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AHHOTALUA.

CaHKIIMOHHOE JaBieHHE Ha Pocchio OCyIIECTBIISIETCS HA NPOTSHKEHUM IMOCIEIHUX
100 ner. Ho, aTo He nmomemano Poccuu mepBoil 0OCBOMTH KOCMOC, CTaTh SIAEPHOU
JiepKaBoH, co31aTb 0OOPOHHO-IIPOMBIIIJIEHHBIH KOMIUIEKC, TPEBOCXOAALINI MHOTHE
rocyznapctBa. B mapte 2022 roga Poccust cHOBa CTOJIKHYJIACh ¢ OYEPETHBIMUA MEPO-
IPUATHAMM, NBITAIOIMMUCS clepkaTh ee pasBurue. Ctpansl EBpocorosza, CUIA,
Agcrpayms, Kanaga u Hosas 3enannus, TaiiBanb, FOxnas Kopes, Snonus o0bsBu-
au cankuuu Poccun. B pabGote paccmarpuBaercs JBa OCHOBHBIX OJIOKa CaHKIMI:
(uHAHCOBBI M TOProBO-NPOMBIIIIEHHBIA. [IpoBeeH ucTopuyecKuit IKCKypc CTo-
JIETHEr0 CAHKIIMOHHOTO JIaBJEHUS U JOKA3bIBAE€TCs, YTO CAHKLUU HAHOCAT yIEepO
POCCUICKON 3KOHOMHKE, HO HE SIBIIAIOTCS TyOUTEeNbHBIMU NJisi Hee. [IpencraBieHsl
IIPUMEPHI MOJIOXKUTEIBHOTO U OTPULATENIBHOTO BO3JEHCTBUS CaHKLMUN, KaK Ha poc-
CHUICKYIO MPOMBIIIIEHHOCTh, TaK U Ha eBponeiickyto. PaccMorpen kosutanc Ha GoH-
noBoit Oupxke. JlokazaHo, 4TO poccuiickas (puHaHCOBas MHPPACTPYKTypa OyIeT pa-
Oorath OecriepeboiiHo, naxe eciau ee orkirouat or SWIFT. MHeHue aBTopa CBOJIUT-
Csl K TOMY, YTO CAHKIIMU HOCAT OOJIbIIE MCUXOJIOTHYECKUN XapaKTep, HEKEeNU pas-
PYLIUTENbHBIN 17151 9KOHOMHUKH.
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Abstract.

Russia has been under sanctions pressure for the past 100 years. However, this did
not prevent Russia from being the first to explore space, becoming a nuclear power,
creating a defense and industrial complex surpassing many states. In March 2022,
Russia again faced another set of measures trying to hold back its development. The
EU countries, the United States, Australia, Canada, and New Zealand, as well as
Taiwan, South Korea, and Japan have announced sanctions against Russia. The arti-
cle considers two main blocks of sanctions, which are financial sanctions and com-
mercial and industrial sanctions. A historical overview of the hundred-year sanctions
pressure has been drawn up and it has been proved that sanctions damage the Rus-
sian economy but are not fatal for it. Examples of positive and negative impact of
sanctions, both on the Russian industry and on the European one, have been present-
ed. The collapse on the stock exchange has been considered. It has been proven that
the Russian financial infrastructure will work smoothly even if it is disconnected
from SWIFT. The author's opinion is that the sanctions are more psychological in na-

ture than destructive to the economy.
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Introduction

Today is a very difficult time, when the
world economy is being transformed, its
structure and key players on the world stage
are changing. The economic development of
many countries is subject to severe fluctua-
tions that could lead the country to fundamen-
tally new positions in the global economic
space. It should be noted that these positions
can have both positive and negative dynam-
ics. Undoubtedly, this process is influenced
by the aggravation of contradictions between
different states. Those who had a leading po-
sition may gradually fade into the back-
ground, thus the states at all costs want to
maintain their primacy, using various meth-
ods and instruments, including military ones.
One of the most popular methods of influence
is the sanctions pressure, which is expressed
in the ban on the movement of capital, its ac-
cess to world markets, in limiting export-

import operations, especially for strategically
important and high-tech goods. Economic
weakening of the state and the imposition of
its political will by the dominants is supposed
to be the result of the sanctions pressure.

In 2022, Russia faced another sanctions
pressure when it recognized the independence
of the Luhansk People’s Republic and the
Donetsk People’s Republic. Since then, Rus-
sia became the leader in terms of the number
of sanctions imposed against it.

Main part
History of sanctions pressure on Russia
When examining global pressure and its
consequences on Russia, it is necessary to
start with the fact that sanctions pressure is
not new for the Russian economy and has a
century of history [Vaganova, 2019].
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OCHOBHBIE ITOKa3aTeanu SKOHOMHKH Poccruu

Main indicators of the Russian economy

Tabnuua 1

Table 1

Period of
imposition
of sanc-
tions, year

Sanctions measures

Basis for imposing
sanctions

Consequences for Russia

1917-1920

Commercial and naval blockade

Soviet Government’s refusal
to pay off debts of the Rus-
sian Empire and nationaliza-
tions of enterprises owned
by foreign capital

Decline in the volume of for-
eign trade of the RSFSR, which
fell almost to zero.
(Turnover amounted to 14.4
million rubles. In 1913, this
figure was 12.6 billion rubles)

1925-1934

“Gold blockade™:
gold was no longer accepted from
the USSR as payment for imported
equipment and technology

Decision of the RSFSR on
the monopolization of for-
eign trade

Mechanism has been developed
to replace equipment purchased
abroad with domestic one.
(The volume of external trade
reached 9.1 billion rubles)

1949-1970

Coordinating Committee for Multi-
lateral Export Controls (restrictions
on the export of “strategic” goods
and technologies to the countries of
the Socialist Camp)

Unification of the countries
of the Socialist Camp

European and American com-
panies have lost a large sales
market
(Foreign trade turnover with the
USSR fell to 17%)

1974

The USA passed the Jackson-Vanik
Amendment. Restriction on trade,
government loans and loan guaran-
tees

Legislation adopted by the

USSR restricting the free-

dom of emigration of citi-
zens

1980

The USA issued an order to use eco-
nomic measures on the economy of
the USSR

Introduction of Soviet
troops into Afghanistan

Joint construction of the Uren-
goy-Pomary-Uzhgorod gas
pipeline. Acquisition of high-
tech equipment for the oil and
gas sector

2014

Prohibition of dual-use goods and
technologies from the US and EU
countries;

Expansion of restrictions for 5 Rus-
sian state banks;
Prohibition of European structures to
provide investment services

Crimea joined the Russian
Federation

The import substitution pro-
gram has been strengthened.
The country has achieved food
security

2022

Freezing the assets of major compa-
nies and banks;

Freezing the International Reserves
of the Russian Federation;
Prohibition of the supply of goods
and technology from the USA and
EU countries;

Ban on the use of foreign infor-
mation channels in Russia

Recognition of independ-
ence of the Luhansk Peo-
ple’s Republic and the Do-
netsk People’s Republic

Mechanisms of public-private
partnership have been launched.
Tax preferences have been de-
termined for the opening of
new production facilities.
Priority R&D is financed from
the federal budget

Hcmounuk:. cocmasneno asnopom
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In 1917, when the new Soviet state was
formed, the countries of Western Europe and
America tried to hinder the development of
Russia and imposed a commercial and naval
blockade. Such behavior of the Entente coun-
tries had been dictated by the desire to get
payments on debts of the Russian Empire and
to return the capital invested in the enterprises
that were nationalized. The blockade was un-
successful on the part of the Entente and was
ended in 1920. Some foreign sources claim
this blockade had affected the decline in for-
eign trade, which fell almost to zero. Howev-
er, if we consider that the entire national eco-
nomic complex of Soviet Union in those years
was destroyed and the state had to build a
New Economic Policy (NEP), then we can
say that the embargo measures had been un-
tenable.

Since 1925, foreign countries have
made a number of attempts to inflict an eco-
nomic blow on the USSR. They demanded
payment for the supplied equipment and new
technologies not in monetary units, but in
natural products, including wood, grain, oil,
gold. Such calculations were made until 1934.
In the same years, a financial blockade was
introduced, which was crediting the Soviet
economy on deliberately unfavorable terms.

After World War Il, the situation began
to improve, because the Soviet state had had
allies that entered the so-called contour of the
socialist camp. Ever since, the relations of the
USSR began to develop rapidly, the country
actively used foreign technology and equip-
ment, and created thousands of new plants
and factories. Such economic growth could
not fail to interest unfriendly countries, and in
1949 the USA, the United Kingdom, Canada,
France, Germany, Australia, Japan, etc., had
formed the Coordinating Committee for Mul-
tilateral Export Controls (CoCom), which for
decades compiled lists of strategic goods and
technologies that are not subject to export to
the countries of the Socialist Camp.

The impact of sanctions on the economy
of the USSR had not become disastrous.
USSR government authorities made many
efforts to restore and normalize economic re-

lations with the West. In 1952, an Internation-
al Economic Conference was held in Mos-
cow. It was attended by business representa-
tives, trade unionists, scientists and journalists
from several dozen countries. The main issue
of the event was an attempt to jointly search
for opportunities to develop peaceful coopera-
tion between various political systems
through the development of economic ties.

In 2014, after the Crimea joined Russia,
restrictions were imposed by the EU and
American countries on the supply of dual-use
goods to the Russian Federation for enterpris-
es of the military-industrial complex and on
the transfer of equipment for the development
of deep-sea, Arctic and shale oil fields. Nev-
ertheless, Russia is among the leaders in oil
and gas sales. In the same year, a food embar-
go was introduced on Russia, i.e. a ban on the
import of certain agricultural products, raw
materials and food from the countries of the
European Union, the United States, Australia,
Canada, Norway, etc.

For Russia, the embargo contributed to
the growth of agricultural production and the
food industry. The production of meat, dairy
products, and vegetables increased 3, 2.8, and
3.5 times, respectively. All these achieve-
ments have reduced import dependence in the
agro-food sector and increased the country’s
food security. Some countries that imposed
sanctions against Russia also benefited from
the embargo. For example, the Faroe Islands
of Denmark have increased the supply of fish
products to Russia.

Russia still has a friendly attitude to-
wards economic relations with all countries,
and only some are still trying to dictate their
terms to it, not realizing that the sanctions im-
posed against Russia may create the opposite
effect.

Current state of the Russian economy

For some reason, Western countries
consider Russia’s economy to be weak, thus
they have probably started to impose various
types of sanctions, believing that they should
cause enormous damage to the already not
very developed economy. But, according to a
number of scientists, including foreign ones,
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the Russian economy is in a relatively healthy
and stable state.

It is possible to prove the success of the
development of the Russian economy by ana-
lyzing the main indicators characterizing the

economic situation in the country over the
past eight years, starting in 2014, when sanc-
tions were imposed because of Crimea joining
the Russian Federation (Table 2).

Tabnua 2
OcHOBHBIE NIOKA3aTENN POCCUIICKON SKOHOMUKHI
Table 2
Main indicators of the Russian economy
Indicator 2014 2015 2016 2017 2018 2019 2020 2021
SBE’Sb'"'O” 87170.2 | 85450.6 | 85616.1 | 87179.3 | 89626.6 | 91596.7 | 891389 | 933723
Annual GDP
Growth Rate, % | 1007 98.0 100.2 101,8 102.8 102.2 98.3 105.3
gﬁ&ﬁf;gf&'ta’ 79030 | 83087.4 | 85616.1 | 918432 | 10361.7 | 10908.3 | 107 315.3 | 1307953
Inflation Rate, % | 11.36 12.91 5.38 2.52 427 3.05 491 8.39
Interest Rate, % 55 125 11.0 10.0 75 75 4.25 45
Unemployment
Rate, 3889 | 4263 4243 3969 3658 3464 4321 4231
thousand people
Wages 32495 | 34030 | 36709 | 39167 | 43724 | 47867 | 51344 56 545
International
Foreign Ex-
change Reserves, | 3885 | 3702 385.3 432.1 466.9 549.8 587.5 630
billion US dol-
lars
ﬁgarferﬁgg' bil- | oc 7042 | 543554 | 50002.3 | 51211.8 | 49827.3 | 49156.5 | 548483 | 567029

Source: compiled by author based on the materials of the Federal Service for State Statistics

(Rosstat). URL: https://rosstat.gov.ru/.

Examining the data in the table, we ob-
serve that the Russian economy has been op-
erating at full capacity over the past eight
years. Its economic growth averages 4.1%.
Slight fluctuations were seen in 2020 due to
the introduction of some restrictions related to
COVID-19, but already in 2021, GDP growth
rates are gaining strength again. This positive
trend can be explained by rapid credit growth,
investment activity on the demand side, high
household consumption, return to the full-
fledged retail market, and the functioning of
the transport network. The construction indus-
try has had a positive impact on the growth
rate of the Russian economy, which has be-
come more active due to the implementation
of state concessional lending programs and
the application of direct state support

measures. All sectors of the economy have
shown positive dynamics, surpassing the pre-
pandemic indicators.

It is possible to change the role of Rus-
sia in global markets and to acquire a new
quality of development. To do this, it is nec-
essary to increase the share of investment in
GDP to 25% by 2025, which can be obtained
from both own funds of enterprises and funds
from the federal and regional budgets. In the
face of uncertainty, external pressure and
tightening restrictions in international finan-
cial markets, the role of foreign business in-
vestment is minimized, because it can be
withdrawn from the economy at any moment,
while public investment comes to the fore.
Therefore, the Development Fund created by
the state, which in 2018 was equal to 3.5 tril-
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lion rubles, effectively influences economic
processes in the country and contributes to the
development of Russian entrepreneurship.

In terms of world economic trends, the
economy is growing at a rate of 3.3%, accord-
ing to the Organization for Economic Coop-
eration and Development (OECD) [World
economy, 2017]. It is obvious that the struc-
tural elements of the world economy are de-
veloping at different rates. The average
growth of advanced economies is 6.1%, while
developing economies have a lower growth
rate of 3.1%, and transition economies are
even lower at 2.2%. Consequently, Russia,
with an economic growth rate of 4.1%, is a
worthy partner in the world market.

Sanctions pressure on Russia

Today, Russia is facing perhaps the
heaviest sanctions in modern Russian history,
both in terms of the scale of economic re-
strictions and in terms of the number of coun-
tries that have joined the sanctions pressure.
World economic leaders have long used con-
straining instruments for the development of
other countries, exposing them to the risks
related to increased protectionism, financial
vulnerability, potential energy price volatility,
and imposing economic sanctions.

Conventionally, economic sanctions can
be divided into two main blocks. The first one
is a ban on capital movements, i.e. limiting
the access of domestic credit institutions to
the European capital market. The second is a
restriction of export-import transactions, lim-
iting trade and production interaction with a
number of sectors of the Russian economy,
which include aviation, military-industrial,
and fuel and energy complexes.

In 2014, according to a number of Rus-
sian scientists, the losses of the Russian econ-
omy from the sanctions regime amounted to
258 billion US dollars per year. It is too early
to calculate a loss from today’s sanctions, but
we can assume that they will not have a dev-
astating impact on the Russian economy, as in
previous periods. Russia can acquire positive
aspects for its development, and, as the Presi-

dent of the Russian Federation noted, get ad-
ditional competencies.

Financial block of sanctions. This block
includes sanctions against public debt, freez-
ing the assets of major companies and banks.
However, such restrictions will not place a
heavy burden on the Russian economy, be-
cause it has its own resources. There are ac-
cumulated funds in the amount of almost 40
trillion rubles due to the successful function-
ing of the domestic industry, as well as the
savings of Russian citizens. Moreover, Russia
took advantage of the economic and political
situation and earned about 20 billion US dol-
lars on the stock exchange in a few days at the
beginning of March 2022. The Government of
the Russian Federation allocated funds from
the Russian National Welfare Fund (NWF)
and bought out about 30% of the shares of
Russian monopolies. This was facilitated by
the collapse of Russia’s energy companies,
caused by the uncertain political situation in
Russia and Ukraine. Max Otte, a well-known
economist, financial expert and writer, in an
interview with DWN notes that the tense mili-
tary-political situation between Russia and
Ukraine is turning the stock market upside
down, now there are many transactions on the
market [Otte, M. Der Krieg wirbelt..., 2022].
Shareholders tried to sell their shares at any
price, as long as they did not depreciate com-
pletely. As a result, a part of the shares of en-
ergy companies now is owned by Russian in-
vestors, not foreign (American or European)
ones. Consequently, the bulk of the oil and
gas revenues will fall into the Russian treas-
ury, and not leak out of the country or settle
off-shore as before. Replenishment of the
budget will have a positive impact on the fi-
nancing of social sectors such as education,
medicine, culture, sports, social security.

As for the disconnection from the
SWIFT international interbank payment sys-
tem, it should be noted that the Russian finan-
cial infrastructure will work uninterruptedly
through the domestic alternative System for
Transfer of Financial Messages (SPFS) which
started to operate in December 2020. Besides
that, such types of money transfers as elec-
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tronic wallets of Russian operators (QIWI,
UMoney) continue their functioning. Thus,
the disconnection from SWIFT will not affect
or have a minimal impact on domestic trans-
fers of individuals. But how foreign partners
will pay for oil, gas and fertilizers bought in
our country, is a big question.

The second sanctions block includes re-
strictions on export-import operations. Sanc-
tioners plan to significantly restrict access to
technical solutions necessary not only for the
development of the defense industry, but also
for strategically important industries such as
petrochemical production, automobile and
aircraft industries, railway and space indus-
tries, information and communication tech-
nology (ICT). But are these measures really
that effective?

Many important companies in the glob-
al market are suspending their activities, ra-
ther than refusing to cooperate and operate in
Russia completely. For example, the EU has
banned the operation of its aircraft and closed
the skies for Russia. In response to this atepe,
the Russian side banned flights over its coun-
try. In this situation, European and British air-
lines incur a loss of almost 0.5 million US
dollars daily [Closed Skies: ..., 2022], flying
to Asia not through the Trans-Siberian route,
but through the southern corridor, making a
huge detour. But the American Boeing did not
impose such sanctions and will continue to
operate, taking market share and profit from
Europeans.

This type of sanction will have a posi-
tive impact for the Russian economy, as well
as for Boeing. The aviation and aircraft manu-
facturing industries will receive an unprece-
dented impetus for their development. Instead
of purchasing or leasing foreign aircraft, do-
mestic manufacturers will be supported to ex-
pand the production of civil aircraft and air-
craft engines. The number of domestic flights
will be increased.

If we consider the automotive industry,
then by banning the import of European cars
into Russia, the EU countries are losing a
huge Russian market and ruining their indus-

try, giving a great opportunity to develop the
Russian automotive industry.

While exploring the situation on the
commodity market, Russia is again in a better
position than the Western countries. It is the
largest supplier of energy, titanium and palla-
dium to the world market. Therefore, obvi-
ously, it can dictate own terms of delivery. At
the beginning of March 2022 there has been a
rise in gas prices in Europe from 900 to 3,800,
an increase in oil prices, which amount to
more than 100 US dollars per barrel. Describ-
ing the financial block of sanctions, it has
been mentioned that the main part of the rev-
enue from the oil and gas industry will go to
the treasury of Russia, and not settle offshore.
Therefore, Russian citizens will benefit from
the sanctions, although they will suffer some
inconvenience, for example, in the infor-
mation and communication space. But here
there is the second side of the coin, after hav-
ing banned the broadcasting of Russian chan-
nels on the territory of Europe, a ban on the
use of foreign information channels in Russia
was introduced. This ban is not palpable for
the Russians but is painful for the sanctioners.
They themselves beat out the trump card and
create the prerequisites for stagnation of their
economies.

Conclusion

Sanctions pressure is more of a psycho-
logical nature than an economic one. It is not
profitable to withdraw business from Russia
for the majority of large foreign companies.
Foreign economic ties are easy to break and
take years to recover. Neither business nor the
Russian authorities have the goal of weaken-
ing their economic position in the global
space, so common sense must prevail. Mak-
ing predictions in a tense military-political
situation is difficult and not grateful, but in
reality, Europe will soon abandon a number
of sanctions, because otherwise the European
economy will face, if not a catastrophe, then
stagnation in many economic sectors. There
may be a stagnation of production and trade
for a sufficiently long period of time, due to
the displacement of European companies
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from the market by American ones. Europe
could lose exports of fertilizers and grains
from Russia and Ukraine, an increase in the
cost of gas would hit European industry, mak-
ing European goods expensive and unprofita-
ble, and banning specific products would have
a double impact on the economies of producer
countries. All these factors will negatively
affect the competitiveness of the prosperous
European economies and allow the Russian
economy to reach a new leading level of de-
velopment.
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