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Five years after the illegal annexation of Crimea, the
West is still confused: did its sanctions so far change
the behavior of Kremlin? Are we doing enough, or
should we act differently? What instruments work and
what are we really aiming at?

Containing Kremlin:
do sanctions
work?
In the aftermath of the illegal annexation
of Crimea in 2014, the EU, US and other
countries introduced sanctions on Russia
which targeted Russian individuals,
officials and businesses. Notably, it was
the first time since the second World War
that the West jointly imposed sanctions
on an economy of this size1.
Additional sanctions were applied
subsequently, as the Kremlin continued to
defy internationally accepted norms. Key
triggers for additional punitive measures
were the continued aggression in
Donbass; the detention and sentencing of
Ukrainian citizens by Russia; Russia’s role
in the MH17 plane crash; the interference
in the 2016 elections in the US and in the
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midterm elections in 2018; and the
Skripal case.
Sanctions included a wide rage of
measures:


financial and economic:
suspension of trade, loans,
investments, trade bans, sanctions on
banks, energy companies, sanctions
targeted at entire sectors such as
armament, energy, finance, specific
technologies, restrictions of access to
capital markets; sanctions at foreign
banks doing business with sanctioned
individuals or entities;



personal: visa restrictions, asset
freezes;
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diplomatic: Russia’s suspension
from voting in the Council of Europe,
participation in bilateral summits,
expulsion of diplomats2.

In its turn, Russia responded to the
escalation of sanctions with similar
retaliatory measures such as trade bans
and expulsion of Western officials.
While in 2014 the sanctions from the US
and EU were largely aligned, since then
they diverged, for various reasons. First,
the US has less economic ties with Russia,
whereas the EU is critically dependent on
Russian gas. Several EU members actively
lobbied for the sanctions to be lifted
because of this dependency or close
business relations with Russian
companies3. For the EU, the high
threshold for effectively imposing
sanctions is the fact that any such
decision must be taken unanimously,
whereas the implementation is
decentralized to member states and
depends on their own interests, pressures
from local stakeholders etc.
Second, in the US itself the approach
towards Russia has been different under
the Obama and Trump administrations.
US sanctions have specifically referred to
a broader range of Kremlin’s activities,
e.g. threats to cybersecurity, corruption,
energy (Countering America's Adversaries
Through Sanctions Act); threats of
Europe’s energy security (National
Defense Authorization Act – sanctions
related to Nord Stream 2).
A separate, second category of punitive
measures against Russia are not directly
connected to sanctions, but meant to hit
primarily individuals and interests close
to the Kremlin circle. These include
www.expertforum.ro
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A full list and timeline of sanctions in 20142018 is available at:
https://www.rferl.org/a/russia-sanctionstimeline/29477179.html
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It is interesting to note also that EU’s
economic sanctions covered oil, but not gas
2 companies. Hungary or Italy, for example,
supported the idea of lifting EU’s sanctions.

actions such as the adoption of the
Magnitsky Act in US in 2012. Though
originally linked to Russia, the act targets
individuals that were involved in human
rights abuses worldwide with sanctions
such as travel bans and asset freezes. A
similar legislation will likely be adopted in
the EU as well. At a broader level,
measures against money laundering and
financial crime can be targeted at specific
jurisdictions; and they are essential in
curbing Kremlin’s efforts to avoid the
sanctions in the first category.
A third category consists of “fuzzy”
penalties, fines, pressures or punitive
measures which are not intentionally or by
design targeted directly at the Kremlin,
though various entities and businesses
from Russia are more likely to be hit than
entities or businesses from elsewhere.
These include, for example, penalties for
violations of EU rules taking place inside
the EU, such as breaches of EU
competition law and EU directives.
The EU and US anti money laundering
legislation, broader legislation concerning
financial crime, transparency, beneficial
ownership are additional such examples:
they are not specifically targeted at Russia,
though Russian entities showed
themselves quite likely to breach such
rules and be penalized.
For example, in the energy sector, the
investigation of Gazprom by DG
Competition for abuse of dominant
position in eight member states was not
specifically meant as a sanction on
Kremlin, but it meant to correct energy
market distortions inside the EU and
penalize anti-competitive behavior. Such
penalties turn into instruments to contain

France and Germany lobbied for the
readmission of Russia in Council of Europe
Parliamentary Assembly.
https://www.reuters.com/article/us-ukrainerussia-eu/eu-divisions-over-russia-mount-asfrance-germany-seek-peace-in-ukraineidUSKCN1WL04D
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Russia only to the extent that Russia, in
its hybrid war tactics, breaches rules of
acceptable behavior in liberal
democracies with market economy and
defies EU-wide legislation.

we follow the opinion of most experts and
Ukrainian officials, sanctions have
contained Russia’s potential further
aggressions in Eastern Ukraine. There is
also a broad consensus4 that:

To examine the extent to which these
instruments, sanctions, pressures,
punitive measures “work”, one must
define first the goal and
benchmarks for what we would
consider a success.


Economic and financial
sanctions have had a sizeable impact on
Russia’s economy. Various estimates place
the total impact at 1.5-2% of GDP per year,
with the lowest at 1% and the highest at
6%. By mid-2016, Russia had lost an
estimated 170 billion USD due to financial
sanctions, with another 400 billion USD
in lost revenues from oil and gas.
Companies on the sanctions list have a 3%
higher chance of bankruptcy, their
operating revenue declined by 25%, their
total asset value dropped by 50%, and the
total number of employees is 30% less
than before sanctions.

1. SANCTIONS RELATED TO CRIMEA had
a very specific goal: to achieve the
withdrawal of the armed forces and
return of Crimea to Ukraine. In a similar
manner, Eastern Ukraine sanctions were
linked to Russia meeting its commitments
under the Minsk agreements.
In that sense, Russia has not returned
Crimea and to date has failed to meet its
commitments concerning Donbass. What
is more, realistically, the return of Crimea
is very unlikely to take place in the future:
the Kremlin has invested too much
political and material capital in this
undertaking. It has promoted investments
to integrate Crimea in the Russian
economy and to develop the Russian
military infrastructure in the peninsula.
The Russian public opinion would also
oppose the return of Crimea, which it
perceives as “rightfully Russia’s” – nbn
even though an increasing proportion of
Russians believe that the annexation of
Crimea has done more harm than good 33% in 2014, 61% today, according to a
survey.
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Among the experts present at the EFOR
event “Five Years of Sanctions on Russia:
Have They Worked?”,

Economic hardship also builds up
pressure in society, while both Western
sanctions and Russia’s counter-sanctions
are widely resented in the Russian society.
Disposable household income has
declined constantly in recent years,
despite some attempts of window-dressing
official statistics; the purchasing power of
the Russian ruble declined by 50% after
2014, though this is caused not only by
sanctions, but also by the decline of
international oil prices.
Recent polls indicate that Russians are
increasingly concerned about sanctions
and about Russia’s international isolation
(from 8% in 2014 to 20% today). Since
2018, the approval rates among Russians
https://expertforum.ro/5-ani-de-sanctiunicontra-rusiei/
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However, the effectiveness of sanctions is
not always measured in terms of their
success in achieving the stated goals. A
question that should be asked is whether
the behavior of Russia has been
influenced compared to what would have
happened in their absence. Very likely, if

Overall, Russia’s main share index
dropped by 11%. The Kremlin shielded in
part its state-owned companies in
strategic sectors from the impact of
sanctions via budget transfers. However
its capacity to do so is limited by the
dwindling budget resources, which are
based on revenues from oil and gas, whose
prices fluctuated widely in recent years.
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of the EU and US increased from 25-30%
to 42-50%, and there is increasing public
demand to improve relations with the
West.
True, it remains debatable if public
discontent with the sanctions and current
Kremlin politics translates directly into a
decline of Putin’s popularity. However,
the Kremlin official discourse has also
slowly shifted in recent years. If before
2018 the official line was that Russia
could substitute domestically the Western
products it could no longer import
because of sanctions, since 2018 Kremlin
dropped this official line and now admits
publicly that sanctions have been
detrimental to Russia’s economy. Last but
not least, economic sanctions derail
Russia’s ambitious goals to develop
Crimea’s economy.

Technological sanctions also
hit hard the Kremlin. Their impact would
probably become more visible in the
medium-term and cannot currently be
assessed. However, the Kremlin has
invested since 2011 above 1 trillion USD
in its military and the technological
sanctions impinge in particular on the
finalization of the military’s flagship
projects. Russia’s focus of public
resources on the military build-up over
the past decade contributed to the
country’s economic hardship and
additional resources would now have to
be redirected from other uses, such as
infrastructure or social spending, to
compensate for the Western bans on
military technology.

his aluminum empire. At the same time,
however, sanctions have probably
reinforced the lobbying power of the
oligarchs whose assets and interests are
more “domestic”. In the aftermath of
individual sanctions, the latter rallied
around Putin and lobbied successfully for
more attractive state-sponsored projects
and contracts as a recompense for their
loyalty. Such oligarchs may also have been
direct beneficiaries of Russia’s countersanctions, which increased their financial
gains, e.g. companies being denied foreign
financing have preferential access to
locally-controlled banks.
It is also likely that individual sanctions
may have accelerated the transfer of assets
to the “Kremlin kids”, i.e. the sons,
daughters (and their associates) of the
first generation of siloviki and business
leaders around Putin5.
2. While sanctions per se are targeted at
containing military invasion, other
instruments should be used to contain the
more insidious Russian aggression,
particularly the HYBRID WAR TACTICS TO
UNDERMINE THE WEST, which requires
covert financing. It must be noted that
Europol recently highlighted Russian
money as the biggest laundering threat6;
such operations could be used to avoid
sanctions and perpetrate illegal actions in
the West. To address such behavior,
besides sanctions per se, the EU has at its
disposal anti-money laundering legislation
allowing for several types of measures to
be taken.
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Individual sanctions had a
mixed impact on the behavior of the inner
circle of Kremlin. They affected
disproportionately the oligarchs and
officials with close ties to the West, who
have businesses and assets in the EU or
US. A typical case is Oleg Deripaska and

On the one hand, the EU can designate a
list of jurisdictions and territories which
do not comply with EU standards
regarding prevention of money
laundering. This list is amendable over
time – jurisdictions can be added or
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Bieliszczuk, B and A. Legucka, 2019.
Kremlin Kids: The Second Generation of the
Russian Elite. Polish Institute of International
4 Affairs.

https://www.reuters.com/article/us-europemoneylaundering-europol/europol-highlightsrussian-money-as-biggest-laundering-threatidUSKCN1TE2K6
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excluded from the list based on their
individual performance. Such a measure
has a direct impact on the costs of doing
business with the respective jurisdictions:
companies would have to perform
enhanced due diligence if they want to
conclude transactions with entities
residing in the respective jurisdictions.
Trade in turn will be deterred by such
measures, affecting the bargaining power
of targeted jurisdictions.
On the other hand, the EU can use
mechanisms to target individuals, rather
than jurisdictions. The effect of such
blacklisting is immediate, affects the
capacity of those individuals to travel and
allows the freezing of assets. Currently
there are discussions within the EU
regarding the potential adoption of a
Magnitsky legislation that would allow for
blacklisting individuals. A EU-wide
Magnitsky act would consolidate the
capacity of the Union to react in a unified
way against people involved in human
rights abuses and would avoid uneven
practices in the member states. Last but
not least anti-money laundering
investigation often have an extraterritorial realm allowing EU based
investigators to build complex cases
involving foreigners.
Such measures can be effective in terms of
preventing money laundering if used
taking into consideration EU priorities in
terms of foreign policy. UK's decision to
leave the EU will nevertheless diminish
the impact of these instruments in the
near future, before a final Post-Brexit
arrangement is agreed.
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3. AT A BROADER LEVEL, RUSSIA USES
THREE MAIN INSTRUMENTS to exert
significant political influence in its “near
abroad”, but also to expand it in the
formerly communist Central Europe and
further towards the West. Its main
weapons to do so are:


direct military intervention and
conflict fueling in ex-USSR states;



“hybrid war” methods such as
cyberattacks, disinformation, trolls,
covert financing of extremist parties
and the like;



its leverage on the energy markets.

If sanctions are designed specifically to
contain mainly direct military
intervention and some aspects of the
“hybrid war”, Kremlin’s use of its last
leverage, energy, can and is addressed in a
different way within the EU. To date, the
most effective deterrent has been the
implementation of EU rules for the
internal energy market and its
competition law.
In this particular area, Russia has sought
political influence by playing EU members
against each other, through market
segmentation and abuse of dominant
position in smaller, more vulnerable
countries. In brief, Russia has provided
sticks (threats of gas supply cuts) and
carrots (discounts, favorable contractual
terms) to different EU members to divide
Europe on highly sensitive issues, such as
sanctions7.
The best – and simplest – response to this
threat would simply be the full
implementation of the Energy Packages,
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In the case of Russia, making use of such
instruments has the effect of increasing
the cost of EU companies to engage in
transactions in this jurisdiction because of
enhanced due diligence, while any kind of
transactions with black-listed individuals
can be immediately detected and stopped

by FIUs at national level, blocking the
money flow. In other words, Russia has
become riskier and more expensive to do
business with than before the sanctions.

5
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which is to say that the EU members
should live up to their own commitments
and do what they have all agreed is in
their mutual interest. The European
Commission has taken a strong stance on
the gas directive amended in 2019 to
ensure Nord Stream 2 complies with EU
rules and offered support to Ukraine since
2014 for the diversification of its gas
supplies, as well as support in 2019 for
the negotiations with Russia on the gas
transit.
A critical advantage of using existing
rules, directives, regulations to contain
abuses from the Kremlin is the fact that
the legitimacy of this approach cannot be
easily challenged. There is one condition,
however: that these rules be implemented
without exceptions inside the EU,
irrespective of the parties involved8.

BACKLASH AND RISKS
First, sanctions have increased in
complexity and could lead to unintended
consequences. This is a particular risk
given the paranoia in the closed circle of
Kremlin, which has been seriously
considering – and militarily preparing for
– a war with the West in the 2020s.
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A particular challenge is the fact that
there is no comprehensive database to
keep track of sanctions, punitive
measures and other instruments designed
to contain Russia promoted by the EU,
US, other countries and international
organizations. There is a serious risk of
overlapping and conflicting goals. Given
the multitude of objectives – containment
of military aggression, of hybrid war
tactics to undermine core democratic
values in the West, of Russia’s plans to
control EU’s energy security etc – the lack
of a comprehensive monitoring of various
8

It must be noted here that the amendments
to the gas directive are criticized by some as
targeting specifically the Nord Stream 2
6 project; it would be better if they are
promoted as a clarification of the principles

sanctions and instruments does not allow
a proper monitoring of what works, how,
and what has negative side effects.
Second, unlike in Russia, in the West the
decision-making process is democratic,
transparent and hence apparently more
chaotic than inside Kremlin. Leaders have
shorter time spans in office and must take
into account the pressures from various
stakeholders, national, regional, local,
private and public. On top of this, EU is in
a constant struggle to mediate between the
interests of the entire Union and the
desire of national states to maintain their
sovereignty.
To illustrate the diverging pressures from
within against a concerted action, we
should look at the behavior of various
stakeholders and decision-makers in each
country and their effect on the collective
decisions.
For example, countersanctions have
inevitably had an effect on the West, too.
This could lead to intense lobbying against
sanctions in some EU member countries.
As of 2015, the losses of the EU were
estimated as at least 100 billion USD. The
German business sector, with around
30,000 workplaces depending on trade
with the Russian Federation, reported
being affected significantly by the
sanctions.
The sanctions affected numerous other
European market sectors, including
energy, agriculture, and aviation among
others. In March 2016, the Finnish
farmers' union MTK stated that the
Russian sanctions and falling prices have
put farmers under tremendous pressure.
Finland's Natural Resources Institute
LUKE has estimated that last year farmers
saw their incomes shrink by at least 40%
compared to the previous year. In
February 2015, Exxon Mobil reported
behind EU’s directives for the energy market
for pipelines bringing gas from outside the
EU, wherever and whenever such pipelines are
built.
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losing about 1 billion USD due to Russian
sanctions. Overall, in 2017, the UN
Special Rapporteur Idriss Jazairy
published a report on the impact of
sanctions, stating that the EU countries
were losing about "3.2 billion USD a
month" due to them. He also noted that
the sanctions were "intended to serve as a
deterrent to Russia but run the risk of
being only a deterrent to the international
business community, while adversely
affecting only those vulnerable groups
which have nothing to do with the crisis"
(especially people in Crimea, who "should
not be made to pay collectively for what is
a complex political crisis over which they
have no control").

Nord Stream 2; the European Parliament
has voted recently a strong-worded
resolution on EU-Russia relations which
reiterates energy concerns10. The
Parliament adopted amendments to the
gas directive 2009/73/EC, with the
intention to close a loophole in the legal
EU framework by which the Nord Stream
2 pipeline could have been excluded from
the application of the directive.

Another example is the current divergent
position of individual EU member states
concerning energy, as well as the
indecisiveness of the EC to penalize the
abuses. In principle, the EU has a clear
policy to introduce full competition for
production and supply in its gas and
electricity markets, with nondiscriminatory access to networks.

1. Sanctions should continue: they
have demonstrable effects both in
containing Russia’s further
aggression, and in damaging the
interests (economic, financial,
political) of the wrongdoers. The
critical issue is to ensure coherence and
coordination, as well as a proper
monitoring of the effects. Sanctions can
ensure an easy escalation and deescalation, following the response of the
targeted country, and hence can be more
finely tuned than more brutal measures
such as direct military intervention.

In the late 2000s, Gazprom has
demonstrably violated these rules in at
least eight member states, seeking to
segment the EU market in order to
increase market domination through long
term rigid contracts to foreclose markets,
apply restrictions on re-export and the
like. DG Competition’s investigation into
Gazprom’s anti-competitive behavior,
however, resulted in no more than a slap
on Gazprom’s wrist for its well
documented abuses9.

However, Germany intends to move ahead
with the construction of Nord Stream 2,
possibly seeking exemptions from the
application of the amended gas directive11.

Recommendations

9
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https://www.euractiv.com/section/energy/ne
ws/germany-makes-legal-changes-to-easecompletion-of-nord-stream-2/

https://www.politico.eu/article/gazpromescapes-eu-fine-competition-probe/
http://www.europarl.europa.eu/sides/getDoc
.do?pubRef=-//EP//TEXT+TA+P8-TA-20190157+0+DOC+XML+V0//EN&language=EN
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Indeed, the investigation made Gazprom
more careful with its anticompetitive
practices in the EU. Many players, such as
Poland and the Baltics, are acutely aware
of the risks posed by projects such as

It is urgent to create a comprehensive
database comprising all sanctions and
other measures meant to contain Russia’s
aggressive behavior, based on the three
categories above – sanctions per se,
broader punitive measures and general,
principled application of existing rules –
which roughly correspond to Russia’s
weapons (military aggression, hybrid war
tactics, economic leverage, in particular
energy). The database is essential to deal
with the increasing complexity of

7
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sanctions, to avoid overlaps, conflicting
objectives and Kremlin’s possibility to
evade them. Each sanction must be
monitored separately to decide whether it
should be increased, maintained or
removed, based on the stated or desired
objectives.
Sanctions that should further be
strengthened include those targeting
specifically the energy sector
(investments, cooperation of Western
companies with Russian interests), antimoney laundering (e.g. putting on SDN
list certain banks, such as VTB, Sberbank,
Vnesheconombank, VTB Capital, aligning
legislation on beneficial ownership,
fighting against tax havens; designing
effective legislation to combat money
laundering via crypto-currency); and
further limitation of access to technology.
2. All sanctions, punitive measures
and implementation of general
rules must be credible: they need to
take into account Kremlin’s
capacity to adapt and they should be
adjusted accordingly. One must also
take into account the fundamental
difference between democracies, which
are messy, have to find a delicate balance
among highly diverse and conflicting
interests, think in electoral cycles etc.;
and authoritarian regimes such as Putin’s,
whose actions are long term and can be
easily coordinated. In that sense, where
possible, it is easier to focus on
implementation of already existing rules,
principles, legislation, than to design
additional tailored sanctions.
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Sanctions and other punitive measures
should not only cover all types of
aggression mentioned above; they should
also be carefully tuned to reinforce each
other. For example, effective financial
sanctions on individuals and businesses
can be implemented only if matched by
bullet-proof instruments against money
laundering. Building an expectation that
12

This is valid also for Syria, for example.

the West has even more extreme measures
“up its sleeve” is also essential to foster
uncertainty in Kremlin about just how far
the West might be prepared to go.
3. Expectations from sanctions
should also be realistic. While
sanctions should be maintained until
Russia respects international treaties, it is
hard to see how Crimea will ever be
returned to Ukraine, as Russia’s costs of
doing so, of all kinds, would be
enourmous. Status quo on Crimea must
however be treated as a strategic asset,
while negotiating much stronger on other
issues of concern, such as Eastern
Ukraine, hybrid war tactics and energy.
For those imposing sanctions, the limits of
what can be achieved and what would be
acceptable should be very clear in order to
negotiate successfully.
4. The West must enhance its own
resilience to Russia’s potential
aggression in various forms, as
prevention is always better than
adaptation. For example, the EU and US
should consolidate their capacity to react
to hybrid tactics such as cyber-attacks,
propaganda and interference in the
electoral campaigns.
In this respect, the EU should also learn
from the experiences in the Eastern
Partnership (which covers the full range,
from military aggression, propaganda,
cyber-attacks to energy threats), as this
region is a “laboratory” where the Kremlin
tests its weapons before employing them
in the West. Propaganda, for example, has
been massively deployed by Russia in EaP
years before the recent scandals with “fake
news”, trolls and propaganda in the West.
In EaP, the West should simply limit as
much as possible the space for Kremlin’s
intervention, having in mind that Putin
seeks to fill in the “geopolitical gaps”
where the West is not willing to put
efforts12.
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Especally in countries with Association
Agreements, the EU should encourage
and focus on their Westernization to
avoid Russia filling in such gaps. This
must be done while understanding that
cooperation and accommodation with
Russia has only helped the Kremlin to
consolidate its power, without achieving
tangible positive results.
5. At least in the EU, a very effective
approach is to insist on the full
implementation of its own
principles and values. For example, if
Gazprom is currently using all its powers
to challenge the amended gas directive
(e.g. suing the EC at the ECJ on the
Energy Charter Treaty), this is a direct
consequence of EU’s weakness in
deterring its abuses in the past. Gazprom
would not have been as bold as it is today
in lobbying for Nord Stream 2, had the
DG Competition fined adequately
Gazprom’s abuses in eight member states
a few years ago.
The willingness of individual EU member
states to breach EU rules, e.g. the
directives concerning the energy market,
and the delay of the EC’s infringement
procedures, encourage Gazprom to
continue its anticompetitive behavior, to
lobby for projects such as Nord Stream 2,
Turk Stream.

13
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However, we have seen this story before
and it has not worked out well: in the ‘80s
there were significant frictions between
the US and Europe around the so-called
“Yamal project” (now the “Brotherhood”
pipeline crossing Ukraine and Slovakia,
not to be confused with the newer Yamal
pipeline crossing Belarus). While
Germany was aiming for a strategic
détente of the Cold War, the US was
concerned that the project would increase
Europe’s dependence on Russian gas.
Washington imposed sanctions, but at the
time they had to be lifted to help Western
Europe allies “save face” to their
constituencies.
Similar tensions are visible today, with
Germany opposing US sanctions in pretty
strong words13. The project could be
stopped only by the joint emphasis of the
EU and US on the implementation of EU
rules on the gas market, to reinforce the
sanctions. Such an approach would also
enhance the legitimacy of US sanctions:
today, they can be easily challenged on the
direct commercial interest of the US in
blocking Gazprom as a competitor to
American LNG in the EU market.

019-12-12/germany-tells-trump-not-tomeddle-in-europe-s-energy-issues
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The non-implementation of EU rules also
indirectly discourages competition to
Gazprom from other gas producers, e.g. in
Romania from Exxon and Petrom’s
deposits in the Black Sea. It must be
noted that the consistent and principled
implementation of one’s own rules has the
highest legitimacy of all punitive
measures: one cannot argue legitimately
against the application of rules that are
generally valid and based on nondiscriminatory principles.

6. Most importantly, sanctions,
penalties and other punitive
measures should be carefully tuned
as not to further divide the West. The
US sanctions on Nord Stream 2, for
example, may be effective in delaying the
project.

9

