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MEMORANDUM FOR THE PRESIDENTCLINTON LIBRARY PHOTOCOPY
FROM: Lawrence H. Summers
SUBJECT:  Core Themes for Ongoing United Stales Engagement with Russia

You asked me to forward to you my thoughts on the core themes of our public and pnvate
engagement with Russia in the coming months.

Clearly, as Strobe’s recent memo to you highlighted, we must continue to stand by the principle
upon which your Russian policy has rested since 1993. The United States has an enormous”
strategic stake in a peaceful democratic transition in Russia and we must seize every realistic
opportunity to make a difference ~ even as we recognize the enormity of the obstacles in
Russia’s path and the limits on our capacity to help.

It will, however, be critical going forward that we not appear insensitive to the pain that Russians
have suffered or to the policy implications of the developments of the past year.
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Russia is not making economic policy progress and, in a climate of intense pre-election
maneuvering, the government s not credibly commutted to a reformist agenda.

» Longstanding problems of corruption and abusive concentration of economic power seem to
be getting worse not better.

+ Largely as a result of these factors, market-oriented reform, for the moment, lacks a solid
constituency in Russia ~ and United States domestic support for helping Russia has eroded.

Our hard-headedness needs to be reflected in our public discussion of Russia as well as in the
substantive. direction of our policy of engagement. We should not promis¢ too much f'or the
future por claim too much for the past.

KKey poims to make pubiicly:

. Russxa 18 £oday a very different country than it was a decade ago, m ways of profound
importance to the national secunty of the United States.

. To be surc there are many rgspects in which Russm s transition has not procecded as Clth€1
we or the ‘Russian people would havc hoped But dxsappomtmcm cannot give way to
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d:scngagement Events in Europe carlier in this century teach a powerful lesson about th
couscquences of isolating fallen great powers in periods of mtcmal turmoil.

s We have an enormous stake in Russia’s becommg a stable market democmcy, and we will’
contmue to support that outcome in every way feasible. But Russia will shape its own
destiny. We cannot want change more than the Russians themselves do.

« Recent events have once again underlined why conditionality of international support needs -~
always to be applied vigorously to ensure that money flowing into a country does not flow
right back out again — and that the net result of our efforts is not just a higher level of official
debt. N ' )

e This has mformed our support for a reschcdulmg of Russm 5 btlateral debt that is hmztcd
both in scope : and durauon It is-also reflected in the terms,of th ent I} lMF program, which

| K S prov1dmg funds in the, form of Specn ,Drawmg Rights, pald

into an accoum in the United States,which can be used. only:to repay Russian obhganom to

the Fund. The program also requires Russia to provide an adequatc accounting of various
practices at the central bank as well as the July 1998 IMF disbursement.

« Bilateral and multilateral support for Russia in the fumre W1Jl be shapcd by thc same kind af
realism.

Key elements of policy going forward:
e Setting the realistic aspiration of maintaining a minimum level of stability in Russia.
»  Conditioning further IMF tranches on there being effective safeguards that lending will not

he misappropriated, a satisfactory accounting of relevant central bank activitics, and genuine
broad-based implementation of reforms, not just commitments.

*  With respect to future bilateral and multilateral efforts in Russia:

» Condemning corruption and actively supporting measures that reduce its influence in
Russia and potential impact on the United States.

« Supporting steps that will encourage the development of dcnmcrahc institutions and a
functioning rule of law.

e Finding nontraditional routes for our engagement that focus more directly on those
leaders and parts of the country that are most receptive to positive economic and political
change ~ the young especially.



