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ABSTRACT

Relevance. In 2022, Russia has been facing unprecedented sanctions pressure,
which has created a need to reconsider the established classifications of sanctions.
As the new challenges arise, one has to deploy not only the current analytical
resources but rely on the integrated conceptualization of earlier cases.

Research objective. The study aims to describe and test methodology for analy-
sis of sanctions regimes by using the current data on the sanctions against Russia.
Data and method. The study relies on the methods of case study and statistical
analysis and uses the data provided by Rosstat, Central Bank of the Russian Fede-
ration, Castellum.AI, UNCTAD.

Results. The study proposes a base model of sanctions which combines two dimen-
sions — the areas of foreign economic activity impacted by the restrictions and the
factors that determine the sanctions’ influence on the target country. It is shown how
the proposed model can be adjusted for the analysis of the Russia sanctions regime.
Conclusions. The sanctions put considerable pressure on Russia’s economy be-
cause by the nature of their impact and scope they far exceed the scale of the
restrictions that were previously applied to other countries. To withstand the
sanctions pressure, a serious revision and reorganization of the country’s foreign
trade structure and domestic economic policy is necessary.
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IlepecMOTp COBpeMEeHHBIX KIaccudpuKauuii cCaHKITUMI
B CBeTe CAHKIMIOHHOTO pekuMa B oTHoueHuu Poccun

A.A. ITo6eguu 4

Ypanvckuii uncmumym ynpaenenus — punuan PAHXul'C, Exkamepun6ype, Poccus; >4 pobedin-aa@ranepa.ru

AHHOTAIIUA

AxryanpHOCTB. B 2022 rogy Poccus cTonkHymach ¢ OecriperjeleHTHbIM CaHK-
L[MOHHBIM IaBJIeHJeM, YTO BbI3BaJI0 HEOOXOMMOCTD [IepecMOTPa YCTOABIINXCS
Knaccudukanuit cankuuii. [To Mepe BOSHMKHOBEHNS HOBBIX 3a/1a4 IIPUXOANUTCS
3a/Ie/ICTBOBATh HE TONBKO TEKYIME aHAIUTUYECKIE PECYPChI, HO M ONMPAThCA
Ha MHTEIPUMPOBAHHYIO KOHILIENTYa/IM3aLMI0 IPEbIAYIINX CITy4Yaes.

Henb nccnegoBanus. Llenbio nccieqoBanms ABAAETCA ONMUCaHNUE U IPOBepKa
METOZOJIOTUY aHa/lIN3a PEXMMOB CAaHKLMII C UCIONb30BaHMEM TEKYIINX JjaH-
HBIX O CAaHKIMAX NpoTuB Poccum.

JanHble M MeTOAbl. ViccnenoBaHme onmpaeTcsa Ha METOAbBI Kelic-CTaiu U CTa-
TUCTUYECKOTO aHa/I3a U MCIoMb3yeT flanHble Poccrara, IIb PO, Castellum.Al,
UNCTAD #u ipyrux UCTOYHMKOB.

Pesynbrarsl. B mccnegoBanum mperaraetcs 6a3oBasi MOfe/lb CaHKI[MIA, KO-
TOpast coueTaeT B cebe /jBa n3MepeHns — cepbl BHEIIHEIKOHOMIUYECKOI Jie-
STe/IBHOCTHM, HA KOTOpBIE BIMSIOT OrpaHMYeHys, ¥ (aKkTopsl, ompefensoiue
BIMsAHME CAaHKLMIT Ha CTpaHy-MuILeHb. [IokasaHo, KaK NpeJIoKeHHas MOJe/b
MOXKeT OBITh afJalITUPOBaHa [JIs aHa/IM3a CAHKI[MOHHOTO pexkxnmMa Poccun.
BpiBoppl. CaHKIIMM OKa3bIBAIOT 3HAUMTENbHOE JIaBleHNe Ha S5KOHOMIUKY Poc-
CUM, TAaK KaK TI0 XapaKTepy CBOETro BO3/EICTBUA U Pa3Maxy OHM HAMHOTO Ipe-
BOCXOJISIT MacITabbl OrPaHMYIEH T, paHee IPUMEHSIBIINXCS K [PYTUM CTPaHaM.
Yro6BI IPOTUBOCTOATH CAHKIVIOHHOMY JJaB/ICHNIO, HEOOXOIVM Cepbe3HbII ITe-
PecMOTp U peopraHM3alisl BHEIIHETOPIOBOI CTPYKTYPbI CTPaHbl ¥ BHYTPEH-
Hell 9 KOHOMIYECKOV MMOMUTUKIA.
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Introduction

Since the 20" century onwards, sanctions have
been the tool of choice for policy-makers seeking
ways to respond to major geopolitical challenges.
A great deal of research has thus been devoted to
the phenomenon of sanctions, whose scope and
characteristics have been changing significant-
ly over time. Depending on the specific research
focus and national context, a variety of sanction
classifications has been proposed based on dif-
ferent methods, dimensions and criteria. In view
of the current Russia sanctions episode, more re-
search is necessary to examine the complex theo-
retical and practical challenges connected to the
questions of sanction design and implementation.
Not only is it essential to deploy the current ana-
lytical resources but to rely on the integrated con-
ceptualization of earlier cases.

The aim of this study is to analyze the existing
body of research on sanctions to develop a relevant
model of sanctions regime and to use the current
Russia sanctions data to test the new approach.
This aim determines the following research goals:
to investigate the key approaches to the classifica-
tion of sanctions; to develop a model of sanctions
regime; and to adjust this model to the current
context of the sanctions against Russia.

The key terms used in this paper include the
sender (or the sender country), that is, the country
(or countries) that threatens or imposes sanctions
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in relation to specific countries or other entities
and the target (or the target country), the state
subjected to restrictions.

The article comprises the following sections:
Theoretical framework, containing the review of
the research literature on sanctions; Data and
Methodology, which describes the proposed
model of sanctions and its elements; Results,
which shows how the model can be adjusted in
relation to the current sanctions regime against
Russia; and Conclusions.

Theoretical framework

As the breadth and depth of research on
sanctions is growing, so is the diversity of angles,
perspectives and approaches to the classification
of sanctions. The existing classifications vary sig-
nificantly, both in terms of the dimensions and
criteria applied and the terminology used. For
instance, the study by Askari et al. (2003) dis-
tinguishes between the following types of inter-
national economic sanctions: purposeful , pallia-
tive, punitive, and partisan. Purposeful economic
sanctions are meant to coerce the target country
to change its policy by inflicting economic losses.
Palliative economic sanctions are aimed to signal
the sender’s disapproval of the behavior of the tar-
get country. Such sanctions are usually intended
for the public within the target country, the sen-
der country, or the international audience. The
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crucial aspect of palliative sanctions is that they
aim to express the sender’s displeasure at the
target’s behaviour rather than change the tar-
get’s policy. Punitive economic sanctions include
measures ‘to cause some demonstrable economic
loss for the target nation” while the goal of ensur-
ing a change in the target’s behaviour or policy
is secondary (Askari et al., 2003, p. 95). Partisan
economic sanctions may Tresult in an economic
benefit or loss for a particular group in the sender
country’ (Askari et al., 2003, p. 95).

Hufbauer et al. (2009) identify the two key
types of sanctions: trade (export and/or import
control) and financial. In most cases, trade sanc-
tions and financial sanctions can be combined.
Hufbauer and his colleagues believe that financial
sanctions are usually more effective than trade
sanctions because the former are easier to intro-
duce and control, they are also harder to evade
or circumvented with the help of third-coun-
try partners. It can be costly and complicated to
counter the effects of financial sanctions on the
private sector. A special type of sanctions, which
has been gaining popularity recently, according to
Hufbauer and his colleagues, is asset freeze of the
target country and designated individuals or or-
ganizations in this country. Asset freezes not only
stop financial flows but also impede trade. This
measure is often combined with comprehensive
trade controls. Merchandise in stock, real pro-
perty assets, and bank accounts qualify as assets,
which is why after the announcement of asset
freeze, everything that is owned by the sanctioned
country, its legal and physical persons can be tar-
geted with this measure.

Dmitrieva (2015) proposes the following clas-
sification of international sanctions: by the degree
of the senders” openness about the sanctions’ ob-
jectives (explicit and implicit); by the tools used
(economic and non-economic); by the scope
(comprehensive, moderate, limited (selective),
targeted (smart)), and by the number of partici-
pants (unilateral, multilateral and international).
Comprehensive sanctions may have dire humani-
tarian consequences, which is why they have been
less in use in recent years. Moderate and limited
sanctions are targeted at specific sectors and sub-
sectors; targeted (smart) sanctions are imposed
on designated physical and legal persons. Eco-
nomic sanctions may be divided into trade (ex-
port and import sanctions); financial (restrictions
on financial transactions, precious metal transac-
tions, and investment); sanctions on services (in-
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surance, banking, brokerage, payments systems,
transport); and sectoral (energy, finance, defense,
agriculture, etc.).

Rosenberg et al. (2016) propose a classifi-
cation of sanctions by target, that is, sanctions
targeting states versus non-state actors (e.g. nar-
co-traffickers or terrorists). Sanctions against
states may have significant negative effects on for-
eign investment, corruption, ease of doing busi-
ness and other spheres in target states. Sanctions
can be also divided into groups depending on the
desired objective: they may be used as tools of de-
terrence (deprive the target of the necessary funds
and support) and coercion (compel the target to
change their policy or behaviour). The typology
of the US sanctions comprises three groups —
trade, targeted (smart), and sectoral sanctions.
Trade sanctions are primarily aimed at reducing
foreign investment and international trade. Tar-
geted trade sanctions may include financial mea-
sures, that is, restrictions on legal and physical
persons’ access to the international financial sys-
tem, and non-financial measures, which disrupt
travel and visa rules for physical persons. Sectoral
sanctions mean restrictions focused on transac-
tions with specific industries rather than on the
whole economic system.

Filipenko et al. (2020) describe three types of
economic sanctions - trade, financial, and targe-
ted. For each of these types, two directions of the
impact are possible - positive and negative. Trade
sanctions are aimed at the target’s foreign trade:
in their positive version they may involve the sen-
der’s decision to ease the restrictions (for exam-
ple, tarift reduction or removal); in the negative
version, trade sanctions take the form of partial
or complete embargo. Financial sanctions imply
either stimulation or restriction of the targets
financial and investment flows. Such sanctions
are usually imposed by international financial
institutions such as the International Monetary
Fund and World Bank. Targeted sanctions, also
often referred to as “smart sanctions», include
travel bans, restrictions on the transfer of tech-
nology and intellectual property. While scholar-
ly attention is usually focused on negative targe-
ted sanctions, there are also their positive forms,
which may include humanitarian assistance. The
key spheres where sanctions are implemented are
culture and sports, diplomacy, transportation,
communications, cooperation for development,
military cooperation, finance, trade, and criminal
justice (Filipenko et al., 2020)
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Smirnov (2019) groups the sanctions accor-
ding to their scale of impact: global, interstate, na-
tional, corporate, and personal. The global level
corresponds to the sanctions imposed by inter-
national organizations. Such sanctions can wreak
most damage and depend on the authority and in-
fluence of the sender organization. The interstate
level corresponds to the sanctions imposed by
specific countries (or groups of countries) in re-
lation to other countries. The national level corre-
sponds to the sanctions targeting specific govern-
ment agencies, government officials, businessmen
and politicians as well as legal entities, regions,
and sectors of economy. The effectiveness of such
sanctions directly depends on the target country’s
economic potential. The corporate level corre-
sponds to companies operating inside and out-
side the target country. The effectiveness of such
sanctions depends on the degree of diversification
of such companies and their embeddedness into
the global organization of production. The per-
sonal level corresponds to the sanctions imposed
against specific state leaders or groups as well as
specific citizens. Depending on the methods and
tools the sanctions use, they can be divided into
diplomatic (political), industrial, commercial and
economic, financial, scientific, sports and cultu-
ral, and travel restrictions.

Ellis (2021) distinguishes between direct and
indirect sanctions. Direct sanctions are aimed at
changing the undesirable behaviour of the target’s
government by limiting its access to resources. If
such undesirable behaviour involves militariza-
tion and aggression toward neighbouring coun-
tries, direct economic sanctions may include bans
on the supply of weapons and military technolo-
gy, supply of oil, bans on loans and other resour-
ces that can be used by the government to fur-
ther pursue militarization. Indirect sanctions, in
their turn, are not intended to change the target’s
behaviour but are seen as a way to trigger pro-
tests and encourage collective action to pressure
the target’s government into changing its policy
to avoid losing power. In other words, the send-
er may seek to turn citizens of the target coun-
try into its agents of influence. The sender state
may proceed from the assumption that the target
country’s government will change its policy to
avoid the negative economic and political conse-
quences. Indirect sanctions can be used to com-
plement direct sanctions.

Arkhipova (2017) proposed to classify in-
ternational sanctions by dividing them into four
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groups: by sender type and number; by direction;
by scope; and by the spheres they target. Sanctions
by sender type can be divided into national (in-
troduced by a group of states or one state from
the group of developed countries) and organiza-
tional (imposed by international organizations);
by sender number, into unilateral (taken by one
state) and collective. Sanctions by direction can be
divided into unilateral and multilateral, which, in
their turn, are divided into countersanctions and
derivative (secondary, exterritorial). Sanctions by
scope are divided into comprehensive and targe-
ted, which comprise personal sanctions (imposed
on physical persons), sanctions on legal persons,
categorial (related to specific commodities), sec-
toral and regional. Finally, regarding different
spheres of public life, sanctions can be divided
into diplomatic, cultural (art, culture, and sport);
and economic, which include sanctions imposed
on trade and financial flows and on sectors (ener-
gy industry, defense, agriculture).

Quite predictably, many researchers believe
that trade sanctions play a special role since they
are among the most widely used tools of foreign
economic policy. The senders usually have a sig-
nificant economic potential (e.g. the USA, Japan,
EU countries) while the targets are highly depen-
dent on trade with the leading countries. Exports
controls are more popular than imports controls
because the manufacturers of certain goods in the
sender countries far outnumber the customers.
Moreover, in the case of the USA, which is one
of the most active sender states, there are legal
reasons for the government to prefer exports over
imports control because under the Export Con-
trol Act, the US President has much more powers
to control exports rather than imports in pursuit
of the U.S. foreign policy goals (for more on this
see (Kirichenko, 2015)).

Another favoured tool used by policy-ma-
kers to put pressure on the target country is the
financial sanctions. As noted above, financial
sanctions usually imply restrictions on access to
credit resources and international financial in-
frastructure and restrictions on international fi-
nancial transactions. Financial sanctions can be
divided into three subgroups: sectoral (the Sec-
toral Sanctions Identifications List (SSI List));
the Specially Designated Nationals And Blocked
Persons List (SDN); and soft sanctions (Orlova,
2014). Sectoral financial sanctions hamper ac-
cess to credit in the EU and America for banks
and companies, although the latter can still
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effect payments, in other words, such restrictions
force organizations to change their composition
of balances and increase the amount of internal
financing. The SDN List sanctions impose strin-
gent financial restrictions on currency payments,
which means that companies have to adjust the
geographical structure of their international fi-
nancial flows. Soft sanctions are not officially
announced and are based on stricter technical
control over transactions, which increases their
costs and makes their execution slower. There is
a growing diversity of financial sanctions, which
are becoming more and more effective in this era
of globalized finance. There are cases of highly ef-
fective financial sanctions, e.g. the US sanctions
package implemented to discourage Iran from
pursuing its nuclear program (Ghasseminejad,
2020). Tightening of financial sanctions may in-
clude limiting the target’s central bank’s access
to its foreign currency reserves, restrictions im-
posed on gold sales, and disconnecting some of
the banks from the SWIFT global payments net-
work. All of the above may significantly hamper
cross-border payments and meeting coupon pay-
ment obligations, as was the case with Russia in
2022. The Russia sanctions sent an alarm signal to
many developing countries, including China and
India, prompting them to search for ways to avoid
the risks of being exposed to secondary sanctions
(Ramaswamy, 2022).

In recent years, the so-called “smart” sanc-
tions (also referred to as targeted, selective, lim-
ited, list-based, etc.) have come to the fore as
a foreign policy tool. Broad-based, blanket sanc-
tions indiscriminately target all of the country’s
citizens rather than the government or the key
economic agents. It is precisely this problem
of massive collateral damage that the concept
of smart sanctions seeks to address. Instead, in
the case of smart sanctions, the restrictions are
aimed at designated state officials or govern-
ment agencies without damaging the economy
as a whole and not exacerbating the plight of ci-
vilian populations. ‘Smart sanctions may satisfy
the need in sender state to «do something», they
may slake humanitarian concerns , and they may
serve to unify fraying coalitions. But they are not
a magic bullet for achieving foreign policy goals’
(Hufbauer, 2009). There is ongoing debate over
whether smart sanctions actually “work” Cas-
es are known when the smart sanctions frame-
work has been successful: for example, the sanc-
tions package imposed in 1990 during the war in
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Yugoslavia (Cortright, 2002). Sanctions (includ-
ing smart sanctions) are frequently criticized for
their unintended adverse effects, including their
human costs to ordinary citizens. In some cases,
sanctions may result in a major humanitarian cri-
sis (Thakur, 2006). Opinions are voiced that smart
sanctions are even less effective than comprehen-
sive embargoes (Drezner, 2011). The cases of the
sanctions regimes against Myanmar and North
Korea show that smart sanctions may prove to
be quite ineffective and have some adverse side
effects (Peou, 2019). The fact that the USA fre-
quently takes a leading role in the introduction
of sanctions regime may have significant negative
implications (Bandeira, 2019).

Method and Data

The above literature review has revealed se-
veral research gaps in the existing classifications
of sanctions. First, historically, sanctions were
grouped into categories by looking at the volume
of economic restrictions enforced by the sender
countries (deductive approach). Therefore, the
introduction of new measures might require re-
searchers to revise and adjust the classification
criteria. Second, the categories and criteria de-
scribed in different works often overlap, which
reduces the analytical potential of such classifica-
tions. For instance, researchers may distinguish
between trade sanctions and sanctions on services
even though exports and imports (international
trade) encompass both trade in goods and ser-
vices. Third, the key differences between sanction
types often lie in the sphere of their application
rather than in the degree of a certain quality or
attribute. For example, smart sanctions are often
considered to be a separate group while such re-
strictions may deal with trade, financial or other
aspects. On the other hand, if the number of such
sanctions exceeds a certain limit, then the boun-
dary between smart sanctions and other sanction
types may become blurred. Therefore, it would
make sense to distinguish not only between smart
and comprehensive sanctions but introduce finer,
more nuanced divisions by looking at the scope
of sanctions and other aspects of their designs.
Fourth, sanctions are often classified without
giving due regard to the sender’s policy goals.
In some cases, researchers add attributes corre-
sponding to certain sanction goals but in this case
it is often problematic to group the restrictions
according to these criteria. Both direct and indi-
rect measures in Ellis’s classification (Ellis, 2021)
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are aimed at changing the targets policy. Similar
measures can often have a direct as well as an in-
direct effect. Fifth, the above-discussed classifi-
cation variations often do not take into account
the factors affecting the success of sanctions. For
instance, Hufbauer et al. (2009) argue that an im-
portant determinant of the success of sanctions is
the size of the target economy as well as the de-
gree of the interdependence between the coun-
tries. Therefore, it would be reasonable to include
these parameters into the classification in order to
be able to predict the effect of the whole sanction
package.

To address these research gaps, I propose
a classification that, on the one hand, would en-
able a more universal approach and, on the other,
would be flexible enough to allow for adjustments
whenever appropriate. The proposed model of
sanctions combines two classification dimen-
sions — areas of foreign economic activity and
factors that determine the sanctions’ impact on
the target. The former include international trade,
international capital mobility, international mi-
gration, international financial and credit transac-
tions, foreign currency transactions (this list can
be expanded if needed). There are two main fac-
tors that affect the success of sanctions: the scale
of sanctions (how many economic entities are im-

» economic sectors affected
(sectors, industries, types
of economic activity)

Sectoral structure

m

pacted and how selective the sanctions are) and
the size of the target’s economy in relation to the
world market. The latter, obviously, includes not
only the geographical aspect but also the coun-
try’s GDP, the national economy’s dynamics in
the pre-sanction period; the degree of economic
diversification; resource dependence, etc. (Fig. 1).
Depending on the goals and areas of focus, the
analysis can be extended to include other factors
of sanctions’ efficacy.

The study relies on the empirical data provi-
ded by the Federal State Statistics Service (Ross-
tat) (https://rosstat.gov.ru/), Central Bank of the
Russian Federation (https://www.cbr.ru/), Cas-
tellum.AI, UNCTAD (https://unctad.org/), and
VTB BanK’s analytics (https://www.vbr.ru/).

Results

In 2022, Russia is facing unprecedented sanc-
tions and in the course of the year these sanctions
have shown a tendency to escalate. From 22 Feb-
ruary to 30 June 2022, the number of sanctions
against Russia rose from 2,695 to 10,357. In a si-
milar period, Iran was subjected to 21 sanctions;
Syria, 16; North Korea, 59; and Belarus, 345.
The total number of sanctions against Russia ex-
ceeded that of the above-mentioned countries:
until 22.02.2022 Iran had held the top position

. . )

« foreign trade, international
capital movement, international
migration, international
financial and credit
transactions,
foreign currency
transactions

Areas of foreign
economic activity

« comprehensive
or limited — designated
organizations and/or persons

N

NIy,

Size of the target’s
economy

« share of the global
economy, diversification,
influence on world prices

Figure 1. Base model of a sanctions regime

Source: developed by the author
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being subjected to 3,616 restrictive measures. The
countries that have joined the list of senders as of
30 June 2022 include the USA (2,196 sanctions);
Canada (1,568); Switzerland (1,539); the UK
(1,360); France (1,262); Australia (1,150); and Ja-
pan (804). The EU have in total imposed 1,282 re-
strictions on Russia'.

The sectors of the Russian economy that were
hit the hardest include the banking sector, the
mining sector, petrochemical industry, metallur-
gy, heavy engineering, and the pulp and paper in-
dustry. In comparison with the previous periods,
the sanctions pressure on these sector has grown
significantly (Aksenov, 2019).

The areas of Russias foreign commerce
that have suffered the worst slump include inter-
national trade, international monetary and credit
operations, and international investment. As far
as Russia’s foreign trade is concerned, the sanc-
tions affected both exports (oil and gas, steel, food
products, etc.) and imports (oil and gas extraction
equipment, dual-use products, spare parts and
accessories for heavy equipment and for pulp-
and-paper machinery, electronic components
and materials, etc.). Apart from trade in goods,
the sanctions have had a significant impact on
trade in services, including transport (air and sea
shipping services); logistics, insurance, leasing,

U Castellum.Al. Available at: https://www.castellum.ai/
russia-sanctions-dashboard (Accessed: 30.06.2022)

IT-services, etc. The quantitative estimation of the
trade sanctions’ effects is yet difficult to make due
to the lack of data for 2022. It is, however, possible
to estimate the effects of the restrictions by using
the statistics on Russia’s international trade for
2021 (see Table 1).

In total, Russia’s trade turnover with the sen-
der countries in 2021 was over 524 trillion US
dollars or 54% of the country’s total foreign trade
turnover. EU countries were among Russia’s top
trading partners as their share in Russias total
trade in 2021 was 36% (among the sender coun-
tries, 66%). It should be noted that the EU plays
a significant role both in Russia’s exports (38.3%)
and imports (32%). Other significant trade part-
ners that have joined the sanctions include the
USA (4.4%), South Korea (3.8%), and the UK
(3.4%). Having said that, Russia’s trade partners
that have so far remained neutral account for 46%
of Russias trade (a little less than half), which
gives Russian companies opportunities to rerou-
tetheir export-import flows, even though it would
mean creating new logistics solutions and inves-
ting in the necessary infrastructure, all of which
will come at a cost.

The restrictions in the sphere of banking and
finance and international capital flows were
quite painful for the country’s economy. The sanc-
tions have affected residents’ access to foreign
credit as well as their very ability to use the inter-
national financial infrastructure (SWIFT system,

Table 1
Russia’s trade with sender countries, mln dollars, 2021*
Turnover Exports Imports Share in total 0trade ) Share o Share
turnover, % in exports, % | in imports, %

World 785000.4 491580.3 293420.1 100.0 100.0 100.0
EU 282047.4 188114.6 93932.8 35.9 38.3 32.0
Australia 975.1 236.4 738.7 0.1 0.0 0.3
Canada 1665.9 737.8 928.1 0.2 0.2 0.3
Korea 29882.3 16896.8 12985.5 3.8 34 4.4
New Zealand 282.5 63.3 219.2 0.0 0.0 0.1
USA 34414.6 17537.8 16876.8 4.4 3.6 5.8
Taiwan 5910.2 3517.9 23924 0.8 0.7 0.8
Japan 19874.1 10747.6 9126.5 2.5 2.2 3.1
Ukraine 12284.3 8129.5 4154.8 1.6 1.7 14
Norway 2718.3 1814.9 903.4 0.3 0.4 0.3
UK 26732.5 22266.1 4466.5 34 4.5 1.5
Switzerland 6162.6 2789.8 3372.7 0.8 0.6 1.1
Georgia 1440.0 873.3 566.6 0.2 0.2 0.2
Total 424389.8 273725.8 150664.0 54.0 56.0 51.0

Source: compiled by the author by using Rosstat data https://rosstat.gov.ru/ (Accessed: 29.06.2021)
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Visa and Mastercard payment networks, Euro-
clear and Clearstream, correspondent accounts in
foreign banks, etc.) as well as some of the assets
of the country’s financial institutions and budget,
e.g. $300 billion worth of gold and foreign curren-
cy frozen; frozen assets of the National Wellbe-
ing Fund. Moreover, sanctions curtailed Russia’s
access to foreign currencies (including their cash
form) and its ability to sell its gold reserves. Ac-
cording to the Central Bank, as of 1 January 2022,
out of $ 630,626.8 million of the country’s interna-
tional reserve assets, foreign currency and foreign
bank deposits accounted for $ 44 554,0 million;
the reserve position in the IME, $5 264,5 million;
the special drawing rights (SDRs), $24 217,8 mil-
lion; and monetary gold, $133 069,8 million?
that is, at least one third of the country’s inter-
national reserves was vulnerable to sanctions.
As of 01.02.2022, Russia’s external debt totaled
$38,970.5 million®. As the country’s financial sys-
tem came under such a heavy strain, the servic-
ing and repayment of the debt became difficult,
which led the Russian government to default on
the country’s foreign-currency sovereign debt on
27 June 2022. The sanctions targeted the largest
Russian banks, including Sberbank, VTB, Al-
fa-Bank, Sovkombank, Bank Otkritie, Gazprom-
bank, and Rosselkhozbank. These banks are in the
top ten of the largest financial institutions in Rus-

2 Official website of the Central Bank of the Russian
Federation. Retrieved from: https://www.cbr.ru/statistics/ (Ac-
cessed: 29.06.2022).

* Official website of the Ministry of Finance of the Rus-
sian Federation. Retrieved from: https://minfin.gov.ru/ (Ac-
cessed: 29.06.2022).

sia by assets*. The investment sector has also suf-
fered considerable damage. Out of the 10 largest
non-financial companies investing in projects on
the territory of the Russian Federation (see Ta-
ble 2), 8 companies have announced their exit
from the Russian market and sale of assets (For-
tum, Renault, BP, TotalEnergies, Exxon Mobil,
Shell, PepsiCo, Carlsberg, Japan Tobacco, Sie-
mens). TotalEnergies suspended investment in
new projects; and PepsiCo curtailed part of their
operations on the territory of Russia. In total, the
value of these companies assets in Russia was
105.6 billion in 2021 in the energy sector, ex-
tractive industry, car manufacturing, food manu-
facturing, and heavy engineering.

International migration flows were also affec-
ted by the sanctions. A number of countries an-
nounced bans on visa issuance to Russian citizens
and suspension of simplified programs for obtai-
ning citizenship for holders of Russian passports.

As far as the scope of the sanctions is con-
cerned, there were both comprehensive restric-
tive measures as well as targeted sanctions. Out of
8,466 restrictive measures, 7,094 were targeted at
designated persons and 1,277, at specific organi-
zations. Therefore, judging by the formal criteria,
the majority of restrictive measures can be classi-
fied as ‘smart’ sanctions but, regarding the num-
ber and scope of restrictions, the overall picture
bears more resemblance to a full-scale economic
blockade.

To estimate the efficacy of sanctions, it is im-
portant to take into account such factors as the
size of the target country and the degree of its

4 Official website of VIB Bank (PJSC) Retrieved from:
https://www.vbr.ru/banki/raiting/ (Accessed: 29.06.2022).

Table 2

Largest foreign corporate investors in the Russian economy (2021, bln US dollars)

Company Country Industry Estimated assets
Fortum Finland Utilities 32.6
Renault France Automotives 15.9

BP UK Oil and gas 144

Total Energies France Oil and gas 13.7
Exxon Mobil USA Oil and gas 7.5
Shell UK Oil and gas 5.7
PepsiCo USA Food and Beverages 5.6
Carlsberg Denmark Food and Beverages 3.7
Japan Tobacco Japan Tobacco 3.9
Siemens Germany Machinery 2.6

Source: World Investment Report. UNCTAD. 2022. Available at: https://unctad.org/ system/files/official-document/wir2022

en.pdf (Accessed: 29.06.2022)
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economic diversification (Hufbauer, 2009). Ac-
cording to the World Bank, in 2021 Russia was
the 11th largest economy in the world by nomi-
nal GDP and 6th by per capita GDP. Its economy
was characterized by sectoral and spatial diver-
sity (Akhunov, 2021). In the recent years, ho-
wever, the extractive industries have come to play
a more dominant role in the economy, the coun-
try still recovering from the consequences of the
COVID-19 pandemic (Pobedin, 2021). Being em-
bedded into the world economic system, Russia
is also reliant on imported technologies, materials
and spare parts (Aalto, 2016).

In view of the above data, the proposed ap-
proach may be used to evaluate the Russia sanc-
tions regime, as of June 2022 (Table 3). The ad-
vantage of this model is that it allows us to bring
together different areas of foreign economic acti-
vity and the factors that determine the success of
sanctions, which means that we can estimate not
only the actual elements of the sanctions package
but also the sanctions’ capacity to produce the
effects they pursue.

The anti-Russia sanctions affected almost all
sectors of the national economy, primarily, finance,
extractive and manufacturing industries (e.g. heavy
engineering, metallurgy, petro-chemistry, pulp and
paper industry). The sectors integrated in the world
economy through the financial and transport in-
frastructure, imports of spare parts and materials
and exporters were hit the hardest.

The Russia sanctions regime targets two
main areas: international financial relations and
international trade (in goods and services). The
sanctions dealt a major blow to the Russian finan-
cial system as it was barred access to the finan-
cial infrastructure which is largely controlled by
the sender countries (SWIFT system, Visa and
Mastercard payment networks, Euroclear and
Clearstream, correspondent accounts in foreign
banks). In trade, Russia is also facing significant
problems but Russian companies are flexible

enough to explore the opportunities of finding
new trading partners and markets. Technology
exchange was seriously affected by the sanctions
since the Russian economy heavily relies on im-
ported technological solutions. Although interna-
tional migration was impeded by travel bans and
other measures, they had but a limited effect on
the economy as they are mostly intended to ex-
ert social rather than economic pressure. Interna-
tional capital movement was also affected by the
sanctions as Russia was severely downgraded in
international credit ratings. Some big companies
have curtailed their operations in Russia, unwin-
ding their investments, closing stores and paus-
ing sales. In the stock market, there were massive
foreign portfolio investment outflows despite the
capital controls measures introduced by the Cen-
tral Bank to slow the exit of foreign investors. The
effects of the sanctions pressure on the capital
market are mostly of strategic nature and they will
largely depend on the country’s ability to redi-
rect its internal resources and attract alternative
investors from neutral countries. The restrictions
on foreign currency and gold transactions posed
some tactical issues for the Russian economy,
leaving the regulatory authorities, including the
Central Bank, little space for manoeuvre.

As for the scale of the ongoing sanctions, the
majority of the restrictions belong to the category
of ‘smart’ sanctions while, judging by their num-
ber and scope, these measures have increasingly
come to resemble an economic blockade.

The response of the Russian economy to
sanctions is undoubtedly affected by its size (Rus-
sia ranks 11th in the world by nominal GDP and
6th by per capita GDP) and its degree of diver-
sification. These two factors provide the Russian
economy with sufficient resilience, partly owing
to the fact that some of the key resources are pro-
duced domestically and thus provide the country
with enough potential to resist macro-economic
shocks.

Table 3

Characteristics of the sanctions regime against Russia

Characteristic

Description

Targeted sectors

Sanctions affect almost all sectors, primarily those integrated in the world economy.

Foreign economic

The two key areas are international financial relations and international trade (in goods and services).

activity The other spheres that suffered from the sanctions were international technological exchange, inter-
national migration, international capital mobility, foreign currency and gold transactions.
Scale The sanctions affected over 50% of the country’s foreign trade turnover.

Economy size

GDP).

Large, relatively diversified economy (ranks 11th in the world by nominal GDP and 6th by per capita

Source: compiled by the author.
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Conclusions

Analysis of the current approaches to the
classification of sanctions has revealed a number
of contradictions and research gaps, which stem
from the deductive nature of research.

To address these gaps, the study proposes
a base model of a sanction regime which includes
a set of classification criteria dealing with the sec-
toral aspect of the restrictions and targeted areas
of foreign economic activity as well as the factors
of sanctions’ success — the scale of the restrictions
and the size of the target’s economy.

The proposed model was tested by using the
current episode of sanctions against Russia, which

showed that this sanctions regime has a signifi-
cant impact on Russia’s economic system as it far
exceeds the scope of measures that were previ-
ously applied to other countries. For the country’s
economy and government it is a serious challenge
which requires a thorough revision and reorgani-
zation of the country’s foreign trade structure and
domestic economic policy. It is too early to judge
about the success of the current sanctions but as
the past experience shows, their effect sometimes
falls short of delivering the desired results. There
are reasons to believe that the effects of sanctions
may be mitigated by the robustness capability and
resilience of the Russian economy.
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