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The Euromaidan demonstrations in Kiev, recognition of Crimea as an independent

entity by Russia, call for ‘Greater Novorossiya’ in Eastern Ukraine and the downing of
Malaysian MH17 Passenger Jet in the separatists region of Ukraine have illustrated the
sensitive positions of Russia and the West. The ire of the West towards Russia has
continued in response to the escalating War in Donbass! despite the call for ceasefire. West
antagonism is reflected in a wave of new sanctions imposed on Russia. It is, however,
important to investigate the scope of the latest sanctions and its impact on Russia’s
intervention in Eastern Ukraine. Will the latest round of sanctions manage to make any

dent on the economic growth of Russia and will they place a long term pressure on Russia?

Russia has been under the scanner of the West for its potential role in the onset of
Ukraine imbroglio. The new list of sanctions aims at putting pressure on Russian President
and his loyalists to change course of their intentions on Ukraine.2 More US restrictions
came in September, targeting the biggest Russian bank - Sberbank - defence conglomerate
Rostec, Gazprom and some other major players in the Russian economy. The access of
these banks to long-term loans has been blocked. After having been buoyed by oil income,
observers say the sanctions are potentially grim for a Russian economy that has slumped

this year and is now facing weak direct investment and soaring capital flight.3

EU sanctions announced on 12 September targeted Russia's state finances, energy
and arms sectors. It blacklisted dozens of senior Russian officials, separatist commanders

and other Russians for their role in Ukraine crisis. By tightening restrictions on major
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Russian state banks and corporations, the EU put its capital markets off-limits to Russian
state-owned banks. EU's sectoral sanctions did not however affect subsidiaries of Russian
banks in the European Union.* Nevertheless, these are sectors managed by the powerful
elites around President Vladimir Putin. EU has excluded long-term loans to Russian banks
including, exports of dual-use equipment that can be used in the oil and military industries
in Russia are banned, future EU-Russia arms deals have been prohibited and the EU will not

export a wide range of oil industry technology.>

The U.S. and European sanctions against Russia's energy and finance sectors are
believed to be strong enough to cause deep, long-lasting damage within months unless
Moscow prompts the West to annul them by withdrawing support for anti- Kiev insurgents.
The new set of sanctions hurled at Russia is clearly aimed at hurting Russia’s economy
without doing undue damage to own trade interests especially of the European Union.® As
for the hardliners in Putin’s immediate circle, the penalties go further than the previous
sanctions. Economists have revised downward their predictions for Russian growth this

year, with some saying the country will go into recession.”

In addition, the European Parliament and Ukrainian Rada (parliament) ratified the
landmark association and free trade agreements on 16 September following the decision by
legislators in Kiev to grant “special status”® for eastern regions of the country. Russia
argued that the flood of cheap EU goods could ruin many Russian producers, if Ukraine
were to adopt EU free trade rules. In 2013 EU imports from Ukraine amounted to 13.8bn
Euros, and the bloc's exports to Ukraine totaled 23.9 bn Euros.? The ratification however
follows a request from Kiev to postpone bilateral implementation of free trade until

December 2015 from November this year as originally agreed.

Before one may conclude that the imposition of new sanctions may have alarmed
Moscow, Russia has not lost its cradle completely in Ukraine. The delay of the
implementation of the agreement is seen as a victory by Russia who repeated its threat to
impose trade penalties against Kiev as soon as the deal enters into force.l® With heavily
armed pro-Russian separatists now controlling a huge swathe of eastern Ukraine,

President Poroshenko, appear anxious as Ukraine could run out of gas in the bitter winter,
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as Russia has stopped deliveries, demanding that Ukraine repay its debts.11 The call for 14-
month suspension by Ukraine has triggered alarm in the EU, with many officials expressing

concerns that Russia had dictated the terms of a deal that was meant to be bilaterally

agreed between Brussels and Kiev.12

This leaves us with the question
whether these measures by both US and
Europe would really hurt Russia. Russia is
Europe’s main energy supplier as it supplies
about 30% of Europe’s natural gas and 35% of
its oil imports come from Russia. Given the
substantial trade and economic co-operation
between Russia and the members of the EU,
any form on sanctions with regard to energy
markets of Russia will have repercussions on
both the regions and market security.13
According to European estimates, Europe's
losses from Russia's sanctions amounted to
about 40 billion Euros. The measures affected

mostly the countries that had close ties with
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Sources claim that the EU may start revising its sanctions against Russia by
September 30. The EU foreign policy service is planning to provide to permanent
representatives a report on the discharge of Minsk Peace Plan and how ceasefire in Eastern

Ukraine is being observed. Thereafter, permanent representatives may decide to gradually
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lift the previously imposed restrictive measures. Most likely, the sanctions will be lifted

similarly to how they were imposed - in packages.16

The response of the West to Ukraine crisis and the imposition of new sanctions has
led to a contagion effect not only on Russia but also on Ukraine and EU in particular.
Instead of denouncing Russia, the foremost requirement is to address the crisis and revamp
the relationship between Russia and the West and initiate further steps together for a
lasting ceasefire. The Kiev leadership, anti-Kiev insurgents, Moscow and European Union

should adopt a meaningful dialogue with peaceful solution to the ongoing crisis in Ukraine.

(Disclaimer: The views and opinions expressed in this article are those of the author and do not

necessarily reflect the position of the Centre for Air Power Studies [CAPS])
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