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As submitted to the record:

On February 24, 2022, the same day that Russian forces began their invasion of Ukraine,
the U.S. Commerce Department announced its first of many export control measures against
Russia aimed to hinder its military capabilities by “severely restrict[ing]” Russia’s access to
certain technologies.! In the proceeding months, the U.S. imposed more sanctions targeting
Russia’s defense, financial, and energy sectors.> The U.S. restricted transactions with Russia’s
central bank, prohibited the maritime transport of Russian oil exports above $60 per barrel, and
banned the domestic import of Russian o0il.> The U.S. sanctioned more than 3,500 individuals
and entities with ties to the Russian government.* Just last week, the U.S. announced additional
sanctions.

The Biden administration boasted that these efforts “are starving Russia’s military of key
components and technology and restricting Putin’s ability to fight a 21st century war.”

The facts tell a different story.

In reality, U.S. sanctions on Russia have failed spectacularly. They have neither denied
Russia the technology needed to produce advanced weapons nor derailed the Russian economy.
The failure of U.S. sanctions is due in part to Russian adaptation and evasion, but more
fundamentally, it is the result of the administration’s unrealistic expectations regarding its ability
to enforce them. Whereas initial projections called for Russia’s GDP to contract by about 10
percent in 2022, the IMF’s revised analysis for that year showed Russia’s GDP only contracting
by 1.2 percent.® In 2023, the Russian economy rebounded, growing at an estimated 3.6 percent,
with an expected growth this year of 2.6 percent.” Unfortunately, Moscow will be able to sustain
its war effort for the foreseeable future.

Although U.S. sanctions have attempted to limit Russia’s crude oil exports, Russia has
quickly found buyers in China and India. In 2023, China reportedly spent over $60 billion on
Russian crude oil.* During the same period, India bought $37 billion of Russian crude—over 13
times its pre-war amounts according to one analysis.” Russia also reportedly employs a so-called
“shadow fleet” of crude tankers to evade price cap restrictions on Russian 0il.! Ultimately, the
U.S. and other sanctioning countries continue to purchase and rely on oil products from
refineries that import Russian crude, adding more money to Russia’s coffers.!!

Another unintended consequence of U.S. sanctions is Russia’s increased reliance on the
Chinese yuan. Without access to Western financial networks due to U.S. and European
restrictions, Russia has decreased its dependence on the U.S. dollar and partnered with China for
increased trading and business opportunities.'> The subsequent trading boom between China and
Russia—which totaled to $240 billion in 2023—has advanced China’s longstanding goal of
making the yuan more prominent in global transactions, weakening the U.S. dollar’s role as the
world’s primary reserve currency.'?
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Today’s hearing will highlight yet another failure stemming from U.S. sanctions on
Russia. Despite a major expansion of export controls, a recent study found that many foreign
components in Russian military equipment are from Western countries.'* Over 70 percent of
nearly 2,800 foreign components found in Russian military equipment allegedly came from U.S.
firms.!> To be clear, the Subcommittee has not obtained any evidence suggesting that U.S.
producers of military components, such as semiconductors, are violating U.S. exports controls.
Instead, based on preliminary information, it appears that non-sanctioned countries—namely
Armenia, Finland, Georgia, Kazakhstan, and Turkey—are legally importing military components
from the U.S. and then either directly or indirectly exporting the semiconductors to end users in
Russia. Russia’s ability to evade these and other export controls underscores the ineffectiveness
of the Biden administration’s sanctions.

It also appears that attempts to conduct independent reviews of the Commerce
Department’s export controls have been stymied. Just last week the Commerce Department’s
Acting Inspector General (IG) informed the Subcommittee that the Department has inhibited the
IG from accessing information that the IG requires in order to determine whether the export
controls related to Russia and Belarus are being properly implemented. Following a February
22nd meeting between 1G and Commerce officials, it now appears that Commerce will reverse
course and be more transparent with the IG. However, the Commerce Department’s initial
reluctance to provide the IG’s office with full transparency is unacceptable and casts even more
doubt on this administration’s ability to effectively apply sanctions.

February 24th marked the two-year anniversary of Russia’s brutal assault on Ukraine. In
August 2023, U.S. officials estimated that military casualties in the region were approximately
500,000, and the heavy fighting of the last six months will have added to that gruesome total
significantly.'® Last year, the EU and UN estimated the cost to rebuild Ukraine was already
$411 billion.!” The total cost will likely surpass $1 trillion.'® We have to face reality. A year
from now, even the best-case scenario leaves Ukraine further from pushing Russia out of its
territory than it is today. Sanctions and export controls can be effective tools when directed at
realistic goals. But they also have significant limitations that, when ignored, often result in bad
policy and unintended consequences.

I thank the witnesses for their testimony.
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