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THE FATE OF RUSSIAN NUCLEAR CITIES

Thelssue

At the height of the Cold War, the Soviet Union employed as many as 600,000
scientists, engineers, researchers, and technicians located in ten secret, highly restricted
“nuclear cities.”* For over 50 years, these ten cities were closed to the outside world as
they developed and built nuclear weapons for the Soviet nuclear arsenal. With the end of
the Cold War, Russia concluded that it could no longer financially support its vastly
oversized nuclear weapons complex and decided to reduce staff size significantly by the
year 2005.2

Today, formerly well-paid nuclear specialists are paid meager wages that are often
delayed for severa months, and the standard of living in the closed cities has dropped
significantly. With up to 150,000 individuals likely to be affected by the reductions, there
is the serious risk that the scientists and engineers who had worked in these nuclear cities
could be persuaded to work for terrorist groups or “rogue” states.®

The United States and Russian nuclear complexes, while comparable in size, differ
greatly in the manner in which they are maintained. The United States has a program of
maintaining a stockpile of warheads with arelatively long shelf life, while the Russian
nuclear complex, because of manufacturing and technological problems that limit the
lifetime of Russian warheads to 10-15 years, relies on the continual production of new
nuclear warheads.*

Although the United States and Russia plan to reduce their deployed strategic nuclear
weapons under the Strategic Offensive Reductions Treaty (SORT) (also known as the
Moscow Treaty), some fear that Russia’ s warhead production capability givesit a
significant “breakout potential”—the ability to begin rapidly producing new nuclear
weapons. Consequently, they believe that the United States must maintain a large
stockpile of non-deployed warheads as an emergency backup. On the other hand, Russia
is highly concerned about the large U.S. nondeployed nuclear stockpile.®

Concerns on the part of both countries about the * breakout potential” of the other
threaten to hinder further reducing the nuclear threat inherited from the Cold War.°
Additionally, the closing of Russian nuclear facilitiesin order to reduce or end Russian
nuclear warhead production raises the problem of how to reintegrate into the mainstream
the scientists and engineers who were once employed in weapons production.
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Both problems—how to re-engage unemployed scientists and workers after warhead
research and production facilities have been reduced and how to reduce and possibly end
Russian warhead production—have the potential to pose imminent threats to U.S.
national security and must be addressed expeditioudly.

In 1998, an agreement between the United States and Russia established the Nuclear
Cities Initiative (NCI). This cooperative program, which is jointly managed by the U.S.
Department of Energy (DOE) and the Russian Ministry of Atomic Energy (Minatom),
works to:

Provide civilian non-weapons related employment opportunities for former weapons
scientists;

Promote Russian economic development and diversification by sharing U.S. expertise
in areas such as diversification strategies, venture capital, market analysis, and
marketing of products and services,

Support and enhance non-weapons related expertise by devel oping entrepreneurial
skills; and

Assist in creating the conditions necessary for economic development and conversion
in the nuclear cities.”

To date, the NCI has converted six buildings totaling 550,000 sg. ft. to civilian use at
the Avangard Electrochemical Plant, employed the equivaent of 370 full-time personnel
in nonmilitary work, created two International Development Centers, two Open
Computing Centers, and two Nonproliferation Centers, and attracted nine commercial
firms to invest in the cities, including software, information technology, medical,
electronic and automotive firms.®

The Department of Energy also operates the Initiatives for Proliferation Prevention
(IPP) program. The IPP identifies and develops non-military applications for defense
technologies and creates long-term, nonweapons-related jobs for former Soviet weapons
scientists and engineers in the commercial marketplace. As of June 2000, this program
had approved 511 projects, engaging over 8,000 scientists, engineers, and other staff at
more than 170 institutes in Russia and the former Soviet states (FSU). Seventy percent of
the proj 9ects have been in the nuclear sector and 30 percent in the chemical and biological
sectors.

In the Energy and Water Development Appropriations Act for FY 2002 (Public Law
107-66), the NCI and PP were combined into a single line item under the heading
Russian Transitions Initiatives (RTI).

Recent L egislation

The Energy and Water Development Appropriations Act for FY 2002 (H.R.2311,
which became Public Law 107-66) combined NCI and IPP funding under the Russian
Trangition Initiatives (RT1) budget item and provided $41 million for the programs.

The National Defense Authorization Act for FY 2000 (S. 159, which became Public
Law 106-65) allowed no more than 35 percent of |PP funds to be expended by the



Department of Energy national |aboratories to carry out or provide oversight of any
activities.

Obstacles

The NCI program, though applicable to al 10 nuclear cities, is currently restricted to
the three pilot cities of Sarov, Snezhinsk, and Zheleznogorsk.

Restricted access to, and the remote locations of, the closed cities continue to be
barriers to the success of the transition programs.*°

Legislative support for the NCI and IPP programs has been weak and restrictions
placed on the programs have reduced their effectiveness

Inadequate administration of the NCI and poor project selection has lead to much of
the funding being spent in the United Sates.**

Q&A

Q. How doesthe Nuclear CitiesInitiative (NCI) differ from the Initiatives for
Proliferation Prevention (1PP)?

A. IPP engages former Soviet weapon scientists at institutes across the states of the
former Soviet Union (FSU) in applied research projects having high commercial
potential. These scientists continue to work at institutes both inside and outside the
Russian nuclear cities, and comprise former biological and chemical weapons
researchers and missile development experts in addition to nuclear scientists. NCI, on
the other hand, seeks to reduce the size of the weapons complex through economic
diversification. NCI has converted machine shops and processing facilities from
weapons work to civilian use, reduced the footprint of one major Russian nuclear
complex, and re-directed high-performance U.S. origin computers from weapons-
design work to civilian activities. Thisis very different from IPP s focus on jobs
creation within the institutes and technology commerciaization. Thanksto a
Government-to- Government Agreement, NCI pays no taxes or customs duties. |PP
makes arrangements to send its payments through other engagement programsin
order to avoid such additional costs.*?

Q. What are other related U.S. Government nonproliferation programs?

A. In addition to NCI and IPP, two other so-called “brain drain” or “expertise”
programs are the International Science and Technology Center (ISTC), and the U.S.
Civilian Research and Development Fund (CRDF). ISTC, a multilateral nonprofit
organization with funding from the United States, Japan, and the European Union,
provides research and development grants and training to Russian weapons scientists
working in non-defense fields. CRDF is a nonprofit organization that promotes
scientific and technical collaboration between the United States and the states of the
former Soviet Union.*

Q. In what ways does the U.S. Gover nment mitigate the risks of doing business
in the closed cities?

A. The lega framework provided by the NCI Government-to-Government Agreement
and the cooperation between MinAtom and the Department of Energy’s National
Nuclear Security Agency provide a measure of assurance and stability to U.S.
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industry in the closed cities. NCI conducts export control reviews and ensures that
due diligenceis carried out on al proposals. The Russian Government offers tax
incentives in the closed cities that make them attractive for local enterprises and their
partners.'*

Q. Arethere processesin place to ensure that projects approved by NCI have
the potential of becoming commer cially viable?

A. NCI has formal processes in place for review of the projectsit funds, including
review for commercial viability. This review process involves interagency
participation as well as outside contractors with the background and expertise to do
commercia reviews of Russian projects. In addition to assessment for commercial
viability for commercial and technology projects, projects are reviewed to ensure that
there is no duplication between programs, no export control issues, and no military
dual use concerns.™

Talking Points

The lack of opportunity for Russian nuclear scientist and workers to obtain
sustainable civilian jobs creates the risk that the knowledge and expertise of these
scientists and workers will be exported to the highest bidder.

By providing financial and technological assistance to aid in the closing of Russian
nuclear cities, U.S. national security is strengthened by reducing the size of the
Russian nuclear complex and securing nuclear expertise and materials against
proliferation.

To increase the effectiveness of the NCI and |1PP, a broader set of tools should be
employed, including: exploring retirement incentives and pension subsidies, as well
as bolstering analytical research on the problems faced in building down the Russian
WMD complex. ®

Factoids

The Nuclear Cities Initiative is responsible for the transitioning of 370 full-time
personnel out of the weapons complex. *’

The Initiatives for Proliferation Prevention (IPP) has engaged over 8,000 scientists,
engineers and other staff at more than 170 institutes in Russia and the former Soviet
Union (FSU).

The Nuclear Cities Initiative (NCI) has opened two Open Computing Centers
(OCC)—in Sarov and Snezhinsk—to provide alternative, non-defense employment
for VNIIEF programmers and software devel opers through work with Western and
Russian commercia clients.

Russia s nuclear weapons scientists and technicians are sought after by terrorists, yet
Russiais no longer able to provide for al of its weapors scientists and technicians.
Consider the following statistics:

o Morethan 62 percent of employees earn less than $50 per month,
o 58 percent are forced to take second jobs to earn money,



o 89 percent report adecline in living conditions since 1992, and
o 6 percent express interest in moving “any place at all.”8

VII. Applicable Treaties, Legidation, and Other International Agreements
Agreement Between the Government of the United States of America and the

Government of the Russian Federation on the Nuclear Cities Initiative (NCI) signed
in September 22, 1998.1°
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