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Preface

hroughout the Cold War, the Soviet Union played a ne-

farious role in the Middle East, supporting radical states
and terrorist groups with arms, money, and diplomatic back-
ing. After a brief period of U.S.—Russian cooperation,
symbolized by their co-sponsorship of the Madrid peace con-
ference, Moscow seems once again to have returned to an
adversarial posture in this volatile region, with special em-
phasis on gaining influence in the northern Gulf.

On no issue are Russian policy and actions more threat-
ening to regional stablility than the proliferation of dangerous
technologies—especially missile and nuclear technology to
Iran. Despite the signing of several agreements, as well as nu-
merous téte-a-téte encounters between American and Russian
leaders, Russian proliferation continues unabated. Among the
many aspects of a highly complex U.S.-Russian relationship,
policymakers and analysts have been confounded as to why
this problem persists, what motivates the Russians to prolifer-
ate technologies that could come back to haunt them, and
how the United States can secure more effective Russian
cooperation.

In this Policy Paper, Russian foreign policy expert Eugene
Rumer unravels these enigmatic questions. A native of Mos-
cow, he has worked for two decades on understanding the
mechanics and dynamics of Soviet and Russian foreign policy
at the Pentagon’s National Defense University, on the Clin-
ton administration’s National Security Council and State
Department Policy Planning Staff, and in the RAND
Corporations’s field office in the Russian capital.

Based on in-depth interviews in Russia, careful research
in Russian-language sources, and an extended visiting fellow-
ship at The Washington Institute, Dr. Rumer concludes that

ix



Moscow’s Middle East policy is chaotic and adrift in contra-
dictions. Moscow’s pursuit of good relations with Israel and
Iraq simultaneously illustrate the absence of a clear sense of
strategic interests and priorities. But to the extent that Russia
does have a vision in the region, it is one that sees Iran as a
reliable strategic partner, on issues ranging from curbing U.S.
influence in the energy-rich Caspian basin to opposing Is-
lamic militants in Afghanistan and Chechnya.

Dr. Rumer’s conclusion is sobering: the combination of
corporate greed, lack of bureaucratic restraint, and relaxed
Russian views on proliferation means that Moscow is unlikely
to be a reliable partner in the fight against proliferation. Al-
though this does not mean the United States should give up
on efforts to shut down the Russian supply of dangerous tech-
nologies, Dr. Rumer urges that Washington not wait for
Moscow’s cooperation to find new ways to reduce demand,
in other words, to convince, cajole, and even coerce the Ira-
nians and other buyers to stop their own weapons programs.

New thinking about ways to stem proliferation on both
the demand and supply sides needs to be at the top of the
national security agenda for the next president of the United
States. We are proud to present this Policy Paper to promote
this important policy discussion.

Michael Stein Fred S. Lafer
Chairman President



Executive Summary

With the dissolution of the Soviet Union and the end of
the Cold War, Russian superpower presence in the
Middle East faded, and since 1991, a vision of Russian na-
tional interest in the region has been missing. Pushed by a
succession of narrow domestic corporate and bureaucratic
interests, as well as by various Middle Eastern interests in
Russia, Moscow has been drifting along in the Middle East
rather than pursuing a strategy with a purpose. Its most ac-
tive relationships in the region—with Israel and Iran—are to
a large degree the result of, respectively, Israeli and Iranian
interests in Russia, rather than Russia’s strategic interest in
them. In other words, the various policies it has pursued or
had thrust upon it have sent mixed signals to the region con-
cerning the degree of Russia’s interest in the Middle East.
Generally speaking, Russian interest is lacking. This is
evident in both the nature of Russian strategic debate and
the anemic bilateral relationships between Russia and key
Middle Eastern countries—Saudi Arabia, Syria, and Egypt.
Throughout the 1990s, Russian debates about foreign policy
reflected little interest in the Middle East, focusing primarily
on Moscow’s interests in and relations with Europe and the
United States. With the exception of weapons-related trade
and the notable case of Russian nuclear cooperation with Iran,
the region has been of little commercial interest to Russia.
Russia’s posture in the Middle East is a product of a new
policy-making environment in Moscow that emerged from
the economic and political reforms of the early years of Presi-
dent Boris Yeltsin’s administration. The rise of powerful
corporate and bureaucratic clans in the early 1990s left Rus-
sian domestic and foreign policy at their mercy. The young
Russian state proved unable to control these powerful indus-
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trial, regional, and bureaucratic lobbies, which left them free
to pursue their interests without regard for the public good
or the national interest. As a result, Russia has experienced
the rise of multiple foreign policies—in the Middle East and
elsewhere—pursued virtually independently by corporate gi-
ants like Gazprom, bureaucratic entities like the Ministry of
Atomic Energy (MINATOM), and others with a stake in a
particular part of the world. Thus, Gazprom could pursue
projects in Iran without regard for U.S.~Russian relations,
while MINATOM could offer its wares to Tehran, equally with-
out regard for the effect its actions might have on Russian
security, relations with Washington, or global proliferation
trends.

- Throughout the 1990s, if no powerful clan took an inter-
est in a particular part of the Middle East, Russia’s posture
there remained indifferent. In the rare instances in which
active relationships developed, they resulted from a particu-
lar country’s interest in Russia. For example, Israel, with the
largest Russophone diaspora outside the former Soviet Union,
has actively—and successfully—pursued good relations with
Russia. Iraq, looking for Russian support in opposition to
United Nations {UN) sanctions, has also courted Russia and
Russian private interests with determination and success.
Russia’s good relations with Israel and Iraq simultaneously
are indicative of an indiscriminate, shortsighted quality of
Russian policy in the Middle East, which in turn suggests the
lack of a clear sense of strategic interests and priorities.

Iran is another country in the Middle East with which
Russia enjoyed good relations throughout most of the 1990s.
This relationship is the result of Russia’s clan interests, geo-
politics, and, again, a short-sighted approach to foreign policy.
Russian~Iranian nuclear cooperation is a product of
MINATOM’s virtually unrestrained pursuit of its corporate
and bureaucratic—or clan—interests. Russia’s relaxed atti-
tude toward Iran’s pursuit of weapons of mass destruction
(WMD) and ballistic missile capabilities stems from Moscow’s
peculiar perspective on proliferation in general and on Iran
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in particular: Against the background of the upheavals of the
1980s and 1990s, Iran’s proliferation ambitions are not a top
concern on Russia’s national security agenda. Besides, from
Moscow’s point of view, Iran proved a reliable, nonthreaten-
ing partner. Tehran and Moscow have found themselves on
the same side of the geopolitical fault lines in Central Asia
and the Caucasus—opposing the Taliban in Afghanistan and
seeking to curb U.S. influence in the Caspian. Tehran, more-
over, has not criticized Moscow’s policy in Chechnya.
Russian—Iranian relations owe much to a coincidence of the
two countries’ interests, rather than to a deliberate Russian
strategy in the Middle East.

In the absence of strategic or commercial interests in the
Middle East, Russia is likely to remain a marginal player in
the region’s affairs for the foreseeable future. Such a forecast
rests primarily on this author’s assessment of Russia’s inter-
nal decline and the dim prospects of its reversal. The country’s
fragile economy, impoverished and declining population, and
shrinking military—whose power projection capabilities have
been severely tested by the war in Chechnya——all suggest that
Moscow is not coming back to the Middle East for at least a
decade.

Yet, Moscow’s disappearance from Middle Eastern poli-
tics does not mean that Russia will not influence the region’s
affairs. The area where it is likely to have the most impact is
missile and nuclear proliferation. The unfortunate combina-
tion of corporate greed, lack of bureaucratic restraint, and
" relaxed Russian views on proliferation means that Russia is
in no position to be a reliable partner in the fight against
proliferation, let alone to offer a solution to the problem.
The United States has few if any levers with which it could
‘affect Russian behavior in this sphere. Sanctions, for example,
have not worked. Incentives may have a better chance of en-
couraging responsible Russian behavior. In the end, however,
U.S. policymakers must realize that the solution to the prob-
lem does not lie in Russia; it must be found elsewhere.
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Chapter 1
Introduction

or nearly half a century after the end of World War II, the

Soviet Union was a major power in the Middle East. As
the old colonial powers retreated and the Cold War intensi-
fied, Moscow proceeded to acquire a network of client-states
dependent on its weapons deliveries and economic largesse.
Soviet muscle-flexing during the Arab-Israeli wars of 1967
and 1973, as well as naval deployments to the region and ag-
gressive rhetoric, sent a clear signal to the United States and
the rest of the world that Moscow had finally become a super-
power second to none. Egypt’s defection to the U.S. camp
and the beginning of the U.S.-sponsored Arab-Israeli peace
process, which culminated in the Camp David accords in 1979,
hurt Moscow, but the Soviet Union remained a major player
in the Middle East with Syria, Iraq, and the Palestine Libera-
tion Organization (PLO) squarely among its allies in the
region.

By the early 1990s, however, the end of the Cold War and
the dissolution of the Soviet Union produced a radically dif-
ferent environment in the Middle East. Russia now plays only
a minor role in the Middle East peace process. Its network of
clients has vanished. Its naval presence in the region is prac-
tically nonexistent.

Nevertheless, memories of Moscow’s activism in the
Middle East are still fresh. Russia’s geographic proximity to
the region makes it difficult for students of Russian foreign
policy to accept as a permanent phenomenon its diminished
role in, or even disappearance from, Middle Eastern politics.
The difficulty of understanding Russia’s marginal role in the
Middle East stems also from the fact that Russia has occasion-
ally hinted at its desire to come back as a player in the region.

1



2 * Eugene B. Rumer

Such developments as long-time Arabist Yevgeniy Primakov’s
appointment as Russian foreign minister in 1996, U.S.-Rus-
sian disagreements over Iraq, and Russia’s good relations with
Iran have at times been interpreted as signs of Moscow’s re-
newed ambition in the Middle East and its willingness to
challenge U.S. supremacy in the region.

Speculations about Russia’s renewed ambition in the re-
gion have been particularly reinforced by Moscow’s expanding
web of economic and military ties with Iran. Most credible
analysts in the United States and even Russia acknowledge
that Russian cooperation with Iran has included assistance to
its nuclear and ballistic missile programs. Russian coopera-
tion with Iran on weapons of mass destruction has been
interpreted by some analysts as a sign of Russian ambitions to
undermine U.S. military superiority in the region. This as-
pect of Russian behavior, and the fact that the United States
has been at the forefront of a vigorous international cam-
paign to prevent Iran from acquiring nuclear and ballistic
missile capabilities, has triggered speculations that Russia is
intent on rebuilding its position in the Middle East.

Russia’s relationship with Iran has been a particularly puz-
zling aspect of its policy in the Middle East. Why is Russia
aiding Iran’s ballistic missile and weapons of mass destruc-
tion (WMD) programs, if these programs will likely endanger
Russian security in the future? Considering Russia’s proxim-
ity to Iran, its policy defies all logical explanations.
Furthermore, since the early 1990s—a time when Russia was
badlyin need of U.S. support and economic assistance—Rus-
sian—Iranian cooperation has been a major sticking point in
U.S.-Russian relations. Given Russia’s precarious condition
throughout much of the 1990s, antagonizing Washington by
having good relations with Tehran made little practical sense.

The key to understanding Russian conduct in the Middle
East lies first and foremost in Russia’s weakness, chaotic
policymaking, and lack of a coherent foreign policy strategy.
These quintessential features of contemporary Russian inter-
national behavior are reinforced by a peculiar combination
of geopolitical and historical factors that have shaped Rus-
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sian perceptions of Iran, the Persian Gulf, and the Levant.
This argument is developed in the following chapters, which
discuss, in succession, the role of the Middle East in the Rus-
sian strategic debates of the 1990s; the political context of
Russian policymaking; the role of corporate interests; Russia’s
relationships with a select group of Middle Eastern nations;
Russian-Iranian relations; and Russia’s domestic decline. In
addition to conclusions about the prospects for Russian policy
in the region, this study offers implications for U.S. policy
toward Russia and in the Middle East.

Searching for the rationale behind Russian policy in the
region in general and toward Iran in particular is hardly a
matter of purely academic interest. In a number of signifi-
cant ways, Moscow’s behavior affects U.S. policy toward Russia
as well as toward Iran, and potentially toward the entire Middle
East. Russian—Iranian collaboration on WMD and ballistic
missiles could have major implications for U.S. arms control
and nonproliferation policies and for its national and the-
ater missile defense postures. The U.S. response to Russian
behavior will have far-reaching consequences in all these ar-
eas, as well as in U.S.—Russian bilateral relations.






Chapter 2
The Middle East in
Russia’s Strategic Debate

Russian policy toward the Middle East in general and Iran
in particular has been the subject of considerable inter-
est in U.S., European, and Middle Eastern policy and
academic communities.! Third parties have long played a
prominent role in Middle Eastern affairs, as evidenced most
recently by the dominant role the United States assumed in
the region after the Persian Gulf War and after the Soviet
Union’s retreat at the end of the Cold War. For that reason,
the question of Soviet (and then Russian) Middle Eastern
policy has generally been considered in the broad context of
U.S.—Soviet and U.S.-Russian relations.

The Cold War: Soviet Policy toward the Middle East

For a long time, Moscow’s approach to the Middle East was
fully justifiable because of the region’s position in Soviet for-
eign and military policy. The Soviet Union, although a major
player in the Middle East, was interested in the region prima-
rily in the context of superpower competition with the United
States. With the disappearance of U.S.-Soviet competition at
the end of the Cold War, however, Russia had to define its
interests in terms of the Middle East itself, rather than in terms
of what U.S. interests were. Russia’s strategic inheritance from
the Soviet Union hardly amounted to a solid foundation on
which to build a new approach to the region. Even during
the heyday of the Soviet empire, Moscow lacked a vigorous
strategy in the Gulf. Moreover, it lacked a sizable power-pro-
jection capability beyond the continental theaters of military
operations that were so critical to the defense of the Soviet

5



6 * Eugene B. Rumer

heartland.? The Soviet naval posture was driven primarily by
the requirements of a large continental war in Europe and
protection of its ballistic missile submarine fleets in their home
bases in the Barents Sea and in the Sea of Okhotsk.?

Despite the risk of digressing into a discussion of whether
geography is destiny, one must mention the role that geogra-
phy has played in shaping U.S. and Russian views on Iran and
the Gulf during and since the Cold War. The military and
strategic issues at the heart of the U.S. relationship with Iran
primarily concern access to and security in the Persian Gulf.
The issue at stake, in other words, is maritime.* U.S. preoc-
cupation with continental concerns—Iran’s northern
borderlands along the Caucasus, the Caspian Sea, and Cen-
tral Asia—is a very recent and, some have argued, very
marginal aspect of U.S. policy, especially when compared to
U.S. interests in the Persian Gulf.’

By contrast, Russia’s primary interest in Iran has involved
the latter’s proximity to the Caucasus and Central Asia re-
gion, not its position in the Persian Gulf; in other words,
Moscow’s approach is and has always been continental. Iran’s
position in the Gulf emerged as a factor in Moscow’s calcula-
tions—not in the context of its policy toward Tehran per se,
but rather in the context of the Cold War standoff between
the Soviet Union and the United States.® In this setting, Iran
was an important country during the Cold War, but not so
much in its own right. Rather, its importance was an exten-
sion of Moscow’s global competition with Washington.

In the late 1980s and early 1990s, most observers viewed
Moscow’s abandonment of its longstanding antagonistic po-
sition in Middle Eastern affairs as an integral part of Soviet
premier Mikhail Gorbachev’s policy of perestroika (rebuilding)
and the so-called “new thinking” in foreign policy.” Many
analysts perceived these moves largely to be a subset of broader
East-West normalization.

Considering the prominence of the Middle East in the
superpower confrontation, it was only logical to look for signs
of a thaw in Moscow’s attitudes toward the region and to in-
terpret them in the context of improving U.S.-Soviet relations.
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These changes provided the backdrop for the reestablishment
of Soviet-Israeli relations, beginning with consular ties in 1990
and the shift in Moscow’s position on the Middle East peace
process. Of course, the most dramatic reversal of Soviet be-
havior occurred in 1990, when Moscow chose not to intervene
on the side of its client-state Iraq during the Gulf War as it
had done in the 1967 and 1973 Middle East crises.

Although these were major changes in Soviet and Rus-
sian behavior, throughout all these developments, Moscow
had not so much developed a new approach to the Middle
East—doing so would have required a new formulation of its
interests there—as merely abandoned its old approach to the
region.

Global competition with the United States had for de-
cades served as the chief determinant in the Soviet Union’s
approach to the Gulf and the Levant. With that competition
gone, Moscow was left without a vision of its interest in or
strategy toward the region. The series of steps undertaken in
the late 1980s and early 1990s—normalization of relations
with Israel, participation in the Middle East peace process,
and support for the allies in the Gulf War—were merely in-
tended to correct or reverse the failed policies of the previous
decades in the Middle East. None answered the questions of
“What is next for Russia in the Gulf and in the Levant? What
are Russia’s interests there?” No action by the Russians re-
flected a proactive, forward-oriented vision of Russian
interests; they merely undid the errors of the past. For ex-
ample, Russian policymakers had neither the historical nor
the ideological foundation to determine the nature of Rus-
sian interests in Kuwait. If Iraq was no longer Moscow’s
client-state and Washington was not Moscow’s archenemy,
what was Russia’s interest in Kuwait?

Russia’s Foreign Policy Priorities after the Cold War

The breakup of the Soviet Union was swift and sudden and
left Russia’s foreign policy elite little time for deliberations
about the country’s place in the world and its interests abroad,
“near” and “far.” Out of sheer necessity and dictated by dire
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financial circumstances and geography, Russia’s foreign policy
agenda following the Soviet breakup reflected a continuing
preoccupation with two sets of relationships: with Europe and
the United States and with the newly independent states
around its periphery.

Russian foreign policy at that time was motivated by two
key requirements: settling the legacy of the Soviet Union within
former Soviet borders and securing stable relations with—and
aid from—the United States, its European allies, and the inter-
national financial institutions in which they played the keyroles.
Everything else was a luxury for which the new Russian gov-
ernment had neither the time nor the resources.

Russian preoccupation with the “post-Soviet space” does
not require an extensive and elaborate explanation. It stems
from a long history of coexistence in the Soviet Union and
czarist Russia; the monumental challenge of transition from
an empire to a new state; the recent memory of domestic
political debates about the future of the Soviet Union prior
to its rapid dissolution; and a huge unfinished agenda still to
be resolved, involving economic links, finances, transporta-
tion, military facilities, troops, and not least the fate of some
25 million ethnic Russians residing outside the Russian Fed-
eration proper and millions of members of other ethnic
groups dispersed throughout the former Soviet Union.

In addition to this long list of issues to be addressed in
the normal course of post-Soviet settlement, Russian
policymakers were confronted with several new armed con-
flicts on the territory of the former Soviet Union either
bordering Russia or involving Russian troops: Abkhazia,
Moldova, Tajikistan, North Ossetia, and Nagorno—Karabakh.
By any measure, it was a full agenda, enough to occupy and
possibly overwhelm even the most efficient foreign policy es-
tablishment, let alone the national security apparatus of a
new country in the midst of a severe economic crisis and lack-
ing both a sense of national interest at home and its place in
the international system.

That relations with Europe and the United States would
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be among the chief preoccupations of the new Russian for-
eign policy agenda was self-evident. Russia had yet to complete
its withdrawal from Eastern Europe, but the new states in the
region were already preparing for a new security architec-
ture based on the North Atlantic Treaty Organization (NATO)
and were clamoring to join the alliance. From Moscow’s per-
spective, the emerging European security architecture would
not guarantee Russia a place commensurate with its poten-
tial, history, or aspirations as a global power or its contribution
to the peaceful resolution of the Cold War. The prospect of a
NATO-dominated Europe without Russia, or with Russia rel-
egated to the margins of the continent’s political and security
affairs, became the major theme in Russia’s strategic debate.
It consumed the attention of Moscow’s policymakers and stra-
tegic community at the expense of many other extremely
important issues.?

Building on the considerable inertia in Russian thinking
inherited from the Cold War, a disproportionate preoccupa-
tion with the Europe-NATO nexus throughout the 1990s has
also shaped or influenced many other important foreign
policy discussions in Russia. For example, Russian foreign
policy specialists have often discussed the relationship be-
tween Russia and China not on its own merits, but rather in
the context of U.S.-Russian tensions. Such thinking found
an outlet in then-Prime Minister Yevgeniy Primakov’s 1998
proposal for a trilateral alliance between Russia, China, and
India to counter NATO and the United States.® Other pro-
posals occasionally put forth in the course of Russian foreign
policy debates of the 1990s have reflected little realistic con-
sideration given to countries outside the NATO-framed
Euro-Atlantic community. The idea of a Russian alliance with
Libya, Iraq, and Iran falls into that category. Little if any seri-
ous thought had apparently been given to the question of
how such an alliance might work. Its chief advantage from
the point of view of its advocates seemed to be the irritation it
could provoke in Washington and the other major capitals of
the Euro-Atlantic community.'
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Russian Priorities Beyond the Near Abroad and NATO

Beyond relations with the Near Abroad and the West,
Moscow’s foreign policy establishment appears to have fol-
lowed the path of least resistance and its attention has been
riveted to the most immediate and tangible economic and
security considerations. This choice has resulted in a shrink-
ing and smaller Russian presence beyond the Euro-Atlantic
region and the former Soviet states, continuing the trend
which began during the late-Soviet period.

Russia’s lack of a strategic interest in the world beyond
the former Soviet Union and the Euro-Atlantic region mani-
fested itself in debates conducted by the country’s foreign
and security policy elite throughout much of the 1990s. Ma-
jor regions of the world that were critically important to
Russia’s friends and foes in the international arena—includ-
ing the Middle East, Africa, and Latin America—were virtually
missing from Russian discussions about foreign policy. The
most recent comprehensive strategy report from the Council
on Defense and Foreign Policy—the most prominent non-
governmental foreign policy organization—contains one
reference to the Middle East, merely a passing statement that
Russian influence in the region is “increasing.”'! When the
Middle East was discussed, moreover, the quality of the de-
bate was superficial at best. Concerning Iran and its relations
with Russia, for example, the discussion was relatively sim-
plistic and lacked the sophistication of debates about NATO
and Russia’s place in the Euro-Atlantic community.'?

It is also noteworthy that the foreign policy debates men-
tioned little or nothing about the country’s role as a cosponsor
of the Middle East peace process. Occasional Russian mani-
festations of interest in the Middle East peace process have
been conspicuously laden with ulterior motives. For example,
in February 2000, Moscow used the ministerial meeting of
the Multilateral Steering Group, attended by U.S. secretary
of state Madeleine Albright, to punch a hole in the interna-
tional isolation and condemnation Russia had suffered
because of its military campaign in Chechnya. In other words,
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the meeting was important for Russia not because of its inter-
estin the Middle East and the Middle East peace process, but
because of its desire to show that, even in the midst of inter-
national condemnation of the war in Chechnya, Russia was
important enough to host a major international gathering.

In this regard, omission of the Middle East as a topic from
the strategic debate probably says more about the Russian
mindset than do pro-forma declarations about the importance
of activism in foreign policy. For example, in the excellent
essay by leading strategist Alexei Arbatov concerning “Russia’s
Foreign Policy Alternatives,” published in 1993, the Middle
East is barely mentioned, and the author offers few if any
insights into the nature of Russian interests there.'®

An earlier article by then-Foreign Minister Andrey Kozyrev,
published on the first anniversary of the failed August coup of
1991, similarly bypassed the question of Russian interests in
the region. It noted only that proliferation in general, coupled
with the threat of Islamic fundamentalism and Iraq’s weapons
of mass destruction in particular, posed a threat to Russia. Rus-
sian interests, as defined by Kozyrev, lay in making the right
choice—%joining the European structures and establishing
relations with [the] NATO/Euro-Atlantic alliance.”'*

The world beyond the Euro-Atlantic region and the
former Soviet Union seemed to be largely absent from delib-
erations of Russia’s premier foreign and security policy
association, the Council on Defense and Foreign Policy, which
since 1992 has regularly brought together Russia’s leading
government and nongovernmental foreign and defense policy
specialists to debate and issue reports on major issues of in-
ternational strategy. In its reports, which prominently featured
the question of Russian policy toward the Euro-Atlantic re-
gion, the council has paid scant attention to the Middle East.'®

The Euro-Atlantic aspect of Russian foreign policy domi-
nated the country’s strategic debate even after the passing of
the early, euphoric phase of 1992-93, during which Russian
foreign policy officials embraced the task of “joining” the
West.'® In a 1997 article describing the new foreign policy
consensus in Russia, Alexei Arbatov argued (accurately in this
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writer’s view) that a consensus was emerging in Russian po-
litical circles that was opposed to the very notion of U.S.
hegemony and a U.S.- and NATO-dominated unipolar world.
If Arbatov’s article is to be believed, Russian interests in Iran
primarily concern the useful role Iran can play in the Caucasus
and Central Asia by countering U.S.- and NATO-backed Turk-
ish advances there."’

Thus, neither the Soviet Union in its waning days nor
Russia since the Soviet dissolution developed a strategy in the
Middle East specific to the region itself. Russian strategic de-
bates of the last decade have seldom addressed the question
of Russian interests in the Middle East. Although it is a re-
gion of unmatched importance to the United States, Europe,
and Asia, the Middle East barely entered mainstream strate-
gic deliberations of Russia’s foreign policy elite. When it was
discussed, rarely if ever did the Middle East receive attention
as an important part of the world where Russia might have
considerable interests. Instead, it remained little more than
a pawn of Russia’s ambition to establish a worthy position
vis-a-vis the West. '
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Chapter 3
What Drives Russian Policy?

ince 1991, Russian foreign policy has not merely been bi-

ased in its “Euro-Atantic direction.” It has also been largely
in disarray, much like the rest of the Russian government.
But rarely, if ever, has the disarray in Russian foreign
policymaking manifested itself so vividly as in Moscow’s rela-
tions with the Middle East.

Theory One: A Rational Cost-Benefit Calculation

The weakness of the economic foundations of Russian for-
eign policy is well known and needs not be addressed here.
Suffice it to say that Russia’s economic woes include but are
not limited to a decade of falling national income statistics,
widespread poverty, alarming gaps in public health coverage,
a declining population, and a desperately stalled program of
military modernization and reform.! It has been a widely held
conviction among students of Russian foreign policy that “Rus-
sia knows that its bread is buttered on the Western side.”
Therefore, the argument goes, Russian international behav-
ior is guided by a rational cost—benefit calculation in which
internal economic weakness works as an effective constraint
on those occasional Russian impulses that could seriously hurt
its relations with major donors in the West.

According to this school of thought, Russian international
behavior has been showing increasing signs of rationality,
guided by the “real” interests of the emerging Russian economy,
reflected in the flows of trade and the requirements of secur-
ing a permanent place in the increasingly open global economy.
Thus, Russian foreign policy has been described more and
more as resembling that of “normal” countries, reflecting the
nation’s new sense of priorities consistent with a successful se-

15
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ries of domestic economic and political reforms—trade and
such related issues as “debt, currency stability, balance of pay-
ments, and integration in the world system.”

This new set of priorities has been, according to this school
of thought, manifesting itself in growing trade with Poland,
the Czech Republic, and Hungary. As successful aspirants for
first-tranche membership in the North Atlantic Treaty Orga-
nization (NATOQO), these three countries are therefore,
presumably, also the most likely to alienate Russia and be-
come targets of its retribution. But Russian trade statistics, it
has been argued, have reflected a clear momentum toward
Russian integration in the international economy at the ex-
pense of the retrograde set of priorities implicit in Russian
rhetoric about integration within the Commonwealth of In-
dependent States (CIS).*

Although not devoid of its own logic, this explanation of
Russia’s international behavior nonetheless fails to explain
Russian behavior vis-a-vis Iran: Russia’s good relations with
Tehran throughout the 1990s have been one of the major
sticking points in U.S.—Russian relations and could potentially
jeopardize Moscow’s relations with Washington. Furthermore,
this explanation fails to account for some egregious examples
of Russian irrationality in the foreign policy arena. For ex-
ample, Russia has continued its nuclear cooperation with Iran,
even in the face of U.S. sanctions—both those threatened
and those already imposed. Moscow has also undertaken a
host of other highly uneconomic pursuits—including, but not
limited to, the creeping reintegration with Belarus; continu-
ing Russian military presence in Tajikistan, Georgia, and
Armenia; and a proposed arms deal with Syria. Russian sup-
port for relaxing international sanctions on Iraq also seems
to falls in the category of irrational economic initiatives, be-
cause an increase in Iraqi oil exports undermines the price
of oil—Russia’s major export and revenue earner.

Theory Two: Opposition to the West

Other theorists offer a different explanation—and far more
troubling trend—for Russian international behavior at large
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and toward Iran.® They maintain that Russia long ago com-
pleted the “rational” phase in its foreign policy, which lasted
only briefly in the early 1990s, and that it has embarked on a
course of deliberate opposition to the United States and the
West. Russia, effectively a revisionist power not content with
the status quo that has relegated it to second-class citizenship
in world affairs, has cleverly exploited its weakness to contra-
dict and frustrate U.S. initiatives in the Middle East and
elsewhere. Russia’s revisionist outlook in world affairs is the
result of a conservative backlash in domestic politics, mani-
fested by Russia’s desire to resurrect its lost empire or, at the
very least, carve out for itself an exclusive sphere of influence
around its periphery.

As a result, Russian policy toward the Middle East s filled
with a spirit of “eternal negation” or “strategic denial across
the board, in economics, diplomacy, and military policy.”®
According to this interpretation of Russian motives, the
Middle East, just as the CIS, must become an exclusive sphere
of Russian influence or, if nothing else, be excluded from the
sphere of influence of other powers. If the enemy of one’s
enemy is automatically one’s friend, then according to this
line of reasoning Iran is Russia’s natural ally in the region.
Both countries are revisionist powers challenging U.S. hege-
mony. Therefore, selling arms and dual-use technology to Iran
is a commercial and strategic win-win situation for Russia.

This explanation of Russian foreign policy, behavior in
the Middle East, and relations with Iran, however, fails to
answer certain questions. If Russia is so intent on frustrating
U.S. hegemony in the region, why does it not try harder? Why
does it not sell more arms and critical technology to Iran?
Why maintain good relations with Israel—the key U.S. part-
ner in the region? Why pursue an ever-expanding set of
relationships with Turkey, the other U.S. partner in the re-
gion and indispensable NATO ally? How can Russia’s growing
weakness and dangerous decline toward failure as a state be
reconciled with a strategy that allegedly aims to compete for
influence in a vast region against both regional powers and
those aspiring to global leadership?’ Finally, how can Rus-
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sian policymakers fail to understand that aiding and abetting
Iran’s weapons of mass destruction and ballistic missile de-
velopment will create another regional superpower in their
own backyard and thwart their alleged strategy of carving out
an exclusive Russian sphere of influence among the former
Soviet states and in adjacent regions, including the Persian
Gulf and the Levant?

The pattern of Russian behavior in the Middle East, and
especially regarding Iran, defies prevailing theories about the
driving forces in Russian foreign policy. Moscow’s friendly
posture toward Tehran, which continues to antagonize its
biggest benefactors abroad, is inconsistent with the argument
that Russian foreign policy is increasingly more rational and
driven by economic factors. Moreover, is it not apparent that
Russia is pursuing a vigorous strategy aimed at denying the
United States access to the Persian Gulf and undercutting its
influence elsewhere in the region.

Theory Three: Political Free for All, or,
The Powerful Do What They Want

The best explanation for Russia’s international behavior,
which is consistent with the picture of Russian strategic con-
fusion, lies in the decline of the Russian state, the structure
of Russian domestic politics that had emerged by the mid-
1990s, and the ensuing disarray that has surrounded Russian
foreign (as well as domestic) policymaking in the decade since
the breakup of the Soviet Union. Long accustomed to tight
central controls over foreign policy formulation and imple-
mentation, at the end of 1991 the old Soviet diplomatic
establishment was taken over by a new political regime and a
new country. During the presidency of Mikhail Gorbachey,
foreign policymaking was an arena of intense competition
for influence between the military on one side and civilian
diplomats and their academic allies on the other.? Nonethe-
less, the Foreign Ministry had remained a bastion of
ideological purity throughout the Soviet period. Following
the demise of the Soviet Union, however, the ministry was
confronted with a new leadership, an uncertain ideological
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environment, and no clear vision of realistic objectives or
priorities to be pursued in the international arena.’

To compound these problems, many top Foreign Minis-
try personnel, long accustomed to the sheltered life of the
Soviet elite, resigned. Government finances had deteriorated
and unprecedented new opportunities were presenting them-
selves in the private sector, where demand for people with
language skills and international experience grew as a func-
tion of the opening of the Russian economy to the outside
world. Worse yet, with the country’s domestic politics in the
throes of a rapid and radical transition to a more open sys-
tem and its political leadership preoccupied with the most
immediate domestic crises, foreign policymaking became a
freefor-all, unconstrained by ideology—old or new—or by
tightly and consistently enforced bureaucratic procedures.
Moreover, in an atmosphere of permanent crises and in the
absence of continuous top-level political oversight, the emer-
gence of new bureaucratic structures like the Security Council,
which reported to the president, generated only more bu-
reaucratic confusion and contributed to the chaotic
atmosphere in Russian foreign policymaking.'

In fact, in the chaotic environment of Russian domestic
politics, the establishment of new bureaucratic structures such
as the Security Council—a move intended to improve deci-
sion making and coordination—has produced the opposite
result. The council, a coordinating body designed to assert
the president’s authority over bureaucratic and even corpo-
rate actors, in reality became a channel for those bureaucratic
and corporate actors to reach out to the president, exercise
their influence over him, bypass established procedures and
stages in the decision-making process, and thus contribute to
the increasingly chaotic environment.

According to a former senior official in the Russian gov-
ernment, the fact that the Russian minister of atomic energy is
by statute also a member of the Security Council has enabled
the Ministry of the Atomic Energy (MINATOM) effectively to
bypass the regular interagency review process that former Prime
Minister Viktor Chernomyrdin established to vet all planned
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projects involving trade and technological cooperation with
Iran."' As aresult, MINATOM was in the position to pursue its
own foreign policy toward Iran without subjecting its plans to
interagency review.'? Russia, in the words of Vladimir Lukin, a
prominent Russian politician and past chairman of the Duma’s
Foreign Affairs Committee, has “several foreign policies,” in-
cluding, but not limited to, those of the ministries of foreign
affairs, defense, and atomic energy.”®

The chaotic quality of new Russian policymaking is re-
flected not only in the by-now-familiar competition for
influence in the foreign policy and national security arena
between the military and the diplomatic establishments—the
late-Gorbachev era was marked by intense competition for
influence in foreign policy between the ministries of foreign
affairs and defense—but also in the rapid entry into this envi-
ronment of various other bureaucratic, corporate, and
political players. Their emergence on the national scene was
the result of the domestic economic and political changes
under President Boris Yeltsin. Their ranks quickly expanded
to include new actors that previously had not played a visible
role in Russian foreign-policy decision making. These new
players include Russia’s newly privatized oil companies; its
mammoth natural-gas monopoly, Gazprom'*; the Ministry of
Fuels and Energy, which is supposed to regulate the oil in-
dustry, but which some say is regulated by the industry instead;
and various arms merchants, to name just a few.!

The result of this proliferation of interests has indeed been
a proliferation of foreign policies. This tendency has been
widely noted in the case of Russian policy in the Caspian re-
gion, where in 1994 an unprecedented constructive position
on Caspian demarcation issues adopted publicly by the Min-
istry of Fuels and Energy contradicted the tough stance put
forward by the Ministry of Foreign Affairs. The former was
widely believed to be acting under the influence of one of
Russia’s corporate giants—Lukoil, the country’s biggest oil
company'®—whose commercial interests were at stake.!’
Lukoil’s investment in Caspian oil projects in Azerbaijan and
Kazakstan, along with the investments of major Western oil
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companies, would have been negatively affected if the ob-
structionist position taken by the Foreign Ministry had
prevailed.'s

The Rise of ‘Clans’ as Policymakers

The Caspian demarcation incident involving Lukoil signaled
abroad and important trend in Russian domestic politics that
first became perceptible in the early 1990s. Thomas Graham,
then an American diplomat based in Moscow, first spotlighted
this aspect in a seminal article published in 1995. Graham
described the new structure of power in Russia as an oligar-
chy based on the economic institutions that had developed
as a result of the economic and political reforms that had
taken place in the early years of Boris Yeltsin’s presidency.'
By the mid-1990s, the Yeltsin administration was drawing sup-
port not only from the relatively narrow circle of so-called
“radical reformers” and “Westernizers”—political forces fa-
voring a swift transition to free markets domestically and the
equally speedy establishment of an alliance with the West in-
ternationally—but also from a powerful segment of the old
Soviet industrial nomenklatura-cum-new-Russian-corporate-
elite. This latter group had first risen to prominence in the
old centrally planned economy and then strengthened its hold
as the state withdrew its controls and the reformers imple-
mented a large-scale program of privatization.?* With the
Russian state weak and the presidency continuously em-
battled, the old nomenklatura had little incentive to oppose
privatization. Its privileged position and de facto control of
major assets amounted to a virtual guarantee that it would
emerge as one of the major beneficiaries of privatization. The
young Russian state was simply in no position to enforce the
necessary transparency, openness, and fairness of the
privatization process, and as a result, many billions of dollars
of the country’s most prized possessions were systematically
transferred into the hands of the new Russian elite, which
included many individuals from the old Soviet elite.?!

The emergence of the new ruling class—or the metamor-
phosis of the old ruling class—occurred in an almost complete



22 * Eugene B. Rumer

ideological vacuum in Russia. The country lacked a broadly
shared ideological consensus, and the population at large was
averse to any ideology whatsoever after 75 years of Commu-
nist monopoly on thought. Even the oft-cited nationalist idea
failed to take hold with the general population because, in
Russia’s multiethnic society, nationalism has yet to be clearly
defined.

Thus, the major fault lines in Russian politics after 1991
were caused not by fundamental ideological divisions and
differences but by a competition for property and control of
resources. With regard to domestic policy, no mainstream
party or movement argued that there should not be
privatization. The real question has been not whether to priva-
tize or to retain state controls over property, but kow to
privatize and who should be in charge of the process. For
example, the longstanding and well-publicized rivalry between
Moscow mayor Yuriy Luzhkov and former Federal
Privatization Chief Anatoliy Chubays focused on their struggle
for control over Moscow city property and the manner of its
privatization. Both favored privatization in principle and pub-
licly endorsed it, but they disagreed vehemently about its
implementation. Controlling the process has been tanta-
mount to a guarantee of manipulating it to one’s own
advantage, for nobody in Russia has ever expected the pro-
cess to be fair and open.

In other areas, such as foreign policy, there has been little
disagreement on major issues among political parties and per-
sonalities. For example, almost everyone in Russia across the
entire political spectrum has opposed NATO'’s enlargement.
As a result of a near-total absence of major ideological fault
lines, key players in Russian politics have emerged not as po-
litical parties operating on the basis of platforms, programs,
and ideologies, but as interest groups or lobbies, less charita-
bly described by Graham as “clans.” In that context,
membership in a clan has usually been based on a common
material interest shared by a group of individuals allied with
a major political figure, government official, or institution
whose mission is to protect and advance the clan’s interests.
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Therefore, the process of Russian domestic policymaking has
developed primarily as a competition among clans for power
and resources.

In practical terms, this arrangement has meant that gov-
ernment connections and access to the bureaucracy are little
more than a means of rent-seeking by lobbies. For example,
the Customs Service, with its large stream of cash revenues
from import and export duties, has long been a prized asset
and subject of intense competition among major Russian
banks, eager to win itas a client. In 1997-98, Oneximbank—
which, prior to the August 1998 financial crisis, was a major
bank owned by former deputy prime minister and “oligarch”
Vladimir Potanin and closely allied with then—-Deputy Prime
Minister Chubays—had the Customs Service as its client. Its
critics and competitors charged that Oneximbank had abused
its position of trust and used the Customs Service’s funds to
bid in hotly contested privatization schemes and invest in risky
high-yield government securities, while delaying budget trans-
fers.?? The controversy ultimately grew into a major political
scandal and the so-called war of kompromats (compromising
materials) pitting rival tycoons Boris Berezovskiy and Vladimir
Gusinskiy against Chubays and Potanin.? The scandal even-
tually led to the dismissal of Chubays from the government.

Oneximbank’s alleged use of an estimated $1 billion from
the Customs Service’s account at the bank became one of the
most contentious issues in the battle for 1997 privatization of
the major Russian communications concern SVYAZINVEST.*
The competing clans argued that the use of these funds con-
stituted an unfair and even illegal advantage. The episode
demonstrated, however, the insidious link between major lob-
bies and government agencies.

Control of the Customs Service and its large cash flow
has been so important to the Russian government that one
of the first moves by the Kremlin following the dismissal of
Prime Minister Yevgeniy Primakov was replacing the head of
Customs.? In the period leading up to the 1999-2000 parlia-
mentary and presidential election season, Yeltsin’s clan
evidently deemed the cash-rich Customs Service much too
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important to be left under the control of an appointee of
Primakov’s, given the former prime minister’s seemingly un-
stoppable bid to succeed Yeltsin.

Other agencies have not fared any better than did the
Customs Service. The Tax Ministry is another key institution
long considered a major prized asset whose control translates
directly into considerable political and economic advantages.
Its ability to confer a variety of tax privileges and accept tax
payments in kind and with promissory notes, rather than in
cash, has been a source of political patronage the Kremlin
has been unwilling to surrender.?® Following Primakov’s dis-
missal in May 1999, members of the Yeltsin clan felt compelled
to dismiss Primakov’s tax minister, Gerorgiy Boos, a known
supporter of Moscow mayor Luzhkov. To underscore the
ministry’s political role, Boos was replaced with his immedi-
ate predecessor and Yeltsin loyalist, Aleksandr Pochinok.?

The preceding examples illustrate that the Russian gov-
ernment under current circumstances is little more than a
collection of lobbies, with those closer to the presidency bet-
ter positioned to advance the interests of their client groups
or clans. Government institutions largely cease to function as
instruments of policy and become tools for the furthering of
clan interests. Although the impact of this trend in Russian
politics has been felt and discussed mainly in the domestic
political and economic arena, one cannot and should not
underestimate or overlook its significance for Russian behav-
ior in the international arena.

First outlined by Thomas Graham in 1995%® —ancient his-
tory by the standard of contemporary Russian politics—the clan
model has proven remarkably enduring and has become widely
accepted by both Russian and Western media, as well as within
the academic community. The prevalence of clans—in the
Kremlin, in Moscow, and regionally—in the domestic political
arena throughout the 1999-2000 electoral season was one of
the main features of Russian political life. One of the key ques-
tions for the presidency of Vladimir Putin is whether the new
leader will be able to assert his authority over the lobbies that
elected him or whether he will remain their pawn.?
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Clans and Russian Foreign Policy

Understandably, Russian domestic policymaking has received
the lion’s share of attention from the media and the academic
community in recent years because most of the breathtaking
changes and struggles in Russian society have occurred in that
arena throughout the 1990s. By comparison, national security
and foreign policymaking has been neglected, largely because
Russia has been on the sidelines of international politics. Its
position on many, if not most, major issues of the day has been
of such little consequence that it is pointless to ask the ques-
tion of how that position might have been derived.

As a result, both the media and the policy community
have frequently overlooked the domestic context of Russia’s
international behavior and the influence that clans have had
on that behavior. That influence has been appreciable, and
nowhere has it been more pronounced than in the case of
Russian policy toward Iran and the entire Middle East.

Russian policy in the Middle East has provoked consider-
able interest in recent years in the context of nuclear and
ballistic missile proliferation. Clan politics has not left the
Russian nuclear sphere unaffected. Although nuclear weap-
ons have remained a critical element of Russian national
security, as the country’s conventional capabilities declined
and as its nuclear arsenal became its sole remaining claim to
superpower status, the fate of the arsenal and the country’s
attitudes toward nuclear proliferation became the subject of
an intense debate. Despite the publication of a series of na-
tional security documents® that explicitly embrace the
concept of nuclear escalation, Russia lacks a broad consen-
sus on such essential matters as the future of its nuclear force
and whether nuclear proliferation will hurt or help Russia’s
international position—and the reason often lies in differ-
ence among the clans.?

Clans have also proven a factor in the Russian military’s
battle for resources. Quite apart from debates about the pre-
ferred military structure and nuclear posture for Russia, top
generals, including the chief of the General Staff and the
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minister of defense, have engaged in a public struggle at the
heart of which is the issue of scarce resources, financial flows,
who will get to control them, and how.*

The preeminent position of clans in Russian domestic
politics and policymaking has left Russia an extremely weak
state, struggling to perform its critical function of enforcing
commonly agreed-upon rules and adjudicating among com-
peting lobbies. In an environment lacking firm ideological
guidelines and a broadly shared vision of national interest,
these lobbies have, in effect, been free to pursue their nar-
row interests without regard for the common good. Because
such clans’ main areas of interest lie overseas and are periph-
eral at best to the major concerns of the country’s foreign
policy and political elite, and because their actions have a
low likelihood of impinging on other clans’ interests, they
possess all the more latitude to pursue their export opportu-
nities with little regard for the effects their actions.

The new Russia’s general systemic predisposition toward
uncontrolled and uncoordinated endeavors in foreign policy
has been compounded by the fact that the Middle East has
been the target of interest for two major Russian lobbies—
the energy lobby and the military-industrial complex—whose
actions in that region have had little, if any, negative conse-
quence in the domestic arena.*® In other words, how Russian
energy companies and weapons exporters have chosen to act
in the Persian Gulf region has had little adverse impact on
the interests of other domestic lobbies and largely has not
impinged on the interests of other groups. Therefore, these
actions have encountered little domestic opposition.
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Chapter 4
If It's Good for Gazprom
and MINATOM . ..

hroughout the 1990s, Russian policymaking with regard

to Iran and the Middle East occurred in a strategic vacuum
and without strong oversight. Such policymaking was in ef-
fect commandeered by the lobbies or “clans” that dominated
Russian domestic politics since the early 1990s as a result of
the economic and political reforms undertaken during Boris
Yeltsin’s first presidential term. Rentseeking, frequently noted
by academic specialists as a major feature of the Russian
economy and Russian domestic politics, became an integral
part of foreign policy as well.!

Gazprom and Russian Policy in the Middle East

Students of the Russian economy and domestic politics have
for some time considered Russian energy companies to be
some of Russia’s most powerful and prosperous clans. Cor-
porate names like Lukoil, Yukos, and Gazprom have become
associated both in Russia and abroad with vast wealth, privi-
lege, and virtually unlimited influence in Russian domestic
politics. Together with the country’s major banking empires,
the energy sector played the critical role in financing Yeltsin’s
1996 reelection campaign.? It has maintained a revolving-door
relationship with the uppermost echelons of the government,
supplying two of the country’s prime ministers, one chair-
man of the Central Bank, and scores of cabinet and
sub-cabinet-level officials from its corporate hierarchy.
Gazprom, the country’s natural gas monopoly and, argu-
ably, its most influential company, has throughout its
decade-long history as a corporate entity enjoyed special sta-
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tus as a virtual state within the Russian state, enjoying an un-
heard-of degree of freedom to act in its own interests.
Privatized under a special arrangement, the company has
operated under its own unique set of corporate governing
rules, including an unparalleled degree of control over trad-
ing—and, therefore, ownership—ofits shares. It has effectively
been able to negotiate its own tax rate with the government
and has waged several highly publicized and politicized cam-
paigns with the government, fending off attempts to dismantle
the company or force it to pay back taxes. The government
was defeated with regard to the former issue; on the latter, it
was able to win only partial victories at best.?

Still, Gazprom has been severely constrained in its do-
mestic operations by the condition of the Russian economy,
and its finances have suffered from its position as “the hub of
Russia’s socioeconomic system” which, as a whole, has yet to
address the challenge of real reforms. Gazprom is reportedly
able to collect less than one-fifth of its receipts in cash, with
the remainder consisting of payments in kind and IOUs. A
September 1999 DeutscheBank analysis of Gazprom estimated
that only 16 percent of the company’s gas sales within Russia
were paid in cash.® This receipts disparity leaves the com-
pany disproportionately dependent on foreign markets as the
major source of revenues. Indeed, the same DeutscheBank
report argues that, considering the uncertain value of
Gazprom’s noncash receipts and their high percentage as a
share of the company’s revenues, the company’s exports to
Europe represent its only reliable and quantifiable source of
revenue.

In the eyes of its officials, Gazprom’s freedom to pursue
ventures abroad is merely compensation for the obligations
it is forced to bear in the domestic market.® In what may be
an unspoken quid pro quo between the company and the
Russian government, Gazprom appears to face virtually no
restrictions in its pursuit of opportunities abroad, regardless
of their potential international implications for other Rus-
sian interests and without the strategic cost-benefit analysis
of the full effect of its actions. One might easily argue that
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Gazprom’s domestic role as a major source of revenue for
the federal budget and of subsidies for much of the rest of
the Russian economy leaves it free to follow its commercial
interests in the international arena regardless of other con-
siderations—political, strategic, or economic. Some in Russia
have complained that Gazprom and other Russian energy
companies have no choice but to pursue their own course
overseas because they cannot rely on a disorganized Foreign
Ministry to look after their interests.”

Consequently, Gazprom’s decision to take part in the 1997
South Pars gas project in Iran appears to have been driven
primarily by its own internal technical and commercial con-
siderations, rather than by Russian foreign policy
considerations or grand strategic designs. Interviews with in-
dustry sources suggest that Gazprom’s participation in the
South Pars project was motivated by the company’s interest
in gaining a foothold in Iran, the opportunity for Gazprom
to gain valuable off-shore experience, the possibilities for
Gazprom to expand into South Asian markets, and its chance
to acquire a financial interest in a project that is likely, when
completed, to be one of Gazprom’s competitors in the Turk-
ish market.® Gazprom representatives maintained that the
Russian government and the Russian state have no foreign
policy strategy and have offered no guidance or assistance to
the company during its pursuit of initiatives either in the
Middle East or elsewhere.® The latter charge may be unfair
to the Russian government; Gazprom was able to enlist Viktor
Chernomyrdin and Yevgeniy Primakov, when each was prime
minister, as lobbyists for its “Blue Stream” gas pipeline project
under the Black Sea to Turkey. In any event, Chernomyrdin’s
and Primakov’s lobbying on behalf of Gazprom’s business
interests in Turkey in no way contradicts the argument about
the clan’s domination of Russian politics and government.

The political repercussions from the South Pars deal, in-
cluding the threat of U.S. sanctions against Russia under the
Iran-Libya Sanctions Act (ILSA), apparently generated little
concern on the part of the company’s management or the
Russian foreign policy establishment. The potential impact of
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the sanctions on Russian—U.S. relations and the threat that the
ILSA-mandated punishment could have jeopardized U.S. sup-
port for Russia appear not to have been part of the calculation.
Gazprom officials have also argued that South Pars was a com-
mercial opportunity that simply makes it possible for the
company to carry its domestic burden. They dismissed as irrel-
evant any questions about the deal’s strategic implications and
effect on U.S.—Russian relations. It was a strictly commercial
deal, without any strategic or political considerations involved,
they insisted. It is not Gazprom’s responsibility to set the strat-
egy, they continued; it is the state’s. When the state is weak,
companies such as Gazprom have no choice but to wait or act
on their own. The absence of such a strategy leaves companies
like Gazprom free to pursue their own initiatives.'

Gazprom’sinterest in the Persian Gulf seems to make little
economic sense, given that Russian interests can only be hurt
by new exports from the Persian Gulf into key markets—Tur-
key and Western Europe—which are so important to Russia
as a source of export revenues. Furthermore, given Gazprom’s
difficulties raising capital to develop new domestic gas re-
serves, investment projects in the Persian Gulf make even less
sense. A shroud of secrecy surrounds Gazprom’s finances and
corporate governance, however, and the precise nature of
Gazprom’s rationale for participation in the South Pars project
is unlikely ever to be made public. Nevertheless, one can
speculate that, in addition to the reasons mentioned earlier
in this chapter, Gazprom’s management may have found the
deal attractive because, as an off-shore venture (both physi-
cally and financially), it would enable the company to escape
Russia’s onerous tax burden. However complex and opaque
Gazprom’s rationale for participating in the South Pars deal
may have been, both commonsense considerations and in-
terviews with company representatives suggest thatits decision
was driven by narrow corporate interests rather than national
economic or strategic ones.

Gazprom’s participation in the South Pars deal regard-
less of the damage to Moscow’s relations with Washington at
a time of Russian decline and reliance on U.S. support is il-
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lustrative of clan, or corporate, influence in Russian foreign
policymaking. The question of whether a commercial oppor-
tunity perceived as good for Gazprom was also good for Russia
was never an issue in Russian foreign-policy debates. In pur-
suing its corporate interest, Gazprom was in effect pushing
against an open door, encountering no opposition either in
the form of a competing clan whose interests might have been
threatened or by an established foreign policy or strategic
consensus.

The Role of Russia’s Arms Exporters

Although Russian arms makers and exporters lack Gazprom’s
resources, stature, and influence, they have sought to repli-
cate the gas giant’s success and have been equally unrestrained
in pursuing business opportunities throughout the Middle
East. Because of the dire financial circumstances of Russia’s
military establishment and the lack of domestic orders for
weapons and equipment, the industry’s search for customers
in the region truly represents a quest for survival.

The leaders of Russia’s military—industrial establishment
consider the issue of arms exports to be much more than
simply a commercial opportunity.!' Rather, left to their own
devices when domestic orders disappeared in the late 1980s
and early 1990s, they have treated arms exports as a vital op-
portunity to preserve and develop the country’s most
advanced industrial capabilities and talents, which during the
Cold War had been concentrated in the defense sector. Fur-
thermore, according to the leading ideologists of Russia’s
military—industrial doctrine, the country’s military—industrial
complex can—once primed—spur economic growth in the
Russian economy at large.'?

Although extremely important and attractive to Russia’s
military—industrial complex as a market, the Middle East is no
different from other regions of the world where opportunities
to sell arms might become available. The region’s attractive-
ness and importance stem from its position as one of the biggest
and most lucrative bazaars for weapons manufacturers world-
wide. The Middle East is “where the money is,” and Russia’s
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military-industrial complex is not in the position to disregard
this potentially lucrative opportunity. There is no evidence to
suggest, however, that the behavior of Russian companies in
the region has been influenced by broader geopolitical con-
cerns. In fact, no such concern has been articulated. Similar to
Gazprom’s ventures, commercial opportunities good for Rus-
sian weapons manufacturers are almost automatically presumed
to be good for Russia, and therefore they generate little, if any,
domestic discussion or controversy.

The dominance of commercial considerations in Russian
arms sales policy is further bolstered by the role the country’s
chief arms export agency has played in domestic politics. Arms
exports have been entrusted to a state-owned company,
Rosvooruzheniye, which quickly became a pawn in the hands
of competing clans, attracted by the hundreds of millions if
not billions of dollars in export revenues and the obvious
opportunity to exploit this cash flow.”® In Russia’s cash-
strapped economy, the ability to control Rosvooruzheniye’s
stream of revenues is a powerful political and economic
weapon, a prized possession that no “clan du jour” has been
willing to overlook. Far from becoming an instrument of state
policy abroad, it became a cash cow, serving the needs of the
ruling clan.'

For example, when he became prime minister, Yevgeniy
Primakov did not miss the opportunity to put his protegé,
Grigoriy Rapota, in charge of the export company—instead
of the candidate promoted by the Kremlin earlier in 1998.
Having a man he could trust in charge of Rosvooruzheniye
was undoubtedly important to Primakov as he found himself
increasingly at odds with the Kremlin and considered a run
for Russia’s presidency. Following Primakov’s dismissal a few
months later, Rapota was in turn fired and replaced with the
original candidate, Aleksey Ogarev, who was favored by the
Yeltsin clan.'®

The Independent Role of MINATOM

Rosvooruzheniye has been relegated to the role of a mere
pawn in the hands of competing clans, whereas Russia’s Min-
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istry of Atomic Energy (MINATOM) has been able to carve
out a far more independent role and emerge as a powerful
lobby in its own right under the successive leadership of two
outspoken ministers, Victor Mikhailov and Yevgeniy Adamov.

MINATOM is the successor agency to the Soviet Union’s
once-privileged and politically powerful Ministry of Medium
Machine-Building, which produced the country’s nuclear ar-
senal. Unlike Gazprom, whose status as a political powerhouse
emanates from its vast resources, huge export revenues, and
financial muscle, MINATOM owes much of its political influ-
ence to its dire financial circumstances and inability to
generate sufficient revenues to maintain the country’s nuclear
industry workers in the style to which they became accustomed
during the Soviet period. Its precarious financial condition
and the memory of its privileged status in the Soviet days have
given MINATOM’s leadership a powerful political weapon.
The agency’s top officials, as custodians of the nation’s nuclear
patrimony and representatives of hundreds of thousands of
disgruntled workers and their families, claim to speak on be-
half of an important political constituency.®

The promise of lucrative nuclear power generation ex-
ports and jobs for tens of thousands of workers, many of them
barely surviving after months or years of wages in arrears, is a
formidable argument that no Russian government has been
able to resist. With tens of thousands of workers easily ma-
nipulated by promises of overseas contracts and jobs,
MINATOM’s leadership is able to present a powerful case to
the government and demonstrate that what is good for the
agency is also good for Russia. Moreover, MINATOM’s spe-
cial status as the custodian of the country’s nuclear patrimony
has ensured its minister a seat on the Security Council and
direct access to the president, in effect exempting its deci-
sions and proposals from normal interagency review
procedures. MINATOM was presumably able to make a very
compelling case to Yeltsin because the Bushehr nuclear power
plant project in Iran is one of just a handful of the agency’s
successful foreign marketing deals."”

Over the years, MINATOM’s lack of domestic commer-
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cial success appears to have only encouraged the ministry’s
enthusiasm for foreign commercial ventures and domestic
political ambitions. Speaking at the press conference follow-
ing his appointment as atomic energy minister, Adamov made
clear that the model he would like to emulate during his ten-
ure at MINATOM was Gazprom: “It is absolutely feasible
immediately to enter the international market with electric
energy from nuclear power plants. This product is competi-
tive. . . . [W]e must create another ‘Gazprom’ if you wish.”®

MINATOM'’s controversial relationship with Iran and its
ability to deflect allegations that it is assisting Iran’s program
to develop weapons of mass destruction (WMD) is bolstered
by its representatives’ claims that the agency’s dealings with
Tehran have neither run afoul of the International Atomic
Energy Agency (IAEA) and its inspectors nor otherwise vio-
lated the letter or the spirit of the Nuclear Nonproliferation
Treaty (NPT). Hence, it has been argued, MINATOM’s ac-
tivities in Iran are legitimate.!® According to Russian analysts,
the absence of IAEA-supported claims against Iran’s use of
its nuclear facilities is one of the key factors behind
MINATOM'’s ability to make its case to the highest levels of
Russian government that its business dealings are legitimate.?
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Chapter 5
Missing Links

he clan-based model of Russian foreign policymaking is

useful for understanding Russian policy not just toward
Iran but toward the entire Middle East region. The model
explains not only certain Russian actions, such as the activi-
ties in Iran of Russia’s Ministry of Atomic Energy
(MINATOM), but also the government’s lack of interest in
several other areas. Russia’s relationships with Jordan, Syria,
Saudi Arabia, Iraq, Egypt, and Israel illustrate this latter point.

In the absence of a comprehensive approach to or gener-
ally accepted strategy in the Middle East, Russian initiatives
are usually attributable to concrete domestic interests or clans.
Similarly, the absence of domestic interests and lobbying usu-
ally means a lack of initiatives. With the decline of Russian
“great power” diplomacy, a number of important regional
Middle East actors have practically disappeared from Russia’s
foreign policy agenda.

Saudi Arabia

Common sense dictates that Saudi Arabia should be one of
the most important countries in the world for Russia. As the
key player in the global oil market and a major consumer of
military hardware, the kingdom is a natural partner for Rus-
sia, whose economic—and political—fortunes are so closely
tied to the price of oil and whose defense industry desper-
ately needs new markets. Close cooperation and coordination
in an effort to control fluctuations in the price of oil would
be in the interest of both countries.

Despite its preeminent position in the global oil market
and in the Persian Gulf, however, Saudi Arabia has not been
accorded a prominent place on Russia’s foreign policy
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agenda,' a circumstance that is attributable to two important
factors. First, the kingdom continues to maintain its close se-
curity relationship with the United States and its long-standing
reliance on U.S. and European weapons.? Second, Russian
oil companies were latecomers to the Persian Gulf and Saudi
oil scene and cannot match the historical relationships and
access of their U.S. and European counterparts. In the words
of one Russian observer, the Persian Gulf region has already
been “divvied up.” Additional reasons why Russian oil com-
panies could find it difficult to compete against their Western
counterparts in the Persian Gulf include access to technol-
ogy and capital markets. Even Gazprom, with its established
reputation in European financial markets, is evidently hav-
ing a difficult time fulfilling its financial commitment in the
South Pars project with Iran.*

Neither of the two major Russian lobbies—the energy sec-
tor or the arms industry—has consistently pursued a vigorous
relationship with Saudi Arabia. As was mentioned earlier, this
course of action is somewhat paradoxical, considering Saudi
influence in the global oil markets and Russian dependence
on oil exports. In special circumstances, such as in March
1999, when long-depressed global oil prices forced members
of the Organization of Petroleum Exporting Countries
(OPEC) to cut production, Russian companies agreed to go
along with OPEC’s decision and cut production by 400,000
barrels a day.® Generally speaking, however, Russia has ex-
pressed little interest in OPEC. One possible explanation may
be that, because Russia is the world’s second largest oil ex-
porter,? its oil companies—individually and collectively—have
been reluctant to commit to OPEC rules and thus be subject
to cuts in production in times of gluts in the world oil mar-
kets. Lukoil, for example, has publicly opposed OPEC
membership for Russia unless Kazakstan, Azerbaijan, and
Turkmenistan also join the cartel. In justifying this position,
the company’s spokesman cited fears of losing markets to
these neighboring states because of OPEC-mandated produc-
tion and export cuts.’

The record of diplomatic activity between Saudi Arabia
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and Russia suggests a pattern of mutual disinterest. Senior-
level contacts have been few. Saudi foreign minister Prince
Saud al-Faisal visited Moscow in March 1999, but Russian
interest in hosting the Saudi visitor had an important domes-
tic political dimension. Concerned about the situation in the
northern Caucasus, Moscow must have perceived some ad-
vantage in engaging the Saudis on issues of terrorism and
religious fundamentalism in Chechnya as well as in enlisting
Saudi support for its efforts to combat these problems.’
The visit’s agenda—religious fundamentalism, Iraq,
Kosovo, strengthening the United Nations (UN) Security
Council, and fighting crime and terrorism'®—suggests that,
beyond perfunctory declarations about better bilateral rela-
tions, the discussions were unrelated to Moscow’s ambitions
in the Persian Gulf and were more relevant to Russian do-
mestic concerns and Russian relations with the United States.
The UN Security Council is the sole remaining forum where
Russia can still pretend to be the superpower it once was, and
Iraq and Kosovo are two major international issues in which
Russia has found itself sidelined by the United States. To host
the foreign minister of a major U.S. client-state at a time of
considerable tension in Russian—-U.S. relations was undoubt-
edly seen by Russian diplomats as a feather in Moscow’s cap.

Syria

Syria—arguably Moscow’s oldest and staunchest client in the
Middle East—has declined in importance on Russia’s foreign-
policy agenda following the breakup of the Soviet Union.
Economic subsidies and arms transfers had been one of the
pillars of the Russian—Syrian relationship during the Cold War
and had made it possible for Moscow to project its power and
influence in the Middle East. With Russia’s economy in trouble
throughout the 1990s, these subsidies and transfers quickly
dried up."

Despite being cash-poor, however, Syria has nonetheless
remained a target of considerable commercial and financial
interest for Russia. Damascus owes Moscow some $12 billion
for past arms deliveries during the Soviet era. Furthermore,
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Syria, whose military is armed mostly with Soviet-made weap-
ons, is interested in buying more Russian equipment. An arms
deal valued at $2 billion has been under consideration for
several years, and the late Syrian President Hafiz al-Asad’s visit
to Moscow in June 1999 renewed Russian interest in it.!? Be-
cause neither Syria nor Russia has been able to arrange the
necessary financing for the deal, however, it remains in limbo.

President Asad’s Moscow visit was accompanied by the cus-
tomary political declarations about the need to reinvigorate
the Middle East peace process and for Russia to play a more
active role in it. Little progress resulted from these declara-
tions because both sides were focused primarily on the
tangible aspect of the visit—the arms deal, which if finalized
will be welcome news for Russian weapons manufacturers. As
for the peace process, without further incentive, Russian in-
terest in it subsided until February 2000, when Moscow hosted
a meeting of the Multilateral Steering Group. Even on that
occasion, Russian interest in the peace process had to do less
with the process itself than with the Kremlin’s desire to host
an important foreign ministers’ meeting in Moscow at the
time of the country’s international diplomatic isolation dur-
ing the Chechen War.

Egypt

The record of Russia’s relations with Egypt reflects general
indifference as well.”® Diplomacy between the two countries
in recent years has focused primarily on third-party issues—
Iraq and the Middle East peace process.!* Egypt’s weapons
acquisitions from Russia have been sporadic because of Egypt’s
longstanding security relationship with the United States and
reliance largely on U.S. armaments. In 1997, Russia delivered
20 Mi-17 helicopters to Egypt,'s and although Russian weap-
ons manufacturers undoubtedly valued the deal, this sale has
not led to the resumption of the steady defense cooperation
the two countries had had prior to the U.S.-Egyptian rap-
prochement in the 1970s. Unable to match the United States
in terms of its generous security assistance, Russia cannot af-
ford to subsidize its weapons manufacturers and their export
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sales, nor does it have the strategic or political incentives in
the Middle East to do so. Like Russia’s relationship with Syria,
scarce financial resources and the lack of a compelling inter-
est in the Middle East have resulted in what can at best be
described as a limited Russian relationship with Egypt.

Israel

In contrast to other countries in the Middle East, Russia hasa
much more diverse and active relationship with Israel.’* Rus-
sian—Israeli relations represent something of an inconsistency:
the two countries had no diplomatic relations for nearly a
quarter of a century after the 1967 Arab—Israeli War. A staunch
supporter of Israel’s Arab allies throughout the Cold War,
Moscow had also promulgated a domestic policy of official
anti-Semitism, prompting hundreds of thousands of Soviet
Jews to emigrate, including many who went to Israel. In the
early 1990s, these Russian Israelis were joined by hundreds
of thousands—as many as 700,000 throughout the 1990s, ac-
cording to Israeli immigration statistics—of their
co-religionists who fled the former Soviet Union, driven by
fears of even greater economic hardships in Russia and ex-
pectations of the rise of grass-roots anti-Semitism.

Although these fears and expectations have so far fortu-
nately failed to materialize, Russia’s human exports to Israel
have become an important factor in bilateral political rela-
tions, a relationship in which Israel and its interests, rather
than Russia and its interests, appear to have played the cru-
cial role in shaping. Israel has the largest Russian-speaking
diaspora outside the former Soviet Union—approximately
one in six Israelis is an immigrant from the USSR or its suc-
cessor states. These people left behind relatives, friends, and
in some instances property. Some immigrants have report-
edlyretained their old passports and acquired dual citizenship
and have been able to travel freely—on business or for per-
sonal reasons—between their historic and current homelands.
In Israel’s domestic politics, Russian-speaking Jews have
emerged as a prominent interest group.

Moreover, immigrants from post-Soviet Russia do not seem
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to harbor intense feelings of animosity toward the country of
their birth. This is likely to be attributable to gains made by
Jews in Russia in the 1990s, including a renaissance of Jewish
cultural and religious life and the rise of a number of Jews to
positions of prominence in the country’s media, business com-
munity, and politics. In addition, Jews leaving post-Soviet
Russia have been able to emigrate under relatively normal
conditions and without the fear of official persecution that
was characteristic of the Soviet period. The lack of animosity
toward their country of birth distinguishes immigrants from
post-Soviet Russia from their fellow Jews who had emigrated
from the Soviet Union prior to its dissolution, as well as from
those who came to Israel to escape persecution elsewhere in
the Middle East.

The rise of Russophone Jews in Israeli grassroots politics
has paralleled the ascent of a handful of prominent Jewish busi-
nessmen to the upper echelons of Russia’s business and political
elite. The Jewish origins of the best-known Russian “oligarchs”—
Boris Berezovskiy, Vladimir Gusinskiy, and Mikhail
Khodorkovskiy—have been widely reported in the Russian and
foreign press. Berezovskiy was once reported to be a dual Rus-
sian and Israeli citizen.'” Gusinskiy, as president of Russian
Jewish Congress, has on occasion publicly taken a stance on
Jewish causes in Russia and abroad.’® No evidence suggests,
however, that Jewish “oligarchs” have acted as a coherent lobby
in pursuit of Russian or Israeli foreign policy interests."

It would be incorrect to assume that Russia’s Israel-friendly
stance in recent years is the result of domestic Jewish influ-
ence on Russian policy in the Middle East. Despite the alleged
political and economic muscle of the country’s prominent
Jewish businessmen, for example, Russian policy regarding
Iran remains unaltered and shows few if any footprints of the
ostensibly omnipotent Jewish—Israeli lobby. Russian Jewish
leaders have reportedly lobbied Russian officials, urging them
to intervene on behalf of the thirteen Iranian Jews accused
of spying,” but no evidence indicates that they have been
able—or willing—to lobby on behalf of Israel’s concerns about
Russian-Iranian nuclear and missile cooperation.



Dangerous Drift ® 47

In the absence of major commercial or strategic Russian
interests in Israel, the unusually active (by Russian standards)
bilateral agenda between the countries is the result of Israeli
strategic interests in Russia. Israel’s interests appear to have
been a much more important factor in shaping an active Is-
raeli—-Russian agenda than were Russian interests in Israel. In
addition to the grassroots ties that have developed between
them in the 1990s, Israel has an important strategic interest
in Russia influenced by, among other reasons, its desire to
curb Iranian nuclear and missile pursuits and Russian col-
laboration with them. This strategic interest helps explain the
frequent visits to Moscow by senior Israeli politicians.?’ Im-
proving relations with Russia, said one Israeli politician, is a
“strategic goal” for Israel.”? One has yet to find a similar state-
ment by a Russian politician.

Iraq

Another country which, not unlike Israel, has paradoxically
had a disproportionate influence on Russian foreign policy
is Iraq. A long-time client of the Soviet Union and consumer
of Soviet weapons, Iraq became by the late 1990s a highly
contentious issue on Russia’s Middle East agenda, albeit for
reasons unrelated to Iraq proper or Russian-Iraqi relations.

The close relationship between Moscow and Baghdad
ended with the Soviet about-face during the Persian Gulf War.
Constrained by the UN-mandated sanctions regime against
Iraq in the aftermath of the war, Iraq lost its attractiveness to
Russia as a market for Russian-made arms. Although Russia
has an obvious interest in having Iraq repay its estimated $7-
billion debt for past weapons deliveries,?® it remains an
uncertain prospect at best, even if the sanctions regime is
lifted. Nonetheless, there can be little doubt that Russian
weapons manufacturers and exporters are among the most
eager advocates of better Russian—Iraqi relations and the lift-
ing or easing of UN sanctions.

Russian oil companies constitute another domestic con-
stituency in favor of improving relations with Iraq. Several of
them—Lukoil, Tatneft’, and Zarubezhneft’—have already
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pursued business opportunities in Iraq. These opportunities
have included both UN-approved oil purchases under the
auspices of the oilfor-food program, and a contract for the
development of untapped oil reserves. (Iraq has signed simi-
lar deals with French and Chinese companies; these contracts
will be implemented only after the sanctions on Iraq have
been lifted.?*) By signing such contracts, Baghdad has given
Russia’s most powerful companies a strong incentive to sup-
port Iraq’s demand that the UN sanctions be lifted.
Commenting on the deal with Lukoil, Iraqi oil minister Safa
Hadi Jawad was quite open about his government’s political,
rather than commercial, rationale in awarding the contract
to a powerful Russian company. He said Iraq preferred to
deal “with companies that can influence decision makers in
their country.” Hence, a Russian company had been selected,
despite offers reportedly submitted by two U.S. companies.”

It would be an oversimplification, however, to conclude
that Moscow’s foreign policy regarding Iraq is the result of
manipulation by two powerful domestic lobbies—the oil and
gas sector and the weapons manufacturers—that are driven
by commercial interests. Russian policy on Iraq has long been
an integral part of Russia’s bilateral relationship with the
United States. From Moscow’s perspective, Iraq is one of the
few places in the world—if not the only one—where it still
has superpower status, and where the United States has to
pay attention to Russia’s views because of its membership in
the UN Security Council.?

At a glance, Russia’s relationship with Iraq is an example
of a policy backed up by a broad domestic political consen-
sus—confronting the United States is a popular pastime for
Russian politicians—and a coalition of powerful commercial
interests. In the clan-dominated world of Russian
policymaking, however, this confluence of interests should
have long ago secured such Russian opposition to the UN
sanctions regime on Iraq that the sanctions would have been
broken. There appear to be several complementary explana-
tions for the paradox of why this has not happened. The most
important among them is that the sanctions regime is actu-
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ally beneficial to a number of important Russian interests. As
a major oil producer and exporter whose economic fortunes
are vastly dependent on its oil export revenues, Russia would
be among the first victims of a decline in the price of oil caused
by the removal of sanctions and the increase of Iraqi oil ex-
ports. This important linkage is not lost on Russia’s foreign
policy community. Sergey Karaganov, a prominent foreign
policy analyst and head of the influential Council on Foreign
and Defense Policy, wrote in December 1998:

Have we forgotten that OPEC’s ability to cut back oil pro-
duction is decreasing and it will not—if the embargo [on
Iraqi oil] is lifted—be able to compensate for a large flow
of cheap Iraqi oil to the world market? World market prices
[for oil], which are already strangling Russian producers,
will fall even lower.?”

UN sanctions on Iraq have also been a boon to Russian diplo-
mats and politicians. As a permanent member of the UN
Security Council, Russia is guaranteed a seat at the decision-
making table alongside the world’s leading powers, with full
voting and vetoing privileges—something that has rarely ex-
isted at other times in the 1990s, when the center of gravity
in world affairs shifted toward organizations such as the North
Atlantic Treaty Organization (NATO), the Group of Seven
(G-7) industrialized nations, and the World Trade Organiza-
tion (WTO). Unlike NATO, where Russia’s role has been
restricted to the now-proverbial “voice, not a veto,” the UN is
the one forum in which Russia has both. Thus, Russia’s—or,
rather, its Foreign Ministry’s—interest in shoring up UN au-
thority has grown. Russia’s struggle against the harsh U.S.
position on Iraq has become more important than its outcome.

Russia’s obvious self-interest is to enhance further the au-
thority of the UN, not undercut it. Notwithstanding Moscow’s
loud complaints about the adverse impact of UN-imposed sanc-
tions on Russian economic interests,?® Russia can ill afford to
disregard the sanctions or deliberately violate them, regard-
less of reports about sanctions violations by Russian vessels
smuggling Iraqi 0il.® Despite the denials and the rhetoric from
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the Foreign Ministry,*® Russian indignation is more likely to
reflect the country’s humiliation in the face of perceived U.S.
heavy-handedness than to reflect a deliberate, officially ap-
proved, and coordinated policy of sanctions-busting.

Last but not least among Russian interests in maintaining
the status quo with regard to Iraq is the fear that, once freed
from UN sanctions, Iraq will no longer need Russia and its
oil companies, and Russian arms exporters will face stiff com-
petition from other countries. Admittedly, such fears have
yet to be voiced in public, but it is likely that Russian diplo-
mats and businessmen are aware that Baghdad’s interest in
Russia is driven by political, not economic, considerations—
particularly since that interest is something their Iraqi
counterparts freely and publicly admit.*!

Jordan

As a relatively insignificant customer for Russian weapons
manufacturers,” and as a country that lacks the energy re-
sources found elsewhere in the Middle East, Jordan has
received little attention from Moscow’s foreign policy estab-
lishment and is rarely, if ever, mentioned in foreign policy
debates.®® Arguably the most significant event involving Jor-
dan and Russia in recent years was President Boris Yeltsin’s
sudden visit to Amman to attend King Hussein’s funeral, an
act widely perceived as a domestic political gesture aimed at
the Russian audience, rather than as a diplomatic initiative.
In other words, it was a move by the Kremlin clan designed to
boost the ailing Russian leader’s sagging public image at a
crucial time in the struggle against rival political groupings.

Russian—Jordanian relations are emblematic of new
Russia’s posture in the Middle East. Cash-poor, energy-poor,
and closely aligned with the United States, Jordan is of little
interest to Russia from the standpoint of clearly identifiable
interests that have influenced Russian policy elsewhere in the
region. Since the mid-1990s, however, Russia has been of con-
siderable interest to Jordan—or, rather, to those Jordanians
whose ancestors emigrated from the Caucasus in the nine-
teenth and early twentieth centuries, fleeing Russian
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persecution.’® The Chechen conflict has attracted a number
of volunteers from the Middle East who have fought against
the Russian Army. One of the best known commanders on
the Chechen side, known as Khattab, is reportedly a Jorda-
nian citizen of Chechen extraction, who has returned to
resume the fight of his forefathers against Russian occupa-
tion. Thus, in this case as elsewhere in the Middle East, the
“relationship” is a product of a peculiar local interest in Rus-
sia met by Russia’s narrow and sporadic interest in Jordan.
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Chapter 6
The Mystery of Russian-Iranian Relations

Future students of Russian foreign policy will look back at
the 1990s and describe the final decade of the twentieth
century as the “decade of Iran” in U.S.-Russian relations. No
issue on the U.S.—Russian bilateral agenda has proven more
contentious and more difficult to settle than the thorny prob-
lem of Russian-Iranian relations. No issue on the bilateral
U.S.-Russian agenda has the potential to cause more harm
to the relationship, which in recent years has limped along
under the constant threat of congressionally mandated sanc-
tions, urged by Russia’s critics in retaliation for Russia’s
assistance to Iran’s weapons of mass destruction (WMD) and
ballistic missile programs. No issue on the Middle East agenda
is likely to have greater impact on the fragile military and
strategic balance than Iran’s acquisition of WMD and the
means for their delivery.

This chapter therefore begins by looking at the early post-
Soviet years of Russian—Iranian relations, particularly the
influence of the Caspian, Caucasus, and Central Asian region
on their development. Tehran’s, Moscow’s, and Washington’s
perspectives on Russian—Iranian relations are then examined,
followed by a look at the role that Iran’s WMD program plays
vis-a-vis Russia’s long-term strategic interests. Finally, given
Russia’s tolerance of a developing Iranian nuclear weapons
program, the chapter concludes by questioning whether Rus-
sia is still a major power.

The Importance of the Short-Term Regional Agenda:
The Caucasus, Caspian, and Central Asia

Chapter 3 described the domestic political factors that shape
Russian policy toward the Middle East, but peculiar regional
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circumstances have also shaped Russian policy toward Iran
since the breakup of the Soviet Union. In particular, Russia
does not perceive Iran as a threat to its security interests in
the geographic and strategic environment that has been most
important to Russia since 1991.! That environment includes
the geographic area from which Russia withdrew following
the breakup of the Soviet Union—the Caucasus, the Caspian,
and Central Asia. Throughout the 1990s, Russia and Iran
landed on the same side of the major security and political
fault lines in each of these three regions.

Russian perceptions of Iran underwent a certain evolu-
tion in the early 1990s. The early phase, immediately following
the breakup of the Soviet Union, was marked by suspicious
attitudes toward Iran, which resulted from several factors.
First, during the brief “pro-Western” phase in Russian for-
eign policy in 1992-93, the country’s foreign policy
establishment identified closely with U.S. and, broadly speak-
ing, Western security concerns and sought a close alliance
with Washington and other Western capitals. Iran’s antago-
nistic relationship with the United States therefore presented
an obstacle to good relations between Moscow and Tehran.
Another factor shaping early Russian perceptions of Iran was
the latter’s reputation as the leader of militant and politically
active Islam, eager to spread its destabilizing influence
throughout the former Soviet states and in Russia proper. Ira-
nian support for the Islamist opposition in the Tajik civil war
in 1992-93, against the Russian-supported government of
Tajikistan, as well as fears of Iranian influence spreading in
Azerbaijan and throughout the Caucasus, were two impor-
tant areas of concern that affected Russian attitudes toward
Iran in the early 1990s.2 As it happened, however, events else-
where in the Caucasus and Central Asia, as well as Tehran’s
caution in dealing with Moscow, convinced Russian
policymakers that their suspicions of Iran were unfounded.

Tehran'’s Perspective

For Tehran, the opening of Central Asia and the Caucasus in
the early 1990s presented new commercial, cultural, politi-



Dangerous Drift * 57

cal, and strategic opportunities. Given Iran’s proximity to the
region and its historic imperial presence in the Caucasus until
1828, as well as its cultural affinity with Farsi-speaking ethnic
groups in Central Asia, it was only natural for many Iranians
to view the newly opened lands as an area of special interest.
Nonetheless, the region appears to have been far less promi-
nent on Iran’s foreign policy and security agenda than were
Iraq, the Persian Gulf, and U.S. military and strategic pre-
eminence in the Gulf.?

The rise of the Taliban in neighboring Afghanistan in the
mid-1990s posed a new security challenge for Tehran, beyond
that which already existed in the Persian Gulf. But while it
added urgency to Iran’s concerns about Central Asia, it did
not create an incentive for Iran to challenge Russia’s fading
influence in the region. To the contrary, in their opposition
to the Taliban, Iran and Russia found themselves together on
the same side of the Afghan divide. From Tehran’s perspec-
tive, any potential gains in the Caucasus—Central Asia region
must not have been worth the risk of jeopardizing its rela-
tions with Moscow, which thus far had been far more useful
to Tehran than Tehran had been to Moscow. In the midst of
Iran’s international political and economic isolation, Russia
emerged as an important interlocutor, as well as an eager,
cash-starved supplier of arms and military technology. Its stra-
tegic decline notwithstanding, Russia remains a member of
the UN Security Council and has retained some ability to con-
front the United States and, on occasion, frustrate its global
ambitions—an important quality Tehran sought in an ally after
years of international isolation and even ostracism. Consid-
ering the priority that Iran’s strategic agenda accorded to the
Persian Gulf and the importance of maintaining good rela-
tions with Russia, opportunities in the Caucasus and Central
Asia must have seemed less important to Iran’s interests. Fi-
nally, one other factor may explain why Tehran proved itself
to be a reliable partner to Moscow in dealing with the
Caucasus. Iran had its own sizeable Azeri minority and could
not disregard the challenge, however remote, that the spec-
ter of ethnic unrest represented to Iranian internal stability
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in the event of further destabilization of the Caucasus in gen-
eral and of Azerbaijan in particular.

Iran and Russia shared one further interest: the mutual
dislike of the U.S. presence that both countries confronted
in the region. From Iran’s perspective, the growing U.S. pres-
ence and interest in the region throughout the 1990s was
worrisome because U.S. policy has deliberately attempted to
drive Iran politically out of the Caucasus and Central Asia
and minimize its influence there. Thus, challenged in its stra-
tegic backyard of Central Asia and the Caucasus by the same
superpower that was threatening Iran’s position on its front
doorstep—the Persian Gulf—Tehran was hardly in the posi-
tion to risk its developing relationship with Russia.

Moscow’s Perspective

From Moscow’s point of view, the U.S. presence in the
Caucasus and Central Asia has long been a source of consid-
erable irritation. Relative to Russia’s own decline, the
newfound U.S. interest and activism in Central Asia and the
Caucasus must have been a constant, loud, and frustrating
reminder of who lost the Cold War and who emerged in its
aftermath as the indispensable nation with truly global inter-
estsand reach.* Consequently, Iran has proven to be a valuable
partner for Russia in the region. By the mid- to late-1990s,
the early fears of Iran as a destabilizing source of radical Is-
lam were fading. Russia’s strategic presence had continued
to erode to the point when, in 1997-98, Russia found itself in
danger of being replaced by the United States as the security
manager in the region. Iran emerged as the sole partner with
which Russia could share a sense of strategic frustration and
irritation at the growing U.S. influence in what until only re-
cently was its exclusive domain.

Most important perhaps, from the point of view of Rus-
sian policymakers besieged by a succession of crises at home
and abroad, was that perception that Iran was not part of the
problem, but part of the solution. It was a source of increas-
ingly rare contracts for Russia’s defense industry. It did not
challenge Russia’s lingering imperial ambitions in the Caspian
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region. It was an early supporter of Russia’s position on
Caspian delimitation, and it sought to counter and diminish
the growing U.S. influence in Caspian affairs. It even shared
Russian irritation at Washington’s omnipresence as the sole
remaining superpower.

Furthermore, it proved to be an important partner and
ally in the new crisis confronting Russia’s security establish-
ment—the rise of the Taliban and the threat of that brand of
militant Islam to the stability and security of the entire south-
ern tier of post-Soviet states from Central Asia to Russia’s
northern Caucasus. By the late 1990s, the specter of Taliban-
sponsored radical Islam became an obsession for Russian
foreign and security policymakers dealing with the Caucasus
and Central Asia region. The Taliban’s largely successful mili-
tary campaign in Afghanistan against the Northern Alliance,
which was supported jointly by Russia and Iran among oth-
ers, had a further positive effect on Moscow’s attitudes toward
Tehran and its role in the Caucasus and Central Asia. Whereas
prior to the Taliban takeover of Kabul in late 1996 Russian
policymakers had harbored lingering suspicions toward Iran
and in particular its relationship with the opposition in
Tajikistan, the Taliban’s new challenge to the region’s stabil-
ity and security had a galvanizing effect on its two main
opponents. Whatever fears Russian policymakers might have
had about Iran’s militant brand of Islam and ambitions in
Russia’s “strategic underbelly,” they paled by comparison with
the new threat, which was aimed not only at remote parts of
Central Asia, but also at Russia proper. The specter of radical
Islam, both home-grown and supported by the Taliban and
spreading its tentacles to Russia’s periphery in the northern
Caucasus as well as the Russian heartland—Tatarstan and
Bashkortostan—emerged as a serious concern on Russia’s na-
tional security agenda.® Increasingly, as Russia’s own southern
periphery along the Caucasus mountains continued to slide
toward chaos, the challenge of radical Islam became a do-
mestic security issue for Moscow.

Much to the relief of Russia’s policymaking community,
Iran has proven a steady and reliable partner on this issue as
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well. Tehran’s leadership clearly indicated in the autumn of
1999 that it cared about its strategic relationship with Mos-
cow much more than about the fate of its co-religionists in
Chechnya, who at the time were being pounded by Russian
artillery. Iranian leaders demonstrated their reluctance to
criticize Moscow’s campaign in Chechnya during Russian for-
eign minister Igor Ivanov’s visit to Tehran in November 1999.
Ignoring the wave of international condemnation of the war
in Chechnya, Iranian president Muhammad Khatami empha-
sized his government’s respect for Russia’s territorial
integrity—a code word signaling his rejection of Chechnya’s
claim to independence—and condemned terrorist acts, thus
implicitly accepting Russian claims about Chechen terrorist
activities.® Iran’s leaders made it clear that the strategic value
of their relationship with Russia meant much more to them
than did purely humanitarian concerns for the people of
Chechnya or Islamic solidarity with them.

Washington’s Perspective

Russian-Iranian relations may seem to make sense from a stra-
tegic point of view given the case presented above, but that
ignores the question of Russian alleged aid to Iran’s WMD and
ballistic missile programs. From Washington’s perspective,
Moscow’s rapprochement with Tehran is irritating for obvious
reasons. Chief among these are the generally poor state of U.S.—
Iranian relations since the Iranian revolution of 1979 and the
widely held view in the U.S. strategic community that Russia is
assisting Iran’s WMD and ballistic missile program—which,
once successful, is bound to have far-reaching negative impli-
cations for the security interests of the United States and its
allies in the Persian Gulf. A possible third reason is Russia’s
recent embrace of the longstanding U.S. concern about the
spread of international terrorism. Iran has for some time been
a sponsor of international terrorism, which should at least,
according to conventional wisdom, serve as a deterrent to
Moscow from seeking a rapprochement with Tehran.
Because of Iran’s critical position in the Persian Gulf, the
extent of U.S. interests there, and the broad consensus in the



Dangerous Drift ® 61

United States on the region’s importance and its inherent
volatility, U.S. irritability with regard to Iranian acquisition of
WMD and ballistic missiles requires little further elaboration.
Even if the longstanding mutual suspicions were suddenly
alleviated and U.S.-Iranian relations moved toward normal-
ization, Iran’s acquisition of nuclear weapons and delivery
systems for them would be fraught with major consequences
for U.S. interests in the Persian Gulf.

Nuclear Weapons and the ‘Marriage of Convenience’

No aspect of Russia’s international behavior defies conventional
wisdom and common sense more than its assistance—or al-
leged assistance, if Russian denials are to be believed”’—with
Iran’s WMD and ballistic missile programs. Because of Russia’s
geographic proximity to Iran, the latter’s acquisition of WMD
and ballistic missiles would seem to constitute an obvious, di-
rect, and immediate challenge to Russian security. On the other
hand, members of the Russian national security establishment
may be so confident of their good-neighborly relations with
Iran that they dismiss any future threat.

Russian analysis notwithstanding, the fact remains that
Russian collaboration—whether real or alleged—casts a long
shadow upon several other important interests that through-
out the 1990s should have concerned Kremlin decision
makers. Chief among these concerns is Moscow’s relation-
ship with the Washington. The United States is the sole
remaining truly global superpower. It is Russia’s chief part-
ner in several global, regional, and bilateral arms control
regimes, including the Nuclear Nonproliferation Treaty
(NPT), the Chemical Weapons Convention (CWC), the Stra-
tegic Arms Reduction Talks (START I and II), the Anti-Ballistic
Missile (ABM) Treaty, and the Conventional Forces in Eu-
rope (CFE) Treaty, not one of which Russia seems to have
either the strategic rationale or the necessary financial re-
sources to undermine. The United States is also Russia’s
sponsor in the G-8 and a major supporter and source of bi-
lateral and multilateral aid and credits through the
International Monetary Fund (IMF), the World Bank, and
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the European Bank for Reconstruction and Development
(EBRD).

Moreover, Russian policymakers are aware that their “stra-
tegic partnership” with Iran could much more aptly be
described as a marriage of convenience.? Itis well understood
in Moscow that Russia’s attractiveness to Iran and the part-
nership between the two countries may well be a passing
phenomenon. Itis equally well understood—and even feared
by some—that Russia is vulnerable to displacement from or
marginalization on Iran’s strategic agenda in the event of a
normalization of U.S.-Iranian relations.’ Indeed, from
Tehran’s perspective, relations with Russia have been purely
pragmatic, and it is entirely reasonable to expect that a nor-
malization of U.S.-Iranian relations could lead Tehran to
reassess its entente with Moscow.

Thus, although Russian foreign policy experts maintain
that good relations with Iran are in Russia’s long-term inter-
est, they reveal a good deal of awareness about Iran’s long-term
strategic objectives and its pursuit of WMD and ballistic mis-
sile capabilities.' According to Russian analysts, Iran is indeed
pursuing active ballistic missile and WMD programs. They
mention this almost casually, in fact.!' These analysts, how-
ever, dismiss the Iranian threat to Russian security interests,
citing primarily the lack of strategic motives on the part of
Iran in threatening Russia. The challenge to Iran’s security
interests, they believe, stems primarily from the south—the
Persian Gulf—where the United States has sought to estab-
lish a perceived hegemony. Therefore, Tehran’s proliferation
pursuits are intended to counter that challenge, rather than
to advance ambitious schemes to expand its sphere of influ-
ence northward.

Occasionally, the Russian foreign and security policy com-
munity has expressed concern about WMD and missile
proliferation and Iran’s pursuit of these capabilities. For ex-
ample, the Russian Foreign Intelligence Service published a
report on nuclear proliferation in 1995, spotlighting prolif-
eration as one of the major security challenges to the
international system. Former Foreign Minister and Prime Min-
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ister Yevgeniy Primakov was the head of the Foreign Intelli-
gence Service at the time and presumably shared the report’s
conclusions, as did many specialists in the policy-academic
community. Primakov’s U.S. critics have often accused him, a
long-time Middle East expert, of deliberately pursuing a policy
encouraging Iran’s proliferation efforts. The publication of
such areport by the Foreign Intelligence Service on his watch
would suggest, however, that Primakov harbors no illusions
about the international challenge of Iranian weapons devel-
opment and its implications for Russia.

Nevertheless, a mix of domestic political, economic, and
strategic circumstances has tempered Russian attitudes and
reactions. Chief among these circumstances has long been
the atmosphere of crisis that has permeated Russian domes-
tic political and economic life, and which precludes orderly
policymaking. The resulting weakness of the Russian state
apparatus and the strength of private corporate and quasi-
private interests has resulted in the government’s inability to
enforce a consistent policy line. Hence, short-term issues and
challenges have dominated the Russian policymaking agenda;
they have crowded out long-term concerns, making them
peripheral at best. The issue of proliferation, as a long-term
concern, has found itself squarely in that category.

A logical extension of the Russian argument that Iran’s
WMD and ballistic missile programs are driven by U.S. hege-
mony in the Persian Gulf is that the United States is
responsible for Iran’s pursuit of these destabilizing capabili-
ties. If, according to this logic, Iran is merely seeking a counter
to U.S. influence in the Gulf, then Washington, rather than
Moscow, is to blame for Iran’s nuclear ambitions. Russian
analysts put forth this point of view in the aftermath of the
Kosovo conflict.™

They have also attempted to rationalize Russia’s lackadai-
sical attitude toward Iran’s pursuit of ballistic missiles and
WMD capabilities, maintaining that Russia does not share the
U.S. fear of having its homeland targeted by foreign missiles,
especially nuclear ones. Russia has been living with such a
threat—from neighboring countries—for more than a half-
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century. One more country with some, quite uncertain, capa-
bility to strike at the Russian homeland will not have a large
effect on Russian security concerns, which are otherwise chal-
lenged from many directions both within and outside the
borders of the Russian Federation. Furthermore, Iranian pro-
liferation issues are a long-term concern, superseded by many
other more important issues, and are relatively insignificant
in light of Iran’s current friendly posture toward Russia. Lastly,
the mere acquisition of such a capability by Iran would be
meaningless in the absence of an Iranian strategic rationale
to threaten Russia. Hence, it is extremely important for Rus-
sia to maintain good relations with Iran.'

Is Russia Still a Major Power?

The above explanation of Russian-Iranian relations not only
belies the fact that Russia has a fundamentally different ap-
proach to Iran than does the U.S. government and much of
the U.S. strategic community, but it also presents a very dif-
ferent view of Russia. From the U.S. point of view, Russiais a
major power down on its luck, but a major power nonethe-
less. As a result, it ascribes to Russia ambitions and aspirations
commensurate with this perception. U.S. views of Russia as a
major power are further reinforced by the dominant posi-
tion that arms control and nuclear issues occupy on the
U.S.—Russian agenda. The perception of balance in the over-
all bilateral relationship that this view helps to create is
misleading, because Russia’s decline has so greatly disrupted
the balance in the relationship in other areas that the bilat-
eral relationship barely even exists.

Other than in the nuclear arena and in U.S.—Russian re-
lations, Russia no longer qualifies as a major power, much
less a superpower. The reality of this has yet to sink in and the
ambitious rhetoric has yet to be adjusted, but implicitly, the
recognition of Russia’s increasingly marginal status in the
international arena is beginning to work itself into Russian
strategic analysis. How else can one explain Moscow’s acqui-
escence in Iran’s pursuit of WMD and ballistic missile
capabilities? Would the Soviet Union have simply accepted
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Iran’s ambitions because the capabilities, once acquired, were
notintended to threaten Russia and because Moscow needed
to have good relations with Tehran? That would hardly have
been the geopolitical decision of a major power facing a new
challenge to the physical security of its homeland. Russia may
have retained some remnants of superpower status vis-a-vis
the United States, but its regional relationships are increas-
ingly devoid of such pretensions. Moscow appears reluctant
to dictate the nature of the environment in which regional
powers like Iran must act.

Thus, without necessarily disagreeing with the facts about
Iran’s WMD ambitions, as described by U.S. government rep-
resentatives, Russia has by default embraced a very different
approach toward both the alleged threat and the country it-
self. It is an approach that stems from Russia’s preoccupation
with short-term security challenges, the domestic political
context of Russian policymaking, and the geopolitics of Rus-
sian-Iranian relations. It is not, however, an example of a
deliberate strategic choice by Russia.

Russian behavior in the Middle East, as well as its rela-
tionship with Iran, suggests one important conclusion: Russia’s
superpower aspirations are gone. Other than occasional out-
bursts of nostalgic rhetoric, Russia faces the region as hardly
more than a mid-sized, regional power. Short-term political
concerns, narrow commercial interests, and immediate con-
siderations of security are the primary and almost exclusive
determinants of its actions and attitudes. The capabilities,
ambitions, and ideological rationale of superpower status are
gone, leaving the realities of Russia’s diminished circum-
stances and geography which have long been an obstacle to
Russian ambitions south of the border.
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Chapter 7
Russian Decline

ussia’s transition to mid-size, regional-power status in the

Middle East is a reflection of a fundamental trend—the
long-term decline of the Russian state. This process did not
begin with the breakup of the Soviet Union in 1991 or the
August 1998 financial collapse. These events have merely been
notable manifestations in a long regression that by 1991 had
been in progress for decades.

When the process of Russian decline began is likely to be
a subject of multiple dissertations and protracted academic
debates among historians and political scientists. Some may
argue that it started with the ill-advised decision to invade
Afghanistan in 1979. Others may claim that General Secre-
tary Leonid Brezhnev’s stagnant rule marked the beginning
of the end for the Soviet empire. Others still may argue that
the powerful Soviet state could have coasted along without
major disruptions precisely if the Brezhnev “live and let live”
formula had been adhered to and Mikhail Gorbachev had
not initiated reforms that quickly led to the downfall of the
Soviet Union.

Regardless of when exactly it began, the fact remains that
Russia’s decline has indeed been long term. Decades of dete-
riorating economic performance were followed by failed
attempts to revive the economy. The shock of a precipitous
fall in industrial production was then triggered by the start of
economic reforms in 1992 and continued throughout most
of the 1990s.! But many of the chronic, systemic problems
that have plagued the Russian economy throughout the past
decade have their roots in the Soviet era and were observed
by students of the Soviet economy nearly half a century ago.
For example, the problem of nonpayment of taxes and the
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existence of the so-called “shadow” or “gray” economy, as well
as the barter system, have their roots in the underground
economy of the Soviet period and the long-standing practice
of underreporting economic performance.?

In modern-day Russia, the problem of tax payments has
become far more than a matter of fiscal policy and has
emerged as a challenge to the power and authority of the
Russian state. Similarly, in hindsight, it is apparent that the
shadow economy, economic underreporting, organized
crime, and corruption® were more than sporadic phenom-
ena in Soviet economic life. Rather, they reflected the fact
that these powerful, coercive institutions had in fact slowed
the gradual process by which the state’s power eroded.* With
the demise of the official ideology and the delegitimization
of the coercive institutions, the state was left with few defenses.

This discussion of Russia’s decline and its roots is of the
utmost importance to the future of Russian foreign policy in
general and in the Middle East in particular. Will Russia re-
emerge on the international scene in the foreseeable future
with hegemonic aspirations in the Middle East? As Russia
enters the post-Yeltsin era, how likely is it that a change in
leadership will soon give new impetus to a new and more
vigorous Russian policy there? Is Vladimir Putin’s leadership
likely to lead in the near term to a more orderly policymaking
environment at home and a more assertive Russian posture
abroad, including in the Middle East? The answer to these
questions seems to be a rather resounding “no.” It took Rus-
sia a long time to reach this nadir, and it will take a long time
for it to rise again.

At present, Russia seems to lack even the most basic pre-
requisites for a return to the foreign stage. Its economy, some
recent improvements notwithstanding, is at best at the “begin-
ning of the end” of a long-term and profound decline.’ Its
military establishment is in dire need of modernization and
reform and is preoccupied with the smoldering conflict in the
Caucasus. Russia’s demographic base is shrinking; estimated
at more than 150 million at the time of the breakup of the
Soviet Union, the population of Russia fell to 145 million in
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2000 and is expected to decline to 125 million in the next twenty
years, as a result of substandard health care, high mortality,
and low birth rates.® Russia’s naval presence on the high seas is
a pale ghost of itself in crises past. It has enunciated a new
military doctrine that increasingly relies on the country’s
nuclear deterrent in lieu of its vastly diminished conventional
capabilities.” Its power projection capabilities have been se-
verely diminished, and one of its few remaining trump
cards—its military-industrial base—is increasingly obsolescent,
clouding further Russia’s already questionable prospects for
arms sales, its last ticket for entry into the region.

Furthermore, as the preceding chapters have illustrated,
Russia lacks a coherent decision-making process and an ideo-
logical consensus at home, let alone a comprehensive strategy
for the region. Its politics and policymaking are dominated
by various clans whose pursuit of individual parochial inter-
ests crowd out national interests from the policymaking
agenda. Because of the fractionalization of Russian politics
and the pervasiveness of the clan mentality, any Russian leader
intent on implementing any comprehensive strategy must first
challenge the influence of clans in policymaking and poli-
tics, a formidable political challenge by any measure.

A serious Kremlin assault on the influence of the clans
must not be limited to the power and privileges of a handful
of Russia’s best-known oligarchs or corporate fiefdoms. The
challenge is literally to restore the governability of Russia—a
federation of eighty-nine constituent entities with varying
degrees of autonomy whose self-governing ability has in-
creased in the 1990s at the expense of the federal
government’s authority.®? Should the Kremlin pursue such an
agenda, it is likely to have few resources and little remaining
political capital to devote to an ambitious foreign policy.

Although internal regional reforms are primarily a mat-
ter of domestic policy and politics, their outcome will have
important international consequences beyond the Kremlin’s
ability to devote attention to international affairs. In recent
years, Russian regions have engaged in foreign policy pur-
suits of their own. For example, the president of the
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autonomous Russian republic Marii El was reported in Janu-
ary 1999 to have offered an advanced version of the §-300
missile to Kuwait, in violation of Russian federal laws.®

The critical issue in the ongoing transformation of Rus-
sia is not whether Putin will be able to tackle the power of the
clans—regional, industrial, or otherwise. He may very well
succeed in these endeavors, considering his fresh mandate
from the polls and the widespread popular frustration with
the status quo. The key issue is whether his ascent to the presi-
dency and his plausible success in tackling the power of the
ruling clans will signal victory by yet another clan—St. Peters-
burg, the KGB, and so forth—or the beginning of the
restoration of the Russian state. To succeed, Russia’s new
leader will have to begin to dismantle the very system that
propelled him to the presidency. The record of his two im-
mediate predecessors—Boris Yeltsin and Mikhail
Gorbachev—is not encouraging in this regard.

How will Russia’s transformation process affect Putin’s
policy in the Middle East? Because of the magnitude of
Russia’s domestic problems and the lack of a compelling
Russian interest in a more vigorous regional posture, Mos-
cow will not reenter the Middle East soon as a major player.
Gaining a strategic foothold in the Middle East region is not
likely to be a priority for the Russian government.

Moscow’s disinterest in the region, however, is a double-
edged sword. With the Kremlin’s primary struggles much
closer to home and no vital Russian interests at stake, the
Putin presidency is not likely to be responsive to U.S. and
Western concerns about weapons of mass destruction (WMD)
and missile proliferation or arms sales, especially if such re-
quests call for intervention in Russian commercial activities
and could impinge on important domestic interests—such
as those of the Ministry of Atomic Energy (MINATOM), the
gas giant Gazprom, or others.'°

The consequences of the Russian decline mean that the
prospects for a Russian great-power-style emergence in the
Middle East are dim. The prospects for Russia becoming a
constructive player in the region are equally distant.
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Chapter 8
Conclusion and Policy Implications

he questions repeatedly asked—What drives Russian policy
in the Middle East? and What motivates Russfan policy
toward Iran?—seem to have a peculiar answer: nothing in
particular. Domestic weakness, compounded by the absence
of a comprehensive international strategy, accounts for most
of Russia’s sometimes inexplicable behavior in the region.
Russia does not have a policy either in the region or to-
ward Iran. Nor, considering its diminished domestic and
external circumstances, does it have the need for a coherent
policy there. Its policy agenda is dominated by other far more
important concerns than the events in the Middle East. Its
behavior in the region is the result of uncoordinated pur-
suits by state and private entities—"“clans”—among which the
presidency is but one, acting in pursuit of its own parochial
interest rather than in defense of a clearly articulated and
broadly agreed-upon vision of national interest. The present
structure of Russian domestic politics suggests that this en-
during feature of Russian international behavior will continue.
Certainly, for political and strategic reasons, Russia has
assumed a far more benign position regarding Iran than has
the United States. It also finds itself at odds with Washington
on how to deal with Iraq. These disagreements must be placed
in the proper context from Moscow’s perspective. Instead of
pursuing an aggressive expansionist policy in the Middle East,
Russia is finding itself increasingly on the sidelines. Hardly
unique in its opposition to U.S. policy toward Iraq and es-
pousing a different perspective on weapons of mass
destruction (WMD) proliferation than Washington, Moscow
has been resentful of what it has perceived as U.S.
unilateralism in the Persian Gulf, which has marginalized the
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Russian role in the United Nations (UN) Security Council.

Frustrated with U.S. Iraq policy and sidelined in the
Middle East peace process, Moscow is therefore looking at
the prospect of losing its last remaining client in the Middle
East—Syria. No longer able to afford a patron—client rela-
tionship with Damascus, Moscow is faced with the possibility
of being edged out of one more weapons market.

In fact, looking across the Middle East, it appears that
Russia has sunk to the point at which it has less interest in the
region tifan the region has in Russia. Israel, with the largest
Russophone diaspora outside the former Soviet Union; Iran,
with its quest for WMD and ballistic missiles; and Iraq, with
its need for Russian support in the UN Security Council, all
have a much greater stake in Russia than Russia has in them.

Russian weakness and drift, rather than vigor in pursuit
of a coherent strategy, are likely to continue to pose major
challenges to the United States and its allies and partners in
the region. This conclusion should be no less disturbing to
the policy community in the United States than claims that
Russia is intent on conducting a neo-imperialist quest in the
Middle East. The policy challenge would have been much
easier had the United States faced a replay of the Cold War in
one region, on a much smaller scale, but with the help of
familiar and tested instruments at its disposal. This time, how-
ever, the challenge is far more complex and the tools have
yet to be tested.

For example, if Russia is a deliberate perpetrator eager
to aid and abet U.S. adversaries in the Middle East, then a
U.S. strategy of deterrence and sanctions, combined with
occasional incentives, could provide the solution. If Russia is
a country without a strategy or an effective government, how-
ever, it is difficult to determine what tools the United States
possesses for deterring irresponsible behavior by Russian in-
dividuals and businesses. Comprehensive sanctions would
threaten what little cooperation Russian authorities could
provide, and they would almost certainly fail to accomplish
the desired result. Moreover, they would generate a great deal
of adverse publicity and further sour the climate in bilateral
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relations. Even more narrowly focused sanctions against spe-
cific entities are likely to prove of little use. In 1998 and 1999,
the U.S. administration introduced sanctions intended to
punish a handful of Russian institutions accused—by both
the U.S. and the Russian governments—of violating Russian
export control laws and providing assistance to Iran’s WMD
and missile programs.' Sanctions imposed in 1998 and 1999
bar the entities in question from receiving U.S. aid, selling
goods or services to the U.S. government, or exporting goods
or services to the United States. In addition, Congress passed
the long-promised Iran Nonproliferation Act of 2000, which
President Bill Clinton signed in March.? The legislation re-
stricts U.S. payments to the Russian Space Agency for its work
on the International Space Station, unless the president cer-
tifies that no WMD or missile technology transfers have taken
place in the preceding year.

Neither this legislation nor the 1998-99 executive actions
are likely to have the desired deterrent effect on current or
future Russian transgressors. Sanctioning a research institute
for actions committed by an individual scholar in his private
capacity would hardly seem efficient or effective.® Because of
the ease of communication through personal contacts and
the Internet, the flow of technology and know-how would be
extremely difficult to monitor or control. Thus, coercion
under these circumstances is more likely to contribute to the
problem than to solve it. This indeed seems to be the case
with selective U.S. sanctions imposed in January 1999 on a
group of Russian institutions suspected of aiding Iran’s pro-
liferation efforts. The difficulty of finding the proper
punishment to fit the crime, evidently, is a problem that both
Russian and U.S. officials have confronted in their efforts to
devise and implement an effective export control monitor-
ing regime.*

Whether comprehensive or narrowly focused, individual
or institutional, sanctions offer little hope as a counterprolif-
eration strategy to stem the brain drain from Russia. Some
U.S. restrictions on Russian commercial space launches have
also proven counterproductive, as they threaten U.S. com-
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mercial interests and U.S.—Russian cooperation that could
relieve the financial pressures on the research and develop-
ment establishment in Russia.?

The approach currently adopted by the U.S. govern-
ment—to emphasize cooperative threat reduction—appears
to be more promising, albeit still unlikely to end U.S. con-
cerns about Iran’s proliferation pursuits and Russia’s role in
them. This approach cannot guarantee success, regardless of
how success is measured, but it appeals to the longstanding
Russian scientific interest in exchanges and cooperation with
the West. In the words of one prominent Russian scientist,
Iran has little to offer to Russia’s scientific community except
for cash. The mercenary quality of this collaboration is well
understood in Russian academic circles, which have estab-
lished traditions of scientific dialogue with the leading
research centers in Europe and the United States. Further
opportunities to maintain this dialogue represent a powerful
incentive for Russia’s scientific community to avoid collabo-
ration with Iran’s nuclear and missile programs. Conversely,
the fear of losing ties to the West and being branded as irre-
sponsible scientific guns-for-hire is real and widespread in
Russian academic institutions.®

The temptation of imposing sanctions in retaliation for
Russian transgressions notwithstanding, any such initiative
should consider two important factors: their limited or non-
existent effect on Russia in general and on specific
transgressors in particular, and the destructive potential that
could be further unleashed if Russia’s military-industrial and
scientific community were further isolated and left to fend
for itself,” which would be likely in the prevailing domestic
chaotic circumstances.

Perhaps most troubling, the United States cannot rely on
any policy toward Russia, whether pressure or inducement,
to address growing U.S. concerns about Iran’s proliferation
ambitions. It appears that Russia can offer no solution to the
proliferation challenge of Iran, or at least one upon which
the United States could rely with confidence, considering the
extent of U.S. interests at stake. Indeed, the solution to this
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problem does not lie in Russian policymaking; it must be
found elsewhere. The question of how to deal with the chal-
lenge of Iran’s proliferation lies well beyond the scope of this
study, but it is worth listing some of the alternatives that should
be explored: active defenses, such as the Theater High-Alti-
tude Area Defense (THAAD) and the Arrow interceptor
program; closer security relationships with Iran’s neighbors,
including Turkey and the Gulf Cooperation Council (GCC);
support for the forces of domestic change in Iran; and fur-
ther economic sanctions and isolation of Iran.

Russia is adrift; weakness, decline, and a lack of strategic
focus are the hallmark features of its presence in the Middle
East. Its biggest challenge to the United States and its allies is
likely to test not the U.S. capacity to deter, but its ability to
cope and manage Russia’s decline.
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