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Executive summary (1/2)

Topic
Are EU sanctions against RUS being circumvented via ARM? How was the situation in
20247 And how does it compare to the years before?
Method
Comparison of increase in exports EU - ARM with ARM — RUS
Analysis conducted at HS 6-digit level based on official Armenian data
The list of “Common High Priority Items” (CHPI, i.e., dual-use goods) is analysed,
focus on this group due to its high priority for the EU
Main results
Estimated potential sanctions circumvention in 2024: only USD 10 m (inflation adjusted)
Most of the circumvention concerned only one item and took place in H1 2024
Comparison to 2023: significant reduction by 41% yoy; continuation of positive trend

Main reason: effective measures by ARM government, especially Decree 808; measures
crucial for compliance, but also to enable imports of high-tech products

Lesson learned: ARM is a positive example; countries can actively prevent circumvention
if they want to
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Executive summary (2/2)

Effective measures by ARM government
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Source: UN Comtrade, own calculations

» Export control measures introduced by the ARM government were effective

» Potential sanctions circumvention via Armenia practically stopped in H2 2024
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Outline

Topic of research

Methodology

Estimation of potential sanctions circumvention in 2024
Comparison to previous years

Effect of measures by ARM government

Methodology
Estimation of potential CHPI circumvention for 2022/2023

Disclaimer: estimation results presented in this study are just an indicator for sanctions
evasion. They should not be taken as proof of circumvention
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1. Topic of research

Background

In reaction to the RUS invasion of UKR in Feb-22, the EU imposed a wide range of
sanctions against RUS, including trade sanctions

As expected, EU exports to RUS decreased strongly
At the same time, exports EU -> ARM and ARM -> RUS also increased

Previous GET analysis showed that these developments were related
However: estimated levels of potential sanctions circumvention via ARM were rather low

Moreover: ARM government introduced effective measures and further strengthened
them thorough 2023/2024

Goal of this research

Continuation of monitoring of potential EU sanctions circumvention via Armenia
Estimation of the magnitude of potential circumvention for 2024

Focus on CHPI (i.e., dual-use goods) due to their high priority for the EU
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2. Methodology (1/2)

Method
Focus of analysis: exports of dual use goods
»Common high priority items® - CHPI

Category contains —in the version as of Feb-24 — HS codes at 6-digit level for
50 product groups

The list has been identified as particularly important for Russian military
systems on the battlefield in Ukraine

CHPI list serves to support exporters and authorities in combating the circumvention of
sanctions

For these items: analysis of the development of exports EU -> ARM and ARM -> RUS for
different periods vs 2021 as a benchmark

In the case of significant export growth EU -> ARM and, in parallel, significant growth in
exports ARM -> RUS for the same product = potential circumvention of sanctions
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2. Methodology (2/2)

For comparison over time, the HS2022 product codes are converted to H52017

Five HS6 codes could not be assigned, which is why they are not included in the analysis
(equivalent to the Russia Monitor financed by the Federal Ministry of Economic Affairs and

Climate Action)*
Definition of parallel increase in exports
Increase in exports EU -> ARM and ARM -> RUS by nominally 50% or more
Export value of at least USD 1 m
Increase ARM -> RUS at least 10% of the increase EU -> ARM country
Estimation of the potential circumvention for individual product groups
Potential circumvention = lowest value of the two export increases

Official HS6 level data provided by Armenian government is used for the analysis

Adjustment for inflation
The results are deflated to take into account the increase in production costs in the EU
According to Eurostat, EU producer prices for industrial products amounted to
2022 vs 2021: +25.9%

2023 vs 2021: +24.9%
2024 vs 2021: +21.1%
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https://wiiw.ac.at/russia-s-economy-on-the-eve-of-the-second-anniversary-of-the-war-dlp-6811.pdf

3. Estimation of potential circumvention in 2024

Estimation for 2024

Common high priority items Export EU -> ARM, USD m Export ARM -> RUS, USD m
HS-code Description 2021 2024 Change in% 2021 2024 Change Cli1:|;|/ge
(]
8517.62 Machines for the reception of voice 8 25 17 204% 0 12 12 >1000%
Potential circumvention, nominal 12
Potential sanctions circumvention -
’ (10)

inflation-adjusted

Source: own calculations, State Revenue Committee
Note: red marked numbers as basis for the calculation; for each good the smaller value of the two export increases

Estimated potential sanctions circumvention in 2024: USD 10 m (inflation adjusted)
Almost no more circumvention via ARM, only problematic item in 2024 was HS 8517.62

The problem has arisen due to a misunderstanding regarding the export control of smart
watches, which are classified under this HS code

After respective communications with foreign partners, the problem has been resolved and in
the second half of 2024 export volume of that product was practically zero

As such: measures introduced by the ARM government in May-23 (i.e., Decree 808) and
further refined in 2024 seem to have been effective

Overall: ARM showcased a very positive approach towards combating circumvention
Continuing this effort is also in ARM interest: allowing circumvention would entail
reputational risks and problems for importers (especially high-tech products)

Potential circumvention of EU sanctions via ARM for CHPI goods was very low in 2024 and
practically stopped in H2 2024
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4. Comparison to previous years

Comparison of 2024 to previous years
Repetition of the previous analysis for 2022/2023 allows for a comparison of the
estimated potential sanctions circumvention
It should be noted that a comparison of potential circumvention vs 2022 is
methodologically problematic as the list for CHPI was only compiled in 2023

Nevertheless, a comparison provides interesting conclusions

Results
Estimation of potential sanctions circumvention, adjusted for inflation*
, Change in % Change in %
usD hok
i 2022 2023 (2023vs2022) 2924 (2024 vs 2023)
CHPI 19 17 -11% 10 -41%

Source: own calculations, State Revenue Committee
*Inflation adjustment based on EU producer prices for industry: 2022 vs 2021: +25.9%,; 2023 vs 2021: +24.9%,; 2024 vs 2021: +21.1
**Comparison of potential sanctions circumvention in 2023 vs 2022 is methodologically problematic as the CHPI list was only compiled in 2023

Estimations for 2022 and 2023 showcase a decrease in the amount of potential
sanctions circumvention over time

In particular: potential circumvention decreased by 11% in 2023 and by further 41% in
2024 as the ARM government continued to introduce and refine its measures

Potential circumvention decreased significantly in 2024, continuing its positive trend
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5. Effect of measures by ARM government

Impact of ARM export control
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* Fine in the amount of 50% of the value of the exported
goods, but no less than AMD 500,000 (approx. USD 1,300)

Reduction in potential circumvention due to
measures by ARM government

Focus: preventing CHPI circumvention
Since May-23: introduction of Decree 808

Permission procedure for export of dual-
use goods implemented

May-23: 41 dual-use goods and
additionally 44 specifically for aircraft

Sep-23/Mar-24: 13 goods added

Thus: Decree 808 (Mar-24) covers 100% of
goods included in the CHPI list (Feb-24)

Further important administrative measures

May-24: mandatory electronic invoice
for EAEU exports via air transport
Nov-24: fine* in case of export without
required documents (including attempt)

Impact

Since introduction of Decree 808: significant
reduction of exports of CHPI goods to RUS

Measures by ARM government main reason
for reduction of estimated potential
sanctions circumventions
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About the German Economic Team

Financed by the Federal Ministry for Economic Affairs and Climate Action, the German Economic
Team (GET) advises the governments of Ukraine, Belarus*, Moldova, Kosovo, Armenia, Georgia™
and Uzbekistan on economic policy matters. Berlin Economics has been commissioned with the
implementation of the consultancy.

*Within the framework of project activities in Georgia, we are in contact solely with reform-
oriented partners for the time being; in Belarus advisory activities are suspended.

CONTACT Implemented by
Dmitry Chervyakov, Project Manager Armenia .
yoneny ) & D B Berlin

D B Economics

German Economic Team

c/o BE Berlin Economics GmbH
Schillerstrafle 59 | 10627 Berlin
Tel: +4930/206134640
info@german-economic-team.com
WWW.german-economic-team.com

Our publications are available under
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Annex: What is covered by the CHPI list?

»Common high priority items” (CHPI; also referred to as “high priority battlefield items”)

The CHPI list was introduced by the European Commission in Jun-23*, being extended in Sep-23
and Feb-24

The goods on this list were identified as particularly important for Russian military systems on
the battlefield in Ukraine

The list is used to support exporters and authorities to combat sanctions circumvention
We use the version from Feb-24, which includes 50 items

We convert the HS2022 product codes into HS2017 to enable comparisons over time
(methodology equivalent to the Russia Monitor financed by the Federal Ministry of Economic
Affairs and Climate Action)**

Codes 8525.89, 8541.49, 8541.51 and 8541.59 cannot be assigned due to the change in
nomenclature and are not included in the analysis

This leaves 41 HS 6-digit codes, which serve as the basis for the analysis

* The BIS issued similar guidance already in May-23

* %k
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Annex: lllustration of our estimation

Idea: for sanctioned products, comparison of exports EU - ARM with exports ARM = RUS
Years of comparison: 2024 (as well as 2023 and 2022) vs 2021
For identification of parallel increase of exports three conditions need to be met

Exports EU - ARM > +50%

Exports ARM — RUS > +50%

Minimum value of exports of USD 1 m

Exports ARM = RUS (in USD) increased > 10% of increase EU - ARM

Example: exports EU - ARM of machines for the reception of voice (HS 8517.62) increased from
USD 8 min 2021 to USD 25 min 2024, at the same time exports ARM — RUS of HS 8517.62
increased from USD O mto USD 12 m

Four conditions met?
Exports EU - ARM = +204%
Exports ARM - RUS =>1,000%
Value of exports of >USD 1 m
Exports ARM —> RUS increase is equivalent to 71% of increase EU - ARM
All four conditions met; parallel exports for machines for the reception of voice
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Annex: Estimation of circumvention in 2022 and 2023

Estimation of potential sanctions circumvention for 2023
Export EU -> ARM, USD m

Common high priority items
HS-code Description

8517.62 Machines for the reception of voice
8504.40 Static converters
8536.69 Plugs and sockets
8536.90 Electrical switches
8482.10 Ball bearings
Potential circumvention: other goods
Potential circumvention, nominal
Potential circumvention, inflation-adjusted

2021 2023
8 19
4 9
0 3
1 3
0 2

Estimation of potential sanctions circumvention for 2022
Export EU -> ARM, USD m

Common high priority items
HS-code Description

8517.62 Machines for the reception of voice
8471.50 Data processing units
8504.40 Static converters
8536.90 Electrical switches
8517.69 Plugs and sockets
Potential circumvention: other goods
Potential circumvention, nominal
Potential circumvention, inflation-adjusted

Source: own calculations, State Revenue Committee

2021 2022
8 16
7 13
4 7
1 3
0 3

Change
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N NN O

Change

Export ARM -> RUS, USD m

Ch:';ge 2021 2023
(+]
130% 0 36
123% 0 4
675% 0 2
441% 1 4
922% 0 1
1
21

D

Change

36
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Change
in %
>1000%
>1000%
>1000%
222%
>1000%

Export ARM -> RUS, USD m

Change
n% 2021 2022
91% 0 33
85% 1 4
84% 0 5
551% 1 4
>1000% 0 2
5
24

Note: red marked numbers as basis for the calculation; for each good the smaller value of the two export increases

Estimated potential sanctions circumvention (CHPI): USD 17 m (2023) and USD 19 m (2022)
CIS context: out of the total estimated potential EU sanctions circumvention via CIS countries in

2023, ARM amounted for only 11%
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Change
n %
>1000%
327%
>1000%
215%
>1000%
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