies are taken into 
account, the better position Russia and the 
United States will have in the future when 
the Asia-Pacific region will embody not only 
geographical, but political and economic 
presence.

 Energy Technology
Northeast Asian countries, particularly 

China and Japan, are experiencing rapid 
economic development and face the possibility 
of a serious energy crisis in the near future 
as their crude oil consumption inevitably 
continues to rise to meet industrial demand. 
By 2020, China’s demand for oil is expected to 
increase by more than 300,000 tons and gas by 
90 million tons.16  Currently, Northeast Asian 
countries rely mostly on oil from the Middle 
East.17  This trend poses potential problems 
in the rising costs of resources and regional 
geopolitical instability. The opportunity for 
diversification of supply, particularly regarding 
extensive natural gas resources in Russia’s Far 
East, is obstructed by the lack of a constructed 
regional gas grid and new energy technologies 
to maximize the resources’ effectiveness.18 

Natural resources and sparse 
populations in Russia’s Far East historically 
have been both exploited and marginalized, 
respectively, by central Russian authorities. As 
such, the Far East region has oriented itself 

economically, in most sectors other than energy, 
toward neighboring Asia- Pacific countries. 
This trend has become particularly pronounced 
in regards to booming China and threatens to 
develop into a more serious case of regional 
separatism. Russia now faces a situation in which 
its East Asian neighbors can exercise significant 
influence within Russia’s borders.19  Moscow 
should thus focus on some mode of political 
reclamation of the Far East region, through 
development of industry and energy initiatives 
that prove mutually profitable for Russia and its 
neighbors. In doing so, Russia would ultimately 
seek a reassertion of territorial integrity and 
increasedomestic economic activity that would 
strengthened relations with its Asian neighbors.

Russia has consistently been criticized 
for its one-product economy, relying on natural 
resources as its main source of revenue. Such 
negative sentiments understandably surface 
in response to monopolizing oligarchic oil 
companies, such as Gazprom and Yukos. The 
complexities of ‘pipeline politics,’ are reflected 
in such political maneuvering as the 2005 and 
2009 Ukraine gas cut-offs. Therefore, it is not the 
resources that elicit criticism, but economic policy 
toward those resources emerging from Moscow.20  
Stabilizing forces of domestic and international 
energy security are both necessary and possible, 
particularly with increased foreign investment 
and technology in Russia’s energy industry. The 
United States is in a position to collaborate with 
Russia on innovative energy technology projects 
in the Far East, which would lend variation to its 
energy sector. In addition, such projects could 
potentially catalyze development within Russia’s 
technology industry, independent of natural 
resource and energy orientation.

One project in particular that presents 
an opportunity for US-Russian collaboration 
is the construction of liquefied natural gas or 
liquid petroleum (LNG)  plants in Russia. 
Despite high initial investment costs, several of 
this technology’s features would greatly benefit 
Russia. LNG technology is specially designed for 
efficiency in cold weather conditions, which is 
ideal to avoid disruptions in resource extraction 
processes in Far Eastern Russian winters. In 
addition, the LNG conversion process reduces 
gas to 1/600th of its standard volume, which 
makes it ideal for high-volume, long-distance 
transportation.21  Russia has developed one LNG 
project, entitled Sakhalin-2, which has regionally 
contracted its deliveries to Japan and Korea 
over the next two to three decades.22  While the 
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project is not singularly expected to generate 
large amounts of energy output, it opens the 
door for new technology to be further developed 
and increased investment in its complexities and 
capabilities. With restricted control and revenue-
collection from Moscow, such projects could lend 
themselves to industrial, infrastructural, societal, 
and political growth of the underdeveloped Far 
East region. In addition, LNG technology is 
ideal for engaging Russia’s Far Eastern resources, 
as the expected major Asia-Pacific consumers 
of Russian LNG are already equipped with the 
proper regasification terminals to convert LNG 
to effective energy forms. While China currently 
only has one plant, South Korea has four 
and Japan has twenty-eight operational LNG 
recipient plants.23 

The United States, which has seven 
recipient plants and an LNG plant in Alaska 
already exporting LNG to Japan, is an ideal 
partner in the development of new energy 
technologies such as LNG in the Russian Far 
East. The Obama administration has already 
dedicated efforts to investing in new energy 
technologies and ensuring energy security and 
efficiency.24  While it may not be plausible to 
expect direct funding from the US government 
for Russian LNG development, potential 
investment from US corporations remains a 
legitimate possibility. In addition to providing 
foreign direct investment, the United States 
possesses knowledge of the necessary technology 
to successfully implement LNG plants in 
Russia and could offer training once plants are 
constructed. The opportunity to receive natural 
gas is one of many possible benefits to the United 
States of such an undertaking once plants become 
operational in the Far East.25 

The United States’ support of such an 
undertaking would further demonstrate its 
commitment to improving US-Russian relations 
under the Obama administration and create an 
opportunity for positive collaboration in Sino-
US relations. As China continues to grow at an 
extraordinary rate, the centers of geopolitical 
and economic power will likely shift to the East. 
The US must find a positive and cooperative 
way to remain an integral player in this new 
international community, particularly as China 
will be a likely recipient of Russian Far East 
energy resources. China has transitioned from 
its past strategy of shifting alliances between the 
USSR and the United States to an ‘independent 
foreign policy’ that promotes multipolarity 
through strong engagement in multinational 

organizations such as the United Nations.26  
The three countries, however, still maintain 
mutual interests that can be addressed as such. 
United States involvement in an Asia-Pacific 
regional energy project would foster positive 
cooperation with China and Russia, as well as 
allow all involved countries to improve their 
global image by providing a positive example 
in sustainable energy politics.27 

Facilitating and participating in the 
industrial modernization of the Russian Far 
East through energy technology would not 
only improve ties between the US, Russia 
and China, but would allow the US to assert 
further influence in the East to cater to its 
other foreign policy interests. By diverting 
some of China’s growing energy demand to 
Russia, the PRC will likely rely less heavily on 
Middle Eastern oil. If China is less reliant on 
Iranian oil, for instance, and develops a closer 
cooperative relationship with the US through 
a mutually profitable energy project, it will 
be more likely to back UN Security Council 
sanctions against Iran for its belligerent nuclear 
technology pursuit.28 

      Socio-Cultural Projects
Although the Northeast Asian region 

has huge potential for mutual cooperation, 
there still remain many disputes, territorial 
conflicts, and a general atmosphere of 
political mistrust. One of the most important 
mechanisms of ensuring political stability 
and launching new innovative projects is 
strengthening cultural ties. This cultural factor 
is becoming very important in the modern 
world. It is often criticized as a means of 
manipulation in which spreading values create 
new identities, and people are conquered 
because they lose their traditional values, beliefs 
and orientations.29  In terms of development 
and cooperation, however, the main emphasis 
lies in the mutual understanding and 
preservation of cultures between countries, not 
in their absorption into Western culture.

Therefore, improvement of relations in 
the sphere of Northeast Asian culture could 
be done through some kind of negotiating 
platform, where representatives of different 
cultures exchange their understanding of each 
other, analyze the experience of mutually 
profitable cooperation, and implement the first 
steps in facilitating mutual cooperation and 
joint development projects. 

It is not the principle of 
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multiculturalism but more the principle of 
metaculture – culture shared by different 
countries but based on the belief that all the 
nations should preserve their distinct values. 
Metaculture should be designed to counter 
mass culture through which “common” 
beliefs, damaging to national identity, are 
transmitted. Mass culture30, in contrast to this 
approach, destroys traditional values and leads 
to individualism and loss of traditional and 
national values.

It should be mentioned that Russia 
and the United States, due to their respective 
histories, have unique experiences in this 
sphere. Russia has assimilated many other 
peoples and ethnic groups, while the United 
States is a country of immigrants. Russia 
and the US are accustomed to multicultural 
cooperation, to implementing common politics 
despite the existence of various groups with 
different interests, and to making coexistence 
possible. Furthermore, there exist examples of 
cultural interaction even between Russia and 
the US.31 Consequently, both countries can 
provide different cultural projects aimed at 
resolving conflicts among the nations of the 
region and changing the general regional levels 
of interstate perception.  

At present, there are already some 
projects of this kind. There are many different 
forms of cultural exchange on the bilateral 
basis - for instance, between China and 
Russia,32 Russia and Japan,33 and so on. 
Moreover, in Russia there is a special federal 
target program in culture, where main events 
are planned.  However, all these projects are 
mostly organized on a purely bilateral basis. 
Furthermore, these projects are usually aimed 
at the demonstration of certain exhibits but 
not at enhancing the communication process 
among the nations by revealing the main values 
of other nations. The new projects we propose 
include: a youth forum for specialists that 
could promote networking between scientists 
and researchers from different countries, as 
well as metacultural cinematography and 
theaters, which would lead to a sharing of arts 
and a better understanding of distinct cultural 
attributes among Northeast Asian countries. 

The projects aimed at enhancing 
communication processes between nations 
could be implemented through young people. 
Nowadays, programs that allow youth to 
participate in conferences are usually designed 
so that young people attend preplanned events 

and interview politicians,34 but do not provide a 
forum in which to contribute and discuss their 
ideas. While young people are not yet official 
state figures, they can provide a basis for unofficial 
negotiations, initiating bargaining on subjects that 
do not have clear solutions, and introducing new 
subjects of negotiation to official state politicians.

We emphasize that cultural interaction 
means not only exhibition of different artists 
or their performances: it should be taken in 
a broader sense and in more depth. Cultural 
understanding between nations means 
coming to agreement on security issues in the 
anthropological sense. Security in the modern 
world is regarded not only from the point of 
national and state security, but also from the 
point of humanitarian and personal security, 
where personal security can be provided only 
on a mutual basis. Such efforts to elaborate on 
a common approach to understanding security 
issues already exist,35 although the problem 
requires an ongoing solution.

The development of the region is 
dependent on the activation of contacts on the 
interpersonal level, not on the intergovernmental. 
The state governments may facilitate and 
encourage people to launch the projects, but only 
entrepreneurs themselves may launch the process 
of mutual collaboration and development. Such 
cooperation could be implemented only when 
humanitarian, individual security is provided. 

Traditional forms of cultural interaction 
are, of course, very essential as well. However, 
the specialty of such cultural projects is their 
orientation not to exhibit and show cultural 
singularity and pieces of art, but rather to disclose 
cultural values and specific anthropological traits 
of the nation. An example of such a project is the 
Novyi Theatre, led by Russian stage-managers, 
which has different companies in Seattle (USA), 
Tokyo (Japan) and also throughout Russia. 
This theater uses the Stanislavsky System to 
introduce the inner problems of personality that 
every culture has to multinational audiences, 
thus “enhancing the understanding of the 
human experience” among different nations.36  
These cultural events lead to an introduction 
to common anthropological experiences and 
also give opportunities to reveal the unique 
psychological and cultural traits of other nations. 
These projects become important for establishing 
a larger atmosphere of political trust and easing 
further collaboration in other spheres. Such 
forms of cultural interactions on the whole would 
lead to the creation of a new type of identity for 
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the countries of the Northeast Asia and further 
simplify cooperation in other realms.

 Conclusion
The Russian Far East presents a 

lucrativeopportunity for collaboration in many 
spheres. With the trend of rising economic 
power in Northeast Asia, both Russia and the 
United States have vested interests in maintaining 
influence in the region. Russia possesses great 
reserves of natural resources in its underdeveloped 
Far Eastern region, which,coupled with the 
United States’ innovative energy technologies, 
could produce industrial and societal 
development, but also a strengthenedpartnership 
with the region’s neighboringcountries which 
continue to seek new and reliable energy sources 
to meet their rising energy demands. Liquefied 
petroleum plants are one example of joint 
technologies that could greatly benefit both 
nations. 

At the core of Russia’s Far Eastern 
development and development in the Northeast 
Asia, however, is a rudimentary focus on both 
its own culture and also cultural exchange with 
its neighboring nations and bilateral partners. A 
basic understanding of different value systems 
and societal tendencies will bring about a much 
greater chance of willing collaboration in the 
development of this region. The potential of 
Russia’s Far East remains both great and relatively 
unexplored – a turn east by both Moscow and 
Washington will undoubtedly prepare them for 
the inevitable changes within the international 
system over the next coming decades.
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Russia and the United States: Media 
and Foreign Relations

The end of Cold War heralded a new 
era of relations between the United States 
and the Soviet Union—or at least this was 
the optimistic expectation of Americans and 
Russians alike. During the early years of the 
Bush era, the tentative atmosphere of trust and 
cooperation between Presidents Bush and Putin 
was reminiscent of the famously warm relations 
between Reagan and Gorbachev in the late 80’s 
that contributed to reciprocated unilateral steps 
towards disarmament and the de-escalation of 
cold war tensions. However, the past decade 
has seen a steady decline in relations, especially 
in the wake of the war in Georgia in August 
of 2008. There are still many lasting effects 
of the cold war, including the framework of 
deterrence that reinforces the mutual suspicion 
of military intentions, based on fundamental 
assumptions fueled by ingrained mindsets. The 
residual Cold War attitudes and perceptions are 
an important aspect of US-Russian relations, 
and we have chosen to examine the media’s role 
in developing and maintaining these attitudes. 
The goal of this paper is to gauge the way each 
country’s media portrays the other, to explore 
stereotypes, general attitudes and perceptions 
Russians and Americans have of each-other, and 
to suggest ways in which any biases in media 
reporting can be diminished.

For our newspaper assessment, we 
decided to evaluate a sample of several of the 
most prominent newspapers in Russia and the 
United States. Our selection was made with 
the goal of finding publications representing 
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different viewpoints with the widest circulation. 
The American newspapers we chose were the 
New York Times and the Wall Street Journal, and 
the Russian papers we chose were Izvestia and 
Nezavisimaya Gazeta. 

From American newspapers, we analyzed 
all articles relating to Russia, from January 1, 
2010 until January 31, 2010; likewise, the two 
Russian newspapers were analyzed for content 
relating to the United States during the same 
period. We focused on characterizations of 
government and people, tone, assumptions, 
use of emotional language, clear signs of bias, 
use of photos, use of quotes and hard facts, and 
unwarranted criticism of either country. After 
summarizing our research, we shall discuss overall 
trends in coverage, which we concluded from our 
analysis. In addition, we will also discuss possible 
implications of such coverage on the foreign 
relations between two countries, and finally give 
our suggestions for improvement of the current 
situation.

        The New York Times
The New York Times focused extensively 

on Russia, publishing over thirty articles relating 
to Russian finances, economy, politics, and 
international relations. Articles varied in length, 
most common were one page “from Europe” news 
stories and “Opinions” published by journalists. 
Use of photographs was generally very limited, 
as only two out of thirty-one articles included a 
photograph.12   In both cases, the photos could be 
described as neutral; they do not picture anything 
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that viewers would find disturbing or alarming. 
One interesting aspect of the New York Times 
is that Russian journalists working for the New 
York Times wrote some pieces in the “Opinions” 
section.3 

In the New York Times publications, 
there is a sharp contrast between the “News” 
and “Opinions” sections. The “News” section 
was largely neutral in tone. In the “News” 
section, the business articles can be classified 
as objective: there was no clear sign of bias 
and the articles usually had some financial and 
historical background. There was a balance 
between positive stories, such as “Ruble Jumps 
as Russia Returns From Holidays,”4 and 
negative coverage, with stories such as “Russian 
Oligarch’s Long Road to a Hong Kong I.P.O.”5  
Aside from business news, the “News” section 
often mentioned Russia in the context of the 
international arena: “Russia: Ukraine To Get 
Ambassador”,6 “Russia And Belarus Sign Oil 
Supply Agreement”,7 “Russia Ends Opposition to 
Rights Court”,8 “Poland to Deploy US Missiles 
Near Russia”,9 “Russia-Belarus Oil Dispute 
Threatens Europe’s Supply”10 and etc. Out of all 
the “News” section articles, four articles clearly 
stated negative information about Russia.11-14 The 
rest of the “News” articles did not contain strong 
criticism, but were neutral in tone and some even 
praised current changes in Russia: “Russia Ends 
Opposition to Rights Court.”15 

The “Opinion” articles, however, pose 
a sharp contrast to the “News” section of the 
New York Times. Out of 31 articles, there were 
six “Opinion” pieces, written both by American 
and Russian journalists.16-20 Out of the six, four 
articles were very critical, if not mocking, Russia 
as a country. Some texts, such as “A Time and a 
Place for Russia” by Mikhail B. Khodorkovsky 
uses very negative language, hinting directly at 
stereotypes: “Today, for all practical purposes, we 
do not have a real parliament, an independent 
judiciary, freedom of speech or an effective civil 
society”, “Russia risks further degenerating into 
a classic third-world-style, raw materials-based 
economy, where corruption is the norm rather 
than the exception and there is no working 
system of democratic and social institutions.”21  
Similarly, American journalists clearly criticized 
Russia in their “Opinion” pieces; for example, 
William Courtney in “Kazakhstan and the 
O.S.C.E.” writes: “Unlike Russia, Kazakhstan 
nurtured good relations with all its neighbors”22 
, implying Russia’s failure at keeping good 
relations with their neighbors. Furthermore, 

other opinion texts, although seemingly neutral 
in tone, delivered historical information that 
underlined the negative aspects of Russia’s past, 
rather than the positive ones.23  

It can be inferred from the analysis that 
the New York Times, during the one-month 
coverage of Russia, managed to deliver news 
articles that were neutral in tone, usually 
backed by solid arguments and historical 
information. There was no clear sign of bias 
or unwarranted criticism in the “News” 
section. However, the “Opinion” section was 
not as neutral as the “News” section; in fact, 
some statements vividly criticized Russian 
government, and one article managed to 
forecast and underline poverty and corruption 
as one of the biggest characteristics of the 
region. The language use in “Opinions” 
was much stronger and emotional, whereas 
business and general international articles 
delivered some unfortunate news, but not 
in a very critical manner. One important 
characteristic of this coverage, however, needs 
to be underlined: regardless of the neutral 
tone of the “News” articles, the overwhelming 
majority of the articles delivered unfavorable 
news, mentioning economic decline, poverty, 
unfavorable historical background, or disputes 
with neighboring countries. 

     The Wall Street Journal
Similar to the New York Times, The 

Wall Street Journal exhibited a sharp contrast 
between “News” and “Opinion” sections. The 
“News” section included business, world and 
cultural news. Unlike the New York Times, the 
Wall Street Journal made use of many pictures 
alongside of the articles. Nearly all pictures 
were neutral; only one can be classified as 
“negative”, depicting a polluting factory in an 
article discussing environmental issue.24  

As a newspaper that devotes particular 
attention to business and the economy, many 
of The Wall Street Journal’s articles dealt with 
Russia’s economic climate. One particularly 
memorable quote, “the Russian economy is as 
much a riddle, wrapped in a mystery, inside an 
enigma as Winston Churchill found its foreign 
policy to be in the days of Joseph Stalin,” 
quite clearly reflects the long fetch of history 
and its lasting influence on modern affairs.25  
Investments in Russia are repeatedly portrayed 
as a “gamble,” and Russia is portrayed as a 
“demanding” rather than collaborative business 
partner in international economic relations.26  
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Similarly, in “Conflict Eases for BP’s Russia 
Venture”, Gregory L. White indicates the 
strong-arm Russian tactics: “BP PLC’s Russian 
venture was wracked by bitter conflict.”27  
Topics such as “Tensions Flare in Russia-
Belarus Pipeline Talks”28 and “Deripaska Claws 
Back Soyuz Bank”29 further this stereotype. 
Comparisons are made between Russian 
business figures and the American leader of 
an enormous Ponzi scheme, Bernie Madoff, 
with corrupt links frequently drawn between 
business and government. 

The Wall Street Journal also used a 
rather neutral tone when delivering “business” 
and “world” news, although the paper had a 
tendency to be more often critical of Russia 
than the New York Times. Altogether, in 
many cases, positive articles balanced clearly 
negative articles. Two articles, “Kremlin Ends 
Freeze With Kiev, in Relief Over Election”30  
and “Conflict Eases for BP’s Russia Venture”, 
are prime examples of this underlining a 
positive result within the context of a negative 
background.31 However, the opinion pieces 
clearly presumed that Russia was a negative 
influence in the region and an intrusive and 
unwelcome neighbor. One article describes 
Russia using the words “empire,” and laments 
the “deadening hand of Putinism.”32  

       Izvestia
In January, the United States was 

mentioned 98 times in ‘Izvestia’ newspaper 
in different sections: “Financial Life”, “Social 
Life”, “Politics”, “Science” and “Culture.” 
The majority of the articles described local 
events and news, with the tone of these articles 
generally being neutral. Sarcasm and irony 
were frequently used. 

President Obama was one of the most 
frequent subjects, mentioned in 23 articles. 
Particular attention was given to the President 
in January, as it was the one-year anniversary 
of his assumption of his role as the leader of 
the United States. The tone of the articles 
evaluating Obama was generally critical: in the 
authors’ opinions, Obama failed to uphold his 
campaign promises. The article entitled “When 
Obama Mania Doesn’t Work”33  criticizes 
Obama for accepting the Nobel Peace Prize. It 
also questions the efficacy of his actions against 
terrorism, his readiness to engage in a dialogue 
with Moscow, and his attempts to “reset” 
relations with Russia that have thus far met 
with limited success.

The economic situation in the United 
States was another widely discussed topic, 
mentioned 30 times during the month. Russian 
economists and journalists analyzed and discussed 
the United States economic system in the articles. 
There were articles about Apple and its growing 
share in the Russian market, about McDonald’s 
and the fast food industry, and about Microsoft. 
Five articles were devoted to America’s aid to 
Haiti victims in the wake of its destructive 
earthquakes. The character of these articles was 
positive and highlighted the efficient actions 
taken by American rescuers.

Fifteen articles discussed the issue of 
missile defense and contained criticism of 
America’s desire to take control of Russia’s 
weapons and reluctance to discuss the issue 
in a way that will satisfy both Russia and the 
United States.34  Russian journalists have serious 
questions over the aims of the new United States 
missile defense plans for Europe, and add that 
Russian officials are irked at the involvement 
of the former Communist states Bulgaria 
and Romania in the Obama administration’s 
replacement plan. The journalists believe that 
Moscow could revive plans to base missiles in its 
western Kaliningrad enclave, located on NATO’s 
doorstep, if the threat warranted such a move.

The majority of the articles portray the 
social life in America in a very negative manner. 
Some authors tried to present Americans as being 
very narrow-minded and having naïve thoughts 
about the world. An article titled “The closing 
of America” makes particularly harsh criticisms 
about the United States and its citizens.35 The 
author claims that the Americans are reluctant 
to accept any criticism, but they are always eager 
to discuss Russian politics and history. He also 
believes that all the Americans think that they 
belong to the best nation, and they (Americans) 
perceive the rest of the world as their pets – the 
Americans are ready to help, but only if they get 
boundless devotion and obedience. The following 
quote criticizes Americans for being quick to 
discuss Russian’s mistakes but equally quick to 
forget their own: “Americans can endlessly discuss 
Russian history, its politics, and its mistakes. But 
when the subject turns to America, it is innocent 
of any wrongdoing. It should be praised and 
envied!”36  The general education of Americans 
is also questioned, implying that many don’t 
even know the difference between Iraq and Iran: 
“Americans opinions of themselves are too high. 
They don’t even know how to write it properly – 
Iraq or Iran.”37   
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The majority of articles in Izvestia were 
neutral, but many had a slightly negative attitude 
towards the US. Frequently, Russian journalists 
expressed puzzlement at the actions of America’s 
leaders, raising questions and issues without 
giving any particular clues to solving problems. 
However, several articles were hopeful about the 
potential to improve US-Russian relations, with 
journalists enthusiastic about new horizons.

 Nezavisimaya Gazeta
In January 2010, the United States was 

mentioned 46 times in Nezavisimaya Gazeta, 
with articles in sections entitled “Financial Life”, 
“Social Life”, “Politics”, “Science” and “Culture.” 
Nezavisimaya Gazeta is somewhat restrained in 
its reporting, not exhibiting the overly-sharp 
criticism of the White House seen in other news 
sources. By and large, reporters do not give 
personal assessment of events, instead opting 
to relate only facts. When it comes to criticism, 
the correspondents always cite the opinions 
of experts, political scientists, politicians, 
scientists, and writers. This is a huge advantage 
of the newspaper, because supplies its audience 
with food for thought, without giving an 
unambiguous assessment of a particular event or 
making untimely and hasty conclusions. Sarcasm 
and irony are again frequently used. 

However, in some articles, the US is seen 
as a potential and probable enemy, although this 
is done in a subtle and very discreet manner. 
Russia considers United States involvement 
in Poland, Ukraine, Georgia, and the Czech 
Republic to be threatening, and the United States 
considers Russian involvement in Transnistria to 
be aggressive and threatening to its own interest.38  
In recent years, the lion’s share of Russian 
criticism of the United States was directed at 
Washington’s decision to deploy missile defenses 
in Europe. “The current US government de 
facto takes into account the objections of Russia 
against the deployment of strategic missile 
defense, but does not intend to sign a new ABM 
Treaty. Unilateral US actions are unacceptable.”39  
Nezavisimaya Gazeta also frequently criticizes the 
US presence in the Middle East. 

Additionally, there are articles that reflect 
not only a criticism of the American system and 
American political reality, but also address the 
causes of problems and propose solutions. Thus, 
despite the large volume of criticism of the US, 
Nezavisimaya Gazeta remains very loyal and 
tolerant to the USA. The aggregate image of the 
United States formed by Nezavisimaya Gazeta is 

not wholly negative; in many respects the US 
is seen as an ally and partner. Regarding Barack 
Obama, Nezavisimaya Gazeta gives him a great 
hope in the normalization of relations between 
Russia and the United States, and considers 
him a high-performance and charismatic 
politician, diplomat, and leader. 

Additionally, the Nezavisimaya Gazeta 
newspaper has a section devoted to the Western 
media. In this section the newspaper reflects 
the views of some Western media on Russia. 
In most cases, it provides articles that feature 
sharp criticism of Russia’s government.40  Also, 
like The New York Times, several articles were 
written by foreign journalists. Paul Krugman, 
a well-respected American who is a Nobel 
laureate in economics, the author and editor 
of 20 monographs and over 200 articles in 
trade journals and scientific periodicals, and a 
professor of economics and international affairs 
at Princeton University, has his own column in 
Nezavisimaya Gazeta.41  

 
                  Conclusions
As a whole, the newspaper coverage we 

examined was not entirely negative; however, 
a substantial portion of reporting from both 
countries was highly critical, and negative 
articles were disproportionately represented. 
In the context of the Obama administration’s 
goal to “restart” relations and in the wake of 
the recently completed negotiations for the 
START successor agreement, we assert that it 
would be both appropriate and productive to 
make a conscious effort to promote balanced 
reporting in both newspapers and the press in 
general. How can this goal be achieved? Below, 
we illustrate several general goals and principles 
that we believe should guide decisions and 
thinking regarding the media in order to 
develop new policies, and give support for our 
conclusions.

One study examining perceptions and 
media consumption in Russia indicates that 
students who spent time studying abroad in 
the United States or knew people who had 
were exposed to more information about the 
United States, and tended to have a more 
favorable view of the United States.42  The 
study also found that access to diverse sources 
of information played a key role in evaluations 
of the United States. Those individuals that 
were bilingual and/or had traveled to the 
United States were more likely to regularly 
access a more diverse range of news sources 
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and to use the Internet to obtain news. The 
study also found that the Internet was a key 
facilitator in accessing these news sources, 
with Russian Internet users generally having a 
higher opinion of the United States. Relating 
this information back to our project, the 
fundamental outcome of this study is that 
having access to a wider range of sources 
is positively correlated with a favorable 
perception of the United States.

Likewise, polling data suggests that 
many Americans are only minimally exposed 
to information about Russia. In 2007, a poll 
by the Pew Research Center showed that only 
36 percent of Americans could correctly name 
the president of the Russian Federation.43  
Additionally, as we have seen, when Americans 
do consume news about Russia, there is a large 
volume of negative coverage.

In order to encourage a greater 
exchange of information, we suggest a news 
or information source based on the model of 
Global Voices, a project that aims to increase 
the accessibility of information on countries 
whose news is under-represented in media. 
Such a source could gather news from varied 
sources, including both Russian and American 
media. Attention should also be drawn to less 
controversial topics that broaden the depth 
of the conversation beyond those issues that 
tend to be reported on negatively, creating a 
positive incentive and interest to learn more 
about the other country. Similarly, Russia has 
a large number of online bloggers, with sites 
like LiveJournal being very popular. There is 
a large potential for projects that could utilize 
this popularity, especially if bilingual Russian 
bloggers could be encouraged to write in 
English. This could help to create a foundation 
for interaction between Russian and American 
youth, developing mutual interest and 
understanding between the two nations.

Academic exchanges in general should 
be further encouraged and developed. Both 
formal groups with specific agendas, such 
as SURF, and informal platforms for the 
exchange of information, such as a blog for 
discussion, should be encouraged. The process 
of collaborating on a project or engaging 
in discussion encourages genuine and deep 
consideration of opposing viewpoints, and 
also fosters constructive debates. Getting both 
Americans and Russians to think critically 
about issues is an important requisite to 
producing mutually satisfactory solutions 

facing our nations. 
In a similar vein, support for journalism 

exchange programs should be bolstered, both for 
professional journalists and students. Exchange 
programs will allow journalists to confront 
stereotypes and offer balanced opinions, and the 
programs should be oriented towards these goals. 
Focusing on journalistic objectivity in academic 
coursework would also be helpful, with a working 
example being the Journalism and Media Training 
program of the Open Society Institute. This will 
help to curb assimilation bias among journalists, a 
group key in its ability to reach large numbers of 
people. 

The authors of this article acknowledge 
that it does have several shortcomings. First, the 
small sample of newspapers may not be wholly 
representative of news coverage in both countries. 
It also does not attempt to comprehensively 
analyze the relationship between consumed 
media and attitudes. Additionally, the solutions 
offered by the authors are predicated on the 
assumption that the reasons for negative media 
portrayal are residual adversarial tensions from 
the cold war and/or a fundamental and mutual 
misunderstanding of each other, and this paper 
does not seek to address other causes of media 
bias. We must also acknowledge that negative 
reporting by the media is not always a result 
of bias and that access to dissenting points of 
view is an important hallmark of a healthy and 
liberal democracy. However, we must repeat our 
assertion that this can still be done in a balanced 
manner.

Future research may include a broader 
range of media sources and a more thorough 
and systematic content analysis. Additionally, 
exploring the causes of media biases would be 
an informative project that may lead to other 
valuable insights. Another interesting study could 
compare Russian and American coverage of 
individual events.

In conclusion, we must emphasize the 
power of the media and its ability to reach large 
numbers of people. Taking steps to ensure that 
it is as unbiased and balanced as possible is a 
worthwhile goal, and one that should be kept 
in mind not only in policymaking, but also by 
those consuming news. The Cold War is over, 
and in the context of hope and cooperation, these 
lingering remnants of a bygone era are becoming 
increasingly anachronistic. 
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