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Managing U.S.-Russia Relations 

The recent collapse in the U.S.-Russia relationship has roots that stretch back to fundamental misun-
derstandings at the end of the Cold War. Western democracies have watched with dismay as tighten-
ing political controls in Russia have throttled domestic pluralism, while Moscow’s roughshod foreign 
policy and military tactics have driven its neighbors into submission or open hostility. Russia has be-
moaned what it sees as Western arrogance and a stubborn refusal to recognize its security concerns 
and great-power status. Today, Russia’s annexation of Crimea, support of Syrian repression, and, 
above all, meddling in the U.S. presidential election have shattered any desire in Washington—at least 
outside the Oval Office—to search for common ground. Indeed, amid congressional logjams on nearly 
every issue, overwhelming bipartisan majorities passed a stiffer sanctions regime. The narrative in 
Moscow, meanwhile, paints a consistent picture of Washington actively rallying Europeans to expand 
footholds around Russia’s borders with an ultimate goal of regime change in the Kremlin itself. In spite 
of President Donald J. Trump’s apparent eagerness to improve relations, deepening resistance across 
the political spectrum makes any progress fanciful at this stage. Whether either side understands how 
to get relations back on track remains uncertain. What is clear is that neither side currently wants to. 
Deep-seated U.S. mistrust and an unyielding Russian government seem likely to confine the bilateral 
relationship to a series of sour exchanges and blustery confrontations for now. 

Yet one persistent weakness will ultimately limit Russia’s foreign agenda: an economy that is likely 
to fall increasingly behind those of its major neighbors and partners. For now, Russia has largely 
learned to tolerate Western economic sanctions, and its companies have found ways to live with re-
stricted access to finance. Without reform and economic integration with the West, however, Russian 
influence will drift toward the margins of global diplomacy. Russia’s economy will atrophy from a 
combination of hyperconcentrated decision-making, continuing dependence on hydrocarbons, and 
persistent financial isolation. Core goals of Russia’s foreign policy will steadily recede from view, in-
cluding important elements of the economic agenda with its immediate neighbors, the European Un-
ion and China. Though a snapback of oil prices would undoubtedly delay any day of reckoning, even 
large new inflows of petro-profits will not fundamentally close the widening gap with major partners. 

For policymakers in the United States, the quandary is how to resist Russia’s obstreperous behavior 
abroad while remaining alert to the potential for change. Mounting economic challenges to Russia’s 
foreign policy goals will likely not force a new course anytime soon. Russians have an impressive his-
torical record of withstanding extended economic hardship far worse than what they face today. Even 
more challenging is that Russian President Vladimir Putin has proved adept at foreign policy on the 
cheap, through a mix of tactics he has deployed in spite of a shrinking budget. These include sophisti-
cated public diplomacy, including cyber interference in elections; targeted financial support to trouble-
some regimes; and carefully limited military interventions. These specific involvements range from 
Ukraine to Syria to Venezuela, but the broader theme has been to rally global resistance to the U.S.-led 
liberal international order. For the foreseeable future, this leaves the United States to respond with 
vigorous diplomatic resistance, extended economic sanctions, and fresh displays of military readiness. 
Over the next decade, however, as Russia’s economic lag widens and core foreign policy goals fade 
further from view, a potential future generation of Russia’s leaders could begin to realize that their 
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focus on what they term economic sovereignty is self-defeating. Such a change is hardly inevitable, but 
if anything is likely to alter the current calculus in Moscow, it is the realization that any prospect of a 
global role for Russia is slipping away. The challenge for Washington will be to watch for signs that 
Moscow is ready to make changes and judge whether those changes could warrant relaxing sanctions, 
or even introducing incentives. History suggests that the two worldviews may never fully reconcile and 
that some rivalry is inevitable. Still, the United States should prepare for the possibility that economic 
constraints could trigger meaningful changes in Russia that could then lead to limited cooperation on 
major U.S. priorities—whether in Eastern Europe or the Middle East, cyberspace or outer space. 
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Long Odds for Russia’s Economy 

The Russian economy has weakened substantially over the last five years, due to continued dysfunc-
tion in its investment climate and the twin shocks of falling oil prices and Western sanctions. Though 
the economy hardly seems headed for crisis, its most likely trajectory is a far cry from the ambitious 
targets Putin himself set in 2007 to make Russia one of the world’s top five economies as well as a 
leader in technological innovation and a global financial center.1 Even with a recovery of oil and gas 
revenues, the country’s increasingly centralized and corrupt business climate and relative isolation 
from the most dynamic forces of the global economy have substantially reduced its growth potential. 

S T R U C T U R A L  C O N S T R A I N T S  

From the Soviet Union’s collapse to the annexation of Crimea, a central pillar of Western involvement 
with Russia was trade and investment promotion. The logic was that the more Russia was given a stake 
in its relationships with Europe and the United States, the more cooperative its government would be 
on other issues. From 1995 to 2013, net foreign direct investment in Russia grew from $2.1 billion to 
$69.2 billion.2 Whether increased investment had a significant effect on Russia’s foreign policy behav-
ior during those years will long be debated, but it certainly coincided with a period of intermittent co-
operation on military, diplomatic, and commercial issues. There was Russian aggression in Moldova 
and Georgia, but there were also cooperative achievements, including the significant New Strategic 
Arms Reduction Treaty, Russia’s World Trade Organization (WTO) accession, and expanded coop-
eration in space. 

Russia’s economic growth model, however, was deeply problematic. The lurching post-Soviet ef-
forts to build a growing market economy were interrupted by Russia’s 1998 default and devaluation 
amid plummeting oil prices and high international borrowing rates. The subsequent collapse in the 
exchange rate and industrial capacity utilization set the stage for recovery on the back of rising oil 
prices and a massive consumer boom that only ended with the much larger global financial crisis in 
2008. Amid these macro booms and busts, Russia’s investment climate, which was never terribly at-
tractive, deteriorated as political and economic power was centralized in the hands of a favored few. 
There were many laws and regulations to be observed, but they were enforced unpredictably. Im-
portant economic decisions were under the purview of a narrowing circle of officials, and investors 
reported rampant corruption. Following the privatization of the Soviet industrial base in the 1990s, 
the share of the Russian economy controlled by the government had dipped below Italy’s, but under 
Putin the government has clawed back significant control.3 By 2013, well before the most recent oil 
price slide and the annexation of Crimea, annualized growth had slowed to 1.3 percent, the lowest rate 
since the 2008 economic crisis. The rate for the prior full year was 3.5 percent, which was less than half 
the rate of the decade prior to 2009.4 Gross domestic product (GDP) per capita, in terms of purchasing 
power parity, has been essentially stagnant since 2011.5 
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F A L L I N G  R E V E N U E S  A N D  T I G H T E N I N G  F I N A N C E S  

The most recent blow was delivered by the falling price of hydrocarbons. Natural resources represent 
about 10 percent of Russia’s economy, but oil and gas have historically accounted for roughly half of 
federal budget revenues.6 Budget deficits were contained in 2016 because of the government’s deci-
sion to allow the ruble to float, supporting fiscal revenues in local currency terms, but the budget also 
made large draws on its reserve fund and limited the indexation of wages and pensions.7 High interest 
rates helped avert full-scale flight from ruble assets and protected the reserves of the Central Bank of 
the Russian Federation, but they also throttled investment and household consumption.8 

While the oil price hit fiscal accounts and domestic demand, the sanctions that were implemented 
beginning in 2014 were aimed at restricting foreign financing and investment. The measures that the 
United States and European Union deployed fell into three categories: blocking the financial transac-
tions of individuals close to Putin; restricting new financing and investment to certain large state-
owned banks and firms; and stopping sales of advanced oil and gas technology that would have helped 
Russia exploit its Arctic, shale, and deep-water reserves. The restrictions were intended to target 
mainly firms and figures close to power without undermining the European—or even the Russian—
economies. They were magnified by the threat of even more expansive measures, which forced Rus-
sian banks and firms into a scramble to repay their debts.9 Firms tapped markets in sixty separate Eu-
robond deals in 2012, but only a handful by 2015.10 In 2016, the Russian government made its first 
attempt to access markets since sanctions were imposed, but struggled to find Western banks willing 
to help raise even $3 billion.11 Not only were new lines of credit cut off, but the debt burdens them-
selves grew as the exchange rate halved.12 The government scrambled to inject money into struggling 
firms, including a massive $49 billion for oil giant Rosneft.13 

It remains too soon to judge the precise impact of Western sanctions. Critics of the sanctions found 
different things to dislike. Some viewed sanctions as not broad or painful enough to yield results.14 
Some have worried that the measures simply reinforced popular support for the government, which 
blames the country’s current economic woes on the West.15 And some argued that sanctions undercut 
the West’s primary aim of integrating Russia into the global community, and that Russia’s military ag-
gression toward Ukraine would be better answered with military assistance to Ukraine.16 Yet the sanc-
tions did demonstrate unity among the United States, Europe, and allies in Asia in opposing Russia’s 
actions in Ukraine. Though the sanctions did not in themselves further erode domestic support for the 
Putin government, it is not clear that they contributed to further rallying domestic support.17 Finally, 
though they did not drive Russia to retreat, they could have influenced Moscow’s decision to hold back 
from more aggressive actions in Ukraine.18 A U.S. State Department analysis argued persuasively that 
the sanctions’ economic effect was essentially as intended: significant damage to sanctioned firms 
deemed close to government decision-makers, limited direct consequences to Russian households, and 
only mild spillovers to the European economy and global financial markets.19 Though Russia’s current 
oil and gas revenues were not damaged, the restrictions on access to exploration technology will have 
greater bite over time as the oil price recovers and Arctic projects become economically viable but tech-
nically out of reach. 
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A  C U R E  W O R S E  T H A N  T H E  D I S E A S E  

The combined impact of sanctions and lower oil prices accelerated the Kremlin’s calls to reinforce Rus-
sia’s economic sovereignty. The central lesson Russian leaders took from the global financial crisis and 
current sanctions is that any steps toward integration with the West leads to dependence on the West, 
which ultimately creates a security liability. Pivoting dramatically from their post-Soviet strategy of 
economic integration, they began concentrating on measures to reinforce self-sufficiency. “We were 
naive to think that international economic rules would not be eroded by politics,” Putin told members 
of his government in January 2015. “This must encourage us to increase our sovereignty in the eco-
nomic sphere while remaining, of course, a natural, organic part of the world economy.”20 A govern-
ment study showed that dependence on imports nearly doubled between 2006 and 2013; the govern-
ment responded in 2015 by providing nineteen priority sectors with tax benefits and preferred access 
to state contracts to boost their self-reliance.21 The slide in the exchange rate reinforced the trend to-
ward import substitution, as did a retaliatory ban on some Western food imports. When sanctioned 
Russian banks found that they could not process Visa or MasterCard transactions, Russian officials 
launched a brand-new homegrown payments card, although it was not clear just how widely accepted 
it would be.22 

To replace lost Western financing, the government and the largest firms sought out new sources in 
Asia and the Middle East. Most prominently, they courted Chinese investment, loans, and contracts 
for significant oil and gas projects, including the vast Yamal LNG project in the Arctic.23 Gazprom 
Neft began accepting renminbi for the oil it sold through the Eastern Siberia-Pacific Ocean pipeline to 
China, and Putin has encouraged the practice across the oil and gas sector.24 Russian firms have also 
tried tapping into Middle Eastern capital: attempts have included a 2016 memorandum of understand-
ing between sanctioned Vnesheconombank and the Islamic Development Bank, and a murky injection 
of money from the Qatar Investment Authority into beleaguered Rosneft.25 

Yet the current path seems likely to lock in feeble growth, not reverse it. To be sure, Russia is hardly 
in crisis, given its current account surplus, low government debt, and ample Central Bank reserves. The 
long-term trends, however, suggest that a strong and durable recovery will be difficult. Without major 
new investment and technology, significantly expanding oil production will present challenges. Even 
a recovery in oil prices and corresponding boost in current revenues will not trigger rapid new invest-
ment flows into such an unpredictable and difficult operating environment. Beyond these immediate 
pressures, current demographic patterns, including low birth rates, will shrink the workforce by as 
much as 8 percent over the next fifteen years.26 The International Monetary Fund (IMF) and the Or-
ganization for Economic Cooperation and Development (OECD) both predict that Russian eco-
nomic growth will lag behind the world average for at least the next five years, further diminishing the 
country’s economic weight.27 
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Three Major Russian Goals Receding From View 

The widening gap between Russia’s development and that of its neighbors and partners will frustrate 
agendas crucial to Russia that depend on sustained economic strength. Economic constraints have 
posed few limitations so far on Moscow’s tactics to frustrate U.S. interests, but persistent weakness 
ultimately undermines other major Russian goals. For example, poor growth will further undermine 
Putin’s prized goal of building up the Eurasian Economic Union (EEU), which will remain a drain on 
resources rather than a viable post-Soviet commercial space. With efforts frozen to integrate with Eu-
ropean economies, Russian growth prospects will face further headwinds, and these economic rela-
tionships seem unlikely to expand much beyond the traditional flows of oil and gas. Finally, Russia’s 
lagging economic and technological progress relative to China’s will consign it to junior-partner status 
in the world’s fastest-growing region. 

T H E  B U R D E N  O F  T H E  “ N E A R  A B R O A D ”  

One of Putin’s central foreign policy aims is to bolster Russia’s weight in a world that seems to be 
evolving toward regional economic blocs. The EEU was meant to build on the post-Soviet customs 
union and the Eurasian Economic Community to serve as a counterweight to the European Union, 
giving Russia greater heft in its dealings with Brussels. At the same time, the EEU was also meant to 
help resist commercial encroachment from China and Europe into the markets of Russia’s immediate 
neighbors. At an early summit in 2011, Putin described the effort as “restoring natural economic and 
trade ties in the post-Soviet space.”28 

The vision was greeted skeptically by Russia’s neighbors and largely ignored by Europe and the 
United States. Moreover, its terms were one-sided from the start, as Moscow insisted on a customs 
union that aligned all members with Russian tariffs. Kazakhstan, for example, was required to increase 
some tariff lines—albeit after a transitional period and with compensation—complicating its accession 
to the WTO. The offer never seemed especially tempting to Ukraine, whose decision to opt for a trade 
agreement with the European Union accelerated the deterioration in relations with Russia even before 
Viktor Yanukovych’s government fell.29 Armenia, Belarus, and Kyrgyzstan were early members, but 
they hardly add much to the bloc’s economic weight. Meanwhile, Azerbaijan, Tajikistan, and Uzbeki-
stan seem to be dragging their feet about joining. Operationally, decisions in the EEU require a two-
thirds vote, but members effectively abdicate their trade policy to Russia, which accounts for four-
fifths of the area’s GDP, population, and landmass. 

Though there has been progress on integration, the EEU remains largely a collection of bilateral, 
and often subsidized, trading relationships rather than an integrated economic space. Indeed, rather 
than helping bolster Russia’s own economic weakness, it drains Moscow’s limited resources, and Rus-
sia’s recession and Western sanctions further cloud its prospects. Moscow’s ability to provide soft 
loans to its neighbors has been constricted by its own loss of access to Western finance, as well as by 
the recent economic downturn. The sharp depreciation of the ruble during the Ukraine crisis forced 
Kazakhstan to devalue the tenge, which imposed significant losses on its firms and citizens. Finally, 
Russia’s weak growth prospects have aggravated its deteriorating relationship with Belarus.30 Though 
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ostensibly still an economic priority, trade with EEU partners remains minimal compared to Russia’s 
trade with the European Union.31 

E U R O P E  A N D  T H E  L I M I T S  O F  I N T E R D E P E N D E N C E  

Russia’s crucial economic relationship with Europe faces daunting new challenges as well, which will 
restrict Russian efforts to grow beyond its traditional role as Europe’s principal supplier of oil and gas. 
Since the fall of the Berlin Wall, the case for European investment in Russia has rested on its low-cost 
production base and vast untapped consumer market. These are now far less compelling amid rising 
domestic costs and the unpredictability of the sanctions regimes. Russia also remains a difficult place 
to conduct business. The European Union continues to be Russia’s largest trading partner, but the 
flows have declined sharply amid sanctions and recession.32 

More damaging to Russia than the loss of investment and trade, however, is its relative and growing 
isolation from competitive pressures. Economic sovereignty has been sold at home as a means to pro-
tect Russian industry and agriculture in an increasingly hostile world. Limited and temporary protec-
tion can help when a targeted industry needs to boost productivity, but contemporary Russia faces 
much greater challenges. Russian productivity lags significantly behind its competitors in Europe and 
Asia. Imports of Western technology and know-how could spur catch-up, but continuing sanctions 
will make this more difficult.33 Moreover, Russia remains a relatively small economy, which makes the 
climb to the regional or international scale even steeper for most Russian firms.34 

Even the oil and gas trade faces pressures. In the next few years, production from Russia’s low-cost 
oil fields will not grow. The bulk of its untapped reserves would not be profitable to exploit at current 
prices, and development still depends on sanctioned Western technology. An end to sanctions and a 
spike in oil prices could reinvigorate trade with Europe, but the centralization of economic decision-
making and the opacity of business conditions will always limit the scope of the relationship. If Russian 
leaders have concluded they cannot depend on the West, the unavoidable lesson in Western corporate 
boardrooms is that long-term investment strategies cannot depend on improving relations with Russia. 

L A G G I N G  I N  T H E  W O R L D ’ S  F A S T E S T - G R O W I N G  R E G I O N  

If Russian influence over European events is diminished, its ability to shape developments in Asia—
where three-quarters of its own territory lies—is rapidly receding from view. China is not only larger 
economically, more diverse, and faster growing, but it has also developed a robust web of trading and 
investment relationships across Asia. China’s Belt and Road Initiative to export excess industrial ca-
pacity and finance infrastructure through the China Development Bank and the Asian Infrastructure 
Investment Bank represents a coherent and well-resourced strategy to deepen relationships across 
Asia, the Middle East, and North Africa. Even an open, growing, and integrated Russia would have a 
difficult time keeping up with the scale and scope of China’s efforts, and the current trajectory of Rus-
sia’s economy makes for an ever-widening gap. Russia participated in the New Development Bank, 
but it has been slow to launch and remains dominated by China and India. 

With access to Western finance restricted by sanctions, Russia has actively courted Chinese sources, 
but the reception there has been limited and careful. Chinese government officials and business exec-
utives have preferred to take advantage of Russia’s current predicament and weaker bargaining power 
as they negotiate a strategic economic relationship. During Putin’s 2014 trip to Shanghai at the height 
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of the Ukraine crisis, Russia and China committed to settling more bilateral trade in their own curren-
cies rather than in dollars. At the same time, however, Gazprom accepted lopsided terms on a thirty-
year gas contract with China National Petroleum Corporation.35 

Chinese investors, like everyone else, have found Russia’s business environment difficult, and 
China’s banks have been careful not to let any ties to sanctioned Russian entities muddle their rela-
tionships with U.S. and European officials, where much larger markets could be put at risk. While the 
Russia-China trading relationship had reached nearly $100 billion in 2014, it had fallen almost a third 
by 2016 on low commodity prices.36 
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The Limited Implications for U.S.-Russia Relations 

As economic constraints steadily erode elements of Russia’s agenda with its most important neighbors 
and partners, they have had little effect on issues that matter to the United States. Soviet officials had a 
long tradition of conducting an active foreign policy in spite of the limitations of their sclerotic econ-
omy. In recent years, facing similar challenges, the Russian government has deployed carefully timed 
diplomatic initiatives, targeted soft loans, and public diplomacy to frustrate perceived overreach by the 
United States. Moscow’s most notable recent initiatives are the cyberattacks that aimed to influence 
the outcomes of elections in the United States and Europe. For now, U.S. policymakers have few 
choices beyond countering obstreperous Russian behavior with straight talk, continued sanctions, and 
military readiness. Yet the United States should also be prepared to act if economic pressures begin to 
trigger even some reordering of Russian priorities. These will not be easy to identify, but they could 
represent the best path to a more stable bilateral relationship. If fundamentally different worldviews 
make it impossible for Washington and Moscow to be allied or even aligned, then the best that can be 
expected is for the United States to encourage cooperation that advances U.S. interests while resisting 
behavior that does not. 

A N  U N E X P E C T E D L Y  S T R O N G  H A N D  

Though U.S. policy has traditionally aimed to build a cooperative international order based on liberal 
and democratic principles, Russia continues to view the world through spheres of influence and zero-
sum games that are meant to thwart what it sees as misguided U.S. overreach.37 As the Cold War 
ended, there were areas of significant cooperation, but tensions mounted rapidly due to the two coun-
tries’ fundamentally different interpretations of events in the Balkans, the Middle East, and North Af-
rica. Those tensions also helped to consolidate Russia’s domestic power structures, including by serv-
ing as a helpful excuse for the crackdown on political opposition. By the time of the Ukraine crisis, it 
was not difficult for Russian leaders to paint a picture of a hostile world seeking to block Russia’s re-
surgence.38 Putin’s most colorful metaphor for the relationship portrayed Russia as a harmless bear 
and Western countries as eager to “put him on a chain, and as soon as they succeed in doing so, . . . tear 
out his fangs and his claws.”39 

So far, Russia’s economic woes have not substantially undermined its military strength, even if there 
have been signs of belt-tightening. The government proposed cuts to its defense budget in October 
2016, but overall military spending remains substantial, at 4.7 percent of GDP.40 Though Putin has 
confirmed further cuts for next year, he has also promised that they will not affect current plans to 
modernize.41 Protecting elite troops from budget cuts would certainly help ensure that Russia’s imme-
diate neighbors pay attention. Its nuclear arsenal is also in line for an upgrade, amid a rapidly fraying 
consensus on arms control.42 Interventions in Syria and eastern Ukraine have hardly been limited by 
budgetary concerns, and diplomatic efforts to frustrate U.S. agendas in the Balkans, North Africa, and 
even Central America carry few direct financial costs.43 Russia’s challenge to the United States also 
benefits from increasingly assertive Chinese naval activities in the Pacific, which come at no direct cost 
to Moscow. These efforts can be amplified through Russian public diplomacy and active measures, 
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which are both effective and cheap. Most often, the reasonable response from the United States to 
such forays is vigorous diplomatic resistance backed, where appropriate, by additional financial sanc-
tions. New sanctions should be weighed against their potential to further encourage financial mecha-
nisms that bypass the dollar, such as driving more oil trade into renminbi. Still, sanctions do inflict a 
direct cost, and expanded measures could make that cost rise. 

I M A G I N I N G  R U S S I A N  C H A N G E  A N D  A  U . S .  R E S P O N S E  

Russians’ stamina in the face of economic hardship is legendary, but on this economic trajectory their 
sense that their country is falling further behind their neighbors and rivals will grow.44 Russia’s leaders 
will long be haunted by the historical lesson that Mikhail Gorbachev’s reforms improved the economy—
and also triggered the country’s collapse. At some point, however, lagging standards of living at home 
and declining economic weight abroad could lead them to accept these risks. There could be fresh in-
centives for Russia to reinvigorate its economy, and its foreign policy aspirations, with foreign invest-
ment and technology. While his influence remains limited, even Prime Minister Dmitry Medvedev 
acknowledged in a 2015 article that “[i]t is hard to name countries that have made continuing, steady 
progress by prolonged self-limitation in trade.”45 As Russia’s relative economic influence begins to 
wane among its immediate neighbors in Europe and Asia, its leaders could become willing to recon-
sider self-defeating policies, including in areas that matter to the United States, whether in Ukraine, 
the Middle East, or cyberspace. If cooperation in these areas seems fantastic today, it could be easier to 
envision conversations on shared concerns such as nuclear nonproliferation or Islamist extremism. 
Such an evolution is hardly inevitable, but it behooves U.S. policymakers to prepare. Some would pre-
fer to maintain the pressure until the Russian economy collapses, in the hope that pro-Western demo-
crats emerge from the debris, but this is fanciful thinking. Cooperation with Russia is not an end in itself, 
but Washington should stand ready to encourage positive movement that advances U.S. interests. 

If signs of real change do appear, they will likely be tentative and limited, and they will only be cred-
ible if they demonstrate Russia’s willingness to make concessions to resolve current sources of tension. 
The precise shape of what will count as progress is difficult to predict. In Ukraine, for example, con-
cessions would probably involve, at the very least, abandoning efforts to weaken the country. In Syria, 
any settlement will likely need to include Russia’s acceptance of a new regime. Given how difficult it 
will be to dismantle U.S. sanctions that are now enshrined in law, policymakers in Washington would 
need to consider some targeted incentives to respond to a new Russian policy direction while sanctions 
are still in place. U.S. policymakers will need to think creatively, for example, if there is ever real pro-
gress on a Ukrainian settlement that balances territorial sovereignty with the rights of ethnic Russians. 
Though Russian leaders will likely withhold their final concessions until all economic sanctions are 
lifted, the United States and Europe might, for example, develop a roadmap for a closer relationship 
with the Eurasian Economic Union. This could start with informal consultations on commercial stand-
ards and regulatory alignment, but ultimately lead to a plan to negotiate investment and trade agree-
ments. Formal deals will take many years to design, let alone ratify, and will not be possible without 
significant reforms within the EEU, but the prospect of better economic opportunities for Russia’s 
immediate neighbors could prove attractive. Other organizations, such as Asia-Pacific Economic Co-
operation and the WTO, could help the EEU with reforms to improve the investment climate and fa-
cilitate greater trade flows. The European Bank for Reconstruction and Development and the World 
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Bank, which have limited their loans to Russia since the Ukraine crisis began, could resume some lend-
ing. Restrictions on trade and financing could also be relaxed within the limits of current legislation in 
response to progress on a settlement around Syria. In time, a more muscular Chinese foreign policy in 
Asia could create the basis for limited coordination. Conceivably, cooperative development projects 
in South Asia, for example, could provide a counterweight to Beijing’s efforts there. New trade and 
investment talks will not advance far without real domestic economic reform, and that will inevitably 
be a tortuous and uncertain process. Yet any path toward a better relationship will be fitful—as it was 
with the Soviet Union, and is today with China. 
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Conclusion 

As Russia continues an indefinite period of economic underperformance, its leaders will endure dis-
appointing results for a long time. Meanwhile, they will continue to draw on a range of relatively inex-
pensive measures to frustrate U.S. foreign policy. If anything can trigger a change in Russian behavior, 
however, it might well be the realization that its dwindling economic weight is undermining its foreign 
policy goals. In the next few years, friction will likely require the United States to consider more eco-
nomic sanctions in the absence of other measures that avoid military escalation. Over time, however, 
Russia’s leaders may realize that their economy cannot catch up and that without a fresh approach, a 
global role will remain beyond reach. They could be ready to seek limited accommodation in Ukraine 
or Syria, for example, if that cooperation helps alter their country’s current economic trajectory. For 
U.S. policymakers, identifying real signs of change in the current climate could be just as difficult as 
deciding how to respond. Russia’s transformation into a less confrontational power is difficult to im-
agine even in a post-Putin era, but even limited cooperation could help reduce tensions, manage poten-
tial crises, and advance U.S. interests. 
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