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Abstract

The European Union threatened sanctions-busting third states with secondary sanctions
through its eleventh package of sanctions imposed upon Russia after the full-scale invasion of
Ukraine. Extant theoretical frameworks and empirical findings about threatening secondary
sanctions upon sanctions-busting third states acting in a triadic context remain underdeveloped.
A deeper understanding of the contexts shaping third states’ decision-making may therefore
enable more effective sanction threats, increasing the likelihood of effective sanctions
imposition upon a target. A new theoretical framework is built on a multi-method approach to
uncover the causal mechanisms behind the decision-making of the sanctions-busting third
states. The empirical contributions indicate that enabling a sender’s commercial sector to
deepen mutual economic interdependence with a third state can make threats of secondary
sanctions more effective. In practice, encouraging bilateral or multilateral trade could enhance
the credibility, and thus efficacy of sanction threats. The theoretical contributions indicate that
trade dependencies and alliances shape the rationales guiding decision-making in triadic

contexts, while long-term foreign policy strategies appear to exert yet a stronger influence.
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1. Introduction

1.1 Research problem

After the full-scale invasion of Ukraine, there have been multiple states in western and central
Asia allowing Russia to evade sanctions imposed by the EU, US, and the G7 through exports
and re-exports (Lukaszuk, 2021; Partsvaniya & Pirveli, 2024). Armenia, Georgia, and
Kazakhstan! are among other states marked as third states® that exporters ‘should consider
conducting enhanced due diligence on’ by the United Kingdom’s government. This is due to
the risk of entities or companies within the states aiding in Russian sanctions evasion
(Department for Business & Trade, 2025). A common denominator between the relevant states
is that they try to maximise the utility of their international trade. Such behaviour could be seen
as hedging. Hedging is a proactive strategy where the state engaging in hedging attempts to
address risks through ‘alignment behavior’ between hegemonic powers (Ciorciari & Haacke,
2019, p. 370). This alignment behaviour includes engaging in trade with China, Russia, the
EU, and the US, all to a varying degree as seen through The Observatory of Economic
Complexity (OEC) (Simoes & Hidalgo, 2011). However, once the eleventh package of
sanctions was introduced by the EU (the Council, 2023), the hedging states were no longer
addressing risks. Instead, the states had to react to ‘clear identified threats’ (Ciorciari, 2019, p.
524), which can be understood through a conceptual game-theoretical crisis-bargaining

framework.

As of the eleventh package of sanctions introduced by the EU, a clear identified threat was
introduced to the relevant states who were previously hedging. Consequently, the states’
decision-making strategies started diverging and different strategies appeared in the states’
respective foreign trade policies. In UN Comtrade trade data concerning HS Code 8703237, the
results of the eleventh package of sanctions were varied. On the one hand, Georgia appeared

to cease its export of HS870323 to Russia after the eleventh package of sanctions were

! Hereinafter Armenia, Georgia, and Kazakhstan may be referred to as the ‘relevant states’.

2 The term ‘third state’ is used for all countries that are neither sender or target state in the specific sanctions
context (Early, 2009, p. 51).

3 Motor cars and other motor vehicles principally designed for the transport

of persons (other than those of heading 8702), including station wagons

and racing cars, of a cylinder capacity exceeding 1,500 cc but not exceeding 3,000 cc (World Customs
Organization, 2022).



introduced. On the other hand, Armenia and Kazakhstan instead continued their exports of
HS870323 to Russia, albeit at a heavily reduced rate. Yet, since the export rate was above net-
zero levels, it left them liable to secondary sanctions from the EU. Therefore, if we can
understand why some third states decide to cease their engagement with sanctions-busting,
depending on the threat from the sender,* the sender can minimise sanctions-busting and thus
maximise sanctions efficacy against the target.’> A deepened understanding could lead to the
imposition of more precise measures, which would maximise external pressures from a sender
to any non-compliant third state. Thus, it would maximise the utility of the sender’s or senders’

threat, or actual imposition of sanctions, and their efficacy upon the target state.

1.2 Purpose

The purpose is to understand how reactions and the rationales guiding third states engaged in
sanctions-busting vary when at risk of secondary sanctions. The third states behave in similar
ways by hedging against potential risks whilst under a no-risk context. However, their
behaviours diverge once a practical risk of secondary sanctions emerges. Understanding why
the rationales guiding their behaviours vary, can lead to a sender being able to maximise
sanctions efficacy against the target through understanding which contexts enable more

effective sanction threats.

1.3 Research questions

RQI1: How do reactions to the EU’s threat of secondary sanctions by Armenia, Georgia, and
Kazakhstan vary?
RQ2: How do the rationales guiding decision-making vary in Armenia, Georgia, and

Kazakhstan for their response to the EU’s threat of secondary sanctions?

1.4 Structure of the material

The thesis is structured into 7 sections. Directly succeeding this introduction is section 2, the
background, in which the sanction threat that gave rise to the varied decision-making processes
in the relevant states is presented. In section 3, prior research and the research gaps which

allows for theoretical and empirical contributions in connection to the research questions are

4 The term ‘sender’ is used for the state (or states) that is the source of the imposed sanctions (Hufbauer et al.,
2007, p. 43).

5 The term ‘target’ is used for the state (or states) that is the object of the imposed sanctions (Hufbauer et al., 2007,
p. 44).



discussed. These contributions mainly focus on the yet untheorized triadic dynamic vis-a-vis
sanctions threats while building on prior research. In section 4, the theoretical framework is
presented, outlining the conceptual game-theoretic approach and the shift from hedging to
crisis-bargaining when players face risk. In the theoretical framework, the players are assumed
to want to maximise their expected utility while weighing the expected utility against the risk
of being liable of secondary sanctions by the EU. To understand such behaviour, a multi-
method approach was decided on. Therefore, section 5 explains the implementation of the
multi-method approach employed in the thesis. Quantitatively, an interrupted time series
analysis (ITSA) shines a light on the varied shifts in export-trends in reaction to the EU’s
imposition of the eleventh package of sanctions using trade data from UNComtrade. While
qualitatively, reflexive content analysis (RCA) and comparative process tracing (CPT) work in
tandem to compare and contrast rationales for the domestic decision-making in each relevant
state. The data utilised for the qualitative methods were news articles from Eurasianet and
Radio Free Europe/Radio Liberty. Section 6 answers the two research questions through a
presentation of the results, subsequent analyses, and the contributions within the thesis. Finally,
section 7 summarises the analyses and the contributions with a conclusion that also touches

upon what future research could focus on if utilising the contributions within this thesis.

1.5 Brief presentation of the main argument

I argue that extant theoretical frameworks and empirical findings about sanctions-busting third
states are underdeveloped. Extant theory and empirics are therefore unable to aid in
understanding of how sanctions-busting third states in a triadic context act when threatened by
secondary sanctions. Furthermore, I argue that sanctions-busting third states can only be
understood through their conditional context and strategic rationales. The issue is therefore
double pronged as current theoretical frameworks are not created with such an intention in
mind. The development of a new theoretical approach in combination with a multi-method
framework was therefore crucial to uncover the causal mechanisms behind the relevant states’
decision-making. Understanding how sanctions-busting third states react to threats of
secondary sanctions may improve a sender’s efficacy through targeting weak points of a
sanctions-busting third state. To build a theoretical framework that was adequate, prior
literature was synthesised. The theoretical framework thereafter leveraged a multi-method
design built on both quantitative and qualitative data. Utilising the multi-method design, the
question of how the reactions to the secondary sanctions varied and how the rationales behind

decision-making varied between the relevant states were able to be answered.



2. Background

In February 2014, Russia annexed Crimea, triggering a sanction wave by the EU. The sanction
wave included targeted travel restrictions, asset freezes and the prohibition of the sale of ‘arms
and related materiel of all types’, among other sanctions. The sanctions were imposed by the
Council of the European Union (the Council) July 31, 2014 (the Council, 2014a, 2014b; van
Severen, 2021, p. 17). Over the course of the Russo-Ukrainian war, the EU continued to deepen
sanctions against Russia, attempting to change or prevent Russia’s actions in Ukraine by
straining the Russian economy. The EU also implemented a strategy called ‘Five Guiding
Principles for the Development of EU-Russia Relations’ in 2016 (Bossuyt & van Elsuwege,
2021, p. 7). According to Bossuyt & van Elsuwege (2021, p. 7) ‘[t]his approach means that the
EU will stand firm on key principles, such as respect for international law, democracy and
human rights, while at the same time allowing sufficient leeway for the development of
pragmatic cooperation in certain areas’. Thus, EU-Russia relations pre-full-scale invasion were
restricted but kept pragmatic as some areas of cooperation still were upheld, such as

cooperation in combating climate change and terrorism (Bossuyt & van Elsuwege, 2021, p. 7).

On February 24, 2022, Russia began its full-scale invasion of Ukraine which furthered the
previous violations of international law and of Ukraine’s sovereignty and territorial integrity.
Those violations unleashed further sanctions by several actors; most notably the EU and US
that imposed a battery of sanctions against Russia targeting Russian entities and persons
connected to the state apparatus (2022 O.J. (L 50), 2022; 2022 O.J. (L 52), 2022; 2022 O.J. (L
53), 2022; United States Department of State, 2022a, 2022b). The senders thereafter continued
targeting Russia to coerce them into ceasing its full-scale invasion of Ukraine. This could be
illustrated by the EU’s actions who have continuously imposed new sanction packages on
Russia from February 24, 2022, until now. Through the sanction packages, in addition with
other measures, the EU continuously tried, and continued to try, to target new mechanisms of

sanctions evasion.

Russia has since the annexation of Crimea and the first sanction wave, circumvented sanctions
in a multitude of ways. First, Russia has imported smuggled goods where the self-reported
trade data between the exporting actor and the importing actor often differ. This is known as a
bilateral asymmetry in trade. Bilateral asymmetry is quite common but tends to increase when

an actor is trying to smuggle goods while avoiding sanctions or tariffs (Lukaszuk, 2021, p. 86).



Second, Russia has imported commodities through third states that re-export the commodities
to the target and as a result evade the sanctions (Lukaszuk, 2021, pp. 87-88). Third, Russia has
combined the first and second approach; with the addition that the commodities were smuggled
from the sender to the third state and smuggled out of the third state to the target (Lukaszuk,
2021, p. 88). Fourth, Russia has also misclassified commodities to show exports occurring as
an unsanctioned commodity while the export is actually occurring as a sanctioned commodity
(Lukaszuk, 2021, pp. 90-91). While implementing measures for sanctions evasion Russia has
therefore (among other measures) utilised third states friendly to them to evade sanctions,
where the third states engage in so called sanctions-busting (Erport & Fadlon, 2023, pp. 100—
101).

States that engage in sanctions-busting are often difficult for the sender to coerce into ceasing
their behaviour. This is due to sanctions-busters acting outside of the jurisdiction of the sender,
which causes problems of extraterritoriality (Ruys & Silvestre, 2025, p. 467). Yet, the EU
decided to introduce an anti-circumvention mechanism in its eleventh package of sanctions
imposed against Russia. The sanctions package introduced a measure in which the EU can list
any third state:

[T]hat have been identified by the Council as having systematically and persistently failed

to prevent the sale, supply, transfer or export to Russia of goods and technology’. As

stipulated in Article 12f, once a third country is listed ‘it shall be prohibited to sell, supply,

transfer or export, directly or indirectly, goods and technology as listed in Annex XXXIII,

whether or not originating in the Union, to any natural or legal person, entity or body in

the third country specified’. (Ruys & Silvestre, 2025, p. 483)

The mechanism threatens third states and forces them to decide between ceasing or continuing
their engagement with sanctions-busting. This is due to the eleventh package threatening to list
any third state systematically and persistently failing to prevent domestic sanctions
circumvention. When the state has been listed, extraterritorial measures are imposed. Once this
mechanism has been activated, the third state is no longer allowed to export any sanctioned

goods to Russia, no matter the country of origin of the good (Ruys & Silvestre, 2025, p. 484).



3. Prior research

3.1 Sanctions and their efficacy

Sanctions are a coercive instrument that can be defined to ‘mean the deliberate, government
inspired withdrawal, or threat of withdrawal, of customary trade or financial relations’
(Hufbauer et al., 2007, p. 3). Sanctions are imposed from one sender or multiple senders onto
one target or multiple targets, wherein the state apparatus, entities, and/or individuals are
targeted in an attempt to change the political behaviour of the target (Hufbauer et al., 2007, p.
3). Furthermore, sanctions rely on an already existing relationship between sender and target
for the sanctions to have an effect. ‘For sanctions to have some impact, the target of sanctions
should be benefitting from some aspect of an economic relationship, and that benefit must be
reduced or removed, or threatened to be reduced or removed’ (Tsouloufas & Rochat, 2023, p.
286). Moreover, the sender sustains a negative economic impact themselves, as the prior trade
ceases between the two actors, even if the target sustains the larger negative impact as the object

of the imposed sanctions (Hufbauer et al., 2007, p. 108; Tsouloufas & Rochat, 2023, p. 286).

The efficacy of sanctions and their success, or lack thereof, in changing the political behaviour
of a target state have been debated in scholarly circles (Drezner, 1999, 2011; Pape, 1998;
Tsouloufas & Rochat, 2023). Imposing economic sanctions does not usually cause the target to
entirely and instantaneously change their political behaviour (Hufbauer et al., 2007, p. 159).
Instead, it was pointed out that sanctions that aim to have a ‘disruption of military adventures’
or ‘military impairment’ have a success ratio of 21% and 31% respectively, which indicates
sanctions inefficacy when a sender imposes sanctions with such policy goals in mind. The
average success ratio of imposed economic sanctions (including all categories of the policy
goals measured) were 34%. This indicates that senders usually struggle in making imposed
economic sanctions effective (Hutbauer et al., 2007, p. 159). However, scholars have pointed
out that Hufbauer et al’s original data set is flawed, as it ‘includes very few cases of sanctions
that were threatened but not implemented’ (Drezner, 2003, p. 655). The efficacy of a sender
that issued a sanction threat against a target and successfully coerced the target into ceasing its
behaviour, due to the threat, were therefore never recorded. Much of the post-2014 literature
within the subject instead utilised the updated ‘TIES dataset” which included both threats and
imposition of economic sanctions. This enabled scholars to understand how threats affect
targets (Morgan et al., 2014, p. 552). Moreover, using game-theoretic models, it was later

understood that ‘concessions are most likely at the threat stage’. However, this was contingent
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on the fact that ‘threats have higher success rates than [imposed] sanctions when [...]
generating at least some reputation costs that would be incurred if she fails to carry out an
unsuccessful threat’ (Krustev, 2010, p. 161). It is consequently understood that threats are more
effective if the sender has the capacity to follow through with actual imposition if the sanctions
are not successful at the threat stage. Moreover, threats of sanctions were found to be successful
when the sender and target have a higher level of economic interdependence (Walentek et al.,

2021, pp. 443—-444; Whang et al., 2013, p. 79).

When understanding sanctions efficacy, a more nuanced approach may be required to
understand whether the threat or imposition of sanctions are effective. If the efficacy of
sanctions ‘is only judged based on the specific goal of changing the immediate behaviour of
the target state, then effectiveness will inevitably be limited’ (Tsouloufas & Rochat, 2023, p.
289). Tsouloufas and Rochat (2023, p. 289) also underline that sanctions can be effective
through impacting the target to such a degree that it maximises reduction of the unwanted
political behaviour as much as possible. The measurement of the efficacy and/or success of
imposed sanctions should thus not only focus on compliance, instead it ‘ought to be expanded
well beyond the goal of compliance that dominates the field” (Portela, 2023, p. 21). Thus, it is
often argued in the sanctions efficacy literature that the target does not have to completely cease
its unwanted political behaviour for the sanctions to be effective and impactful (Vatansever,
2023, p. 80). However, the sender will still strive to maximise the utility of the imposed
economic sanctions. Therefore, preventing and/or removing as many obstacles as possible
reducing the efficacy of the imposed sanctions is always a preferred aim of the sender (Early,
2011, p. 399). When considering the efficacy of sanctions, it is not only the dynamic between
sender and target that affect if the threat or imposition of sanctions are effective. Third states
also act as support pillars for a target by creating new channels of trade that are not affected by
the sender’s sanctions through sanctions-busting (Peksen, 2019, pp. 637-638). It has also been
claimed that sanctions efficacy and their success can largely be attributed to the ‘behavior of
third states’ (C. Vlaskamp, 2023, p. 249). Removing or making third states sanctions-busting
more difficult, could therefore be a step in the right direction for the sender as the imposed

sanctions against the target could be made more successful.



3.2 Sanctions-busting

3.2.1 Brief introduction to sanctions-busting

As recognised in the sanction efficacy literature, a sender can run into efficacy issues when
third states help the target avoid sanctions through sanctions-busting. Sanctions-busting is
when ‘even one country gives substantial assistance to a sanctioned state’ (Early, 2009, p. 49).
A third state engaging in sanctions-busting may be more or less inclined to do so depending on
‘its relations with the sender, target, and economic constituencies, as each can pressure the

third-party state to adopt favorable policies’ (Early, 2009, p. 50).

3.2.2 Competing explanations of sanctions-busting and sender enforcement

Within the sanctions-busting literature there has been a divide between IR-scholars who seek
to explain the phenomenon through realist schools of thought and those that want to explain it
through liberal schools of thought. First, realists tend to emphasise that third states prioritise
security, and that third states therefore support their allies’ positions on the global arena
stronger, whether sender or target. Therefore, the general explanation was that ‘sanctions-
busting thus focus on third-party states’ security relationships with the target and sender states’
(Early, 2009, p. 52). Within this realist school of thought, Hufbauer et al (2007, pp. 46—47)
explained the behaviour of sanctions-busters as ‘black knights’. In their work they ‘speculate
that the assistance of “black knight” states is politically motivated’ but never came to a
conclusion about whether an alliance with the target or rivalry with the sender is the reason for
sanctions-busting (Early, 2009, p. 52). Viewing sanctions-busting through a realist lens meant
that the expected priorities were ‘security considerations’, which would be the greatest
incentive to bust sanctions in an effort to ensure mutual security through continued cashflow
(Early, 2009, p. 53). Second, liberals tend to emphasise opportunities of trade and the profits
that those opportunities could bring for sanctions-busting third states. When a target is
sanctioned and does no longer import a certain good from the sender, a comparative advantage
is created for third states due to the trade vacuum that has appeared (Kaempfer & Lowenberg,
1999, p. 40). However, within the sanctions-busting third state, the decision-makers must
juggle ‘their constituencies’ demands; which in turn affect those constituencies’ ability to trade
with the sanctioned states’. Thus, the sanctions-busting third state must pay attention to
domestic opinion and therefore cannot go all-in on profit if the domestic constituencies do not

wish for it. In conclusion, Early (2009, pp. 56-57) underlines that the greatest difference



between the security focused realist explanation and the economy focused liberal explanation

is regarding which explanation ‘take[s] primacy’ in the sanctions-busting context.

The different schools of thought do not exclude the competing explanation but weigh the
explanations differently. ‘The realist perspective predicts that sanctions-busting will occur only
when the state has a salient security interest in doing so. Similarly, the liberal perspective argues
that sanctions-busting will occur only when firms have such an interest’ (Early, 2009, p. 57).
This was theory-tested by Early (2009) who came to the conclusion that sanctions-busting for
profit according to liberal theory is the ‘richer account of sanctions-busting’. Moreover, one of
the conclusions drawn from the paper was that senders do not have many robust tools to prevent
and/or cease sanctions-busting from happening in third states. This was because of ‘factors that
senders can do little about’, such as: ‘the third party’s GDP, trade openness, and its having a
strong pre-existing commercial relationship with the target’. Consequently, it was presumed
that a sender does not have the capacity to prevent large scale sanctions-busting, which then
would inevitably severely reduce sanctions efficacy when it occurs (Early, 2009, pp. 67—68).
In a later paper by Early (2011, p. 399), it was suggested that ‘senders should do what they can
to prevent the emergence of extensive sanctions busters’ and ‘make sanctions-busting trade
more costly for those that engage in it’. However, it was also emphasised that extraterritorial
sanctions, such as secondary sanctions, ‘can be costly and often unproductive’ (Early, 2011,
pp- 399-400). This claim was made because of historically unsuccessful attempts of secondary
sanctions against sanctions-busters ‘such as the United Arab Emirates and China’ pertaining to

US sanctions imposed upon Iran (Early, 2011, p. 400).

Early (2015, p. 70) continued by asserting that it would be difficult for a sender to coerce a
sanctions-busting third state to cease its behaviour. This was due to it possibly damaging sender
to third state relations and it being too costly for the ‘potential benefits it provides’. Moreover,
it was pointed out that when multiple sanctions-busting third states have established
themselves, ‘a sender can often do little else to make sanctions successful’, and ‘in some cases,
sender states are better off conceding that sanctioning efforts have failed’ (Early, 2015, p. 212).
However, it was later found out that domestic firms and firms in third party states who act as
sanctions-busters can be affected through coercion. Juxtaposing earlier findings, it would
‘suggest that sender governments receive a significant return on their investments in enforcing
sanctions’ (Early & Peterson, 2022, p. 793). As such, their main findings concerning third party

sanctions-busting were that third parties violating sanctions reduce their re-exports of US
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products to the target once the financial penalties ‘are over $1 million’ USD (Early & Peterson,
2022, p. 793). It can therefore be understood that the cost of the penalty must outweigh the
benefit of continued sanctions-busting. In a similar vein Jeong (2023, p. 1922) contended, ‘I
highlight that sender states do not simply abandon sanctions in the face of sizable third-party
assistance to targets, but actively seek countermeasures’. The argument was based on the
premise that institutional sanctions could potentially ‘countervail sanctions-busting’ (Jeong,

2023, p. 1922), which, if successful, could cause a dent in the sanctions-busting efforts.

3.2.3 The efficacy of secondary sanctions against third states

The previous research has historically been sceptical of a sender being able to affect sanctions-
busting third states. Indeed, the United States’ secondary sanctions may not have worked
against big economies such as China and the United Arab Emirates. However, secondary
sanctions could potentially be more effective against smaller economies which share a larger
economic interdependence with the sender. Possibly more so if the sender is propped up by, or
originally is, an international institution as argued by (Jeong, 2023). Moreover, previous
research of secondary sanctions imposed upon sanctions-busters also tended to ignore the
debate of the success rate of sanctions threats vs. sanctions imposition. However, a difference
between the response to a threat between a sanctions-busting third state and a standard target
state could be their likelihoods of ceasing their behaviour. Indeed, a standard target state could
on the one hand be more likely to deep-rooted political reasons for their behaviour. The
sanctions-busting third state could on the other hand be more susceptible to ceasing sanctions-
busting if threatened, assuming their motivation is commercial and not alliance related (Early,
2015). This is because ‘the target’s expected cost of economic sanctions is systematically
related to the effectiveness of threats of economic coercion’ (Walentek et al., 2021, p. 443).
The research on the topic may therefore also gain empirical clarification from taking a step

back and re-framing secondary sanctions within the well-developed sanctions efficacy toolbox.

As explained, there is division among scholars regarding whether it is possible for a sender to
make sanctions successful once third state sanctions-busting has been initiated. Secrieru and
Berkok (2025) were the first to draw up a triadic approach in combination with game theory,
in which they wrote about imposed secondary sanctions on sanctions-busting third states.
However, the sequential game entirely ignored episodes of sanction threats. Thus, a research
gap remains and creates an opportunity for theoretical and empirical contribution to the efficacy

of sanction threats against sanctions-busting third states. Therefore, understanding how, and
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whether, sanctions-busting third states changes their behaviour once under threat by secondary
sanctions in their triadic context; could suggest when threats of secondary sanctions are most
effective. Accordingly, there are contribution opportunities vis-a-vis a concrete threat of
secondary sanctions against sanctions-busters and the conditions under which such threats
influence third state behaviour. Thus, the understanding of the efficacy of threats of secondary
sanctions against sanctions-busting third states would be increased, especially if modelled

through a game-theoretical triadic approach.
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4. Theoretical framework

4.1 Brief overview of the transition from hedging to crisis-bargaining

The relevant states tend to all employ hedging between bigger regional hegemons while
adjusting for potential risk. Hedging is ‘undertaken by one state toward another, featuring a
mix of cooperative and confrontational elements’ (Ciorciari & Haacke, 2019, p. 367). The
concept of hedging includes states and their respective governments hedging within the
security and financial sectors (Ciorciari, 2019, pp. 523—-524). States hedge because of potential
risks around them, therefore ‘hedging strategies seek to address risk’ (Ciorciari & Haacke,
2019, p. 369). However, when a threat of secondary sanctions is introduced, the governments
within the relevant states must respond to a direct risk. This can be understood through crisis-
bargaining, where the decision-makers are bargaining with incomplete information about what
the other player or players will do (McCarty & Meirowitz, 2006, p. 294). Decision-makers are
understood to bargain over maximising their expected utility. In the example of conflict
between two actors, expected utility ‘encapsulate expectations about the probability of winning
the war, the benefits of winning and losing, and the allocation of territory that the winner can
secure’ (McCarty & Meirowitz, 2006, p. 307). In a similar way, previously hedging sanctions-
busting third states will bargain to maximise expected utility when threatened with secondary
sanctions posing a concrete risk. Maximising expected utility is done through reaching the ideal
point between the actor’s most preferred policy outcome within the boundaries of available
policy outcomes. Thus, maximising expected utility may not include reaching the most
preferred policy outcome. Instead, it usually involves reaching the most preferred middle-point
(or compromise) between the most preferred policy outcome and available policy outcomes
(McCarty & Meirowitz, 2006, p. 22). The most preferred policy outcomes are hypothesised to

be shaped by each case’s conditional context.

4.2 Game-theoretical approaches to the efficacy of threats of sanctions

The hypotheses around the efficacy of threats of sanctions within a crisis-bargaining framework
consist of three different ones by Walentek et al., (2021). The three different hypotheses are:
coercion, information, and public commitment. The coercion and information hypotheses build
on earlier work from Whang et al., (2013) who tested the success of sanction threats in a dyadic

sender-target context.
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The coercion hypothesis posits whether the efficacy of a sanction threat increases if the target
evaluates the economic cost of continuing its behaviour higher than the benefits. Therefore, it
is a hypothesis that centres on the target bargaining between the economic cost vs benefit
(Walentek et al., 2021, p. 425). The goal for the sender in the coercive scenario is to make the
target bargain ‘its expected utility from resistance and its acquiescence payoftf’. Subsequently,
the target bargains and, if coerced, ‘offers concessions that are more likely to satisfy all “types”
of opponents’ (Whang et al., 2013, pp. 68—69). If the target deems the economic cost to be
lower than the benefit, they instead continue their behaviour. When the threat is issued by the
sender the loss of status quo follows. That is because the only possible option for the sender
post-threat is to back down. Backing down from the threat would therefore cause the sender to
endure a hit in audience cost.® Thus, it is not ‘an attractive option for the sender’, and as such,
the sender will take such a hit into account prior to issuing the threat (Whang et al., 2013, p.

69).

The information hypothesis posits that ‘the expectation that a threat of economic sanctions
changes the belief of the target about the resolve of the sender’. The resolve of the sender
originates from its previous track record, and whether they ‘follow through with an imposition
after a sanction threat’ (Walentek et al., 2021, p. 425). The mere issuing of a threat causes a
‘change in expectations® which is referred to as ‘signaling, learning, or belief updating’
(Walentek et al., 2021, p. 425). Whang et al., (2013, p. 68) underline that signaling is important
to the efficacy of sanction threats as the target will have to account for the probability that the
sender will impose the threatened sanctions. Furthermore, ‘the difference between the posterior
and prior probabilities of sanctions [...] represents the role that sanction threats play in the
target’s learning about the sender’s true willingness to sanction upon resistance’. Building on
this, it is proposed that states with strong diplomatic relations in a context ‘with little
uncertainty’ can ‘more clearly showcase their resolve’. As such, the closer the sender and target
are, the more effective a sanction threat becomes. Finally, the informational effect can only

manifest when there is already a coercive effect in place (Whang et al., 2013, p. 69).

6 < Audience cost’ (at times also written as ‘domestic audience cost’) refers to a credibility loss from the public for
the incumbent officials in the state in question (Tomz, 2007, p. 821)
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The public commitment hypothesis posits that ‘democracies are more likely to experience
higher domestic audience cost and, as a result, are more likely to succeed at a threat stage’. The
hypothesis is based on the idea that democratic states (and democratic institutions) will endure
a high audience cost if they issue an empty threat and the target calls the bluff (Walentek et al.,
2021, p. 426). Using game-theoretical deduction, a sender would ‘follow up on a threat only if
the economic cost of sanctions is lesser than the domestic audience cost resulting from an
empty threat’. When assuming rational actors, this implies that once a democratic sender
threatens a potential target, the sender is more likely to succeed. Indeed, the target is assumed
to understand the sender already having reflected over the risk for a domestic audience cost
prior to issuing the threat. However, if the economic cost of sanctions for the sender would be
greater than the domestic audience cost, the ‘sender will not follow up on a threat’ (Walentek

et al., 2021, p. 427).

Walentek et al’s., (2021, pp. 425-427) three hypotheses regarding coercion, information, and
public commitment are therefore as follows:
(i) Coercion: ‘H1: Effectiveness of sanction threats increases as the expected cost to the
target of a sanction regime increases’;
(i1) Information: ‘H2: As the diplomatic distance between the sender and the target of
economic sanctions increases, threats of economic sanctions become less effective’; and
(ii1) Public commitment: ‘H3: The more democratic a sender of economic sanctions is, the

more likely it is that her threats succeed’.

Walentek et al., (2021) test their dependent variable of sanction threat ‘success’ based on the
TIES data set created by (Morgan et al., 2014). Walentek et al’s., (2021, pp. 443—444) empirical
findings were only statistically significant for the coercive hypothesis, however all three
hypotheses generated key takeaways. Regarding the information and public commitment
hypotheses that were not statistically significant, Walentek et al., (2021, p. 443) still underlined
that the results were ‘pointing’ to and ‘indicating’ that the results could give leads to the efficacy

of sanction threats.

First, pertaining to the coercive hypothesis, it is statistically significant at P=.01, ‘where the
sample is limited to sanctions terminated at the threat stage’. Thus, it indicates that the
economic cost to the target state predicts the likelihood that a sanction episode will be

successful at the threat stage. Indeed, the ‘target’s expected cost of economic sanctions is
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systematically related to the effectiveness of threat of economic coercion’ (Walentek et al.,
2021, pp. 435-436). Second, pertaining to the information hypothesis, the results that were
generated for sanction threats were not statistically significant. Yet, it reinforced the
understanding that ‘threats are more effective’ between states that share a direct alliance.
Indeed, ‘the less [sender and target] know about each other [...] the less likely threats of
economic sanctions are to succeed’ (Walentek et al., 2021, p. 439). Moreover, a democratic
sender is understood to find more success when threatening sanctions, indicating that the
domestic audience hypothesis could still be impactful even if it was not directly statistically
significant for the outcome of a sanction threat episode. Third, pertaining to the public
commitment hypothesis, while not statistically significant in relation ‘to the success of threats
of economic coercion’ other findings were still relevant. The more democratic a state (or
institution) is, the higher the probability is for success through sanction threats. Consequently,
it could suggest that a democratic sender may be more likely to succeed through sanction
threats. However, as it is not statistically significant, solely relying on public commitment will
not allow a sender to become so credible that a target ceases its actions upon a threat. Following
such an argument, it was argued that ‘the prospective effectiveness of [threats of] economic
sanctions increases as the world becomes more democratic and more interconnected’ (Walentek

etal., 2021, p. 444).

However, the dyadic approach does not suffice for situations including sanctions-busting third
states as they add another player into the game. Thus, the dyadic approach will be shifted
towards a triadic approach where the sanctions-busting third state is situated between the sender
and the target akin to (Secrieru & Berkok, 2025), while addressing the risk of secondary

sanctions during a sanction threat episode.

4.3 Implementing a conceptual game-theoretical approach regarding the threat of
secondary sanctions against sanctions-busters: a triadic approach through conditional

contexts

4.3.1 Introduction to the triadic conceptual game-theoretical approach and its variables

This section presents a triadic conceptual game-theoretical framework to analyse how
sanctions-busting third states are hypothesised to respond to threats of secondary sanctions.
The hypotheses are derived and synthesised from previous research. Furthermore, the
theoretical framework conceptualises each player’s decision-making through their most likely

preferences due to their context variables labelled as ‘conditional context’. The conditional

15



context refers to the player’s context vis-a-vis its alliance, trade dependence, and diplomatic

relation with both sender and target in the triadic game.”

The theoretical framework is a conceptual approach, mirroring that of Walentek et al., (2021)
and Early (2015). The approach does therefore not entrench itself in advanced mathematics,
which means that the variables instead act as markers to set the context that each of the relevant
states are acting within. Furthermore, utilising the theoretical framework as a conceptual
approach allows it to be employed to aid in deriving hypotheses. The hypotheses are not
positivist and/or predictive. Instead, the hypotheses are used to structure the conditional causal
mechanisms (of context dependent decision-making) needed for the use of process tracing
(PT). Thus, the conditional context represents what each relevant state’s pre-conditions are and
how they are likely (but not how likely they are) to shape their decision-making according to

those pre-conditions.

The attributes of the third states are modified from Walentek et al., (2021) where the threatened
third states’ formal defence alliance with either sender or target (through variable: Alliance)
and trade dependency (through variable: dependence target) are used in a bilateral juxtaposition
between the sender and target to understand the response by the sanctions-busting third state
to the threat of secondary sanctions. Therefore, the variables Path and Alliance stay the same
in concept but are extended to include both the sender and the target. Firstly, regarding the
variable Alliance, it is extended from a dichotomous variable (0, 1) to (-1, 0, 1) where “-1”
refers to being in an alliance with the sender, “0” refers to no alliance, and “1” refers to being
in an alliance with the target. Secondly, regarding the variable Dependence target, it is extended
conceptually to a variable called ‘Dependence sender-target’” which maps whether the
sanctions-busting third state trades more with either the sender or the target. Instead of the
index created by Walentek et al., (2021, p. 431) the exports of the relevant state to the sender
and the target are mapped in percentage of total exports across all of the relevant state’s export
destinations (states). Figures of total exports from the relevant states were drawn from the OEC

using the relevant states’ trade data from the year of 2023. The relevant state’s export to the

7 In the theoretical framework, the EU is assumed to be viewed as a player with high credibility and high resolve
due to their sanctions history (Walentek et al., 2021, p. 425). Thus, decision-makers in the relevant states must
answer accordingly to that assumption where they cannot disregard the threat of secondary sanctions as one of
low credibility.
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sender was measured as -1 to 0 where -1 was an export of 100% and 0 is an export of 0%.
Similarly, the relevant state’s export to the sender was measured from 0 to 1 where 0 was an
export of 0% and 1 was an export of 100%. Subsequently, the numbers were added together to
assign each relevant state a score of economic dependence to either sender or target. Thus, the
expanded variable enabled an understanding of the third states’ trade dependence between the

sender and the target.

The triadic approach builds upon previous research within sanctions-busting, crisis-bargaining,
and their conclusions to conceptualise the most likely preferences for the sanctions-busting
third state in the triad. The players will therefore tend to act in such a way that they believe will
maximise their expected utility while making choices under uncertainty. Such a choice is
established from the players being hypothesised as having weak preferences of specific
possible outcomes (McCarty & Meirowitz, 2006, pp. 32-33). Furthermore, the players are
assumed to make strategic decisions regarding outcomes and their weak preferences where ‘the
agent prefers the one with the greatest likelihood of producing the best outcome’ (McCarty &
Meirowitz, 2006, p. 36). However, following the ontological approach, the players are not
assumed to be rational actors. Instead, the players are assumed to be fallible and make decisions
that they deem to give them the best possible outcome in an uncertain environment of which
they have incomplete knowledge. For example, a sanctions-busting player could believe that
the best possible outcome is one that balances against the EU’s eleventh package of sanctions
and their own desire of income through sanctions-busting trade. Therefore, the player could
reduce trade to a level where the EU believe it is inconsequential to punish the player for their
behaviour, even if the player has de-facto ‘systematically and persistently failed to prevent the

sale, supply, transfer or export to Russia of goods and technology’.

4.3.2 Crisis-bargaining through a conceptual lens

Adhering to the crisis-bargaining framework, the players try to maximise expected utility of a
specific resource or outcome (McCarty & Meirowitz, 2006, pp. 275-276). Whereas Walentek
et al., (2021) focuses on the crisis-bargaining framework of threatened sanctions and their
efficacy upon a potential target state, this study departs from the standard dyadic approach,

towards what is labelled as a triadic approach through conditional contexts. ®

8 Hereinafter, the ‘triadic approach through conditional contexts’ may be referred to as the ‘theoretical framework’.
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Furthermore, the approach utilises the previously assigned conditional context variables. The
theoretical framework thus draws on certain attributes of the sanctions-busting third states into

account vis-a-vis its connection to the sender and the target.

Since crisis-bargaining frameworks are built upon responses towards risk, it means that
bargaining players usually try to maximise their utility while also balancing decision-making
against risk, such as the threatened sanctions actually being imposed (McCarty & Meirowitz,
2006, pp. 278-279). Regarding threats of sanctions and its relation to crisis-bargaining, players
have ‘incomplete information” about each other which causes uncertainty (Whang et al., 2013,
p. 67). To understand choice under uncertainty, it is defined as follows by McCarty and
Meirowitz (2006, p. 27): each player has to balance the ‘likelihood of generating a better
outcome against the costs of each action’ as ‘certain actions increase or decrease the likelihood
of particular outcomes’. Within choices under uncertainty players ‘understand that the
outcomes are generated probabilistically’ as the player does not know the outcome, due to
outcomes depending ‘both on the action taken and on the state of the world” (McCarty &
Meirowitz, 2006, pp. 27-28).

4.3.3 Maximising expected utility under incomplete information

Given these assumptions within crisis-bargaining frameworks, players in the game will attempt
to maximise their utility given the chance. Subsequently, there is room for players to balance
through partial compliance instead of full compliance or defiance. Players could potentially
even implement compliance-signalling measures, reducing visible exports of sanctioned goods,
while not scrutinising domestic commercial actors for smuggling sanctioned goods to the
target. This would de-facto allow continued sanctions-busting while signalling against it
through decision-making, as seen in Partsvaniya and Pirveli (2024, p. 100). Such examples of
potential actions could be understood as ‘risk preferences with satiable preferences’ within
choices under uncertainty, in which players reflexively choose the outcome with the best
expected utility and thereafter balance their risk aversion against their expected utility to
maximise their outcome (McCarty & Meirowitz, 2006, pp. 44—45). Defining compliance,
partial compliance, and defiance mostly pertains to the relevant states’ trade behaviour. Varying
trade behaviour is within the theoretical framework theorised to be affected by the relevant
states’ conditional contexts. Regarding trade outcomes, compliance with the sanction regime
would consist of a cessation of trade with the target, partial compliance would consist of a

statistically significant reduction of trade with the target in the post-intervention period that is
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not on a non-zero level, and defiance would consist of a state disregarding the threat of

secondary sanctions, therefore continuing along the counterfactual trend.

As Early (2015, p. 208) concludes, third states that ‘can significantly profit’ from sanctions-
busting are more likely to bust sanctions. Thus, following the same logic, third states that
sanctions-bust for commercial profit should also be more likely to comply with the threat of
secondary sanctions as they are theorised to want to exit the scenario still retaining the
commercial profit they have made. Walentek et al., (2021, pp. 439—440) found that the closer
a target is to a sender through the Path variable and direct Alliance the more efficient sanctions
threats become. Following this -crisis-bargaining reasoning, third states can also be
hypothesised to be affected in their willingness to comply or defy to the threat of secondary
sanctions depending on their alliance with either the sender or target. In the theoretical
framework, it is therefore posited that being part of an alliance with the sender or target should
be of greater or equal importance than economic profit when responding to the sanction threat.
The third state is thus assumed to weigh alliance considerations and diplomatic position over
economic profit following the conclusions of (Drezner, 1999, p. 53; Early, 2015, p. 219;
Walentek et al., 2021, pp. 443—444).

4.3.4 Hypotheses

It is assumed that the relevant states as players in the game will have a weak preference towards
alliance over economic profit. This makes them prioritise the alliance to the sender or the target
(if they are allied) over commercial profit. If the player is not in an alliance, they are expected
to be more likely comply with the threat, or partially-comply to the level where the sender
deems the reduced level of sanctions-busting as inconsequential. Such behaviour is
hypothesised to be because of the player being assumed to want to exit the scenario with
realised economic profit. Therefore, the theoretical arguments are concluded by the following
hypotheses:

H1: Threats of secondary sanctions are more likely to cause full compliance when the
sanctions-busting third state is more economically dependent on the sender

H2: Threats of secondary sanctions are less likely to cause full compliance when the sanctions-
busting third state is allied with the target, even if more economically dependent on the sender.
H3: Threats of secondary sanctions are more likely to cause defiance when the sanctions-

busting third state is allied and economically dependent on the target.
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5. Methodological framework

5.1 Ontology and epistemology

5.1.1 The ontological approach

Transcendental realism, which hereinafter will be referred to as critical realism®, is deemed to
suit CPT as critical realism regards laws'® as ‘normic or transfactual statements’ (Bhaskar,
2008, p. 92). Furthermore, Bhaskar (2008, p. 92) underlines that ‘the transcendental realist
asserts, it is just because the things to which laws are ascribed go on acting in their normal way
independently of whether or not a closure obtains that the scientific investigation of nature is
possible’. According to transcendental realism, nature and its laws will therefore be measurable
even in open systems such as political societies who are bound by human relations and their
power struggles. The core assumptions of critical realism are: (i) ‘the world exists
independently of our knowledge of it’; (ii) ‘social phenomena [...] do have causal powers, so
we can make causal statements’; and (iii) ‘not all social phenomena [...] are directly
observable’ (Marsh et al., 2018, p. 193). Since the real world is assumed to exist, but outcomes
are affected by tenets of social construction within the world, a critical realism position is well

suited!'! for multi-method research (Marsh et al., 2018, p. 194).

However, adopting an approach grounded in critical realism means that it needs to be aligned
with the theoretical framework. The theoretical framework is derived from theory that in its
essence, sees the world through a positivistic lens. Whilst the theoretical framework has been
derived from such a standpoint, it has been reshaped to act as a heuristic vehicle that generates
knowledge of decision-makers’ tendencies when acting within a unique conditional context.

This differentiates it from a positivistic approach of a game-theoretical framework which would

° Transcendental realism was expanded to the social sciences and was thereafter known as critical realism.

10 “The term “law” is customarily used to refer both to statements of law and to what such statements designate.
A distinction between the two is, of course, implicit in the basic distinction of the work, that is between the
transitive and intransitive dimensions in the philosophy of science. Yet the term “law”, together with the terms
describing their characteristics (“normic”, “transfactual”, etc.) is used indifferently in the text to refer to both’
(Bhaskar, 2008, p. 251).

' Even if a certain ontology suits the method does not mean the researcher in question should use it in a similar
manner to a method, which one can mix and match. ‘These [ontological and epistemological] positions reflect
radically different approaches to what social science is and how we do it, and are therefore not interchangeable.
A researcher’s epistemological position is reflected in what is studied, how it is studied, and the status the
researcher gives to his/her findings’ (Marsh et al., 2018, p. 185). This is fittingly illustrated by the title of the very
chapter cited: ‘A Skin Not a Sweater’.

20



draw definitive conclusions about the probabilities of decision-makers committing to certain

policymaking.

5.1.2 The epistemological approach

Critical realism in its epistemological approach takes point from the assumption that while
social phenomena exist independently, as argued in its ontological approach, ‘our interpretation
of them affects outcomes’. Furthermore, it is assumed that reality is divided into two parts, an
external reality that is independent, but also a reality that is socially constructed when one tries
‘to explain the relationship between social phenomena’ (Marsh et al., 2018, p. 194). The critical
realist approach is therefore situated between positivistic thought and interpretivist thought

(Marsh et al., 2018, p. 193).

The implications on the research design when having a critical realist approach are thus
multifaceted. For example, a positivist approach could argue for the fact that only observable
phenomena are measurable and therefore one should and could only ask and answer empirical
research questions. In opposition of that, critical realism instead supposes that while yes, social
phenomena have causal powers, we also need to measure certain phenomena which ‘cannot be
observed and what can be observed may offer a false picture of those phenomena’ (Marsh et
al., 2018, p. 193). The research questions in this thesis reflect those critical realist implications.
The first research question is grounded in a directly observable outcome (where the causality
between the dependent and the independent variable can be inferred in a quasi-experimental
design). However, answering the second research question requires interpretation and inference
of causal mechanisms'? that have affected the decision-making within the relevant states.
Therefore, CPT is the method that takes precedence to answer the second research question.
This is due to CPT building on the reflexive coding work done through RCA, by enabling

interpretation and uncovering of the data, its processes, and causal mechanism.

However, CPT also excludes certain ontological and epistemological approaches since PT
shapes the methodological and the comparative approach with its focus on causal mechanisms.
As George and Bennett (2005, p. 141) underlines, ‘[t]he difference between a law and a

mechanism is that between a static explanation (“if X, then Y”’) and a “process” (“X leads to Y

12 Hereinafter, causal mechanism and rationale may be used interchangeably.
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through steps A, B, C”)’. The causal mechanism acts as a link between the dependent variable
and the independent variable. Thus, employing CPT and its view of the causal mechanism to
answer the research questions, probabilistic ontology is dismissed (Beach & Pedersen, 2019,
pp. 23-24). The ontological approach also has implications for the comparative approach as
Hall (2014, p. 399) argues that low-N comparative analyses need to encompass deeper and
wider methodological considerations in order to align ontology with methodology, such as a

multi-method approach.

Another question that can arise regarding the given epistemological approach is how it can be
aligned with the use of game theory within the theoretical framework. However, the theoretical
framework, as stated in its section; is conceptual and is utilised to form and derive hypotheses
about the conditional causal mechanisms. Indeed, the theoretical framework draws on literature
mostly using game theory in a deductive or positivist manner. However, in this case, the
theoretical framework is built and utilised for highlighting preferences given the conditional
contexts of the relevant states. The conceptual approach used for game theory within the
theoretical framework therefore creates opportunity for process-tracing to trace causal

mechanisms of the decision-making by the governments in the relevant states.

5.2 A brief overview of the utilised methodologies

Addressing the three utilised methodologies, all three built on each other to create a
methodological framework able to answer both research questions. Furthermore, there was no
inherent hierarchical structure between the methodologies used. Instead, they were all used in
a complementary fashion and therefore mutually reinforcing. The ITSA was utilised to paint a
statistical picture of how the relevant states reacted to EU’s eleventh package of sanctions (the
intervention). ITSA allowed inference about the statistical story of the impact of the
intervention and what would have happened without the intervention (the counterfactual).
However, solely answering the research questions with a quantitative approach was not
feasible. Therefore, RCA was introduced to identify and describe qualitative data. Nonetheless,
RCA did not aid in interpretation of the data any further than the interpretations made when
creating and describing categories, subcategories, and codes. As such, CPT was employed to
build on the interpretation work done by RCA and bridge the gap between the quantitative and

qualitative while introducing a comparative perspective to answer the research questions.
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5.3 Ethics

The research was conducted in-line with the All European Academies’ principles of research
(ALLEA - All European Academies, 2023). Furthermore, all supplementary material that was
used to enable the results and analysis of the thesis are available upon request to increase
transparency and reproducibility. The supplementary material includes the R Studio code to
visualise the results of the ITSA and the coding sheets for the CPT. Furthermore, no interviews
of sensitive persons or subjects were conducted. Instead, the data was available either as open-
source or in public media outlets. Finally, since I as the researcher, is shaped by Western
discourse, it is possible that the analysis is biased against Russia due to the subject’s connection
to the full-scale invasion of Ukraine. Still, aggression and occupation of another state’s
sovereign territory is a violation of international law and the UN charter. As such, I am aligned

with the EU’s perspective upon Russia’s acts of aggression in Ukraine.
5.4 Data

5.4.1 Quantitative data

The trade data for ITSA was acquired from the United Nations Commodity Trade Statistics
Database (UN Comtrade) in which goods can be searched for by their 2-, 4-, and 6-digit
‘Harmonized System Codes’ (HS codes). Therefore, an example search in the UN Comtrade
database can look like the following through UN Comtrade’s advanced search function:

(1) Type of Product: Goods

(i1) Frequency: Monthly

(ii1) Classifications: HS (as reported)

(iv) HS (as reported) Commodity Codes: 870323

(v) Reporters: Armenia, Georgia, Kazakhstan

(vi) Trade Flows: Export

(vii) Periods (year, month): All of 2023

(viii) Partners: Russian Federation

(ix) 2nd Partner: World

The relevant states set the context for the divergence in trade between the sanctioned good in
the post-treatment period. The context illuminated the divergence between the export of goods
to Russia between the relevant states through the ITSA. The goods subject to the treatment

were ones considered of heightened interest. Goods of heightened interest were either dual-use
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goods (Department for Business & Trade, 2025; European Commission, 2024), or goods highly
susceptible to be used in sanctions evasion for general consumption or other military use in
Russia: cars can be used as such an example (Arykbaev et al., 2025; Demytrie, 2024;
Department for Business & Trade, 2025; Partsvaniya & Pirveli, 2024; Annex XXIII in the
Council, 2023).

Dual-use items as a sanctioned good of heightened interest were identified through the EU
commission’s Directorate-General for Financial Stability, Financial Services and Capital
Markets Union who made a document pointing out ‘dual-use goods and advanced technology
items used in Russian military systems found on the battlefield in Ukraine or critical to the
development, production or use of those systems’ (European Commission, 2024, pp. 1-2).
However, UN Comtrade had little to no monthly data from all of Armenia, Georgia, and
Kazakhstan on any of the dual-use goods with many missing observations which promptly
excluded them all from analysis. Cars as a sanctioned good of heightened interest used in
civilian consumption and/or military contexts was instead identified through scholarly research
as well as news articles (Arykbaev et al., 2025; Demytrie, 2024; Partsvaniya & Pirveli, 2024),
and is labelled through HS code 8703. Cars are of interest as automotive vehicles keep the
Russian economy going by ensuring a steady import-export flow of highly desired consumer
goods. However, cars also generally include integrated circuits which could be extracted to
build weaponry. The vehicles could also be used in the rear lines of the battlefield for logistical
means. Thus, sanctioned goods in the category of cars had to be identified as not all six-digit
daughter-goods of HS code 8703 are sanctioned. After reading through Annex XXIII as
stipulated in Article 12f in (Council Regulation (EU) No 2023/1214 2023) to identify relevant
sanctioned goods on the 6-digit HS-level at the treatment time; HS870323 was identified as a
daughter-good to the 4-digit HS-level HS8703. HS870323 had all the needed export data
reported by the relevant states, making HS870323 an appropriate good to analyse the dependent

variable from.

The data was limited when the self-reported UN Comtrade data was missing from a state
regarding a specific good or a specific month or year, which was the case for Georgia and
Kazakhstan who either stopped reporting export trade data to UN Comtrade in 2024 or ceased
their exports to Russia, per the sanctioned goods with HS870323. Therefore, a temporal
limitation appeared, the only post-treatment data available after the EU:s eleventh package of

sanctions span from July through December 2023 for all countries, while Kazakhstan stretched
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into February 2024 and Armenia stretched into March 2024, after which Armenia only reported
their exports sporadically. Furthermore, due to the nature of the self-reported data from the
states to UN Comtrade, the states could have attempted to manipulate the trade data, which
could have affected the validity of the causal inference. States could also have chosen to stagger
their reporting which could have led to volatility in the data. However, the general trend over

time should still be discernible regardless of possible volatilities in the data.

5.4.2 Qualitative data

Data from news media was used to capture reactions of interest caused by the governments
within the relevant states. Governmental sources from the relevant states were not widely
enough available to be comparable. Thus, using governmental communication as a primary
source would leave the data set too sparse for proper analysis. Regarding reactions of interest,
they could be reports of decision-making, non-decision-making, analysis of eventual
smuggling or otherwise unavailable trade data, and/or public statements from government
officials. The reactions of interest led to causal process observations (CPOs) which aided in the
CPT by enabling derivation of causal inference. To delimit the selection and de-noise the vast
amount of media output, two media outlets writing in English were chosen for analysis:
Eurasianet and Radio Free Europe/Radio Liberty. After viewing other media outlets such as Al
Jazeera, The Diplomat, and The Moscow Times, (which receive funding from other actors), it

was decided that the data identified regarding the subject through those outlets was too limited.

To find appropriate data for the RCA; google searches were performed with the following
search words, time sorted criteria, and limited to either “site:eurasianet.org” or “site:rferl.org”.
Thus, an example search for data regarding any of the relevant states through Google’s search
engine looked like the following through its advanced search function:

(1) “[Name of relevant state]” “Russia” AND "sanctions-busting" OR "sanctions evasion" OR
"sanctions circumvention" OR “re-export” site:eurasianet.org

(i1)) Custom time range: From 2023-01-01 through 2024-12-31 (written as 1/1/2023 —
12/31/2024)

After utilising Google advanced search, 28 articles of relevance were identified. Seven more
articles of relevance were identified upon loosening the search criteria like the following:

(1) “[Name of relevant state]” Russia sanctions evasion site:rferl.org

(i1)) Custom time range: From 2023-01-01 through 2024-12-31 (written as 1/1/2023 —
12/31/2024)
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Furthermore, one article of relevance was identified through a hyperlink in one of the
previously identified articles. In total, 36 articles of relevance were identified. Eighteen of the
articles were from Radio Free Europe/Radio Liberty while seventeen of the articles were from

FEurasianet.

5.5 Interrupted time series analysis

The research method that was employed for the export data from Armenia, Georgia, and
Kazakhstan was ITSA. ITSA is a quasi-experimental design that provides evidence for causal
inference as it measures a treatment’s impact on the dependent variable (Y) compared to a
counterfactual scenario in the post-treatment period (Lopez Bernal et al., 2016, p. 349). A
treatment in ITSA can be e.g., a medical treatment, an event, political decision, or any other
measurable occurrence at a specific point in time. If the treatment would have never occurred,
the real-world scenario would most likely have mimicked the counterfactual scenario. To
measure the impact of the intervention, ‘a segmented regression model is used’, which consists
of at least three variables. These three variables are:

i. T the time elapsed since the start of the study in with the unit representing the frequency

with which observations are taken (e.g. month or year);

ii. Xt: a dummy variable indicating the pre-intervention period (coded 0) or the post-

intervention period (coded 1);

iii. Yt: the outcome at time t.

The regression model which ITSA utilised was as follows, Yy = By + B1T + B2 X + B3 TX:.

Furthermore, the regression model is explained by (Lopez Bernal et al., 2016, pp. 351-352):
[W]here p(represents the baseline level at T = 0, is interpreted as the change in
outcome associated with a time unit increase (representing the underlying pre-intervention

trend), 57 is the level change following the intervention and 3 indicates the slope change

following the intervention (using the interaction between time and intervention: TX¢).

Using ITSA leaves the quantitative methodology open to a few issues that can threaten validity.
First, there can be omitted variables that affects the relation between the dependent variable
and the independent variable differently within the states, something called entity effects. An
example of entity effects is seasonality of export that are constant over time in a single entity

(e.g. Armenia) but is different to the seasonality of export in a different entity (e.g. Georgia).
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Both entities’ dependent variable is therefore affected by their own unique seasonality of the
import-export cycle. The proposed example of seasonality of export would be classed as an
‘intercept’. Unknown intercepts affect the relation between the independent variable and the
dependent variable in each entity. Therefore, the intercepts can be portrayed by binary variables
which ‘absorb the influences of all omitted variables that differ from one entity to the next but
are constant over time’ (Stock & Watson, 2020, p. 367). To combat this, entity fixed effects
were introduced to the regression model, where each entity was adjusted for unknown effects
on the relation between the independent and dependent variable. This enabled the model to
eliminate bias arising from omitted variables in all the relevant states in the panel data (Stock
& Watson, 2020, p. 373). Not adjusting for this phenomenon could lead to ‘omitted variable
bias’ (Stock & Watson, 2020, p. 371). Moreover, the statistically significant P-value that was
decided on was p<0.05. Furthermore, the null hypothesis in an ITSA is that the trend follows
the counterfactual in the post-intervention period. If the trend in the post-intervention period
diverges significantly from the trend in the pre-intervention period, the result will be

statistically significant. As such, the null hypothesis can be rejected.

Second, the export data from the relevant states violated the assumption of independent
observations due to the data having persistent trends and not being random, also known as non-
independent observations. Non-independent observations in the data usually run into the issue
of autocorrelation (Lopez Bernal et al., 2016, pp. 353—-354). Autocorrelation in this case would
be how the monthly trade value in USD in one month, usually correlates with the monthly trade
value in USD in the next month (Stock & Watson, 2020, p. 558). Autocorrelation works through
‘orders of autocorrelation’, which consists of a lag effect where previously observed time
periods (e.g., last month’s exports) is related to the current time period (e.g., this month’s
exports). Thus, autocorrelation starts with first-order autocorrelation, which refers to the
previous month since Y is observed monthly (Yt and Yt-1). Additionally, the second order
autocorrelation would be (Yt and Yt-2), which refers to the exports two months ago and so
on. This is explained as ‘jth autocorrelation is the correlation between Yt and Yt —j” where j
means the lag number that the chosen period is autocorrelated with, as explained in the above
example (Stock & Watson, 2020, pp. 558-559). Autocorrelation needs to be addressed to
ensure validity in the statistical findings and their inference. If the autocorrelation is not
corrected for it can lead to misleading P-values and biased standard errors, which erases the

validity of the findings. The panel data were checked for autocorrelation at lag 12 (between Yt
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and Yt—12), through a Breusch-Godfrey test (BG-test). The result of the BG-test was
p=2.42e-11, allowing the null hypothesis of no autocorrelation to be rejected, autocorrelation
was therefore confirmed. Furthermore, the error structure violated assumptions of serial
independence. Thus, clustered standard errors were employed for the regression to ‘allow for
heteroskedasticity and for arbitrary autocorrelation within an entity’ while the errors are treated

‘as uncorrelated across entities’ (Stock & Watson, 2020, p. 376).
5.6 Reflexive content analysis

5.6.1 The methodology of reflexive content analysis

The research method that was employed for the qualitative data was RCA. RCA is a qualitative
method that aims to describe explicit material in correspondence with already chosen research
questions (Nicmanis, 2024, p. 2). The method departs from other qualitative analysis tools such
as thematic analysis, where RCA instead of being used to understand both the explicit and
implicit, RCA is supposed to focus on ‘providing a description of the who, what, when, and
where information that is present in a dataset’. However, RCA is not completely free from all
interpretation. Prescribing description to the analysed material ‘will always necessitate
interpretation’, and the context of the analysed data must always be understood. Reflexivity is
therefore an important quality of the researcher as they ‘must make the best determination
possible as to whether they are appropriately describing and reducing the overt content
represented in their data’ (Nicmanis, 2024, p. 3). Furthermore, RCA according to Nicmanis
(2024, p. 3) 1s supposed to be seen as a building block in a greater methodological framework.
RCA therefore aids in guiding the researcher to describing and identifying appropriate manifest

content.

Similarly to other qualitative methods, RCA utilises analytical strata which consists of ‘codes,
subcategories, and categories’. In the analytical strata, codes are the least abstract and
categories are the most abstract on a continuum of abstraction. First, regarding codes, they are
supposed to stem from ‘self-defining sentences’ within the analysed material where the label
could either mimic the written text or represent the text using a ‘broader definition’ (Nicmanis,
2024, p. 4). Furthermore, codes need to be ‘conceptually distinct’ but are allowed to have
overlapping textual content if the researcher through a reflexive decision decide the codes are
most suited for it. In general, the researcher should aim for mutually exclusive codes,
subcategories, and categories but the approach is flexible due to RCA’s onus on reflexivity.

Second, regarding subcategories, they mainly follow the rules of codes, but all codes need to
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be ‘exclusively subsumed into a subcategory’. The researcher is also allowed to independently
decide on the groupings between codes and subcategories through a reflexive approach
(Nicmanis, 2024, p. 4). Third, regarding categories, they mainly follow the rules of codes and
subcategories, however a category is supposed to represent an ‘overview of some pattern
resulting from the manifest content present within a dataset’. Lastly, the categories are
descriptive in their nature and shall strive to be as similar as possible to ‘the manifest content

from which they were constructed’ (Nicmanis, 2024, pp. 4-5).

In an applied manner RCA connected to the chosen research questions, after which an
appropriate approach was decided on. This included deciding where to search for data,
identification of relevant data, and data familiarisation. Data familiarisation was essential when
utilising RCA due to it ‘reducing time-demands of later analysis’. Thus, the researcher should
continuously employ reflexive practices to pragmatically reduce burden further on in the
analysis (Nicmanis, 2024, p. 7). The codes, subcategories, and categories were created in
response to the identified data. As initial coding is usually not perfect, it is emphasised that a
researcher utilising RCA should continue to revise codes throughout the research process
(Nicmanis, 2024, p. 8). Subsequently, an analysis structure was created when the codes had
been ordered into its subcategories, and categories. Thereafter, the codes, subcategories, and
categories were decided on and reported to the reader (Nicmanis, 2024, p. 9). Lastly, regarding
the interpretation of the findings, RCA hands over the baton to other methods employed within

the methodological framework after it has described the qualitative data.

5.6.2 The selection of identified data and delimitations

Upon first coding according to Nicmanis’ (2024, pp. 7-8) guidelines, four of the identified
articles were not used due to not being of relevance to the research questions. The articles were
each assigned a letter in order of identification, ranging from A through AJ. The articles’
citations and their corresponding letter labels are presented in Table 3 (see Appendix A). In
similar fashion, the extracts were each assigned a number in order of identification within the
article. For example: the third extract within the ninth article would correspond to 13.
Furthermore, extracts were placed into relevant codes at 272 occurrences. Out of these 272
occurrences, 216 were regarded as relevant to either research question upon reflexively
analysing the initial codes. The other 56 extracts were related to the general narrative. The
extracts were organised into 39 unique codes, which are presented in Table 4 (see Appendix

B), with the code’s first made, and relevant, extract. Also, an extract had the ability to appear
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in more than one code, if relevant to more than one. The codes were subsequently sorted into
sub-categories, and categories. All relevant extracts in the coding document resulted in
approximately 20000 words and 56 pages. Nonetheless, a summary table of the five most
occurring codes in the relevant articles, will be presented in Table 1. Moreover, the full coding
document with all coded extracts and the accompanying Excel-sheet are available as

supplementary material upon request.
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5.6.3 Coding summary table

Table 1

Summary of the top 5 most frequently occuring codes from the reflexive content analysis

Example quote from extract

Code

Sub-category

Category

Freq. (n)

B5: Armenia’s trade turnover with
Russia  skyrocketed following the
invasion of Ukraine, with the country
coming under wide suspicion of assisting

Russia in sanctions evasion..

Sanctions

evasion

Sanctions

Armenia

34

A2: About 40 percent of Armenia’s
exports go to Russia, and Yerevan’s
dependence on Russia for basic goods is

overwhelming.

Export

Economic

Armenia

28

All: Armenian Finance Minister Vahe
Hovhannisayan [...] said that [...] to
Russia [...] re-export accounted for 187

percentage points of this [trade] growth

Trade

Economic

Armenia

25

C2: “The new EU sanctions could have
various kinds of effects on the Armenian
diamond industry”, a source in the
Armenian government told Eurasianet
[...] “The whole issue is how strictly the
movements of Russian rough diamonds

around the world will be monitored”

Re-export

Sanctions

Armenia

22

L1: Tokayev repeated earlier denials that
Kazakhstan has facilitated Russian
parallel-import [...] At the same time
Tokayev said Kazakhstan was not “anti-
Russia” and valued “comprehensive

cooperation with Russia”

Kazakhstani
official
communicat

ion

Official

communicati

on

Kazakhstan

17
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5.7 Comparative process tracing

5.7.1 Process tracing, inference, and causal mechanisms

PT is defined as a method used to understand the within-case ‘processes, sequences, and
conjunctures of events’, in which PT can develop or test hypotheses to explain the relationship
between the dependent variable and the independent variable (Bennett, 2014, pp. 6-7). PT
therefore focuses on the temporal to highlight the within-case context and circumstances from
which an outcome, or a narrative leading to an outcome, can be interpreted and explained
through a theoretical framework (Bennett, 2014, pp. 8-9). A causal leverage is also enabled by
utilising PT in a multi-method approach, as the qualitative and quantitative methods
complement each other (Dunning, 2014, p. 225). Within PT, induction and deduction do not
mutually exclude one another. Instead, both induction and deduction can be used depending on
‘the prior state of knowledge and theorizing about the phenomenon’. In this case, PT will be
used deductively since there are already appropriate theories to analyse and answer the research

question at hand (Bennett, 2014, pp. 17-18).

To properly employ PT, you can abide by what Bennett considers to be the best practices of
process tracing, see Bennett’s Table 1.1 (Bennett, 2014, p. 21). However, as Bennett underlines,
all criteria are not certain to be ‘relevant for any given study’. The criteria can instead be a
reference point of where to start for the scholar to ensure ‘good process tracing’ (Bennett, 2014,
p. 22). Point one of Bennett’s criteria discusses equifinality, which is a recurring theme in PT.
Equifinality in comparative contexts relates to there eventually existing ‘multiple paths to the
same outcome’ which ‘could threaten inferences based on comparisons of small numbers of
cases’. To address this, PT can control for ‘particular paths as viable explanations in individual
cases, even if the paths differ from one case to another’ (Bennett, 2014, p. 19). Thus, one can

eliminate the threat of equifinality in PT.

This thesis employs Schimmelfennig’s version of efficient PT, which aims to improve the
robustness of PT while concurrently streamlining Bennett’s criteria to address four key
challenges of PT. Schimmelfennig’s efficient PT aims to: (i) avoid wasting research resources
through an infinite regress where the scholar keep looking for possible causal mechanisms
relevant within a case while trying to exhaust all possible options (Schimmelfennig, 2014, p.
102); (i1) determine what ‘good process tracing’ is through deciding if the PT evidence has

been ‘good enough to accept or discard a hypothesis’; (iii) avoid non-causal findings being
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presented to the reader while giving the reader an impression of having plausible causality due
to inferences being ‘relatively open and malleable in process tracing’ (Schimmelfennig, 2014,
p. 103); and (iv) realising PT in and of itself does not provide generalisable results due to a low

external validity (Schimmelfennig, 2014, p. 104).

Explicitly, efficient PT built on both ITSA and RCA through ‘checking the causal mechanism
that is supposed to link the factors or configurations with the outcome’ (Schimmelfennig, 2014,
p. 104). While doing so, efficient PT relied on the theoretical framework along with the
hypotheses, and the quantitative results, to identify a deviant case. Identifying a deviant case
was done by finding a case that was ‘assumed to be causally relevant’ but did not ‘produce the
outcome’. Furthermore, prior to checking the causal mechanism, the researcher needs to define
it. The causal mechanism was therefore defined as rationales whom of which guide the
decision-making process of the governments in the relevant states. The causal mechanism can
also include one process or several processes causing the causal mechanism itself (Beach, 2016,
p. 463). The rationales themselves were identified within the qualitative data through public
statements made by officials in the relevant states. Subsequently, RCA enabled identification
and categorisation of the rationales themselves. Furthermore, decision-making as an outcome
is usually always confronted with and shaped by several concurrent processes. These processes
can for example consist of domestic pressures and international pressures. Such pressures were

intended to be captured by the conditional contexts for each case in the theoretical framework.

The causal mechanisms of decision-making were identified through CPOs in an empirics-first
manner, while explicitly theorised through past conclusions in the theoretical framework to
enable stronger inferences. CPOs are defined as ‘an insight or piece of data that provides
information about the context or mechanism and contributes a different kind of leverage in
causal inference’ (Collier et al., 2010, pp. 184-185). CPOs ‘gives insight into causal
mechanisms, insight that is essential to causal assessment and [...] to correlation-based causal
inference’ (Beach & Pedersen, 2019, p. 166). Theorising causal mechanisms through past
conclusions meant that ‘evidence is provided suggesting either that the mechanism was present
[...] or there is no causal link’, which suggests ‘there is no causal relationship’ (Beach, 2016,
pp. 465-466). Regarding non-decisions, the causal mechanism leading to such an outcome can
be harder to explicate; however, a non-decision can still be regarded as affected by causal
mechanisms that links cause and effect (Beach & Pedersen, 2019, p. 189). Such causal

mechanisms linking non-decision outcomes were however most likely unchanged post-
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intervention. Thus, the causal mechanisms causing non-decision outcomes are assumed to not
change over time. Furthermore, to identify causal mechanisms, evidence of ‘any observable
manifestation of our theorised causal mechanism(s) that has a probative value in relation to
determining whether it was present or not in the case’ needed to be found. Such evidence
consisted of (1) ‘statistical patterns’; (ii) ‘testing a theory about rational decision-making, |[...]
whether decision-makers first collected all relevant information, evaluated it, and then took the
decision’; (ii1) ‘trace evidence refers to material where its mere existence provides proof’, such
as ‘lobbyists had to meet with decision-makers, and there were few alternative explanations in
the case for them meeting’; and (iv) ‘account evidence relates to material where it is the content
that matters’ such as interviews or legislative proposals (Beach, 2016, p. 469). Finally, making
use of PT meant explicating the process to the reader, which uncovered the black box of which
rationales link to which decision-making outcome. Therefore, the reliability of PT through
presenting the tracing was undertaken to make the reader understand which causal mechanisms

were defined (Beach, 2016, p. 471).

Figure 1
Empirical Causal Causal Uncovering Decision-
—» CPOs [ —> ) e e _
data inferences mechanism the black box making
/ '
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interpretation

The research questions revolve around a comparative approach. Thus, it was crucial to
thoroughly implement PT in a comparative analysis, as the within-case analysis and the
differences between cases complement the quantitative analysis. Therefore, the focus turned
towards the comparative approach and how to successfully leverage PT while adhering to
‘evaluative standards’ and particular tests that can be employed while utilising a comparative

approach (Waldner, 2014, pp. 126—127).

5.7.2 The methodology of comparative process tracing

While PT is adequate for understanding the within-case processes and conjunctures, the
relevant states needed to be compared to answer the research questions. To do so, CPT was
utilised. CPT combines PT with elements of qualitative comparative analysis (Williams &

Gemperle, 2017, p. 124). CPT therefore started where PT left off, due to PT already having
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established an understanding about the cases and their causal mechanisms. However, CPT
contributed by especially focusing on the deviant case, establishing why the case is deviant,
and thereafter coming to comparative conclusions about it in a theory-testing framework
(Williams & Gemperle, 2017, pp. 128—129). Furthermore, the deviant case analysis was used
to look for new explanations for the deviant case. Through that perspective, the deviant case
study ‘culminates in a general proposition—one that may be applied to other cases in the

population’ (Seawright & Gerring, 2008, p. 302).

To summarise, the theory-testing CPT was broken down into two parts. First, positive typical
case (or cases) from used theory that ‘supports evidence for the causal mechanism’ had to be
identified. Second, a deviant case (or cases) which ‘expect to see the outcome, but in which the
outcome does not occur’ had to be identified. Thereby, the temporal sequence and the
configuration of actions of how each case reacted through their decision-making towards EU’s
eleventh package of sanctions was analysed. This aided in understanding how and why the

deviant case diverged from cases (Williams & Gemperle, 2017, p. 129).
5.8 Methodological limitations

5.8.1 Limitations of the interrupted time series analysis

There are many threats to validity that can act as limiting factors to the ITSA unless dealt with.
Such a limiting factor includes the threat of autocorrelation and seasonality which was
addressed in methodological section on ITSA. If autocorrelation and seasonality was not
addressed, it could have led to spurious results through normal trading patterns coinciding with
the treatment time (Shadish et al., 2002, p. 178). Furthermore, the lack of possibility to
introduce time fixed effects in the analysis created a limitation for the ITSA. It was impossible
to introduced time fixed effects as they would have been perfectly collinear with the treatment
dummy variables, making the interaction impossible to extrapolate from the analysis. Being
able to introduce time fixed effects (in a hypothetical scenario) would have enabled the
elimination of unobserved covariates in the time series (Stock & Watson, 2020, pp. 371-372).
Instead, the ITSA was analysed with the possibility of unobserved covariates affecting the

independent variable present.

ITSA could be further limited if ‘forces other than the treatment under investigation’ has
influenced the outcome of the dependent variable concurrently to the independent variables

introduction (Shadish et al., 2002, p. 179). This could have been checked for with a control
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group in another context (Soumerai et al., 2015, p. 9). However, in this context, the EU’s article
12f was an all-encompassing sanction threat to all sanctions-busting third states. This meant
that a control group could not be made. Thus, it was a limiting factor to the causal inference of
the ITSA. Additionally, a limitation of ITSA was the potential for the data to skew the results.
Since the UNComtrade data was self-reported, this could mean that the self-reported data was
different to the actual trade flow. Thus, even when the Georgian export of HS870323 dropped
to zero, the good could still have been illicitly traded or otherwise smuggled into Russia. Delays
of the reported data could also have had an impact of the results of the ITSA (Shadish et al.,
2002, p. 178).

5.8.2 Limitations of the reflexive content analysis

RCA is a new method of qualitative analysis and therefore it is quite untested which means it
can be flawed. However, the limitations mainly centre around its ability to only analyse explicit
and manifest text. A researcher employing RCA is therefore typically already familiar with this
as it is supposed to be a building block in a multi-method design. Where problems can arise is
with its compatibility with the epistemological, ontological, and methodological approaches.
Thus, one will need to be mindful of how and when RCA can be employed. This is due RCA
in its current form being utilised to highlight the manifest meaning of text, which can be
leveraged within a greater methodological framework to interpret and understand (Nicmanis,
2024, p. 10). Moreover, employing RCA in a single researcher project entails the general
limitations of single researcher coding. When coding as a single researcher, biases from the
single researcher can manifest on the coding. A single researcher could be more prone to seek
specific patterns in the qualitative data that validates their hypotheses. Multiple researchers
working together could therefore improve the coding framework through contributing with

different understandings of the ‘patterns observed in the data’ (Nicmanis, 2024, p. 9).

5.8.3 Limitations of the comparative process tracing

One main limitation of using CPT to leverage states’ sanctions-busting was that it was
impossible to ‘infer actors’ real preferences, given that they are often engaged in strategic
contexts that provide incentives to misrepresent them’ as the state at hand would not want to
signal that they are indeed helping a target evade sanctions while under the threat of secondary
sanctions. However, PT allows the scholar to use actors’ historical rhetoric to explain behaviour
in the present through an inference of preferences. Yet, preferences can vary over time due to

multiple factors such as signalling in one way but acting in another way, which can challenge
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a use of historical rhetoric if the actor’s ‘preferences are not consistent with these statements
or acts’. PT does not lend itself particularly well for generalisation either on its own as PT does

not provide any greater external validity (Schimmelfennig, 2014, p. 104).

Additionally, using CPOs in an empirics-first manner to identify causal mechanisms has been
critiqued for not specifying ‘which types of empirical material can act as relevant evidence or
for how a CPO enables an inference to be made’. Therefore, utilising CPOs to make causal
inferences could only be done ‘after being assessed in a transparent fashion for what they can
theoretically tell us and what the particular source means in the context of the case’. Thus, it is
important to strictly define what the CPOs are supposed to be evidence of. Such definitions
and demarcations could have been aided through using CPO-led CPT in a multi-method
framework as it would have informed the reader on what ‘probative value they might have’.
Furthermore, the CPOs were not identified through a Bayesian method, which could have
supported the ‘certainty and/or uniqueness of evidence’ (Beach & Pedersen, 2019, p. 166). This
can cause issues of ambiguity about why the qualitative data is apt as evidence. Such issues of
ambiguity can lead to ‘the process linking a cause and outcome [...] remain[ing] in a theoretical
black box’. Such a scenario would inhibit the CPT to such a point where it could no longer
properly answer the research question (Beach & Pedersen, 2019, p. 167). Indeed, it showcases
the importance of transparency regarding the identification and explication of the CPOs, when

not utilising Bayesian reasoning, such in this case.
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6. Results, analyses, and contributions

6.1 Quantitative results and analyses

6.1.1 The quantitative results

The ITSA generated the following results.

Table 2

Interrupted Time Series Analysis with Clustered Standard Errors and Entity Fixed Effects

Dependent variable:
Monthly trade value in USD

All: Pre-Intervention Trend

(B1)

Armenia: Immediate
Impact ($2)

Georgia: Immediate
Impact ($2)

Kazakhstan: Immediate
Impact ($2)

Armenia: Post-
Intervention Trend (B3)

Georgia: Post-Intervention
Trend (B3)

Kazakhstan: Post-
Intervention Trend (B3)

564,079.800"
(337,487.900)

10,141,306.000"
(5,231,063.000)

12,219,446.000™
(5,399,807.000)

R

15,907,921.000
(4,556,087.000)

-848,623.900™
(337,487.900)

-716,039.700"*
(337,487.900)

-843,055.600"

F Statistic

(337,487.900)
Observations 106
R? 0411
Adjusted R? 0.356

9.568"" (df = 7; 96)

Note:

sk

p<0.1; p<0.05; **p<0.01

Clustered standard errors are in parentheses. P-values are based
on standard errors clustered at the group level.
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The results show that the pre-intervention trend for exports of HS870323 to Russia from all the
relevant states combined, seen in B1, had a positive trend. Furthermore, the immediate impact
of the sanction threat episode caused by the EU’s eleventh sanctions package against Russia
produced a jolt in positive trend as seen in the B2-numbers. Moreover, the general post-
intervention trend as seen in B3 was negative for all the relevant states. In this case, the centre
of attention will be on each relevant states’ post-intervention trend as it shows the varying
export behaviour of HS870323 to Russia in accordance with the research questions. To aid in
the interpretation of the relevant states’ export trends, Armenian, Georgian, and Kazakhstani
export behaviour have been visualised (Figure 2; Figure 3; Figure 4). Lastly, another
visualisation of purely the post-intervention period including all the relevant states was made

to simplify comparison between them (Figure 5).
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Figure 3
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Figure 5
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As seen in Figure 5 and B3, the trend for all the relevant states in the post-intervention period
was negative at a statistically significant level of p<0.05. Thus, the null hypothesis could be
rejected for all the relevant states. However, Georgia diverged from the other states as they
reached a level of net-zero exports while Armenia and Kazakhstan steadily hovered around 1-
4 million of monthly trade value in USD according to the self-reported UNComtrade data.
Therefore, Armenia and Kazakhstan could still have been subject to secondary sanctions as

stipulated in article 12f.

6.1.2 Analysis of Armenia s quantitative results

In Armenia’s case the EU’s implementation of the eleventh package of sanctions against Russia
caused a sharp drop in the export of HS870323 in the post-intervention period (Figure 2; Figure
5). However, the export levels stayed above a net-zero, which created risk for Armenia as they
could have been subject to secondary sanctions. The conditional context for Armenia’s
decision-making were: 1 for Alliance, and 0.271 for Dependence sender-target. Armenia is

therefore more economically dependent on the target and allied with the target.

Given the context, Armenia should prefer to defy sanctions according to the hypotheses.
However, Armenian decision-makers chose partial compliance. Potential secondary sanctions
could have ramifications where decision-makers believed that the costs of secondary sanctions
outweighed the benefits from sanctions-busting. Therefore, it can be understood that Armenian
decision-makers tried to maximise their expected utility through partial compliance. However,

this behaviour cannot be explained using the conditional context. H1, H2, and H3 thus seem to
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be unable to fully capture and explain the complexities of Armenian decision-making when
solely analysing export behaviour of HS870323 and how the conditional context shaped

Armenia’s decision-making behaviour.

6.1.3 Analysis of Georgia's quantitative results

The case of Georgia showcases an almost immediate response to the EU’s eleventh package of
sanctions, where the export of HS870323 firmly dropped to a net-zero level and stayed as such
(Figure 3; Figure 5). The conditional context for Georgia’s decision-making behaviour was: 0
for Alliance, and -0.047 for Dependence sender-target. Georgia firmly diverges from the
counterfactual and according to the conditional context it is not very surprising. Georgia is not
engaged in any alliance to a fully-fledged capacity and exported more goods to the EU27 than
Russia in 2023. Regarding the hypotheses, Georgia seems like a typical case as both H1 and
H2 align with the post-intervention trend and the Georgian governments decision-making vis-
a-vis the issue. Regarding exports of HS870323, Georgia appears to have decided that the best
way forward, given their conditional context, was to fully comply when facing the threat of

secondary sanctions. H3 is not applicable in Georgia’s case.

6.1.4 Analysis of Kazakhstan's quantitative results

Similarly to Armenia, Kazakhstan’s export of HS870323 dropped in the post-intervention
period (Figure 4; Figure 5). However, some of the data points regarding export of HS870323
from Kazakhstan to Russia in early 2024 suggested that the trend might have been recovering
towards the counterfactual. The conditional context for Kazakhstan’s decision-making
behaviour were: 1 for Alliance, and -0.153 for Dependence sender-target. Therefore,
Kazakhstan was the state that was most dependent on the EU27 compared to Russia in export
levels in 2023. At the same time, Kazakhstan does have an alliance with Russia. Thus, there is
a divide between clear economic interests and security interests. Turning to the hypotheses,
Kazakhstan exported substantially more to the EU27 than to Russia, compared to Georgia. In
contrast to this, Kazakhstan did not fully comply with the threat of secondary sanctions.
Instead, the decision-making in Kazakhstan was one of partial compliance. Therefore, H1 is
trumped by H2 as Kazakhstan weighs their alliance with Russia as preferable over compliance
with a larger economic partner in the EU. Moreover, H3 is not applicable in Kazakhstan’s case.
Subsequently, it could be understood that Kazakhstan tried to maximise expected utility
through partial compliance as being sanctioned by the EU would heavily affect Kazakhstani
export trends as the EU27 consisted of 26% of Kazakhstani exports in 2023.
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6.1.5 Comparison of the relevant states’varying reactions

Utilising the results of the ITSA and having the variables of the theoretical framework
established, the hypotheses shall be addressed regarding all of the relevant states. As H1, H2,
and H3 are derived from prior research, their results, and conclusions, it seems as episodes of
sanction threats in a dyadic context generate similar outcomes to the cases selected in this

triadic context.

First, pertaining to H1; it does seem like threats of secondary sanctions are more likely to cause
full compliance when the sanctions-busting third state is more economically dependent on the
sender. But this only seems to be the case if the sanctions-busting third state is not engaged in
an alliance with the target. This is showcased by Armenia and Kazakhstan who share the same
alliance characteristics but had a vastly different export scheme to Russia and the EU27 in
2023. Despite this, both states reacted very similarly to the EU’s imposition of the eleventh
package of sanctions, as seen in the post-intervention period (Table 2; Figure 2; Figure 4; Figure
5). Looking at Georgia, their non-alliance combined with a slightly negative score in
dependence sender-target emphasises their different reaction (Table 2; Figure 3; Figure 5). The
acuter reaction to the threat of sanctions from Georgia does therefore not seem to be only due
to export characteristics when compared with Armenia and Kazakhstan. Instead, their results
were also shaped by their lack of alliance. Therefore, H1 aligns with Georgia’s behaviour but

does not align with decision-making behaviour in Armenia or Kazakhstan.

Second, pertaining to H2; when comparing these cases, it could be inferred that threats of
secondary sanctions are less likely to cause full compliance when the sanctions-busting third
state is allied with the target, even if more economically dependent on the sender. This is due
to both Armenia and Kazakhstan maintaining their export of HS870323 to Russia even after
the imposition of the eleventh package of sanctions. Through the conditional contexts it could
therefore be understood that the relevant states slightly prefer the safety of an alliance over
economic profit as posited in the theoretical framework. Moreover, since both Armenia and
Kazakhstan did not strictly follow their counterfactual (even though Kazakhstan were hovering
close to it), it is possible that they do not want to be seen by the EU as sanctions-busters.
Instead, they could be trying to maximise their expected utility where the lowered level of
exports of sanctioned goods is at such an inconsequential level that the EU disregards it.

However, that is a statement that can only be supported by the qualitative data and subsequent
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analysis. In Armenia’s case, the expectations of the hypotheses are that they will align with
both H2 and H3. H3 is especially important for Armenia regarding their conditional context,

but their decision-making behaviour does not seem to align with H3.

Third, pertaining to H3; Armenia is expected to defy the threat of secondary sanctions due to
their conditional context. However, this hypothesis fails to align with Armenia’s decision-
making. Armenia chose to partially comply when expected to defy according to the hypotheses
and theoretical framework, which cannot be explained by the quantitative analysis. Lastly, H3

was not relevant to either Georgia or Kazakhstan.

Viewing the results through the lens of the theoretical framework shows us that the reactions
to the EU’s threat of secondary sanctions indeed caused varied reactions by the relevant states.
Furthermore, it seems likely that being in an Alliance with the target does affect the behaviour,
even when a state is more economically dependent on the sender than target. However,
Armenian decision-making cannot be explained through the hypotheses. As such, Armenia is

ascribed as the deviant case.
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6.2 Qualitative analyses

6.2.1 Analysis of the rationales guiding Armenia’s decision-making

The extracts point out one main rationale of Armenia, dependency on Russia, which guided its
decision-making. The impact of Armenia’s economic and security dependence on Russia is that
it lessens their ability to manoeuvre through crisis in an autonomous way (A2; A12; A13; A14).
Armenia’s struggle with autonomy is highlighted by a move done in the Russian parliament.
The duma ‘postponed debate on a bill that would have recognized Armenian driver’s licenses
for business and labor purposes’ due to ‘the Armenian government’s failure to take steps toward
granting official status to the Russian language’. Thus, Russian decision-making does actively
inhibit and restrict autonomous decision-making in Armenia. Subsequently, the Armenian
government acknowledged that their autonomous decision-making ability is in a precarious

position due to its dependence on Russia.

Regarding economic dependence, the Armenian Finance Minister Vahe Hovhannisyan told
media that Armenia’s export growth in 2023 of 215 percent was heavily based upon the sharp
increase of re-export which ‘accounted for 187 percentage points of this growth’ (A11). The
extract highlights Armenian policymakers’ awareness of their dependence to Russia. But due
to the complex nature of the situation, constraints caused by their dependency make
disentangling from the Russian economy difficult. Further illustrating the dependency,
Armenia ‘trying to disentangle the country’s economy from Russia’ is going to be difficult as
the biggest taxpayer in Armenia in 2023 was an ‘electronics retailer that appears to generate a
large share of profits from exports to Russia’ (B1; B4). Armenian decision-makers have the
knowledge that Moscow could even potentially retaliate through economic sanctions against
Armenia if they deviate from the Russian sphere of influence. This severely restricts the
possible responses available to Armenian decision-makers in response to the EU’s sanction
threat. Due to Armenia’s conditional context and dependencies, such a move towards the West

could cause heavy economic damages to the domestic economy.

Therefore, Armenian decision-makers had to make sure to balance against Russia to not be
punished for deviating from the Russian sphere of influence. Yet, even when Armenia-Russian
relations have deteriorated since the Nagorno-Karabakh conflict (Al; A4; AS; Al15), it was
stated that ‘Armenia does not intend to change its foreign policy vector despite its displeasure

with Moscow’ (A16). Thus, the Armenian Prime Minister Pashinyan seemed to still be wary of
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acting in a potentially disrupting manner regarding Russia-relations in 2023 according to
Aleksandr Iskandaryan, director of the Caucasus institute:
The thing is that, so far, this crisis has not gone beyond the level of discourse. There have
been no institutional changes in Armenia-Russian relations. They [such changes] are
spoken about, they’re discussed, but Armenia remains a member of the Russia-led
Collective Security Treaty Organization, Commonwealth of Independent States and
Eurasian Economic Union. If and when relations deteriorate at the institutional level,

interactions will deteriorate at the institutional level as well (A16).

The Armenian Prime Minister’s viewpoint further illustrates the impact of Armenia’s
dependency on Russia. When Russia failed to uphold their side of the CSTO-agreement with
the lack of peacekeeping units in the Nagorno-Karabakh conflict, Armenia did still not have a
way of manoeuvring in a satisfactory manner. Instead, Armenia stayed dependent on Russia

while acknowledging the difficulties within the bilateral relations.

Outside of the economic sector, Armenia remains dependent on Russia in other ways. Russia
maintains ownerships of a plethora of strategic assets throughout Armenian society. Examples
of this are Gazprom Armenia who has ‘a monopoly over the natural gas supply’ and ‘Russian
Railways’ who ‘controls the country’s railroads’ (B6). Further Russian leverage within crucial
societal sectors such as energy and logistics causes even more weaknesses to autonomous
decision-making. If Armenia would try to disentangle themselves from Russia, it could cause
deeper direct consequences to important strategic domestic assets than solely damage through

economic sanctions or the fallout from disrupted economic relations.

In the post-intervention period, stretching into 2024, Armenia has been explained as
‘increasingly aligned’ by Ursula Van der Leyen, and ‘Armenian leaders in recent months have
expressed interest in exploring EU accession’ (D4). Furthermore, the U.S. ‘will focus on
building Armenian “resilience” following the loss of Karabakh’ (D5). However, in their
immediate reaction to the intervention and sanction threat the cogs of this process had just
started turning. Therefore, Armenia balancing between the EU and Russia by partial

compliance reflects the efforts of trying to identify the best path forward.

While crisis-bargaining, Armenian decision-makers attempted to maximise expected utility

when pressured by several processes. The processes mainly affecting Armenian decision-
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making were economic dependency, security dependence, and societal leverage, highlighted
by their conditional context. The processes exerted and leveraged by Russia against Armenia
create a causal mechanism that is defined as dependency. The dependency subsequently
restricted Armenian decision-making autonomy due to the credibility of Russia’s threats
against unfavourable Armenian decision-making. Armenia was affected by Russian non-action
in Nagorno-Karabakh, which suggested that the bilateral relations could be lopsided.
Therefore, while rationales guiding decision-making were multifaceted, they largely consisted
of foreign policy dilemmas rooted in economic and security dependency on Russia. Due to
these pressures, Armenia had to concurrently balance risk of Russian retaliation with an
eventual future EU accession process. Because of these circumstances, Armenia’s viable, and
preferred, decision-making narrowed to a point where they were unable to fully comply with
the EU’s sanction threat. Nor were Armenia able to disregard the EU’s sanction threat and
continuing along the counterfactual if the decision-makers wanted to demonstrate priority for
an eventual future EU accession. Thus, Armenian decision-makers attempted to maximise
expected utility through partial compliance after being guided by the causal mechanism

shaping their decision-making.

6.2.2 Analysis of the rationales guiding Georgia s decision-making

The extracts underline one main rationale of Georgia, balancing between the West and Russia,
which guided its decision-making. However, Georgia was the only relevant state in which the
decision-makers decided to fully comply with the EU’s threat of secondary sanctions. On July
26th, 2023, it was decided that the export and re-export of cars imported from the European
Union to Russia and Belarus were to be banned (E3; AB1). Georgian officials elaborated by
stating that ‘the decision was made as part of the eleventh package of sanctions against Russia’
(ABI1). Such decision-making points towards Georgia aligning with the West rather than
Russia, but statements made by Georgian officials both in the pre-treatment and post-treatment

period convolutes that line of thought.

Earlier, in June 2023, Russian custom officials stated, ‘that at Upper Lars, the border crossing
linking Georgia with Russia, Moscow was “breaking through the economic blockade imposed

299

on us by European countries’. Yet, Georgian officials have also continuously ‘claimed they
were working with Western partners to carry out the necessary oversight of exports’ (E10).
Still, going into 2024 there were investigative reports that claimed that Georgia was failing to

enforce EU’s sanctions against Russia. Journalists from iFact ‘found that there were few
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barriers to sending such [dual-use] goods to Russia [such] as drones and computer processors,
items which can serve both a civilian and a military purpose’ (G1). Furthermore, the journalists
from iFact said that Georgian inspection protocols of exported goods were in place, but that
the ‘actual enforcement and thoroughness can vary’. Thus, circumvention of sanctions in
Georgia was claimed to still be possible in 2024. Georgian officials countered the report by
asserting that the report ‘leveled false accusations against the agency, claiming that sanctioned
goods are entering Georgia’s territory uncontrollably and subsequently being exported to the

Russian Federation’ (G3).

Moreover, Georgian officials stated that aligning with Western sanctions to further pressure
Russia ‘would be disastrous for the economy’ (G4), to the chagrin of EU-leaders (E11). On the
contrary, Russian Foreign Minister Lavrov praised the Georgian Prime Minister for sticking
‘by their national interests’ by manoeuvring out of ‘unprecedented pressure demanding that
they join sanctions’ (I12). An argument could be made that Georgian decision-making was
designed to signal compliance to the West while not fully enforcing the sanctions against
Russia. While the export of cars to Belarus and Russia were banned, the export of dual-use
goods to Belarus and Russia were never banned through legislative decision-making. This non-
decision vis-a-vis other prioritised goods underlines Georgia’s strategic choices in the context.
Furthermore, given Georgia’s conditional context, the government and decision-makers may
believe that avoiding secondary sanctions by signalling alignment with some of the EU’s
sanctions against Russia was the move that maximised expected utility. On the one hand,
Georgia’s utility would be hurt by secondary sanctions by the EU if they defied against article
12f. On the other hand, Georgia’s utility loss would also be hurt by a cessation of Russian trade
causing heavy economic deficits if Georgia aligned with the EU against Russia. If such
scenarios occurred, Georgian decision-makers would realise that its domestic population would
regard it as having harmed the economy by inducing a domestic economic shock. Therefore,
signalling compliance could give manoeuvring space to Georgia within its foreign relations
while not reducing its profits from sanctions-busting by firmly complying and enforcing the

EU’s sanctions against Russia within all sectors of exported goods.

One analyst, within the NGO Caucasian House, stated that ‘the Georgian Dream party appear
to be motivated by mainly domestic political concerns’ and that ‘Georgian Dream is happy to
accept all kinds of money and whatever benefits they can get’. Furthermore, the analyst

underlined that the ‘government is also hedging its bets geopolitically because it thinks that “if
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Russia is not winning in Ukraine, at least it is not losing’ (Y3). Such analysis could be bolstered
by Georgian officials arguing for resumed flights between Georgia and Russia after the full-
scale invasion of Ukraine. ‘[T]he resumption of direct flights will boost tourism revenues and
make life easier for Georgians who need to travel to Russia’ (Y1). Continuing this line of
thought, the Prime Minister of Georgia Irakli Kobakhidze ‘said Russia’s move [of trying to
resume flights] amounts to a reward for what he called a “pragmatic” policy vis-a-vis Russia

and the Ukraine war’ (Y4).

When Georgia was crisis-bargaining, the decision-makers almost immediately signalled by
complying with the EU’s threat of secondary sanctions. However, the export ban only extended
to cars. Other prioritised goods, such as dual-use goods, were not banned from being exported
to Belarus or Russia. Furthermore, the processes affecting Georgian decision-making were
mainly composed of economic balancing. This reflects their conditional context of non-
alignment and close to equal export numbers to both sender and target in 2023. Whereas
Georgia complied to the EU’s threat of secondary sanctions regarding HS870323, Georgian
officials decided that fully enforcing the sanctions regime would be too costly for the domestic
economy. Georgian decision-makers accordingly tried to maximise expected utility by shutting
down car exports which had spiked, but kept other sanctions-busting avenues open to make
profits from the increased trade with Russia. Thus, the Georgian government could keep both
the EU and Russia content with the situation, while also profiting as much as possible from the
sanctions regime. The causal mechanism identified to guide Georgian decision-making is
therefore argued to be balancing due to the strategic manoeuvring performed by the
government, to maximise expected utility. The decision-makers choice of only complying for
specific goods with the EU’s sanctions-regime while crisis-bargaining strengthens the claim

that such a rationale guided them to their decision-making choices.

6.2.3 Analysis of the rationales guiding Kazakhstan s decision-making

The extracts underline two main rationales of Kazakhstan, balancing between the West and
Russia and diplomacy, which guided its decision-making. In early 2023, Kazakhstan’s Foreign
Minister Mukhtar Tileuberdi stated that ‘the lack of a customs border with Russia makes it
“very difficult to manage” sanctions evasion’ in a press conference with then U.S. Secretary of
State Anthony Blinken (T1). A month later, an anonymous senior official within the
Kazakhstani government spoke about the circumvention of sanctions by saying that

Kazakhstan ‘will not allow the circumvention of Western sanctions and will not become a
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platform for such circumvention’. However, the same official said ‘that Kazakhstan does not
apply any sanctions and restrictions in trade with Russia’. But due to understanding the risks
of secondary sanctions Kazakhstan ‘closely monitor our mutual trade with all partners’ (S1).
Finally, it was underlined that ‘the government “is constantly working to reduce the risks of re-

export™ (S7).

Kazakhstan’s Foreign Minister confirmed the senior official’s claim about the risk secondary
sanctions poses to Kazakhstani trade by stating that ‘Kazakhstan has very historic ties with
both Russia and Ukraine’ which is why ‘this situation is quite heavy for us, for our economy,
and we [are] trying to avoid any negative effects from the sanctions’ (S2). Moreover, the
Foreign Minister stated that fear of secondary sanctions as well as prevention of sanctions-
busting played a part in deepening cooperation between Kazakhstan and the U.S. (S6). Still,
the deputy chief of the presidential office in Kazakhstan asserted that Kazakhstan ‘will not help
Russia evade Western sanctions, but added it will continue its economic ties with Russia within

the Eurasian Economic Union, as “there is no way for our economy to do it differently’ (X3).

As pressure mounted on Kazakhstan over the following months, various government officials
continued to assert Kazakhstan’s compliance with the sanction regime. For example, Madina
Abylkassymova, chairwoman of the government’s financial market regulator stated that
Kazakhstan ‘are adopting all the necessary measures to avoid the risk of secondary sanctions’.
She also added that ‘[a]ll the requirements put forward by European regulators have been
applied’ (N1). In a similar manner, Timur Suleimenov, first deputy chief of staff to the Kazakh
president said that ‘[w]e are going to abide by the sanctions. Even though we are part of the
[EEU] with Russia, Belarus, and other countries, we are also part of the international
community. Therefore the last thing we want is secondary sanctions’ (AE3). Finally, Kazakh
President Tokayev said the following on the reports of ‘export of dual-use goods to Russia, this

is absolutely not true’ (AE2).

Kazakhstani official accounts were firm on the point that they are not going to be a platform
for sanctions evasion. At the same time, they stated that Kazakhstan needs to continue their
partnerships with Russia due to the states’ historic connection and Kazakhstani economic
dependency. However, the Kazakhstani statements also portrayed fear of secondary sanctions,

which can be understood to severely impact Kazakhstan’s economy if implemented. This fact
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is highlighted by Kazakhstan’s conditional context, where exports to the EU27 were 143%
higher than Kazakhstan’s exports to Russia in 2023, measured by trade value in USD.

However, there have been claims made by some governmental officials that contradict the
official portrayal of sanctions-busting. One senior official ‘conceded that a certain volume of
dual-use goods is being delivered to neighboring Russia’ (AJ1). Elaborating on this, Trade and
Integration Minister Serik Zhumangarin stated that all of the sanctioned goods ‘cannot all be
blocked or traced’ as it consists of Kazakhstan’s ‘entire trade turnover’ (AJ1). Zhumangarin
continued by stating that ‘more than 100 companies are under close scrutiny’ by the
government in thanks to a list that ‘has been compiled on the basis of parts located in Russian
weapons intercepted in Ukraine’ (AJ2). In 2024, President Tokayev said that Kazakhstan will
continue to align itself with the sanctions, but that ‘Kazakhstan was not “anti-Russia” and
valued “comprehensive cooperation with Russian with which [Kazakhstan] shares the longest
border in the world’ (L1). Yet, an investigation made by the OCCRP ‘showed how drones and
microchips allegedly used by the Russian military’ were provided by Kazakh companies (L3).
Furthermore, even when Kazakh companies were targeted by smart sanctions, officials such as
the Minister of National Economy played down the impact of the secondary sanctions. The

minister instead chose to reinforce the idea that ‘Kazakhstan complies with sanctions’ (P2).

Non-governmental opinions on the situation have likened the situation to an example of good
diplomacy and balancing from the Kazakhstani President. Rakhimbek Abdrakhmanov, the
director of the Kazakhstan School of Applied Policy said that it will be difficult for Kazakhstan
to continue ‘upholding the sanctions regime while remaining Russia’s faithful economic ally’.
He continued by arguing that the ‘two promises cancel each other out’ (L4). Illustrating the
point further, Dimash Alzhanov, a Kazakh political analyst, stated that the goods used in the
Russian military complex still managed to slip past the implemented tracking system (L6).
Tokayev has also been understood to maintain ‘open channels of communication with western
think-tanks’ in order to paint an image that allows Kazakhstan to ‘dodge sanctions so far’ (L8).
Complexities of global economic dependence ‘also help Kazakhstan diminish Western ire
concerning sanctions-busting’ when viewing foreign direct investment into Kazakhstan.
Regarding Kazakhstan’s crude oil and LNG-production, the ‘10 largest investors in the sector
are entities headquartered in the EU, UK, and US’ (L9). However, highlighting the dimension
of Kazakhstan’s balancing of trade between hegemons, President Tokayev inaugurated a state

railway ‘logistics and innovation center’ in China. There, the Kazakhstani state railways
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company KTZ aimed to cooperate ‘with a Russian firm on the expansion of transport and

warehousing capacity for Russia-bound freight’ (O1).

While the government in official contexts had staunchly stated that no sanctions evasion occurs
on Kazakhstani territory, the claims were disputed by anonymous sources within the
government. Furthermore, the tracking system that was implemented seems to be of symbolic
weight when prioritised goods still slip past into Russia. The portrayal by the government can
be understood as an intentional strategy where the decision-makers can shape the narrative to
them doing as much as they can to satisfy both sender and target. The Kazakhstani government
was intentionally shaping an image of both attempted sanctions compliance and acknowledging
their economic and security ties with Russia. The strategy of the decision-makers shall
therefore be seen as risk minimisation through balancing. This is wholly aligned with
Suleimenov’s statement where it was underlined that the last thing Kazakhstan wanted were
secondary sanctions. When confronting the decision-making of the Kazakhstani government,
as opposed to its narrative, the image of balancing is further reinforced. This is due to the
Kazakhstani government deciding to punish domestic companies that were pointed out by
sender countries as sanctions-busting. They also decided to continuously allow investment
from Western countries. However, Kazakhstan concurrently deepened cooperation with China
and Russia as well as allowing domestic companies to ship dual-use goods to Russia unless

identified by external actors.

During Kazakhstan’s crisis-bargaining the decision-makers partially complied to the sanction
threat episode with both deepened cooperation with sender states and the implementation of
the goods tracker. The narrative was further construed to underline that Kazakhstan had their
hands tied behind their back. The narrative was perpetuated by the Trade and Integration
Minister mentioning that Kazakhstan cannot block all sanctioned goods from being exported.
Even when the goods tracker was implemented, it mainly consisted of a signalling attempt from
the Kazakhstani government as dual-use goods were still exported to Russia en masse.
Therefore, the decision-makers had created the perfect tool, not to track goods, but to signal
compliance while keeping import-export flows with Russia intact. The processes affecting
Kazakhstan were mainly related to economic balancing and diplomatic bargaining through a
public narrative. Therefore, the causal mechanisms identified to affect Kazakhstani decision-
making were balancing and diplomacy. The decision-makers tried to maximise expected utility

by crafting a narrative where diplomacy and cooperation with both sender states and the target
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was premiered. While doing so, they allowed domestic companies to violate the sanctions
episode on the target by only considering punitive action if a company engaged in sanctions-
busting were identified by an external actor. As such, strategic balancing and diplomacy
rationales were crucial in guiding Kazakhstani decision-makers to avoid secondary sanctions,

which would have a negative impact.

6.2.4 Comparison of the relevant states’ varying rationales guiding their decision-making

The deviant case within the relevant states is Armenia. Armenia’s causal mechanism was
dependency which further differentiated them from Georgia and Kazakhstan which both had
balancing as causal mechanisms. The processes that led to the causal mechanism was
Armenia’s economic and security dependence on Russia, as well as Russia’s societal leverage
through monopolies in the Armenian railway infrastructure and gas production. Furthermore,
when looking at the conditional context; Armenia had the pretext to defy the EU’s threat of
secondary sanctions. However, Armenia still partially complied to the sanction threat issued by
the EU. Thus, Armenia’s behaviour did not align with the hypotheses in the theoretical
framework and were therefore classed as the deviant case. One reason for Armenia’s deviant
development vis-a-vis the hypotheses, could be that decision-makers had lost faith in Russia
after the lack of support in the Nagorno-Karabakh conflict. However, turning the direction of
the state’s foreign relations and foreign policy away from Russia, with the dependency on
Russia in mind, is something that takes time. In 2024, officials from both the EU and the U.S.
expressed that Armenia were increasingly aligned with the West and that Armenia had an
increased interest in EU accession. As such, the political desire of Armenian decision-makers
trying to move closer to the West had certainly increased, but its economic reality still faced
serious challenges vis-a-vis its dependency on Russia. Subsequently, Armenia’s partial
compliance may seem odd from the perspective of their conditional context. However,
Armenian decision-makers were sticking to a long-term strategic goal of becoming less reliant
on Russia. Armenia’s partial compliance to the EU’s threat of secondary sanctions therefore

signalled their initiative of coming closer to the West in a successful manner.

Pertaining to Georgia and Kazakhstan, they are both typical cases as they both follow the
hypotheses posited in the theoretical framework. While Kazakhstan had a higher export
dependence on the EU in 2023 than what Georgia had, Kazakhstan only partially complied.
Kazakhstan’s decision-making therefore aligns with the conditional context and their

membership in the EAEU and CSTO. However, while Georgia and Kazakhstan both had

53



balancing as one of their causal mechanisms, the processes leading to the rationale varied
between the two states. In Georgia’s case, the processes leading to the causal mechanism was
economic balancing. This was because Georgia sought to profit as much as possible from the
situation while trying to reduce the risk of reprisals from either sender or target. When Georgian
officials discussed decision-making and sanctions alignment, they continuously stated that
alignment would be damaging to the Georgian economy. The decision-making outcomes also
highlights this fact. Guided by the causal mechanism of balancing, the decision-making in
Georgia decided to comply in only specifically sanctioned sectors. Thus, Georgia was guided
by a balancing rationale in their decision-making, from which they tried to maximise their

expected utility by maintaining their trade income, both from the West and Russia.

Kazakhstan’s processes leading to the causal mechanisms were more complex and
multifaceted. While Kazakhstan’s causal mechanisms were also affected by processes of
economic balancing, they were also affected by processes of diplomatic bargaining through a
public narrative. Therefore, Kazakhstan had two causal mechanisms: balancing and diplomacy.
The rationales in Kazakhstan were more explicit than Georgia’s due to Kazakhstani officials’
outspoken desire of being a part of the international community beyond solely focusing on the
EAEU. Thus, Kazakhstan had to manoeuvre in a strategic manner which allowed them to
continue its trade relations with both sender and target. Such manoeuvring included creating a
goods tracking system and deeper dialogue with the West to signal alignment with the EU’s
sanctions on Russia. At the same time, Kazakhstan was not proactive in purging domestic
companies who were sanctions-busting unless they were pointed out by external actors.
Through Kazakhstan’s strategic manoeuvring, they could keep their trade with both the EU and

Russia in good shape, which kept both actors content.

Whereas the rationales guiding the relevant states all varied, Armenia diverged from the
hypotheses in the theoretical framework given their conditional context. The black box of the
relevant states’ rationales was unpacked through inferring causality from official statements
and the relevant states’ conditional context. The hypotheses successfully capture how the
conditional contexts’ affect the rationales of Georgia and Kazakhstan, and how those rationales
subsequently affect the decision-making outcomes in typical cases. However, the hypotheses
fail to explain Armenia’s decision-making. The deviant case of Armenia can therefore be
argued to show how a long-term foreign policy strategy trumps the conditional context of the

present day. Even as Armenian decision-makers were aware of their dependence on Russia,
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they wanted to transition into a position of autonomy and self-governance. Therefore, the
Armenian decision-makers decided to partially comply with the EU’s sanction threat regarding

exports of the good HS870323, contrary to their expected behaviour.

6.3 Theoretical contributions

The main theoretical contribution of this thesis is the expansion of the theoretical framework,
building on previous findings from IR and game-theoretically driven papers. The theoretical
framework had to be synthesised as no prior research conceptualised sanctions-busting third
states in a triadic sanction threat scenario. The synthesising was done through two different
theoretical perspectives. First, the sanction threat literature which focused on dyadic
approaches. Second, the game-theoretical literature which focused on sanctions-busters’
reaction to sanctions imposition, in a triadic approach. Therefore, the theoretical framework
contributes to the literature by allowing for more present-day political realities to be studied.
Without the contribution of the theoretical framework, there would be no theoretical framework
specifically built for capturing the contexts and reactions of sanctions-busting third states to
episodes of sanction threats in a triadic context. Furthermore, drawing on the conclusions of
prior literature, it was hypothesised that the relevant states would react differently to the
sanction threat depending on the context they were operating in. Therefore, an approach built
on posited preferences was developed which was labelled as the conditional context. The
conditional context itself built on variables that mirrored the dyadic approach of prior literature.
The use of conditional context in a triadic approach addresses a blind spot of extant theory by
homing in on sanctions-busting third states reactions while under the threat of sanctions.
Whereas previous sanctions efficacy literature have drawn the conclusions that the context that
the state subject to sanction threats affected their reaction, none have transposed such theory

into a triadic scenario.

Yet, not all cases were typical and aligned itself with the hypotheses created. Thus, there are
still improvements to be made. For example, a longer temporal perspective could be applied to
capture the foreign policy strategies employed by a sanctions-busting third state. Doing so, the
theoretical framework could more accurately pinpoint what context the state is working in.
Pinpointing the context could aid in predicting the most likely move by the sanctions-busting
third state that is subject to a sanction threat. As sanctions-busting third states are situated in
between sender and target, these predictor variables are important due to their ability to expand

our knowledge of how states behave. While expanding the game to a triad allowed the
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theoretical framework to incorporate the sanctions-busting third state as a player that had to
weigh risk aversion against expected utility, future research could sharpen this aspect. Due to
the limitations of low-N case comparisons and their lack of generalisability, quantitative game-
theoretical research could expand on the current theoretical framework. Indeed, a deductive
quantitative approach using the TIES-dataset in a large-N study could lead to further theory
building through its generalisability.

6.4 Empirical contributions

Given that prior research often disagreed on whether sender states could make sanctions-
busting third states change their behaviour through threats of sanctions, the empirical
contributions are plenty. Through the results and analysis; it is understood that sender states
can make sanctions-busting third states change their behaviour through sanction threats.
However, the sanction threat efficacy is varied. Furthermore, it seemed like sanctions-busting
third states that were more economically dependent on the sender state were more easily
affected by sanction threats, however such a claim cannot be generalised. This is due to a
sanctions-busting third state with such a conditional context usually being motivated to engage
in sanctions-busting due to its commercial benefits, rather than engaging in the behaviour due
to an alliance with the target. Further agreeing with prior research, it does also seem like
sanctions-busting third states that are allied to the target are less likely to fully comply with a
sanction threat regime. On the contrary to these typical results, real world decision-making is
often more complicated than how a theoretical framework and its hypotheses can describe it.
Armenian decision-making is a good example of this. As Armenia desired to come closer to
the West after the Nagorno-Karabakh conflict and Russia’s lack support, their decision-making
did not stick to the hypotheses crafted for the conditional contexts. Instead, the Armenian
government had decided that it would pivot its foreign policy stance into one that lent it more
autonomy than its current dependency to Russia would otherwise have allowed it. Therefore,
long-term strategic alignment seem to take precedent over a state’s conditional context.
Nevertheless, long-term strategic alignment and conditional context usually align. Capturing a
long-term strategic alignment and conditional context that are diverging from each other is
surprising as the long-term strategic alignment usually informs the state’s conditional context

over time.

Understanding why the rationales vary in the sanctions-busting third state also aids a sender in

creating a more informed sanction threat. Tailoring the sanction threat to the context of the
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sanctions-busting third states could therefore allow a sender to maximise sanctions efficacy
against the target. Conditional contexts and long-term strategic alignment often reinforce each
other, shaping the decision-making rationale in the sanctions-busting third state. This
observation aligns with the sanction’s efficacy and suggests that economic interdependence
between a sender and the sanctions-busting third state may increase credibility, and thus
efficacy, of a sanction threat episode. A large-N study could create generalisability of these
claims in a triadic scenario. If generalisability were to be found, it would suggest that sender
states could enjoy a strengthened position vis-a-vis sanction threats if they incentivise their
domestic commercial sector and/or create opportunities at the state level to increase trade and
cooperation with already, or potential, sanctions-busting third states. Therefore, in such a
scenario, a sender could encourage bilateral trade opportunities, either on the state level or
through institutions at a supra-national level, such as through EU-wide cooperation if they
desire more effective sanctions. In the relevant states, bilateral trade agreements are in place
for all, where Georgia’s DCFTA is more comprehensive than Armenia’s or Kazakhstan’s.
Deepening such trade agreements with Armenia and Kazakhstan could potentially allow for
greater efficacy when threatening and imposing sanctions upon Russia. Indeed, a greater share
of mutual interdependence in import-export channels between a sanctions-busting third state
and the sender could make the threat of secondary sanctions more efficient, even if formal

alliances still weigh heavily on the decision-making process in the third state.
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7. Conclusions

The typical cases of Georgia and Kazakhstan confirm that the findings of prior research within
the sanction threat literature that was focused on a dyadic context, can be extended to a triadic
context. However, the deviant case of Armenia underlines the need for a longer temporal
perspective which captures long-term foreign policy strategies beyond the dichotomy of a
sanctions-busting third state being either driven by commercial desires or alliance alignment.
Therefore, the extension to a theoretical framework that focuses on episodes of sanction threats
in a triadic context can be seen as a first step towards proving that conclusions drawn in dyadic
contexts could be transferrable to triadic contexts. Nonetheless, a large-N study will have to be
carried out to be able to generalise such a claim. Regarding deviant cases, the theoretical
framework will also need to be further developed to capture a state’s long-term foreign policy
strategy. The variables that built the conditional context were not nuanced enough to capture

occurrences like Armenia’s strategic re-alignment.

Regarding the first research question, the null hypothesis was rejected for all states in the post-
intervention period. However, due to Armenia’s and Kazakhstan’s continued export behaviour
of HS870323 above a non-zero level they were still liable to secondary sanctions per the
definition of article 12f. Therefore, the reactions to the EU’s sanction threat caused varying
reactions that were generally aligned with the posited hypotheses. However, Armenia’s
conditional context and their partial compliance that the hypotheses could not explain, made

them get identified as the deviant case.

Regarding the second research question, the rationales guiding decision-making vary in the
relevant states. In Armenia, the decision-making was guided by the causal mechanism of
dependence. The dependence itself was shaped by processes of economic dependency, security
dependence, and societal leverage by Russia. This meant that the autonomy of Armenian
decision-making was restricted. The restricted Armenian autonomy led their decision-makers
to pivot and rebalance their strategic alignment vis-a-vis their foreign policy. Thus, Armenia
partially complied to the EU’s threat of secondary sanctions, which aligned them closer to the
West, something Western leaders acknowledged publicly. In Georgia, the decision-making was
guided by the causal mechanism of balancing. The balancing was shaped by processes of
economic balancing, as Georgian leaders sought to profit as much as possible from the

sanctions episodes. Doing so, Georgian decision-makers decided to signal full compliance to

58



the sanction threat, but only regarding the export of cars. Other prioritised goods such as dual-
use ones were still not banned to export by the Georgian decision-makers. Georgian decision-
makers can therefore be understood to believe that their initial compliance signalling was
enough to avoid secondary sanctions by the EU. In Kazakhstan, the decision-making was
guided by balancing and diplomacy. The decision-makers crafted a narrative which supported
the Kazakhstani balancing act. In combination with the narrative, the decision-makers created
a goods tracker which was supposed to be prevent sanctions circumvention in agreement with
Western actors. However, anonymous officials in the Kazakhstani government stated that the
system was easy to bypass. Therefore, the goods tracker is understood to be part of a balancing
act rather than an act of sanctions compliance. In official fora, the Kazakhstani officials stated
they both valued Russian cooperation and being part of the international community. This, in
combination with their conditional context, forced Kazakhstan to create a narrative that allowed
them to manoeuvre strategically to avoid repercussions, and concurrently keep trade-channels

open with the EU and Russia.

The empirical focus on episodes of sanction threats in a triadic context allows for deepened
understanding of sanctions-busting third states. The results show that it is possible to prevent
or reduce sanctions-busting through sanction threats. Drawing on these results, a sender could
be understood to be able to prevent or limit the scale of sanctions-busting by encouraging closer
cooperation and economic interdependence with sanctions-busting third states. Tailoring
sanction threats to the conditional context of sanctions-busting third states may therefore
increase the credibility and efficacy of the threat. In practice, incentivising domestic
commercial sectors and/or creating opportunities at the state level could increase the efficacy
of the sanction threat episode. Such practices could be carried out through bilateral or EU-wide
trade agreements. Thus, it could be argued that an increased portion of mutual interdependence
between sender and third state in import-export trade could increase the efficacy of a sanction

threat episode. Yet, such claims can only be generalisable through a large-N study.

Future research could therefore lay the foundation of how a sender can maximise sanctions
efficacy against the target by disabling or reducing sanctions-busting capabilities. Through a
long-term perspective the sender could thus potentially reduce the perceived negative effect of
the target’s actions on the international arena. However, sanctions-busting third states that have
little to no economic interdependency with the sender should also be incorporated in a large-N

study to understand if such sanction threats would still be efficient.
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Appendices

Appendix A

Table 3

The table presents all articles deemed initially relevant to the research questions. During the

reflexive content analysis, some articles were determined to be irrelevant. These are left blank

in the ‘Relevant to RQ’ column.

Article APA 7 Citation Title Outlet Relevant
label (Reference) to RQ
(X =Yes)
A (Mgdesyan, 2023a) Russia’s powerful Eurasianet X
economic levers over
Armenia
B (‘Armenia: Tax Armenia: Tax records tell Eurasianet X
records tell tale of tale of continuing
continuing economic dependency on
economic Russia
dependency on
Russia’, 2024)
C (Mgdesyan, 2023b) | Armenia ponders risks Eurasianet X
and rewards as sanctions
loom on Russian
diamonds
D (Avetisyan, 2024) | European Union, United Eurasianet X
States woo Armenia with
economic assistance
package
E (Gabritchidze, Georgia bans re-export of Eurasianet X
2023d) Western-imported cars to
Russia, Belarus
F (Gabritchidze, Georgia bans re-export of Eurasianet
2023d) Western-imported cars to
Russia, Belarus

X1V



(Benson, 2024b) Georgia, Kyrgyzstan face Eurasianet
scrutiny over possible
sanctions-busting
(Benson, 2024a) Georgia: The used-car Eurasianet
capital of Eurasia
(Gabritchidze, Georgian authorities face Eurasianet
2023b) backlash over Russian
purchases
(Gabritchidze, Fight or flight: Tbilisi Eurasianet
2023a) and Kyiv caught in
another round of tensions
(Gabritchidze, Saakashvili's health leads Eurasianet
2023c¢) to renewed diplomatic
tensions between Kyiv
and Thilisi
(Bekmurzaev, 2023) Perspectives | Central Eurasianet
Asian states walking fine
line on Russian sanctions
(‘Russia’s Parallel | Russia’s parallel imports Eurasianet
Imports Hindered | hindered by Central Asia
by Central Asia bottleneck
Bottleneck’, 2023)
(‘Kazakhstan Kazakhstan spooked by Eurasianet
Spooked by U.S. U.S. warning of
Warning of secondary sanctions
Secondary
Sanctions’, 2023)
(China-Central Asia Kazakhstan boosting Eurasianet
Monitor, 2024) freight rail links to
Russia, China
(Kumenov, 2024a) Astana authorities to Eurasianet

probe operations of

XV



sanctioned Kazakh

company
(Kumenov, 2024b) Kazakhstan to Eurasianet
Lukashenko: mind your
own business
(Kumenov, 2024c¢) Four Central Asian Eurasianet
entities added to US
sanctions list
(Lillis, 2023) Kazakhstan poised to Eurasianet
intensify vetting of re-
exports to Russia
(Prince, 2023) West Tightens Sanctions Radio Free
Compliance As Russia's Europe/Radio
Economy Avoids Worst- Liberty
Case Scenario
(dpa, 2023) EU Foreign Ministers Radio Free
Debate New Russia Europe/Radio
Sanctions Liberty
(RFE/RL’s Kazakh EU, Kazakhstan In Radio Free
Service, 2023) Contact On Preventing Europe/Radio
Russia Sanctions Liberty
Evasion, Steinmeier Says
(RFE/RL’s Kyrgyz | EU Parliament Member Radio Free
Service, 2023b) Urges Kyrgyz Europe/Radio
Compliance With Liberty
Sanctions Against Russia
(RFE/RL’s Kyrgyz EU Official Calls On Radio Free
Service, 2023a) Kyrgyzstan To Prevent Europe/Radio
Liberty
(Kucera, 2023) Georgia's Diplomatic Radio Free
Balancing Act Is Getting Europe/Radio
Harder To Pull Off Liberty

Xvi



Z (RFE/RL, 2024) U.S. Hits Network Radio Free
Allegedly Facilitating Europe/Radio
Russia-North Korea Liberty
Sanctions Evasion
AA (Aibashov et al., Reexports To Russia: Radio Free
2023) How The Ukraine War Europe/Radio
Made Trade Boom In Liberty
Kyrgyzstan
AB (RFE/RL’s Russian Georgia Bans Export, Radio Free
Service, 2023) Reexport Of Cars From Europe/Radio
U.S., EU To Russia And Liberty
Belarus
AC (AP, 2023) New U.S. Sanctions Radio Free
Target Workarounds That Europe/Radio
Let Russia Get Western Liberty
Tech For War
AD (Gvindadze, 2023) The Underground Radio Free
Network Helping Europe/Radio
Russians Escape The Liberty
Draft
AE (Schreck et al., Kyrgyz, Kazakh Radio Free
2023) Companies Send Western Europe/Radio
Tech To Firms Linked To Liberty
Kremlin War Machine
AF (Aibashov & Kyrgyzstan's Lucrative Radio Free
Rickleton, 2024) Reexport Of Vehicles Europe/Radio
Getting The Squeeze Liberty
From Russia
AG (Standish, 2024) How Two Years Of War Radio Free
In Ukraine Have Europe/Radio
Changed Central Asia Liberty
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Radio Free

AH (Aibashov & Russia's Sick Ruble
Rickleton, 2023) Squeezing Kyrgyzstan's Europe/Radio
Bellwether Garments Liberty
Industry
Al (Ovsyaniy, 2024) How Russia's Warplanes Radio Free
Get Their 'Brain Power' Europe/Radio
From The West, Despite Liberty
Sanctions
Al (‘Kazakhstan Says Kazakhstan says some Eurasianet

Some Dual-Use
Goods Getting to
Russia’, 2023)

dual-use goods getting to

Russia
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Appendix B

Table 4
The table shows all the 39 codes written for the qualitative analysis with an example extract
for each code. The example extract is typically the first extract written for the code that was

deemed relevant for the research question (see supplementary material).

Example quote from extract Code Sub- Categor | Fr
category y eq.
()
B5: Armenia’s trade turnover with Russia | Sanctions | Sanctions | Armenia/ | 34
skyrocketed following the invasion of Ukraine, | evasion Georgia/
with the country coming under wide suspicion Kazakhst
of assisting Russia in sanctions evasion. an
A2: About 40 percent of Armenia's exports go to | Export Economic | Armenia/ | 28
Russia, and Yerevan's dependence on Russia for Georgia/
basic goods is overwhelming. Kazakhst
an
All: Armenian Finance Minister Vahe | Trade Economic | Armenia/ | 25
Hovhannisyan recently framed the centrality of Georgia/
re-export in the structure of trade with Russia in Kazakhst
stark terms: He said that while exports to Russia an
were up 215 percent for the first half of 2023
compared to the same period last year, re-export
accounted for 187 percentage points of this
growth while exports of Armenian products
accounted for just 28 percentage points.
C2: But some are pinning hopes on the prospect | Re-export | Sanctions/ | Armenia/ | 22
that Armenian diamonds of Russian origin will Economic | Georgia/
not be identified as such. Kazakhst
an
"The new EU sanctions could have various
kinds of effects on the Armenian diamond
industry," a source in the Armenian government
told Eurasianet on condition of anonymity.
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"The whole issue is how strictly the movements
of Russian rough diamonds around the world
will be monitored and how it will be determined
whether a diamond cut in Armenia or some other

country is of Russian origin or not."

In this context, the export/re-export supply chain
will be a factor. Most Armenian cut diamonds of
Russian origin are first sold to the United Arab
Emirates and then find their way around the

world from there.

L1: Kazakhstan and Kyrgyzstan are walking a
geopolitical tightrope when it comes to
international sanctions against Russia, striving
to please both the Kremlin and the West.
Kazakhstan seems to be managing the balancing

act better than Kyrgyzstan.

In recent months, Kazakh and Kyrgyz leaders
have engaged in rhetorical calisthenics aimed at
remaining in the good graces of all parties
involved in the war in Ukraine. During a late
autumn visit to Germany, for example, Kazakh
President Kassym-Jomart Tokayev repeated
earlier denials that Kazakhstan has facilitated
Russian parallel-import and sanctions-evasion
schemes, insisting that Astana “has clearly
stated that it will follow the sanctions regime.”
At the same time, Tokayev said Kazakhstan was
not “anti-Russia” and valued “comprehensive

cooperation with  Russia, with  which

Kazakhsta
ni official
communic

ation

Official
communic

ation

Kazakhst

an

17
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[Kazakhstan] shares the longest border in the

world.”

L4: On a basic level, the challenge of keeping
both the West and Russia happy for much longer
seems difficult, if not impossible. Referring to
Tokayev’s pledges that Kazakhstan is upholding
the sanctions regime while remaining Russia’s
faithful economic ally, Rakhimbek
Abdrakhmanov, the director of the Kazakhstan
School of Applied Policy, said the concepts are
mutually exclusive. “These two promises cancel
each other out; Kazakhstan  cannot
simultaneously enforce the sanctions regime and
be on good terms with Russia,” Abdrakhmanov

said.

Balancing

Foreign

relations

Georgia/
Kazakhst

an

12

E3: The Georgian authorities made the public
announcement on August 3, after first
confirming the news about the new restrictions

in response to media inquiries.

According to the authorities, the move was
necessary in order to comply with the newer
packages of Western sanctions. The decision
follows the EU's eleventh sanctions package
with more focus on cooperating with third
countries to avert possible circumvention of
existing sanctions against Russia, including
through re-exports. Georgia has not imposed
sanctions against Russia but has pledged not to
allow the use of its territory for sanctions

evasion.

Sanctions
complianc

€

Sanctions

Georgia/
Kazakhst

an

12

D4: Describing EU-Armenian relations as

“increasingly aligned,” Van der Leyen also

Sanctions-

busting

Sanctions

Armenia/

Georgia/

11
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praised Armenia’s efforts to combat sanctions-
busting trade that helps the Kremlin prosecute
its war against Ukraine. Pashinyan and other
have

Armenian leaders in recent months

expressed interest in exploring EU accession.

Kazakhst

an

E10: Since the start of Russia's full-scale
invasion of Ukraine, Georgia has been in the
spotlight as one of the potential routes for
Russian evasion of Western sanctions. In June,
Russian customs officials claimed that at Upper
Lars, the border crossing linking Georgia with
Russia, Moscow was "breaking through the
economic blockade imposed on us by European

countries."

Georgian officials, however, have repeatedly
claimed they were working with Western
partners to carry out the necessary oversight of

exports.

Georgian
official
communic

ation

Official
communic
ation/Forei
gn

relations

Georgia

10

E11: Earlier, Western diplomats said there was
no proof of Thilisi violating sanctions. And in
June, U.S., UK, and EU officials arrived in
Georgia to make sure the country was not used
for sanctions circumvention by Russia,
particularly in terms of 38 sensitive products

that can be used to make battlefield weapons.

The officials positively assessed Tbilisi's efforts
in that regard, despite their general regret that
Georgia does not itself implement and align with

Western sanctions.

Western
official
communic

ation

Official
communic

ation

Armenia/
Georgia/
Kazakhst

an

10
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Al: Armenia's relations with its strategic partner
Russia are getting worse and worse and its
leaders seem to desire a shift in geopolitical

orientation towards the West.

But a look at Russia's powerful levers over the
country makes that kind of thinking seem

delusional.

And Moscow has begun dropping hints of how

much economic pain it can inflict on Armenians.

Armenia-
Russia

relations

Foreign

relations

Armenia

A12: The overall effect is that, since its invasion
of Ukraine, Russia has greatly strengthened its
positions in Armenia's economy. And many
worry that this growing dependence on Russia
room for

could greatly limit Armenia's

maneuver in the political arena.

Dependen

CcC

Foreign

relations

Armenia/
Kazakhst

an

B2: Since Azerbaijani forces reconquered
Nagorno-Karabakh, the Armenian government
has moved to distance itself from Russia, which
many Armenians believe failed to live up to
security commitments to defend Armenia’s
interests. Politically, Prime Minister Nikol
Pashinyan has been quick to bolster relations

with the European Union and United States.

Armenia-
West

relations

Foreign

relations

Armenia

G4: Georgia has not joined Western nations in
sanctioning Russia since the full-scale invasion
of Ukraine in 2022, saying that such a move
would be disastrous for the economy. But
leaders often claim that the country isn’t being
used for circumventing sanctions imposed by

Western nations.

Domestic

economy

Economic

Georgia/
Kazakhst

an
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P2: Kazakh President Kassym-Jomart Tokayev
and other officials have repeatedly stated that
Kazakhstan complies with US sanctions against
Russia. But journalistic investigations have
shown that the country has been used as a

conduit for Russian sanctions-busting activity.

Kazakh authorities have promised to conduct a
probe in KBR Technologies’ operations.
Minister of National Economy Nurlan
Baybazarov downplayed the impact of the
sanctions against the Kazakh entity on the
broader economy. “On the scale of our country,
this is an insignificant impact. One specific
company was hit,” he said. “There will be no

effect of secondary sanctions.”

Imposed

sanctions

Sanctions

Georgia/ | 6
Kazakhst

an

G6: “At the very least, if the government
sincerely claims to enforce sanctions and does
not want to become a violator country, the best
way would be to publish a separate list of high-
priority battlefield items and issue additional
restrictions on their export,” Maximilian Hess, a
sanctions expert at the Foreign Policy Research

Institute, told iFact.

Sanctions
enforceme

nt

Sanctions

Georgia/ | 6
Kazakhst

an

N1: Local media cited Rosenberg as saying that
the risk to Kazakh companies from secondary
sanctions related to Russia was increasing and
that the U.S. government is in close dialogue
with Astana to help avoid any fallout from
Russian attempts to circumvent those sanctions

and export control measures.

Secondary

sanctions

Sanctions

Kazakhst | 6

an
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Quizzed by reporters about Rosenberg’s
remarks, = Madina  Abylkassymova, the
chairwoman of the government’s financial
market regulator, insisted that all second-tier
banks and financial services companies in
Kazakhstan had significantly strengthened

compliance procedures.

“All requirements are being upheld. The main
issue is that when trading operations are being
effected, the banking system should not be
exploited to circumvent sanctions,”
Abylkassymova said. “We are adopting all the
necessary measures to avoid the risk of
secondary sanctions on Kazakhstan’s financial
sector. All the requirements put forward by

European regulators have been applied.”

A16: Armenia does not intend to change its
foreign policy vector despite its displeasure with
Moscow's refusal to support Yerevan in the
conflict with Azerbaijan as well as Pashinyan's
recent remark to The Wall Street Journal that
Armenia does not benefit from the presence of

roughly 10,000 Russian soldiers on its territory.

"The thing is that, so far, this crisis has not gone
beyond the level of discourse. There have been
no institutional changes in Armenian-Russian
relations. They [such changes] are spoken about,
they're discussed, but Armenia remains a
member of the Russia-led Collective Security
Treaty  Organization, Commonwealth of

Independent States and Eurasian Economic

Foreign

policy

Foreign

relations

Armenia/
Georgia/
Kazakhst

an
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Union. If and when relations deteriorate at the
institutional level, interactions will deteriorate at

the institutional level as well,"

N3: Another U.S. official who has traveled to
Kazakhstan, Matthew Axelrod, the assistant
secretary for export enforcement at the Bureau
of Industry and Security, hailed what he
described as a successful ongoing effort to blunt
Russia’s offensive capabilities. He noted,
however, that countries like Kazakhstan are
being used as a transshipment point for banned
material. U.S. officials have likewise identified
Armenia as another important channel for

Russia to import banned technology.

“We are prioritizing items such as computer
chips, as well as elements used in integrated
electronic systems needed for Russian missiles
and drones,” Axelrod said, in remarks translated
into Russian by Kazakh media. [...] I want to
make it very clear that the supply of such items
to Russia through Kazakhstan is in direct

violation of export controls.”

Axelrod reportedly placed the value of the re-
export to Russia of proscribed items through
Kazakhstan since the start of the war in Ukraine

as ranging into the “millions of dollars.”

Parallel

import

Sanctions

Armenia/
Georgia/
Kazakhst

an

E2: Citing Western sanctions, Georgia is
banning the re-export and transit of cars
imported from the United States and the
European Union to Russia and Belarus. The

booming re-export business has been drawing

Decision-

making

Governme

nt

Georgia/
Kazakhst

an
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growing scrutiny amid Russia's full-scale

invasion of Ukraine.

C5: Meanwhile some in Armenia are focused on
the risks posed by the sanctions and see a need
to diversify the country's rough diamond
importers. Doing so would protect the diamond-
cutting industry from a rapid decline should
there at some point be a total (and enforceable)
ban on Russian rough diamonds. [...] Tigran
Khachatryan, the director of the state raw
diamond procurement company, says Hay-
Almast has been talking for several months now

with a potential new supplier.

He refused to say who it is but expressed

optimism that a deal will be reached.

"We are halfway there in our talks with the new

supplier. We hope to have a result soon," he said.

Risk

mitigation

Foreign

relations

Armenia/
Kazakhst

an

AS: The steady worsening of political ties
between Armenia and Russia has had an inverse
relationship with the two countries' growing
economic cooperation over the past year and

half or so.

Economic
cooperatio

n

Economic

Armenia

T1: Kazakhstan and Kyrgyzstan are also key
transshipment nations, experts say. Armenia,
Kazakhstan, and Kyrgyzstan are members of the
Russia-led Eurasian Economic Union (EEU),
which allows for the freer movement of goods

between countries.

During the joint press conference with Blinken,

Kazakh Foreign Minister Mukhtar Tileuberdi

Eurasian
economic

union

Foreign

relations

Armenia/
Kazakhst

an
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said the lack of a customs border with Russia
makes it “very difficult to manage” sanctions

evasion.

In one recent example, PKK Milandr, a
sanctioned Russian microelectronics company
that is part of the country’s military-industrial
complex, used Armenian- and Swiss-based
firms to order and pay for foreign integrated

microchips, the United States has alleged.

L9: Global economic factors also help | Foreign Economic | Kazakhst | 2
Kazakhstan diminish Western ire concerning | direct an
sanctions-busting. Kazakhstan’s oil and gas | investment

resources attract large investments; six out of the

10 largest investors in the sector are entities

headquartered in the EU, UK, and US.

No extracts deemed relevant to either research | Increase of | Economic | Armenia/ | 2
question. goods Georgia

L5: Despite an abundance of evidence that both | Image- Signalling | Kazakhst | 2
Kazakhstan and Kyrgyzstan are violating the | crafting an

Russia sanctions regime, only Kyrgyzstan has

faced Western punishment. |[...]

One explanation for the discrepancy is
connected to image-crafting. Kazakhstan has
adopted measures that look good, even if they
do not function optimally. To better control the
flow of sanctioned goods, for instance, Astana
launched an automated online tracking system
that ostensibly enables the monitoring of
imported goods into Kazakhstan and their

further movements. This has been presented as
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a solution to stopping the flow of sanctioned

items.

L8: Some examples of Kazakhstan’s diplomatic
dexterity include Tokayev’s statement in June
that his country would not recognize the
independence of the breakaway Ukrainian
regions of Luhansk and Donetsk. In November,
following a Kazakh-Russian meeting, Tokayev
tweaked the Russian delegation led by Vladimir
Putin by delivering opening remarks at a joint

news conference in Kazakh.

“Kazakhstan has painted a beautiful image,”

said  Abdrakhmanov,  explaining  how

Kazakhstan entities and individuals have
managed to dodge sanctions so far. Alzhanov
also noted that Astana maintains open channels
of communication with western think-tanks,

media and other inside-the-beltway types.

Kazakhsta
ni-Russia

relations

Foreign

relations

Kazakhst

an

B6: In addition to having the largest share of
Armenia’s foreign trade, Russia exerts influence
over the Armenian economy in other ways, such
as ownership of strategic assets. For example,
the Russian energy giant Gazprom’s Armenian
affiliate, Gazprom Armenia, enjoys a monopoly
over the natural gas supply. Russian Railways,

meanwhile, controls the country’s railroads.

Russian

influence

Foreign

relations

Kazakhst

an

12: Moscow's repeated praise for Tbilisi for not
succumbing to Western “pressure" for tougher
action against Russia further exacerbates

tensions.

Russian
official
communic

ation

Official
communic

ation

Georgia
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"I will just quote [the Georgian] prime minister
and his ministers, who in response to the
unprecedented pressure demanding that they
join sanctions, open a second front — even such
terminology has been applied — say they are
guided by their national interests," Russian

Foreign Minister Sergey Lavrov said in a recent

interview.

A3: On 24 October the lower house of the | Russian Foreign Armenia/ | 2
Russian legislature, the Duma, postponed debate | threats of | relations Georgia/

on a bill that would have recognized Armenian | sanctions Kazakhst
driver's licenses for business and labor purposes. an

The move was widely seen in Armenia as

politically motivated and a hint of the economic

sanctions that Moscow could implement in a bid

to bring its wayward junior partner to heel.

E2: Citing Western sanctions, Georgia 1is | Sanctions | Sanctions | Armenia/ | 2
banning the re-export and transit of cars | from the Georgia
imported from the United States and the | West

European Union to Russia and Belarus. The

booming re-export business has been drawing

growing scrutiny amid Russia's full-scale

invasion of Ukraine.

C2: But some are pinning hopes on the prospect | Sanctions | Sanctions | Armenia |2
that Armenian diamonds of Russian origin will | impact on

not be identified as such. Armenia

"The new EU sanctions could have various
kinds of effects on the Armenian diamond
industry," a source in the Armenian government

told Eurasianet on condition of anonymity.
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"The whole issue is how strictly the movements
of Russian rough diamonds around the world
will be monitored and how it will be determined
whether a diamond cut in Armenia or some other

country is of Russian origin or not."

In this context, the export/re-export supply chain
will be a factor. Most Armenian cut diamonds of
Russian origin are first sold to the United Arab
Emirates and then find their way around the

world from there.

No extracts deemed relevant to either research | American | Foreign Kazakhst | 1
question. influence | relations an
Al4: He added that he has not seen any real | Economic | Economic | Armenia | 1
attempts by the Armenian authorities to | relations
diversify the country's economic relations and
reduce its dependence on Russia.
No extracts deemed relevant to either research | Georgia- | Foreign Georgia | 1
question. West relations

relations
S2: Those remarks accurately convey the | Historic Foreign Kazakhst | 1
complexity of the challenge facing Kazakhstan, | ties relations an

which wants to avoid angering its belligerent
and economically important neighbor to the
north while continuing to cultivate fruitful ties

with Europe and the United States.

Foreign Minister Mukhtar Tleuberdi made no
secret of those anxieties in his remarks alongside
U.S. Secretary of State Antony Blinken, who

swung through Astana last month.
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“Kazakhstan has very historic ties with both
Russia and Ukraine,” Tleuberdi said, speaking
in English. “Our economies are interconnected
for a long, long time, and that’s why definitely
all this situation is quite heavy for us, for our
economy, and we [are] trying to avoid any

negative effects from the sanctions.”

N1: Local media cited Rosenberg as saying that
the risk to Kazakh companies from secondary
sanctions related to Russia was increasing and
that the U.S. government is in close dialogue
with Astana to help avoid any fallout from
Russian attempts to circumvent those sanctions

and export control measures.

Quizzed by reporters about Rosenberg’s
remarks, Madina  Abylkassymova, the
chairwoman of the government’s financial
market regulator, insisted that all second-tier
banks and financial services companies in
Kazakhstan had significantly strengthened

compliance procedures.

“All requirements are being upheld. The main
issue is that when trading operations are being
effected, the banking system should not be
exploited to circumvent sanctions,”
Abylkassymova said. “We are adopting all the
necessary measures to avoid the risk of
secondary sanctions on Kazakhstan’s financial
sector. All the requirements put forward by

European regulators have been applied.”

Kazakhsta
ni-West

relations

Foreign

relations

Kazakhst

an

XXX11



A12: The overall effect is that, since its invasion | Limited Foreign Armenia | 1
of Ukraine, Russia has greatly strengthened its | manoeuvr | relations

positions in Armenia's economy. And many | ability

worry that this growing dependence on Russia

could greatly Ilimit Armenia's room for

maneuver in the political arena.

B2: Since Azerbaijani forces reconquered | Security Foreign Armenia | 1
Nagorno-Karabakh, the Armenian government | concerns relations

has moved to distance itself from Russia, which
many Armenians believe failed to live up to
security commitments to defend Armenia’s
interests. Politically, Prime Minister Nikol
Pashinyan has been quick to bolster relations

with the European Union and United States.
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