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Abstract: This paper seeks to analyze why economic sanctions implemented in 2022 by
the West have so far failed to succeed in pressuring the Russian Federation to withdraw
its military forces out of Ukrainian territory by examining the factors that influence their
effectiveness. The paper first provides a brief history of the Russian-Ukrainian conflict
and the events leading up to the sanctions imposed on Russia in 2022. It then provides
an overview of the sanctions imposed on Russia in 2014 as a means of comparison
with those currently being implemented. The paper then identifies and analyzes the
factors that contribute to the shortcomings of sanctions. Finally, the paper concludes
by providing policy recommendations with the intention of making sanctions more
effective.
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Introduction

Since the Invasion of the Crimean Peninsula, the West’s main tool against
Russian aggression has been economic sanctions. Thus far, these sanctions
have not deterred the Russian invasion. This paper seeks to explain this
conflict, understand factors as to why western economic sanctions thus
far have not been effective in achieving political goals, and discusses policy
recommendations. In this paper, economic sanctions are defined and un-
derstood as the following:

The withdrawal of customary trade and financial relations for foreign
and security-policy purposes. Sanctions may be comprehensive, pro-
hibiting commercial activity with regard to an entire country, like the
long-standing U.S. embargo of Cuba, or they may be targeted, blocking
transactions by and with particular businesses, groups, or individuals.*™

Before examining the effects of 2022 sanctions, this paper first provides
a brief historical background of the Russian-Ukrainian war. It then pro-
ceeds by examining the effects of 2014 sanctions and identifies why they
remained limited. The paper then analyzes the current situation of sanc-
tions imposed on Russia and why they continue to have a minimal impact
on the Russian economy, failing to thwart the country’s efforts in Ukraine.
Finally, the paper concludes by providing several policy recommendations
to improve the effectiveness of sanctions.

A brief history of the Russian-Ukrainian conflict

The Russian-Ukrainian conflict dates back to 1991 with the dissolution of the
Soviet Union. Upon gaining independence in 1991, the Russian government
has struggled to come to terms with the idea of Ukraine as a sovereign
nation.”* According to Scaliger,
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Both cultures [Russian and Ukrainian] regard the Ukrainian capital, Kyiv,
as their ancestral heartland, a view vindicated by a shared history and
language that only diverged in the Middle Ages. Even today, the Russian
and Ukrainian languages are so similar as to be mutually comprehensible,
and both peoples are predominantly Orthodox Christian. Moreover, large
swaths of land in Ukraine, as recognized internationally, are almost entirely
ethnic Russian.*’?

It is easy to understand why Russians believe they have a claim over parts
of Ukraine; ethnically Russian people heavily populate the eastern part
of the country. Since the dissolution of the Soviet Union, many Ukrain-
ians have desired to move closer in relations to Western Europe rather
than Russia, more specifically joining NATO and the European Union.
When the former Soviet Union and Warsaw Pact countries i.e. Estonia,
Lithuania, Slovakia, Latvia, Hungary, Bulgaria, Poland, and Romania joined
NATO, Russia became worried that NATO was encroaching on its “sphere
of influence”.}”® Western officials insisted soon after the dissolution of the
Soviet Union that NATO was not a threat to Russian influence, but these
efforts have not convinced Russia, with many of its former allies growing
closer to the western world.17*

Russian fears were further triggered following the removal of pro-Russian
President Viktor Yanukovych. In 2013, former President Yanukovych rejected
an “Association Agreement with the European Union.”'’® In response,
pro-European protests broke out in major Ukrainian cities, including Kyiv.
According to Kulyk, many Ukrainians perceived this action as “a closure
of Ukraine’s ‘door to Europe’ and, accordingly, ‘robbing the Ukrainian
people of a future’”.}’® When the Ukrainian Special Forces attacked and
assaulted peaceful protestors, the protests evolved into a “mass action
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of national scope”.'”” These protests, referred to as the Euromaidan, ulti-
mately paved the way for the Revolution of Dignity, the uprising that led to
the removal of President Viktor Yanukovych.

Following the removal of President Viktor Yanukovych, Russia started
a “humanitarian” project in Crimea in order to “protect” the ethnically
Russian people who lived in Crimea, a peninsula in the south of Ukraine.'”®
The Russian Government claimed that “neo-Nazis and other far-right
groups were now going to commit violence against ethnic Russians and
Russian speakers in Ukraine.”'’® Citing these reasons, Russia annexed the
peninsula of Crimea using the force of unmarked Russian troops.'® This
action constituted a violation of the Budapest Memorandum?®! by failing
to respect the independence, sovereignty, and borders of Ukraine.

As Russia proceeded to annex Crimea, pro-Russian separatists clashed with
pro-Ukrainian forces. In eastern Ukraine, in the Donbas region, the Donetsk
People’s Republic and the Luhansk People’s Republic declared inde-
pendence from Ukraine and claimed swaths of the region as their territo-
ry.182 These states are understood to be “Russian proxy pseudo-states” rec-
ognized as a tool in supporting Russian claims over Ukraine.'®3 In 2014, the
Minsk Agreement was signed, establishing a ceasefire agreement between
pro-Ukrainian and pro-Russian forces. This agreement however, did little

177 Shveda, Yuriy, and Joung Ho Park. “Ukraine’s Revolution of Dignity: The Dynamics of Euro-
maidan.” Journal of Eurasian studies 7, no. 1 (2016): 85-91.

178 Chappell, Bill, and Mark Memmott. “Putin Says Those Aren’t Russian Forces in Crimea.” NPR,
March 4, 2014. https://www.npr.org/sections/thetwo-way/2014/03/04/285653335/putin-says-those-
arent-russian-forces-in-crimea.

179 Biersack, John, and Shannon O’Lear. “The Geopolitics of Russia’s Annexation of Crimea: Nar-
ratives, Identity, Silences, and Energy.” Eurasian Geography and Economics 55, no. 3 (2014): 247-69.
https://doi.org/10.1080/15387216.2014.985241.

180 bid.

181 The 1994 Budapest Memorandum, also referred to as the “Memorandum on Security Assur-
ances” is an agreement signed by Ukraine, who at that time agreed to reduce its nuclear weapon
arsenal to zero in return for the security assurances of Russia, the USA, and the United Kingdom should
Ukraine become the target of any future aggressions.

182 Golanski, “One Year after Minsk Il: Consequences and Progress”

183 |bid.



60 3. Economic Sanctions and Factors Inhibiting Success: An Analysis of Recent Sanctions...

to stop fighting in the area. After fighting resumed, a second Minsk Agree-
ment was sighed, however it has never been “implemented in full”.18*

In 2021, Russia began to build up its military forces on the border
of Ukraine, close to Donetsk and Luhansk.*®> This buildup of forces was ex-
plained away by Russia as a military training exercise.’® However, by late
February 2022, it was apparent that Russia was lying when the Russian mil-
itary, with over 200,000 troops, invaded the western region of Ukraine in
what was described by them as a “peacekeeping mission”.*®” In actuality,
these troops sought to take over Ukraine.88

2014 Sanctions and their Effectiveness

In response to the Russian invasion of Crimea in 2014, the European
Union introduced economic sanctions. These sanctions included em-
bargoes on exports of equipment for oil drilling, the military, and en-
gineering.'®® 2014 sanctions also focused more on the Crimean region,
rather than Russia as a whole.'® These sanctions targeted “individuals
and entities involved in annexation, as well as anyone doing business in
or with Crimea.”*®! In 2015, the United States introduced sanctions on
Russian banks such as VEB, Bank of Moscow, VTB Bank, Rosselkhozbank,
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and Gazprombank.'®? These sanctions severely restricted their access
to the US financial system.'®3 Additionally, this round of sanctions also
targeted large Russian energy companies, Rostneft and Novatek.'®* It is
worth noting the contrast between EU and US sanctions. The US directly
sanctioned Russian Energy companies i.e. Rostneft and Novatek, while
the EU chose to not go that route. This small detail highlights how, in
2014, the EU was not willing to cut off imports of Russian oil and gas due
to their dependence on Russian pipelines. As seen and shown, European
countries cannot easily change their dependence on Russian gas in the
short run.'%

Initially, it was assumed that the economic sanctions were having their
intended effect when the Russian economy went through a recession be-
tween 2014 and 2015. However, according to analysts, it cannot be as-
sumed that there is a link between the two. Many other factors could
have caused this recession, most notably the fall in gas prices from $115 to
$35 per barrel.®® Furthermore, the International Monetary Fund found
that only 1.0-1.5 percent of Russia’s economic output was reduced as a re-
sult of western sanctions.*®’

As observed, 2014 western sanctions were not correlated with a large eco-
nomic impact to Russia’s economy. But what about politically? According
to the Council on Foreign Relations, “[Sanctions] didn’t appear to have
much immediate effect, disappointing policymakers who hoped sanctions
would deter Russian interventionism. Russia is still active in Ukraine.”1%8
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Effectiveness of 2022 Sanctions

As highlighted in the previous section, sanctions in 2014 were not severe,
as they did not ban Russia from SWIFT, and focused more on Crimea than
the Russian economy. These sanctions did do damage, as stated before,
but ultimately did not achieve its goal of convincing Russia to withdraw
from Crimea.'®®

Learning from the experience of 2014 sanctions, 2022 sanctions put in
place in the wake of the February invasion of Ukraine are more intensive.
The 2022 sanctions removed large Russian banks from SWIFT, which pre-
vented Russian banks from being able to do international transactions.?®
The European Union also is implementing a ban of Russian oil by sea.
The United States is implementing a more intensive strategy, by planning
to ban all Russian 0il.2! According to BBC, The EU relies on Russian gas
for 40% of their needs, making them less enthusiastic to introduce more
harsh sanctions.?%? Additionally, the West has targeted Russian oligarchs.
By sanctioning these wealthy, powerful people, the West hoped to influ-
ence the oligarchs to convince Putin to change Russia’s military actions.?%

On April 6%, 2022, the White House stated “As long as Russia continues its
brutal assault on Ukraine, we will stand unified with our allies and partners
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in imposing additional costs on Russia for its actions”?% From this state-
ment, it can be concluded that the main goal of sanctions is to change
Russia’s military behavior in the context of the Russian-Ukrainian War.

At their core, sanctions are meant to put pressure on countries to act in
a certain way. With the fundamental understanding of sanctions in mind,
it can be deduced that, in the short run, sanctions have not achieved their
overarching goal — to change the Russian Federation’s military behavior.
Namely, sanctions have not put enough pressure on Russia to withdraw
the military out of Ukraine and to respect their sovereignty. That is not to
say that Russian sanctions have been totally ineffective: The International
Monetary Fund projects that the Russian Federation’s real GDP will fall by
8.5% in 2022 and that consumer prices will increase by 21.3%.2% Although
these numbers are promising, the Russian economy has been bouncing
back from sanctions quicker than first expected, with the Russian ruble
bouncing back to pre-war exchange rates.

Analysis

This paper seeks to explain factors of sanction effectiveness and analyze
them in context of the 2022 Russian sanctions to explain why sanctions have
not resulted thus far in changing Russia’s military actions. Three factors will
be analyzed in this paper: so called sanction buster states, length of sanc-
tions, and international coordination.

Firstly, sanction buster states will be considered. According to the book, “Bust-
ed Sanctions: Explaining Why Economic Sanctions Fail”, third party states can
mitigate the effects of economic sanctions, therefore causing them to fail to
be as effective as sanction sender states would like them to be.?% Third party
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states can be used by target states to supply resources that sanction senders
attempt to cut off.2%” These will now be discussed in the proceeding section

In 2014, discussions in the West were held about removing Russian banks
from SWIFT, a Western based system used by banks to make international
payments. Although it was ultimately not acted upon in 2014, Russia never
forgot the possibility of Russian banks being cut off from the world wide
network. Anticipating this threat in the future, Russia pioneered its own
alternative to SWIFT, a system called The System for the Transfer of Finan-
cial Messages.?% The head of development for the system claims that this
system already has eight international banks in its membership book.2%
By the framework laid out, these foreign bank entities are considered
sanction-busters. Russia anticipated the future correctly, because in 2022,
the West did what they had failed to agree to do before: restrict Russian
bank access to SWIFT.

Another alternative to SWIFT that Russia could utilize is the Chinese based
system of CIPS, or the Cross-border Interbank Payment System. This sys-
tem was engineered in 2015 by the People’s Bank of China. According to
the Center for Strategic and International Studies, transactions are grow-
ing on CIPS.?1% Russia, along with other countries disillusioned with the
Western world order, now have the possibility of seeking out CIPS as an
alternative to using SWIFT. Both systems — The System for the Transfer
of Financial Messages and CIPS not only mitigate the impact the removal
from SWIFT was supposed to have, but they also draw anti-western coun-
tries closer together.
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An additional partnership that Russia has been looking to strengthen has
been one with India. India has remained a “neutral” power in sanctions
against Russia. 2!!India has “neither condemned Russia’s invasion of Ukraine
nor imposed sanctions, although it abstained from the UN Security
Council vote.”?? In the wake of western sanctions, India has been looking
into ways to sanction bust with Russia. According to the Council on Foreign
Relations, India has been bolstering their economic ties with Russia, with
India “using rupee debt for joint investment to promote Russian-Indian
strategic partnership.”?'® Russia and India have also been looking into other
partnerships, such as “a rupee-ruble trade agreement.”?*

These two partnerships have the potential to change the world order
that has been around since the end of World War Il. These actions not
only draw non-western countries together, but may lead to a polarization
of two opposing forces, therefore disrupting the international order.

Secondly, the length of time sanctions are imposed is an important dimen-
sion in understanding whether these sanctions will be effective or not.
According to the Swedish Defense Research Agency, “The longer sanctions
stay in place, the higher the accumulated costs”.2> However, sender coun-
tries may reduce the length of sanctions for many reasons. A factor of sanc-
tion length is public support for sanctions. If costs of economic sanctions to
the sender country are high, leaders may face political pressure to reduce
or end sanctions by their constituents. If sender countries face political
pressure to reduce or end sanctions due to costs on their own countries,
they may be forced or coerced to end sanctions.
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“Busted Sanctions: Explaining Why Economic Sanctions Fail” suggests sanc-
tions put in place by the United States government in the past have “cost
Americans billions of dollars and hundreds of thousands of jobs”.2%¢ High
costs for sender countries such as these can often be enough for citizens
to totally reject sanctions, therefore putting pressure on elected officials to
end sanctions prematurely or to not raise sanctions even higher. If target
countries anticipate sender countries de-escalating sanctions or not rais-
ing sanctions even higher, they may not change their behavior.

The U.S. Energy Information Administration reports that before the Russian-
-Ukrainian war, in January 2022, gas prices in United States averaged at
$3.413 per gallon. In June of 2022, gas prices were $5.032 per gallon, an
all-time high.?'” This rapid increase in gas prices has been linked to the
complete US ban of Russian oil. This ban reduced the supply of oil, there-
fore driving up prices at the pump.2*® According to Gallup, as of June 2022,
67% of Americans polled described gas price increases as causing “financial
hardship” for them and their households.?!® They also averaged an Eco-
nomic Confidence Index of -58, the lowest recorded since the 2008-2009
financial crisis.??? Poll results such as these show that Americans are
unhappy with the state of the economy as a whole.

By ending sanctions prematurely, it undermines the potential impact they
might have in the long run. Although sanctions in the short-term have
not yet succeeded in ending the war between Russia and Ukraine, they
could in the long-run by crippling Russia’s economy. Josep Borrell, the High
Representative of the European Union for Foreign Affairs and Security
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policy, posits that it may “take a long time for [sanctions] to have the desi-
red effect”.??! If sanctions were to end before the end of 2022, arguably it
would undermine their introduction in the first place.

A third and final factor to consider, is international coordination for eco-
nomic sanctions, deemed critical for their effectiveness. The Swedish
Defense Research Agency for example, argues “the diverse agendas of dif-
ferent senders may create confusion and competition, which can be used
by the target state. Multilateral sanctions issued by individual states may
also divide the senders, thereby decreasing the pressure on the target for
change in political behavior.”??> This paper also supports this claim, and
puts forth that uncoordinated sanctions can have a reduced effect on the
target country and should instead be highly synchronized. This concept will
be touched upon in the proceeding section of this paper.

Policy Recommendations

The question that continues to preoccupy the minds of government officials,
policymakers, and scholars is “How can sanctions against Russia work more
effectively?” Bearing in mind the framework, reasoning, and explanations
offered in this paper, a few policy recommendations are presented with
the goal of increasing the efficiency and effectiveness of sanctions.

“The involvement of international institutions” the Swedish Defense
Research Agency argues, “is found to increase the chances of sanction
success.”?%3 As touched upon previously, disorganized sanctions can decrease
their impact. The European Union has done a fair job of rallying mem-
ber countries to coordinate sanctions. However, dissent remains between
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countries. Germany for example, originally opposed banning Russia from
SWIFT. Out of all EU countries, Germany trades the most with Russia. There-
fore, banning Russia from SWIFT would negatively impact the German
economy.??* Additionally, Hungary opposed any EU sanctions that imposed
Russian energy limits since it heavily relies on Russian gas.??> As time has
gone on, however, both Germany and Hungary have changed their stance,
agreeing with European Union measures.

As demonstrated, international institutions are vital to sanction collec-
tivism. It also represents the first policy recommendation suggesting the
European Union should keep their sanctions solid and unified. It is there-
fore vital that the European Commission passes the proposal introduced
on May 25 2022 that would make sanction violations a crime in the
European Union.??® Countries who fail to comply could face fines imposed
against them. Incentives should be provided to EU countries that under-
take the most severe sanctions against Russia and to countries that fol-
low sanctions by the book. For example, incentives could include EU fund-
ing for public programs for the country. The funding for these incentives
should be drawn from fines imposed against EU member states that are
found to be not following sanctions. This approach simultaneously encour-
ages member states to abstain from violating sanctions as well as provides
reason to follow them more closely.

A second policy recommendation would be for the EU for Western coun-
tries to fight sanction buster states. As previously discussed, sanction
buster states have the potential to lessen the effect that sanctions have
on target states. If states such as China and India continue to move closer
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to Russia and provide outlets from sanctions, they should face penalties.
According to Bryan Early, “Policy makers can selectively target trade likely
trade-based sanction busters with intensive diplomatic or coercive pres-
sure to prevent them from sanction busting.”?*’ This is the approach that
should be taken with states such as India and China if they continue down
the diplomatic path they are currently on.

A final policy recommendation is to combat sanction fatigue. As the war
goes on and the media loses focus on the Russian-Ukrainian invasion,
many citizens of countries like the United States, who are experiencing
large gas price increases, begin to wonder why sanctions are being utilized.
This mindset is one that discourages collectivism for Ukraine. A public in-
formation campaign that shows the horrific crimes Russia is committing
while occupying Ukraine could help citizens of countries being impacted
by higher prices understand that sanctions against Russia are for the great-
er good of the world. The western media must not forget about Ukraine
as the war goes on, or else public support for the sanctions could be lost.

Conclusion

Sanctions are a tool of international policy that have been utilized histori-
cally to attack a country in such a way that it does not cause full military
escalation. Although the sanctions utilized by the West in the Russian-
Ukrainian War have had some effects on the Russian economy, the impact
has not been large enough to change Russia’s war path in Ukraine.

This paper has examined the current state of economic sanctions and their
effect, discussed a brief history of the Russian-Ukrainian conflict, reviewed
a case study of the 2014 sanctions imposed on Russia for its invasion in
Crimea, analyzed factors contributing to the effectiveness of sanctions
directed at Russia, and offered policy recommendations for the future in
order to increase their effectiveness. Furthermore, this paper has identi-
fied three critical factors to improve the impact of sanctions: identify and
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address sanction buster states, ensure the length of time sanctions are
enacted, and international coordination. As the Russian-Ukrainian war
ensues, the situation will continue to evolve and change. Therefore, it
is important to emphasize that this paper has operated off of informa-
tion that is accurate and current as of June 2022. What remains needed is
follow up research, not only to understand why sanctions fail or succeed, but
more importantly, to understand how sanctions against Russia are changing
the post-World War Il order that has been the international norm since
the 1940s.



