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EXECUTIVE SUMMARY 

The Department of Commerce (Commerce) finds that the market-oriented economic reforms that 
have unfolded in the Russian Federation (Russia) since Commerce’s 2021 Review of Russia’s 
Status as a Market Economy Country (2021 Review) have notably and significantly backtracked. 
At the time of the 2021 Review, which captured economic developments that unfolded between 
2002 and 2021, the growth in Russian government involvement in its economy brought the 
country close to the threshold of non-market economy (NME) status pursuant to the standard 
statutory criteria. Russia’s market-oriented economic reforms have backtracked even further 
since the publication of the 2021 Review, however. Accordingly, Commerce finds that Russia 
can no longer be considered a market economy (ME) country and should therefore be 
reclassified as an NME country for purposes of U.S. antidumping duty (AD) law.  

Commerce’s new designation of Russia as an NME country is based on evidence of expanding 
government activity that has both widened and deepened its impact on the domestic market. As 
prices and costs in Russia are no longer predictably set by free-forming supply and demand 
factors, the accompanying economic distortions render any cost or sales information that 
Commerce could use for AD investigations unrepresentative of market-determined outcomes. 
Despite the backtracking in certain areas of economic reform, Commerce’s 2021 Review 
ultimately found that Russia should remain an ME country for purposes of U.S. AD law. This 
was justified by the fact that the backtracking of reforms at the time was at least partially offset 
by some market-oriented measures, such as the lifting of currency convertibility restrictions and 
the general improvements Russia made with respect to foreign investment conditions.  

Following the publication of the 2021 Review and the launch of Russia’s war in Ukraine, 
Russia’s prior liberalization initiatives on currency convertibility and foreign investment have 
notably reversed course. Moreover, the backtracking of some economic reforms identified by 
Commerce in 2021 have continued unabated. This backtracking has included a demonstrable 
aggrandizement in government control over the economy; an increase in government control 
over prices; a deterioration in rights associated with freedom of information; and the ability of 
workers to bargain freely with management for wages. When considered in totality, the 
developments that have unfolded since the publication of the 2021 Review have indicated that the 
Government of Russia (GOR) has increased its control and influence over Russia’s economy. As 
such, Commerce now determines that for purposes of U.S. AD law, Russia should no longer be 
considered an ME country.  

With regard to the first of the six statutory conditions that Commerce uses to assess market 
economy status for purposes of U.S. AD law (hereafter referred to as “Factor One”), Commerce 
determines that, since the 2021 Review, the Russian ruble has no longer been freely convertible. 
Since 2021, the GOR has implemented numerous capital controls and currency conversion 
requirements (e.g., the requirement that purchases of natural gas exports to certain countries be 
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ruble-denominated) and intervened in the foreign exchange markets. All these measures have 
had the effect of stimulating demand for the ruble, which has in turn appreciated the value of the 
Russian currency. The appreciated currency helps the GOR maximize its earnings on Russia’s 
top exports, oil and gas, as these commodities are primarily owned by Russian state-invested 
enterprises (SIEs). As such, the earnings the SIEs receive on energy exports that are associated 
with an appreciated currency have a direct and substantive effect on the GOR’s fiscal revenues, 
which is especially important now given Russia’s military incursion into Ukraine.  

While it is true that governments of market economies, including the United States, have 
intervened in foreign exchange rate markets to influence the value of their currencies, such 
measures are very rare and typically reserved for stabilizing economic conditions following 
external economic shocks. Moreover, the intensity and combination of measures the GOR has 
taken to influence the value of its currency (e.g., foreign reserve intervention, surges in interest 
rates, and the requirement that gas exports be ruble-denominated for certain countries), has been 
dramatic and possibly unprecedented. These measures were taken following the sudden fall in 
the ruble’s value, when fleeing foreign investment from Russia after its invasion into Ukraine put 
downward pressure on the currency. To stem the effects of a depreciating currency, the GOR 
introduced the above-mentioned capital controls. These measures initially offset the effects of 
currency depreciation, but ultimately overcompensated for them as the ruble is now traded above 
its pre-war levels.   

With regard to Factor Two, since the publication of the 2021 Review, Russia’s Labor Code has 
been amended to allow the GOR to set terms and conditions (e.g., required overtime) of public 
and private sector workers. This provision indicates that the GOR has increased its legal ability 
to control the labor market on a firm-specific basis and has therefore constrained the ability of 
workers to bargain freely with management regarding wages. Concerning developments in the 
economy, Commerce has not yet observed notable developments that would influence the ability 
of workers to bargain freely for wages in Russia since the 2021 Review was published.  

With respect to Factor Three, the extent to which joint ventures and foreign investments are 
permitted in Russia, Commerce has observed a marked worsening of conditions since the 2021 
Review. Specifically, since that time, the GOR has codified restrictions on company investments 
from countries deemed “unfriendly” by the GOR and has prohibited the sale of Russian company 
shares through depository receipts. In addition to formally restricting foreign investment, the 
GOR has also implemented laws which have deterred foreign investment, including a law that 
has legalized intellectual property theft of inventions from “unfriendly countries.” As a result, 
many foreign-owned companies have left Russia since its 2022 invasion into Ukraine, either 
permanently or temporarily. While some of the largest reductions in FDI have been in the energy 
sector, others have been derived from autos, aviation, big tech, consulting, finance, food and 
beverage, hospitality, industrial production, manufacturing, and other sectors.  
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Concerning Factor Four, the GOR has a high degree of ownership and control in the Russian 
economy. Since the publication of the 2021 Review, the GOR has drafted a law allowing for 
government expropriation and nationalization of foreign enterprises that left Russia, and these 
practices have already materialized. Moreover, the GOR continues to use SIEs to pursue 
economic and political objectives. For example, the GOR requires Gazprom, a Russian SIE, to 
stem natural gas supplies to countries that refuse to comply with the GOR’s mandates on ruble-
denominated payments. In addition, the choice the GOR has made to launch and sustain its war 
against Ukraine, despite domestic firm-level concerns about effects on their global outreach, is 
suggestive that the economic priorities of the private sector are subservient to the GOR’s 
political objectives. 

It should be noted that the extent of government ownership and control within the Russian 
economy at the time of the 2021 Review were significant and did not weigh favorably in 
Commerce’s analysis of market conditions at the time. In 2021, Commerce determined that the 
size and growth of the state sector since the 2002 Review hindered Russian economic growth and 
opportunities, and represented signs of an encroaching GOR footprint in economic activity that 
warranted continual monitoring by Commerce. 

With respect to Factor Five, evidence suggests that the extent of government control over price 
setting in Russia has continued to grow since the 2021 Review. This is exemplified by the 
dichotomy between export and domestic natural gas prices, which the Russian government is 
known to influence. In addition, the GOR has directed steel companies to lower domestic steel 
prices.  

The growing GOR influence over prices and resource allocation on its domestic market was of 
central concern to Commerce in its 2021 Review. As highlighted in that memorandum, 
Commerce found that state ownership in the banking sector was not only high in Russia but 
growing. Specifically, Commerce found that government-owned banking sector assets as a share 
of total banking sector assets grew from an estimated 35 to 40 percent range in 2002 to nearly 75 
percent as of 2020. Given the special role of the banking sector and its effect on lending and 
borrowing conditions that help allocate resources, this large and growing increase in government 
ownership in the banking sector had noteworthy economy-wide ripple effects. 

The increasing role of GOR industrial policy and strategic planning was another important 
source of concern that Commerce identified in its 2021 Review. With respect to such issues, 
market-determined outcomes had begun to give way to government interests, including those 
associated with GOR support for certain “winner” firms at its discretion. While some price 
liberalization measures did transpire in the natural gas, electricity, and rail cargo transportation 
industries, the same areas of the economy were also subject to a greater degree of government 
price controls. Such GOR practices remain important to this analysis since the pricing decisions 
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of goods and services in upstream industries affect market conditions across a wide variety of 
sectors in the Russian economy.  

Concerning Factor Six, Commerce has found that all elements addressed in the 2021 Review, 
including corruption, the rule of law (including intellectual property right protection), and 
freedom of information have continued to worsen in Russia. Quantitative measurements 
published by the World Bank, Transparency International, and the World Justice Project indicate 
that corruption and the rule of law have deteriorated since the period evaluated in the 2021 
Review. Moreover, new legislation has worsened protection against intellectual property right 
theft in Russia as it relates to patented inventions from “unfriendly” countries. A current draft 
law, if passed, will legalize the expropriation and nationalization of foreign firms that have left 
Russia. Finally, Russia was expelled from the Council of Europe for its violation of the council’s 
principles of rule of law connected to its aggression against Ukraine. 

Since the 2021 Review, rights associated with freedom of information have also markedly 
deteriorated. Recently, the GOR has passed laws which criminalize independent journalism in 
Russia for reporting information that contradicts the government’s version of events. 
Independent reporting on Russia’s invasion of Ukraine is punishable by up to fifteen years in 
prison. Market economic conditions are ultimately dependent upon the free and unrestrained 
access to information. As such, deteriorating access to such information in Russia is impeding 
market actors from making informed decisions.  

Given the deteriorating market conditions since the 2021 Review summarized above and 
described in the body of this memorandum, Commerce determines that Russia has continued to 
backtrack on its reform efforts, in some areas more than others. While offsetting measures helped 
Russia maintain ME status in the last review conducted by Commerce, the discontinuation of 
those offsetting measures, coupled with exacerbating government influence over its economy, 
have all been factored into Commerce’s new determination that Russia should be considered an 
NME country for purposes of U.S. AD law.  

The effective date of implementation of this determination is November 1, 2022. Commerce will 
therefore use its non-market economy methodology to calculate the AD rates for new segments 
of AD proceedings with a period of investigation or review starting after November 1, 2022. If 
the period of investigation or review falls entirely before November 1, 2022, Commerce will use 
its market economy methodology to calculate the rates. Finally, if the POI or POR straddles the 
time periods where Commerce considered Russia to be a market and non-market economy 
country, Commerce will determine the appropriate approach to follow on a case-by-case basis. 
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LIST OF ACRONYMS 
 
AD Antidumping Duty 

BRICS Brazil, Russia, India, China, South Africa 

CCR Changed Circumstances Review 

CBR Central Bank of the Russian Federation 

CFI Commission on Foreign Investment 

EIU Economist Intelligence Unit 

ESBR Emulsion Styrene-Butadiene Rubber 

FDI Foreign Direct Investment 

ITC International Trade Commission 

IP Intellectual Property 

GOR Government of Russia 

IMF International Monetary Fund 

ME Market Economy 

NME Non-Market Economy 

OECD Organization for Economic Co-operation and Development 

Rosstat Federal Statistics Service of Russia  

SIB State-Invested Bank 

SIE State-Invested Enterprises 

SOE State-Owned Enterprise 

NATO The North Atlantic Treaty Organization 

PI Portfolio Investment  

UGSS Unified Gas Supply System 

UAN Urea Ammonium Nitrate 

VEB.RF Vnesheconombank 

WTO World Trade Organization 
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INTRODUCTION AND BACKGROUND 
The Department of Commerce (Commerce) finds that the Russian Federation (Russia) should 
now be considered a non-market economy (NME) country for purposes of U.S. antidumping 
duty (AD) investigations and administrative reviews due to the aggrandizement of government 
involvement in its economy and the recent reversal of market-oriented economic reforms. This 
memorandum documents the reasons for this change in classification by Commerce. 

On June 6, 2002, Commerce determined that Russia was a market economy (ME) country in its 
Inquiry into the Status of the Russian Federation as a Non-Market Economy Country Under the 
U.S. Antidumping Law (2002 Review).2 Accordingly, it treated Russia as such in all AD 
investigations and administrative reviews involving imported products into the United States 
from Russia since that time. On July 30, 2021, in response to an allegation by the petitioners of 
the urea ammonium nitrate solutions (UAN) from Russia AD investigation that Russia should be 
treated as an NME country, Commerce initiated an investigation into Russia’s status as an ME 
country.3 On October 29, 2021, Commerce determined that it would continue to consider Russia 
as an ME country for purposes of U.S. AD law in its Review of Russia’s Status as a Market 
Economy (2021 Review).4  

At the time, Commerce noted that when it first determined Russia to be an ME country in 2002, 
it expected market-oriented reforms in Russia to continue to progress significantly. Despite 
reforms not progressing as significantly as Commerce had expected during the 2002-2021 
period, and in some cases even backtracking, Commerce continued to consider Russia to be an 
ME country. This was largely due to the positive, albeit lackluster, market-oriented reforms that 
did transpire, such as a lifting of currency convertibility restrictions and a general improvement 
of foreign investment conditions. Given the inconsistent nature of the market-oriented economic 
reforms, however, Commerce stated in its October 2021 determination that it would continue to 
“monitor the progress of reforms in the Russian economy for the near future.”5    

On March 15, 2022, the petitioners of the UAN from Russia investigation submitted a case brief 
arguing that Commerce should reconsider its October 2021 ME determination.6 The petitioners 
explained that the final phase of the UAN investigation was an appropriate time in the “near 
future” for Commerce to examine whether its findings regarding Russia’s ME country status 
remained valid given significant changes in market conditions at the time. These changes, they 

 
2 U.S. Department of Commerce, Inquiry into the Status of the Russian Federation as a Non-Market Economy 
Country Under the U.S. Antidumping Law (A-821-816), June 6, 2002 (2002 Review). 
3 U.S. Department of Commerce, Investigation of Urea Ammonium Nitrate Solutions from the Russian Federation:  
Opportunity to Comment on the Russian Federation’s Status as a Market Economy Country Under the Antidumping 
Duty Laws, 86 FR 41008, July 30, 2021.     
4 U.S. Department of Commerce, Review of Russia’s Status as a Market Economy Country, October 29, 2021, (2021 
Review). 
5 Id., 6. 
6 CF Industries, Urea Ammonium Nitrate Solutions from the Russian Federation (A-821-831): Petitioner’s Case 
Brief, March 15, 2022, 3. 
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argued, related to “ruble convertibility, the environment for foreign investment”7 as well as “the 
{Government of Russia’s} control over Russia’s economy, rule of law, and freedom of 
information.”8  

In reviewing economic conditions in Russia that unfolded since the 2021 Review, Commerce 
found that some reforms related to the six statutory factors governing NME country 
determinations had indeed backtracked, and that backtracking could have altered the balance of 
conditions that would affect Russia’s ME country status.9 Section 771(18)(C)(ii) of the Tariff 
Act of 1930, as amended (the Act), provides that the administering authority may make a 
determination under subparagraph (A) (i.e., whether a foreign country operates on market 
principles of cost or pricing structures) “with respect to any foreign country at any time.” Since 
there was insufficient time remaining in the UAN investigation for Commerce to reconsider its 
October 2021 determination in that segment of the UAN proceeding, Commerce found that good 
cause existed to initiate a changed circumstances review (CCR) within the context of UAN to 
determine whether Russia remains an ME country.  

To ensure full public and interested party participation in this inquiry, Commerce invited public 
comment on Russia’s status as an ME country.10 After the comment period was extended, all 
comments were received by June 10, 2022, and all rebuttal comments were received by June 21, 
2022. Invitations for comments, and the comments themselves, have remained accessible using 
the Federal eRulemaking portal at http://www.regulations.gov under Docket Number ITA-2022-
0005.11 

On July 25, 2022, EuroChem Switzerland (EuroChem), a global fertilizer supplier and a 
mandatory respondent in the UAN from Russia AD investigation, requested that the CCR be 
terminated.12 EuroChem cited the negative UAN injury determination by the U.S. International 
Trade Commission (ITC) as grounds for terminating the CCR.13 Commerce determined that it 
was necessary to terminate the CCR because, as a result of the ITC’s finding of no material 
injury or threat of material injury, there was no AD order on UAN from Russia to review through 
a CCR.14  

After terminating the CCR, Commerce continued the reconsideration of Russia’s status as an ME 
country within the context of the emulsion styrene-butadiene rubber (ESBR) investigation from 

 
7 Ibid. 
8 Ibid. 
9 U.S. Department of Commerce, Reconsideration of Russia’s Status as a Market Economy Country, May 6, 2022.   
10 U.S. Department of Commerce, Urea Ammonium Nitrate Solutions From the Russian Federation: Initiation 
of Antidumping Duty Changed Circumstances Review, 87 FR 29286, May 13, 2022.  
11 Ibid.  
12 EuroChem, Urea Ammonium Nitrate Solutions (UAN) from the Russian Federation, July 25, 2022. 
13 EuroChem, Urea Ammonium Nitrate Solutions (UAN) from the Russian Federation, July 25, 2022. Urea 
Ammonium Nitrate Solutions from Russia and Trinidad and Tobago, 87 FR 48689, August 10, 2022 (finding that an 
industry in the United States is not materially injured or threatened with material injury by reason of imports of 
UAN from Russia). 
14 Section 731 of the Act. Section 751(b)(1) of the Act. 
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Russia, pursuant to section 771(18)(C)(ii) of the Act, which provides that Commerce may make 
such determinations “at any time.”15 Commerce’s determination concerning Russia’s ME status 
will not alter the calculation methodology used for determining the AD margins in the ESBR 
from Russia final determination since there is not sufficient time to do so.16 To ensure that the 
public was aware of these changes, parties that had submitted comments on Russia’s ME country 
status in the CCR were invited to place the comments on the record of the ESBR from Russia 
investigation.17 Interested parties to the ESBR from Russia investigation that had not already 
submitted comments were also invited to submit comments.18 All of the comments submitted are 
summarized in the appendix of this memorandum.  

The inquiry of whether Russia remains an ME country was conducted pursuant to section 
771(18)(A) of the Act, which defines the term “non-market economy country” as any foreign 
country determined by Commerce not to “operate on market principles of cost or pricing 
structures, so that sales of merchandise in such country do not reflect the fair value of the 
merchandise.” Section 771(18)(B) of the Act lists six factors Commerce must analyze for any 
inquiry made under section 771(18)(A), and under section 771(18)(C)(i), a country’s NME 
country status remains in effect until revoked. The scope of Commerce’s designation of a 
country as an NME is limited to U.S. trade remedy proceedings.  

 
  

 
15 U.S. Department of Commerce, Urea Ammonium Nitrate Solutions from the Russian Federation: Termination of 
Antidumping Duty Changed Circumstances Review; Emulsion Styrene-Butadiene Rubber from the Russia 
Federation: Notification of Intent to Investigate Whether the Russian Federation is a Market Economy, 87 FR 
58061, September 23, 2022. 
16 Ibid. 
17 Ibid. 
18 Ibid. 
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ANALYSIS 
As noted, an NME country for purposes of the U.S. antidumping law is defined in section 
771(18)(A) of the Act as “any country that the administering authority determines does not 
operate on market principles of cost or pricing structures, so that sales of merchandise in such 
country do not reflect the fair value of the merchandise.” In reviewing a country’s market or non-
market economy status under the statute, Commerce is directed to consider six factors in 
accordance with section 771(18)(B) of the Act:  

(i) the extent to which the currency of the foreign country is convertible into the currency 
of other countries; 
 

(ii) the extent to which wage rates in the foreign country are determined by free bargaining 
between labor and management; 
 

(iii) the extent to which joint ventures or other investments by firms of other foreign 
countries are permitted in the foreign country; 
 

(iv) the extent of government ownership or control of the means of production; 
 

(v) the extent of government control over the allocation of resources and over the price and 
output decisions of enterprises; and 
 

(vi) such other factors as the administering authority considers appropriate. 
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FACTOR ONE: THE EXTENT TO WHICH THE CURRENCY OF THE FOREIGN COUNTRY 

IS CONVERTIBLE INTO THE CURRENCY OF OTHER COUNTRIES 

A country’s integration into world markets is dependent upon the free and full convertibility of 
its domestic currency. When markets are liberalized and a country’s currency is freely 
convertible into those of its trade and investment partners, the domestic forces of supply and 
demand in individual countries converge with those of global markets (by a degree comparable 
to the size of the host countries’ share of global production and consumption) to form 
international prices. The free and full convertibility of currencies also empowers businesses to 
set prices according to market conditions for purposes of international trade of goods and 
services. When a country’s currency is not freely convertible, however, market distortions arise. 
This factor examines the extent to which Russia’s exchange rate regime, openness of its capital 
account, and government influence over the valuation of its exchange rate either facilitates or 
inhibits such free-market activity.  

In its 2021 Review, Commerce found that currency convertibility reforms had improved since its 
prior the 2002 Review.19 Commerce identified Central Bank of the Russian Federation (CBR) 
reforms in this area that liberalized restrictions on the convertibility of the ruble and added 
transparency to the CBR’s exchange rate policy.20 Commerce also found that, in the specified 
timeframe, the GOR limited its reliance on capital controls to influence the value of its currency, 
even though the central bank did instruct state-invested enterprises (SIEs)21 and state-invested 
banks (SIBs)22 to buy or sell foreign currency to influence the ruble’s value from time to time.23  

In its 2021 Review, Commerce found that, while the CBR continued to intervene in Russia’s 
foreign exchange market at times, it allowed for greater variability in the ruble-dollar and ruble-
euro exchange rates to the point that the ruble could be broadly considered “freely floating” on 
both a de jure and de facto basis by the IMF.24 Given that CBR foreign exchange interventions 

 
19 2021 Review, 42.  
20 Ibid. 
21 Commerce classifies “state-invested enterprises” (SIEs) as enterprises in which the Government of Russia has any 
ownership stake. Though the term generally has the same meaning as “state-owned enterprise” or “SOE,” the 
definition of “SOE” sometimes varies depending on the context in which it is used, and Commerce has adopted the 
term “SIE” to avoid confusion. Commerce has used this approach since its 2012 determination that SIEs in China 
are properly viewed as “public bodies.” See U.S. Department of Commerce, Section 129 Determination of the 
Countervailing Duty Investigation of Circular Welded Carbon Quality Steel Pipe; Light-Walled Rectangular Pipe 
and Tube; Laminated Woven Sacks; and Off-the-Road Tires from the People’s Republic of China: An Analysis of 
Public Bodies in the People’s Republic of China in Accordance with the WTO Appellate Body’s Findings in WTO 
DS379 Memorandum on Public Bodies, Section 129 Proceeding: United States – Countervailing Duty Measures on 
Certain Products from the People’s Republic of China (WTO/DS437), May 18, 2012.  
22 Just as Commerce uses the term “state-invested enterprise” or “SIE”, we use the term “state-invested bank” or 
“SIB” to refer to banks in which the Government of Russia holds any ownership shares. 
23 2021 Review, 42. 
24 Ibid. 
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were also made more transparent through the regular publication of foreign exchange 
transactions since 2008, Commerce identified considerable progress in this area.25  

Since the 2021 Review, however, the GOR has taken noteworthy actions that have restricted the 
convertibility of its currency, including the imposition of new ruble-denominated purchasing 
requirements for its oil and gas exports to increase ruble demand. Through its central bank, the 
GOR also intervened in currency markets in the aftermath of Russia’s invasion into Ukraine to 
offset the depreciation effects associated with capital flight from Russia at that time. The CBR 
also increased its reliance on monetary policy to affect the ruble’s value by significantly 
increasing interest rates (beyond the already spiked inflation levels at the time) to lure back 
foreign investment.  

Not all of these measures are, when viewed individually, necessarily indicative of NME activity, 
as many market-based economies rely on monetary policy, for example, to deal with temporary 
shocks to their economies. However, the combination of these GOR actions, the depth of their 
effects on the value of the ruble, and the reversal in reform direction since 2021 have increased 
concerns in this area. 

The capital controls and currency conversion requirements are described in the de jure, Legal 
Framework section below. These are followed by a description of the de facto GOR foreign 
exchange rate intervention measures in the Developments in the Economy section.   

A. Legal Framework  

Since the Russian invasion of Ukraine and the resulting capital flight (described in the 
Developments in the Economy section), the GOR has imposed currency conversion requirements 
and other capital controls which have influenced the ruble’s value.  

Requirement that Exporters Convert Earnings into Rubles. On February 28, 2022, the GOR 
promulgated Decree of the President of the Russian Federation No. 79 of February 28, 2022 on 
the Application of Special Economic Measures Due to the Unfriendly Acts of the United States of 
America and the Adjoined Foreign States and International Organizations (with the Amendments 
and Additions of May 23, June 9, 2022) (Presidential Decree No. 79), which required exporters 
to convert 80 percent of foreign currency credited into rubles since the beginning of 2022.26 This 
requirement was amended on May 23, 2022 to require 50 percent of export earnings to be 
converted to rubles beginning on February 28, 2022.27 On June 9, 2022, the GOR further 

 
25 Ibid. 
26 GOR, Decree of the President of the Russian Federation No. 79 of February 28, 2022 on the Application of 
Special Economic Measures Due to the Unfriendly Acts of the United States of America and the Adjoined Foreign 
States and International Organizations (with the Amendments and Additions of May 23, June 9, 2022), Articles 1 
and 2.   
27 GOR, Decree of the President of the Russian Federation No. 79 of February 28, 2022 on the Application of 
Special Economic Measures Due to the Unfriendly Acts of the United States of America and the Adjoined Foreign 
States and International Organizations (with the Amendments and Additions of May 23, 2022), Articles 1 and 2. 
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amended these provisions to state that Russian exporters are required to convert export earnings 
“in the amount determined by the Governmental Commission for Control over Foreign 
Investment in the Russian Federation, within the time period, established by the Board of 
Directors of the Central Bank of the Russian Federation.”28  

The described requirement seems to have been temporary and it is unclear whether the GOR is 
still requiring exporters to convert export proceeds to support the ruble. Either way, the GOR 
still used this requirement as a tool to increase demand for its currency at least temporarily, and 
thereby prop-up its value,29 and is suggestive of the GOR intent on intervening when it deems 
appropriate.  

It should be noted that the requirement to purchase Russian gas exports in rubles was likely 
motivated by a desire to increase the value of the ruble (by stimulating demand for its currency) 
and maximize export earnings, especially during a period of surging energy prices.30 Bloomberg 
explained the relationship between the requirements to purchase natural gas in rubles and the 
value of the Russian currency, stating that the situation “…created a mismatch between the 
supply and demand for foreign currency, feeding a rally in the ruble that helped it regain all 
ground lost after the war began.”31 With regard to the relationship between the appreciated value 
of the ruble and the interests of the GOR, it should be noted that oil and natural gas account for 
over half of the value Russia’s total merchandise exports (54 percent as of 2021),32 and given 
that the GOR owns the vast majority of the oil and gas SIEs, proceeds associated with export 
earnings from these commodities support the government’s fiscal position. Such a funding 
option could be especially important during a time of war for Russia, and represents a political 
motivation to influence supply and demand conditions that strays from the operations of market-
based systems.  

Restriction on Transferring Funds to Foreign Bank Accounts. Presidential Decree No. 79 also 
prohibits any electronic transfers of funds from Russia using foreign payment service 
providers.33 Beginning March 1, 2022, it further criminalizes the transfer of funds by Russian 

 
28 GOR, Decree of the President of the Russian Federation No. 79 of February 28, 2022 on the Application of 
Special Economic Measures Due to the Unfriendly Acts of the United States of America and the Adjoined Foreign 
States and International Organizations (with the Amendments and Additions of May 23, June 9, 2022), Articles 1 
and 2.  
29 Paola Tamma and America Hernandez, “Commission’s ruble-for-gas scheme won’t work, Bulgaria warns,” 
Politico, April 28, 2022.  
30 “Russia Weighs Looser Wartime Capital Controls After Ruble Surge,” Bloomberg, April 14, 2022.  
31 “Russia Weighs Looser Wartime Capital Controls After Ruble Surge,” Bloomberg, April 14, 2022. 
32 Federal Customs Service, Government of Russia, “Exports,” data provider: CEIC, accessed September 1, 2022. 
Federal Customs Service, Government of Russia, “Exports: Fuels, Oils & Products of Distillation,” data provider: 
CEIC, accessed September 1, 2022. Calculations performed by Commerce.  
33 The Decree states that the following actions are prohibited beginning March 1, 2022: (1) “any foreign exchange 
transactions related to granting by residents of foreign currency to non-residents under loan agreements”; and (2) 
“remittance by residents of foreign currency on their accounts (deposits) opened in banks and other organizations of 
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residents to either their own or others’ foreign bank accounts, including those associated with the 
repayment of loans.34  

On May 16, the CBR published information on its website stating that Russian residents will 
“…have the right to transfer from their account in a Russian bank to their account or to another 
individual abroad no more than 50 thousand US dollars or the equivalent in another foreign 
currency”…“{w}ithin a calendar month.”35 On June 8, 2022, the CBR posted additional 
information on its website stating that, from June 8, 2022, “Russian resident individuals may 
transfer up to 150,000 US dollars or their equivalent in other foreign currencies from their 
Russian bank accounts to their accounts abroad or to other persons within a calendar month.”36 
Since the provision in Presidential Decree No. 79 is still in force, it remains unclear whether 
these latest notices represent a relaxation of capital controls relative to the February 2022 law. It 
appears, however, to indicate an increasingly interventionalist GOR approach towards capital 
controls.  

Restriction on Taking Cash or Monetary Instruments out of Russia. On March 1, 2022, the GOR 
promulgated Decree of the President of the Russian Federation No. 81 of March 1, 2022 on 
Additional Temporary Economic Measures for Support of Financial Stability of the Russian 
Federation (Presidential Decree No. 81), which prohibits individuals from taking the equivalent 
of over $10,000 USD out of Russia in cash or monetary instruments.37  

Restrictions on Transactions with Persons from Unfriendly Countries. Presidential Decree No. 
81 also makes certain currency transactions involving “foreign persons related to the foreign 
states taking unfriendly actions against Russian legal entities and individuals” subject to approval 
by the Russian Government Commission on Foreign Investments.38 Such transactions involving 

 
the financial market located outside the Russian Federation, and transfer of funds without opening bank accounts 
with the use of the electronic payment tools of foreign payment service providers.” See GOR, Presidential Decree of 
the President of the Russian Federation No. 79 of February 28, 2022 on the Application of Special Economic 
Measures Due to the Unfriendly Acts of the United States of America and the Adjoined Foreign States and 
International Organizations (with the Amendments and Additions of May 23, June 9, 2022), Article 3.  
34 The Decree states that the following actions are prohibited beginning March 1, 2022: (1) “any foreign exchange 
transactions related to granting by residents of foreign currency to non-residents under loan agreements”; and (2) 
“remittance by residents of foreign currency on their accounts (deposits) opened in banks and other organizations of 
the financial market located outside the Russian Federation, and transfer of funds without opening bank accounts 
with the use of the electronic payment tools of foreign payment service providers.” See Ibid.  
35 Central Bank of the Russian Federation, New Thresholds Set For Transfer of Funds Abroad for Individuals, 
available at https://www.cbr.ru/press/event/?id=12878, accessed May 27, 2022.  
36 Central Bank of Russia, Bank of Russia raises caps for individuals’ money transfers abroad, available at 
https://cbr ru/eng/press/event/?id=12931#:~:text=Bank%20of%20Russia%20raises%20caps%20for%20individuals'
%20money%20transfers%20abroad,-
7%20June%202022&text=From%208%20June%2C%20Russian%20resident,persons%20within%20a%20calendar
%20month, accessed June 24, 2022. 
37 GOR, Decree of the President of the Russian Federation No. 81 of March 1, 2022 on Additional Temporary 
Economic Measures for Support of Financial Stability of the Russian Federation (Presidential Decree No. 81), 
Article 1(g). 
38 Id., Article 1(a and b).  

Barcode:4309525-01 A-821-835 INV - Investigation  - 

Filed By: Zachary Levene, Filed Date: 11/10/22 2:20 PM, Submission Status: Approved



18 
 

persons from “unfriendly countries” (i.e., those that have recently sanctioned Russia due to its 
invasion of Ukraine) that are subject to such approval include: (1) loaning or borrowing funds in 
rubles;39 (2) transactions involving the sale or purchase of securities;40 and (3) transactions 
involving the sale or purchase of property.41 

To implement this and other measures concerning “foreign states and territories involved in 
unfriendly activity towards Russia,” the GOR promulgated Government Directive No. 430-r on 
March 5, 2022, which approved a list of such unfriendly countries.42 The list includes Albania, 
Andorra, Australia, Canada, all members of the European Union, Iceland, Japan, Liechtenstein, 
Micronesia, Monaco, Montenegro, New Zealand, North Macedonia, Norway, Singapore, San 
Marino, South Korea, Switzerland, Taiwan (the Republic of China), Ukraine, the United 
Kingdom (including Jersey, Anguilla, British Virgin Islands and Gibraltar), and the U.S.43 

Requirement that Natural Gas Purchased from Russia by Unfriendly Countries be Paid in 
Rubles. On March 31, 2022, the GOR issued Decree of the President of the Russian Federation 
No. 172 of March 31, 2022 on the Special Procedure for Fulfillment by Foreign Buyers of the 
Obligations to Russian Natural Gas Suppliers (Presidential Decree No. 172), which requires 
natural gas purchased from Russia by “foreign states taking unfriendly actions against the 
Russian Federation, Russian legal entities and individuals” to be “executed in rubles” beginning 
April 1, 2022.44 To comply with the existing contracts, foreign buyers are required to open 
accounts at Gazprombank and make the payment for natural gas in the currency specified in the 
contract.45 Gazprombank will then convert the foreign currency into rubles.46 If the foreign buyer 
does not comply with this directive, further delivery of natural gas “shall be prohibited.”47 

Converting the payments for natural gas to rubles creates an artificial demand for the Russian 
currency which increases the value of the ruble. The GOR has thus far been enforcing this 
requirement and cut off gas supplies to Poland, Bulgaria, Finland, and certain companies in 
Germany, the Netherlands, and Denmark after the countries or companies within them refused to 
pay in rubles.48 

 
39 Id., Article 1(a and b). GOR, Presidential Decree No. 79, Article 3(a). 
40 GOR, Presidential Decree No. 81, Article 1(a and b). 
41 Ibid. 
42 GOR, The Government approves the list of unfriendly countries and territories, March 7, 2022, available at: 
http://government ru/en/docs/44745/, accessed September 28, 2022.  
43 Ibid.  
44 GOR, Decree of the President of the Russian Federation No. 172 of March 31, 2022 on the Special Procedure for 
Fulfillment by Foreign Buyers of the Obligations to Russian Natural Gas Suppliers (Presidential Decree No. 172), 
Article 1(a).  
45 Id., Articles 2 and 6. 
46 Ibid. 
47 Id., Article 1(b).  
48 Nastassia Astrasheuskaya, Sam Fleming, Neil Hume, and Robert Wright, “European gas prices soar after 
Gazprom halts supplies to Poland and Bulgaria,” Financial Times, April 27, 2022. “Gazprom cuts gas to some 
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B. Developments in the Economy 

The value of the ruble has been volatile since Russia’s invasion of Ukraine and the resulting 
economic sanctions. As can be seen in Figure 1 below, the ruble first depreciated, as indicated by 
a fall from 77 rubles/USD just before the invasion to around 120 rubles/USD two weeks after the 
invasion. In more recent months, the ruble appreciated again to a point that is even higher than 
Russia’s pre-invasion period, most currently hovering in the 53 rubles/USD range.  

Figure 1: Ruble to USD Exchange Rate and CBR’s Foreign Exchange Reserves49 

 

The CBR’s Interventions in the Foreign Exchange Market. Concurrent with the depreciation of 
the ruble following the Russian invasion of Ukraine was the drop in the CBR’s foreign exchange 
reserves from over $640 billion USD to around $610 billion shortly after the invasion, as can be 
seen in Figure 1. According to the CBR’s data, in the days following the Russian invasion of 
Ukraine, it sold roughly $1.2 billion USD in foreign exchange reserves to increase the value of 

 
Dutch, Danish, and German firms,” Economist Intelligence Unit: Viewpoint, June 1, 2022. “Russia halts gas 
deliveries to Bulgaria and Poland,” Economist Intelligence Unit: Viewpoint, April 27, 2022. “Germany Races to 
Prepare for a Gas Cutoff,” Center for Strategic International Studies, July 22, 2022. Kati Pohjanpalo, “Finland 
Loses Main Gas Supply After Refusing Payment in Rubles,” Bloomberg, May 20, 2022.  
49 Central Bank of Russia, “Foreign Exchange Rate: Bank of Russia: US Dollar,” data provider: CEIC, accessed 
September 1, 2022. Central Bank of Russia, “International Reserves of the Russian Federation (End of period),” 
available at: https://cbr ru/eng/hd base/mrrf/mrrf 7d/, accessed September 27, 2022.  
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the ruble.50 This accounts for a relatively small portion of the total decline in foreign exchange 
reserves, though it would probably have been larger had its trade partners not frozen foreign 
reserve sales from Russia, as explained below. It can therefore be determined that, while the 
CBR’s foreign exchange interventions prevented the ruble from falling even further than it did in 
the days following the Ukraine invasion, they were not the primary drivers of the ruble’s 
recovery.  

GOR’s Efforts to Stem Capital Flight. More impactful than the CBR’s foreign exchange 
interventions on the value of the ruble has been the GOR’s efforts to stem capital flight from 
Russia.51 This includes: (1) the capital controls and currency conversion requirements described 
in the Legal Framework section; and (2) the increase in the key policy interest rate from 8.5 
percent at the start of the year to 20 percent at the beginning of March.52 Key policy interest rates 
are used by central banks or monetary authorities of countries to achieve monetary policy 
objectives concerning price and currency stability.53 Increasing this rate has the effect of making 
global investment into Russia more attractive, therefore offsetting capital outflows that resulted 
from Russia’s incursion into Ukraine.  

While modest changes in the key policy interest rate is a monetary policy tool often employed by 
market economies to minimize the economic effects associated with short-term fluctuations in 
foreign exchange rate levels, in this instance, a substantial 1,150 basis point interest rate increase 
was used by the GOR to prop up the value of the ruble.54 Such large increases are rare in market-
based systems but not unprecedented. In the U.S., for example, the federal funds rate was 
increased to 20 percent in 1980 in response to record-breaking inflation rates of the time.55 In 
Russia’s case, such an extreme increase in the key policy interest rate was done to exceed an 
already heightened inflation rate at the time, to ensure that inflation-adjusted interest rates 
(otherwise referred to as real interest rates) remained positive and higher than other countries.56 

 
50 Central Bank of Russia, Data on the Bank of Russia FX operations (monthly), available at 
https://www.cbr ru/eng/hd base/valintbr/valvol mnth/, accessed May 26, 2022.  
51 Paul Hannon, “Russia’s Foreign-Exchange Reserves Rose Last Week,” Wall Street Journal, April 7, 2022. Patrick 
Honohan, “Russia's ruble actions are monetary theater of the absurd,” Peterson Institute for International 
Economics, April 6, 2022. “Russia hikes rates, introduces capital controls as sanctions bite,” Reuters, February 28, 
2022.  
52 Paul Hannon, “Russia’s Foreign-Exchange Reserves Rose Last Week,” Wall Street Journal, April 7, 2022. Patrick 
Honohan, “Russia's ruble actions are monetary theater of the absurd,” Peterson Institute for International 
Economics, April 6, 2022. “Russia hikes rates, introduces capital controls as sanctions bite,” Reuters, February 28, 
2022. “Policy Rate: Month End: Russia: Key Rate,” data provider: CEIC, accessed September 1, 2022. 
53 “Policy Rate: Month End: Russia: Key Rate,” footnotes, data provider: CEIC, accessed September 1, 2022. 
54 “Russia hikes rates, introduces capital controls as sanctions bite,” Reuters, February 28, 2022. 
55 Board of Governors of the Federal Reserve System (US), “Federal Funds Effective Rate,” data provider: Federal 
Reserve Bank of St. Louis, available at: https://fred.stlouisfed.org/series/FEDFUNDS, accessed September 1, 2022.  
56 The inflation rate rose to a high of 18 percent in April 2022. See Federal State Statistics Service, Government of 
Russia, “Consumer Price Index: 2010=100,” data provider: CEIC, accessed September 1, 2022. Real interest rates 
are defined as the difference between nominal interest rates and inflation.  
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It was also done in conjunction with other tools, including the currency conversion requirements 
and capital controls described above.  

The CBR’s governor, Elvira Nabiullina, explained that such extreme measures were taken 
because of the sanctions imposed on the GOR’s sales of foreign reserves.57 The combination of 
such actions, and the depths of their intensity and timing, were clear signs of the intent of the 
government to appreciate the ruble’s value. A strong ruble combined with high energy prices has 
had the additional effect of earning more export revenues for the GOR while Russia is at war.  

The Fall in Foreign Exchange Reserves is Further Evidence that Currency Conversion 
Requirements Had a Significant Effect on the Value of the Ruble. The decline in foreign 
exchange reserves that is not accounted for by the GOR’s interventions in the foreign exchange 
market is mostly accounted for by net capital outflows.58 While the capital controls described in 
the Legal Developments section have restricted capital outflows, they were put in place gradually 
beginning at the end of February, which likely allowed for sizable capital outflows in the weeks 
following the invasion.59 The CBR’s foreign exchange reserves continue to fall even after the 
ruble began to appreciate. This suggests that there were still net capital outflows during that time 
despite the capital controls that were in place. It further suggests that the currency conversion 
requirements described in the Legal Framework section had a significant counter effect to the net 
capital outflows to increase the value of the ruble by artificially increasing the demand for the 
ruble.  

Multiple De Facto Exchange Rates. As described above, the official value of the ruble is 
currently higher than before the Russian invasion of Ukraine. However, the exchange rate faced 
by corporations when transacting rubles in practice can be much lower than the official exchange 
rate.60 For this reason, there are currently significantly varying exchange rates being offered in 
Russia. While there is a black market that often transacts rubles at exchange rates that vary from 
the official rate, the legal domestic market is now also buying and selling rubles at rates that are 
very different than the official rate.61 As of May, 2022, Russian banks were selling U.S. dollars 
for an average of 20 percent more than the official rate.62 According to Reuters, “…anyone who 
tries to buy foreign currency online at a bank or, illegally, at a foreign exchange booth, or who 
buys goods and services online denominated in foreign currencies will find the actual rate 
considerably worse.”63  

 
57 “Russia hikes rates, introduces capital controls as sanctions bite,” Reuters, February 28, 2022. 
58 The purchase of foreign financial assets by Russian residents, not matched by a purchase of Russian financial 
assets by foreign investors, will ultimately come from the CBR and is represented by a lower stock of its foreign 
exchange reserves. 
59 Patrick Honohan, “Russia's ruble actions are monetary theater of the absurd,” Peterson Institute for International 
Economics, April 6, 2022. 
60 “Analysis: Russia's rouble rebound not quite what it seems,” Reuters, April 8, 2022.  
61 “Putin Sets Russians on Wild Hunt for Dollars in Black Market,” Bloomberg, May 17, 2022.  
62 Ibid.  
63 “Analysis: Russia's rouble rebound not quite what it seems,” Reuters, April 8, 2022.  
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The ruble being traded at significantly varying rates suggests that the current official exchange 
rate is not reflective of market forces. Moreover, the difficulties associated with conducting 
business in Russia within a system that lacks (1) a market determined exchange rate and (2) the 
predictability of knowing when market forces will influence the exchange rate, render such a 
multiple exchange rate system complicated for international business.   

C. Assessment of the Factor 

Since Commerce’s 2021 Review, the convertibility of the Russian ruble has been made more 
difficult and less predictable, owing to the GOR’s interventionist practices since Russia’s 
invasion of Ukraine. At the time of the 2021 Review, market-oriented reforms had improved 
currency convertibility conditions since Commerce’s 2002 Review. This was mostly attributable 
to changes the CBR instituted to its exchange rate-setting process that made the ruble more 
freely convertible and transparent, and limited capital controls and foreign exchange 
intervention.  

Since the publication of Commerce’s 2021 Review, however, the CBR has intervened moderately 
to influence the value of its currency following the Russian invasion of Ukraine. It has also 
imposed numerous capital controls and currency conversion requirements that have stimulated 
demand for the ruble to levels that would not have been reached on open markets. These capital 
controls and currency conversion requirements include: (1) a requirement that Russian exporters 
convert earnings into rubles; (2) restrictions on the ability of Russians to transfer funds to foreign 
bank accounts; (3) restrictions on taking cash and monetary instruments out of Russia; (4) 
restrictions on transactions between Russians and persons from unfriendly countries; and (5) a 
requirement that natural gas purchased from Russia by companies from unfriendly countries be 
paid in rubles.  

The CBR’s 1,150 basis point spike in policy interest rate has helped reverse capital outflows, 
increase demand for the ruble, and subsequently place upward pressure on the ruble’s value. 
While raising the key policy rate is used by many countries around the world to achieve 
monetary policy objectives and is not, on its own, considered non-market-based activity, it was 
made clear by the GOR that the purpose of the rate hike was to influence the value of the 
currency. The magnitude of the interest rate rise, simultaneous actions that have been taken to 
increase international demand for the ruble and appreciate the currency, and conditions that have 
been established to maximize GOR export earnings from SIE natural gas exports through an 
appreciated currency have, when taken together, demonstrated an intent by the GOR to steer 
away from market-driven outcomes in its currency markets to satisfy official objectives. 

The resulting effect of the capital controls, currency conversion requirements, and increase in the 
key policy interest rate has been to limit capital outflows and increase the value of the ruble at a 
time when it would otherwise have fallen significantly. These actions by the GOR have, 
therefore, had a significant impact on the value of the ruble. In addition, the fact that the ruble is 
now trading in domestic financial institutions and black markets at levels that differ significantly 
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from the official exchange rate illustrates that the official exchange rate does not reflect market 
conditions. 

As described in the 2021 Review, the last time the Russian government intervened significantly 
to influence the value of the ruble was in 2008, when the Global Financial Crisis and sharp drop 
in oil prices placed downward pressure on the ruble.64 The exchange rate interventions used at 
that time by the GOR resulted in the IMF changing its characterization of the Russian exchange 
rate system from a de facto “managed float” with no predetermined path for the exchange rate to 
a de facto conventional “fixed peg” tied to a euro-dollar composite value.65 While it is too soon 
to know whether the IMF will change its classification of Russia’s exchange rate arrangement, 
the value of the ruble is now largely affected by capital controls and foreign reserve intervention 
activity, as well as interest rate changes that the CBR (not free market forces) has imposed since 
the invasion into Ukraine.  

  

  

 
64 2021 Review, 37. 
65 Ibid. This characterization was backdated to begin in 2006 and remained in place until 2010, when the IMF 
changed its characterization to a managed float.  
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FACTOR TWO: THE EXTENT TO WHICH WAGE RATES IN THE FOREIGN COUNTRY 

ARE DETERMINED BY FREE BARGAINING BETWEEN LABOR AND MANAGEMENT 

Wages are an important component of a producer’s costs and prices. This factor examines the 
extent to which wage rates in Russia are determined by free bargaining between labor and 
management. The statutory language concerning “free bargaining between labor and 
management” reflects concerns about the extent to which wages in an economy are market 
driven. Such bargaining creates a social dialogue between workers and employers and can help 
ensure that workers are protected against unfair wages and poor working conditions (e.g., work 
time, leave arrangements, training, employment protection, and health and safety provisions).66 
Since wages are an important input to production, the extent to which workers can freely bargain 
for wages is important to this analysis.  

The 2021 Review found that, since the 2002 Review, the legislation governing workers’ rights 
and their ability to bargain with management for wages had improved in some ways but 
deteriorated in others.67 The updated Labor Code helped increase flexibility with respect to 
Russia’s employment rules, but also increased restrictions on the rights of workers and trade 
unions, and narrowed the scope for legal strikes to occur.68 Due to the restrictions on strikes, 
legal strikes reported by the GOR declined considerably from 817 in 2000 to only a few strikes 
occurring each year from 2014-2018.69 Illegal strikes were estimated to be in the hundreds each 
year.70 In some cases, illegal strikes resulted in workers achieving the desired outcomes, but 
government crackdowns on strikes were also common, and strikers were in some cases 
prosecuted.71 

The 2021 Review also found that workers’ ability to bargain for wages in Russia remained 
limited due to the weak unionization of workers. Most unionized workers belonged to 
government-run, or official, trade unions that aligned closely with GOR interests.72 Collective 
bargaining agreements often did not involve the setting of wages and were often negotiated and 
drafted by the GOR and government-run trade unions.73 The unofficial, or free, trade unions 
faced significant challenges, including being excluded from negotiating and drafting collective 
agreements.74 In addition, workers were disincentivized by the companies they worked for from 

 
66 OECD, Negotiating Our Way Up: Collective Bargaining in a Changing World of Work, (OECD Publishing, Paris, 
2019), Chapter 3: The role of collective bargaining systems for labour market performance, by Oliver Denk, Andrea 
Garnero, Alexander Hijzen and Sébastien Martin, 105-107. 
67 2021 Review, 59.  
68 Ibid. 
69 Id., 49-50.  
70 Id., 50.  
71 Id., 50-51. 
72 Id., 47.  
73 Id., 59.  
74 Id., 48. 
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belonging to unions and in some cases membership in them resulted in workers being fired and 
even physically assaulted.75  

Concerning wages themselves, a minimum wage can help ensure that workers are able to earn a 
level of compensation that meets their cost-of-living needs. It can also serve as a wage floor from 
which workers can bargain with employers. The national minimum wage in Russia did not 
represent a wage floor, as it was generally non-binding for most workers.76 Regions could 
implement higher minimum wages than the national minimum wage, but the federal cities 
Moscow and St. Petersburg were the only two that implemented significantly higher ones.77  

Structural weaknesses also remained in Russia’s labor market that kept wages low and were 
suggestive of continued government involvement in economic activity. For example, Russia 
inherited many low-quality jobs from the Soviet period, particularly in municipalities with 
inefficient SIEs.78 Those jobs have been associated with low productivity levels, despite a 
relatively well-educated workforce compared to many other countries.79 Low geographic and 
inter-sectoral labor mobility levels, and a high labor force participation in the informal sector, 
have also restricted labor productivity in Russia and, consequently, affected wages.80 These 
structural weaknesses in the labor market are in part due to the lack of institutional change in the 
Russian economy since the Soviet era. As noted in the 2021 Review, according to the 
Organization for Economic Co-operation and Development (OECD), “{t}he incomplete 
transition of Russia toward a market-based economy has resulted in the survival of low-quality 
jobs inherited from the Soviet period, notably in municipalities and less efficient state-owned 
enterprises.”81  

A. Legal Developments 

Increased De Jure GOR Control Over the Labor Market. On July 14, 2022, Federal Law No. 
273-FZ on Introducing Amendments into the Labor Code of the Russian Federation was 
promulgated by the GOR.82 Among other amendments, this law adds to the Labor Code a 
provision that states that the GOR “…shall have the right to establish the specifics of the legal 
regulation of labor relations in individual organizations, their structural subdivisions and at 
individual production facilities, including the procedure and conditions for engaging in work 
outside the established working hours, at night, weekends and non-working holidays, provision 

 
75 Ibid. 
76 Id., 59. 
77 Ibid. 
78 Ibid. 
79 Ibid. 
80 Ibid.  
81 Lilas Demmou, Andreas Wörgötter, “Boosting Productivity in Russia: Skills, Education and Innovation,” 
Organization for Economic Cooperation and Development, OECD Economics Department Working Papers No. 
1189 (March 2015), 9.  
82 GOR, Federal Law No. 273-FZ on Introducing Amendments into the Labor Code of the Russian Federation, July 
14, 2022.  
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Minimum Wages. Since the 2021 Review, the GOR has increased the minimum wage to a level 
that has been roughly consistent with inflation, first by 8.6 percent in January 2022, and then by 
another 10.0 percent in June 2022.86 Commerce found in the 2021 Review that the minimum 
wage in Russia was low and generally non-binding for most workers. An increase in the 
minimum wage is therefore a positive development for workers in Russia. Although the 
minimum wage increases implemented by the GOR since the start of 2022 were higher than 
would be expected to be implemented in such a short time, it appears to be intended to maintain 
a consistent real minimum wage (i.e., to increase the minimum wage by the rate of inflation).  

C. Assessment of Factor  

The provision amending the Labor Code allows the GOR to set the terms and conditions of 
workers of enterprises, including private enterprises, and including requiring such workers to 
work overtime. This provision indicates that the GOR has increased its legal ability to control the 
labor market in Russia and has therefore constrained the ability of labor to bargain freely with 
management for wages. Concerning developments in the economy, the high rate of inflation in 
Russia since the 2021 Review has triggered the government to increase nominal wages as well as 
minimum wages in Russia. While under a market-based system firms or labor (not the 
government) would be the primary drivers of wage changes, as it currently stands, this 
development does not materially weigh against or in favor of Russia remaining a market 
economy country. Commerce therefore finds that the GOR has increased its de jure control over 
the labor market and has not yet observed notable changes to the de facto environment for wage 
bargaining. In addition, Commerce’s findings in the 2021 Review remain valid today.  

In the 2021 Review, while Commerce found some improvements to the legal framework 
surrounding labor rights, more notable was the backtracking of reforms, especially with respect 
to the rights of workers to collectively bargain for higher wages. As described above, the scope 
for strikes to occur legally had become significantly narrow such that almost all strikes that now 
occur are illegal. This has significant implications for workers and their wages not only because 
workers are less likely to strike when it is criminalized but also because the government can and 
does crack down on illegal strikes with discretion.  

Most unionization of workers is in government-run trade unions, which are closely aligned with 
the GOR’s interests and not worker’s interests. Workers are pressured by the companies they 
work for not to join the free unions that exist, and those unions are often excluded from 
negotiating and drafting collective agreements. Collective agreements in Russia often do not 
include details on wages. These factors, in addition to the structural weaknesses associated in 
large part with the government’s significant role in the economy in general and its hindrance of 

 
86 Federal State Statistics Service, Government of Russia, “Official Minimal Wages: per Month,” data provider: 
CEIC, accessed September 1, 2022.  
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the labor market to function freely, have resulted in generally low wages in Russia despite a 
relatively educated workforce.  

Due to the overall worsening of workers’ rights in Russia since the time of the 2002 Review, both 
on a de jure and de facto basis, and in particular with respect to workers’ ability to collectively 
bargain for wages, this factor did not weigh in favor of Russia remaining a market economy 
country at the time of the 2021 Review. As described above, the amendment to the Labor Code 
allowing the GOR to set the terms and conditions of workers represents increased government 
control over the labor market and wage bargaining in Russia.    
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FACTOR THREE: THE EXTENT TO WHICH JOINT VENTURES OR OTHER 

INVESTMENTS BY FIRMS OF OTHER FOREIGN COUNTRIES ARE PERMITTED IN THE 

FOREIGN COUNTRY 

When assessing how freely investment is permitted to flow in and out of Russia, it is helpful to 
understand what the primary channels are so that they can be properly identified, measured, and 
tracked. Specifically, investment from foreign entities to recipient country entities either take the 
form of foreign direct investment (FDI) or portfolio investment (PI). The IMF defines FDI as a 
gain in a multinational enterprise’s lasting commercial interest in a foreign company, attainable 
through the creation of a new establishment (e.g., a factory), a joint venture partnership, or a 
merger/acquisition involving a 10 percent or higher equity stake in the recipient company.87 In 
practical terms, this means that FDI includes long-term investments that have a substantive 
impact on the ownership structure of an individual firm. PI, by contrast, tends to have a 
considerably shorter timeframe, and represents equity and other trading activity mostly on stock 
exchanges that are primarily geared towards immediate financial gains.  

According to the OECD, FDI is an integral part of an open and effective international economic 
system and is a major catalyst for economic development in recipient countries.88 It is also 
associated with important transfers of know-how for recipient countries, given that the most 
efficient means of production, management, and sales practices of multinational enterprises are 
an integral part of the FDI flow to recipient countries. PI is also important but has a smaller 
impact on development as investors engaging in this activity do not typically play as important a 
role in the decision-making of the enterprises in which they invest.89 PI transactions typically 
result in less than 10 percent of firms’ voting power.90 

While both FDI and PI promote a competitive business environment and enhance enterprise 
development in recipient countries,91 they can also be subject to government restrictions aimed at 
protecting domestic industries from competition or imposing national security measures. Such 
restrictions, which can be found on an economy-wide basis or within certain sectors, can shield 
domestic firms from market-based competitive forces. 

In the 2021 Review, Commerce found that the stock of net FDI inflows increased significantly 
since the 2002 Review, even though FDI growth trailed off since the Global Financial Crisis of 

 
87 IMF, Foreign Direct Investment: Trends, Data Availability, Concepts, and Recording Practices (2004), 3.  
88 OECD, Foreign Direct Investment for Development: Maximizing Benefits, Minimizing Costs (2002), Introduction, 
3.  
89 International Monetary Fund, Balance of Payments and International Investment Position Manual (BPM6) 
(2009), 110. 
90 International Monetary Fund, Balance of Payments and International Investment Position Manual (BPM6) 
(2009), 110. 
91 OECD, Foreign Direct Investment for Development: Maximizing Benefits, Minimizing Costs (2002), 5.  
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2007/08.92 While the overall increase in FDI inflows was a significant development for Russia, a 
2019 study by the IMF indicated that the reported values of FDI may not have been indicative of 
the full extent of foreign investment in Russia due to phantom investments that do not provide 
economic benefit to the economies which host it and are instead moved through countries for the 
purpose of avoiding taxes.93 Moreover, while corruption, rule of law, and transparency concerns 
remained barriers to FDI and portfolio investment in Russia, foreign investment still grew 
between the periods of investigation in Commerce’s 2002 Review and 2021 Review.94  

FDI restrictions initially declined following the 2002 Review. At the time of the Global Financial 
Crisis of 2007/08, the GOR adopted legislation to increase restrictions on foreign investment in 
certain sectors of the economy.95 The 2008 Strategic Sectors Law increased the number of 
restricted FDI-related business activities from 16 to 42, and subsequent 2017 amendments to that 
law increased those restrictions to 46 business activities.96 Additional sector-specific legislation 
further restricted investment in certain sectors, including banking, insurance, media and land.97 
While these restrictions did represent an overall uptick in the restrictiveness climate around 
2017, as identified in the OECD’s FDI Regulatory Restrictiveness Index, the net effect of all 
these changes to the regulatory environment in Russia has demonstrated a less restrictive 
environment by 2021 compared to the period analyzed in the 2002 Review.98 Despite the more 
liberalized investment restrictions between Commerce’s 2002 Review and 2021 Reviews, de jure 
and de facto developments have unfolded since October 2021 indicating an overall worsening in 
Russia’s FDI environment.  

A. Legal Framework 

GOR-codified List of “Unfriendly Countries.” As described under Factor 1, on March 5, 2022, 
the GOR promulgated Government Directive No. 430-r, which approved a list of “foreign states 
and territories involved in unfriendly activity towards Russia, Russian companies and citizens” 
or “unfriendly countries”.99 The list of “unfriendly countries” is made up of countries that have 
imposed sanctions against Russia, including Albania, Andorra, Australia, Canada, all members 
of the European Unio (E.U.), Iceland, Japan, Liechtenstein, Micronesia, Monaco, Montenegro, 
New Zealand, North Macedonia, Norway, Singapore, San Marino, South Korea, Switzerland, 

 
92 2021 Review, 73-74. 
93 Id., 70.  
94 Id., 60-61. 
95 Id., 74. 
96 Ibid. 
97 Ibid. 
98 Ibid. 
99 GOR, The Government approves the list of unfriendly countries and territories, available at: 
http://government ru/en/docs/44745/, accessed May 27, 2022.   
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Taiwan (the Republic of China), Ukraine, the U.K. (including Jersey, Anguilla, British Virgin 
Islands and Gibraltar), and the U.S.100 

Restrictions on Investments of Companies from “Unfriendly Countries.” Being on the GOR’s list 
of “unfriendly countries” has several implications for foreign investment in Russia. First, as 
described under Factor 1, Presidential Decree No. 81 requires certain transactions between 
“foreign persons related to the foreign states taking unfriendly actions against Russian legal 
entities and individuals” to be approved by the Russian Government Commission on Foreign 
Investments.101 FDI and portfolio investment transactions involving persons from “foreign states 
taking unfriendly actions” against Russia that are subject to the following approvals: (1) loaning 
or borrowing funds in rubles;102 (2) transactions involving the sale or purchase of securities;103 
and (3) transactions involving the sale or purchase of property.104 These restrictions make foreign 
investment in Russia more difficult since foreign investors from many countries are prevented 
from purchasing property or receiving or granting loans in Russia. Furthermore, the 
implementation of such restrictions on an ad hoc basis serves to deter foreign investment in 
general due to the uncertainty they create concerning the types of foreign investment that are 
allowed in Russia at a given time.  

Russian Companies’ Shares Prohibited from Being Sold Via Depository Receipts. Foreign 
investment into Russian companies has also been stymied by Federal Law No. 114-FZ on 
Amendments to the Federal Law on Joint Stock Companies and Certain Legislative Acts of the 
Russian Federation, which prohibits issuers of Russian securities from selling shares of Russian 
companies via depository receipts (i.e., instruments that are used for investing in international 
equity markets).105 The law, promulgated on April 16, 2022, requires that issuers of Russian 
companies’ securities to foreigners “…take necessary and sufficient actions aimed at terminating 
the agreements” within five days of entry into force of the law.106 Furthermore, if shares of 
Russian companies are sold in securities outside of Russia and their sales, therefore, cannot be 
terminated by Russian legislation, Russian companies are prohibited from providing voting 
rights or paying dividends to the foreign investors owning the depository receipts.107 This 
restriction directly limits the extent to which foreign investment into companies can occur.  

Legislative Proposal to Expropriate and Nationalize Foreign Firms That Have Left Russia. An 
additional legislative proposal in Russia that, if adopted, will further deter foreign investment 

 
100 Ibid. 
 
101 GOR, Presidential Decree No. 81, Article 1(a and b).  
102 GOR, Presidential Decree No. 81, Article 1(a and b). GOR, Presidential Decree No. 79, Article 3(a). 
103 GOR, Presidential Decree No. 81, Article 1(a and b). 
104 Ibid. 
105 GOR, Federal Law No. 114-FZ on Amendments to the Federal Law on Joint Stock Companies and Certain 
Legislative Acts of the Russian Federation, Article 6.  
106 Id., Article 6(3).  
107 Id., Article 6(5). 
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into Russia is a law that allows for the expropriation and nationalization of foreign firms that 
have left Russia. If adopted, the Draft Law No. 104796-8 on the External Administration for the 
Management of a Company (Draft Law on External Management) will allow for the appointment 
of “an external administration” for foreign-invested companies exiting Russia.108  

The draft law states that “{t}he state development corporation VEB.RF or another organization 
shall be designated as external administration” of the company.109 VEB.RF, or VEB, is a state 
development bank and one of six state corporations in Russia created to pursue government 
objectives. Once VEB.RF has taken over the company, it will either (1) transfer all or part of the 
shares of the company to “an external administration,” or (2) continue to own the company but 
transfer the management authority to an external administration.110  

On May 24, the State Duma, the lower house of the Russian parliament, adopted the bill.111 If 
passed by the upper house and signed by the president, it will become a law.112 If codified, the 
expropriation and nationalization of foreign companies that have chosen to suspend operations in 
Russia due to Russia’s invasion of Ukraine will directly reduce foreign investment in Russia. 
The fear of expropriation will also serve to deter future foreign investment into Russia.   

Although the law has not yet been adopted, there have already been many applicants to register 
foreign brands that have left Russia.113 In addition, the Russian Ministry of Economic 
Development created a list of foreign companies that have left Russia and may be 
nationalized.114 This list includes Volkswagen, Apple, IKEA, Microsoft, IBM, Shell, 
McDonald's, Porsche, and H&M, among others.115 

Legalization of Intellectual Property Theft of Inventions from “Unfriendly Countries.” 
Intellectual property theft from countries that the GOR has deemed “unfriendly” has recently 
been legalized by the GOR by the March 16, 2022 promulgation of Decision of the Government 
of the Russian Federation No. 299 of March 6, 2022 on Amending Item 2 of the Methodology for 
Determining the Amount of Compensation Paid to the Patent Owner When Taking a Decision on 
the Use of An Invention, Utility Model, or Industrial Design Without His/Her Consent and the 
Procedure for its Payment, which amended the Civil Code to allow the use of patented 
inventions from “unfriendly countries” by setting the compensation for patent infringement at 

 
108 GOR, Draft law No. 104796-8 on the external administration for the management of a company, April 12, 2022 
(Draft Law on External Management), Article 2. 
109 Id., Article 2.1.  
110 Id., Article 2.3. 
111 “Russian lawmakers give initial approval to bill allowing foreign asset takeover,” Reuters, May 24, 2022.  
112 Ibid.    
113 “Has Russia legalised intellectual-property theft?” The Economist, June 2, 2022. 
114 “Russia Lays Groundwork For Nationalizing Foreign Companies Amid Fallout From Ukraine War,” Radio Free 
Europe/Radio Liberty, March 10, 2022. 
115 Ibid. 
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zero percent.116 This new legislation has already been applied in Russian courts, with at least one 
foreign company (from the UK) losing an intellectual property theft case against a Russian 
company due to being from an “unfriendly country”.117 The legalization of intellectual property 
theft will inevitably deter foreign investment into Russia.  

B. Developments in the Economy 

The legal developments described above are likely to deter FDI and PI to Russia and be reflected 
in subsequent OECD rankings of the FDI Regulatory Restrictiveness Index. In addition, the 
deteriorating investment climate has been made worse since foreign companies have also left 
Russia either temporarily or permanently due to Russia’s invasion of Ukraine. This reduction in 
operations has often gone beyond the minimum sanction requirements, suggesting that private 
sector investors are making independent determinations regarding their investment activity. 
Sanctions by the U.S. government ban new investments into Russia by U.S. persons and do not 
require companies already operating in Russia to divest or curb operations.118  

Reduction in FDI in Russia. As shown in Figure 3, net FDI inflows to Russia fell dramatically 
from $13 billion USD in the last quarter of 2021 to nearly -$14 billion USD in the first quarter of 
2022. While it is not uncommon for net FDI inflows to vary significantly by quarter, the most 
recently published value is far below any other recorded values since the IMF first published the 
data in 2013, and is indicative of capital flight. If the negative trend continues for the rest of the 
year, this could be the first year that total net FDI inflows to Russia have been negative since the 
annual data was first recorded in 1992 after Russia became an independent nation at the end of 
1991.119 Net portfolio investment inflows have remained negative but are not significantly 
different in the first quarter of 2022 than in 2021. 

 
116 GOR, Decision of the Government of the Russian Federation No. 299 of March 6, 2022 on Amending Item 2 of 
the Methodology for Determining the Amount of Compensation Paid to the Patent Owner When Taking a Decision 
on the Use of An Invention, Utility Model, or Industrial Design Without His/Her Consent and the Procedure for its 
Payment, Article 1. “Has Russia legalised intellectual-property theft?” The Economist, June 2, 2022. James A. 
Shimota and Adrian Gonzalez Cerrillo, “The Kremlin’s Intellectual Property Cold War: Legalizing Patent Theft 
with Decree 299,” The National Law Review, March 28, 2022.  
117 “Has Russia legalised intellectual-property theft?” The Economist, June 2, 2022.   
118 “FACT SHEET: United States, G7 and EU Impose Severe and Immediate Costs on Russia,” The White House, 
April 6, 2022. 
119 International Monetary Fund, “Foreign direct investment, net inflows (BoP, current US$) - Russian Federation,” 
data provider: World Bank, available at 
https://data.worldbank.org/indicator/BX.KLT.DINV.CD.WD?locations=RU, accessed September 30, 2022.  
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Figure 3: Net FDI and Portfolio Inflows to Russia120  

 

Company-specific data collected by the Yale School of Management show that foreign-owned 
companies have recently been leaving Russia precipitously. The study categorizes foreign-owned 
companies that were previously operating in Russia by the extent to which they have reduced 
operations in Russia.121 At the time of writing, out of a total of over 1,214 of the largest foreign-
owned companies operating in Russia, over 1,000 (some 82 percent) have reduced their 
operations to some degree.122 While at first many of the foreign companies operating in Russia 
simply paused their operations, likely due to uncertainties surrounding the longevity of war-
conditions, many have increasingly moved toward ceasing operations in Russia on a more 
permanent basis. Of the over 1,000 that have reduced operations in Russia, 318 have completely 
halted Russian engagements or completely exited Russia, 499 have kept options open for return, 
170 have reduced current operations, and 160 have held off new investments or development.123  

Some of Russia’s largest reductions in FDI have been in the energy sector. For example, in 
February 2022, BP announced its intention to sell its almost 20 percent stake (equivalent to some 
$25 billion USD) in the Russian state-owned oil company Rosneft.124 For reference, the total FDI 

 
120 International Monetary Fund, “Balance of Payments Standard Presentation by Indicator: Financial Account, Net 
Lending (+) / Net Borrowing (-) (Balance from Financial Account), Direct Investment, Net Incurrence of Liabilities, 
US Dollars,” and “Balance of Payments Standard Presentation by Indicator: Financial Account, Portfolio 
Investment, Net Incurrence of Liabilities, US Dollars,” available at https://data.imf.org/regular.aspx?key=62805743, 
accessed September 30, 2022.  
121 Yale School of Management, Almost 1,000 Companies Have Curtailed Operations in Russia—But Some Remain, 
available at https://som.yale.edu/story/2022/almost-1000-companies-have-curtailed-operations-russia-some-remain, 
accessed September 26, 2022.  
122 Ibid.  
123 Ibid.   
124 “BP to exit Rosneft shareholding,” BP, February 27, 2022.  
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into Russia as of 2020 was $9.5 billion USD.125 Shell and Norwegian state energy company 
Equinor also announced exits to their joint ventures in Russia.126 In addition, ExxonMobil 
announced it will discontinue its Sakhalin-1 project for oil and gas and cease investments in 
Russia.127 

Outside of energy, many other companies have announced they will exit Russia across important 
industries, including service sectors (e.g., big technology, finance, consulting, food and 
beverage, hospitality), and manufacturing sectors (e.g., autos, aviation, general 
manufacturing).128 One prominent example in the food and beverage industry is McDonald’s, 
which has captured the headlines. After a March 8, 2022 announcement to temporarily pause 
operations, it announced on May 16, 2022, that it would permanently close all its restaurants and 
sell its entire portfolio to a Russian buyer.129  

Potential Intellectual Property Theft of Companies That Have Left Russia. As described above, 
the GOR promulgated a decision legalizing intellectual property theft in Russia and a draft law 
allowing the appointment of “an external administration” for foreign-invested companies exiting 
Russia. In practice, the GOR is allowing Russian companies to essentially take over foreign 
enterprises that have left Russia while keeping the business as similar as possible to the original 
company. For example, when McDonald’s sold its restaurants to a Russian company, conditions 
of the sale included not allowing the Russian buyer to use McDonald’s name, logo, branding, 
and menu.130 However, when the former McDonald’s restaurant locations opened in June under a 
new name, Vkusno & tochka, many of the menu items were the same and the company even 
used old McDonald’s mustard packets rebranded with the new logo.131 According to The 
Guardian, “the restaurant appeared to be an intentional copy of the American chain.”132  

Government Control Over PI. Shortly after the Russian invasion of Ukraine, the Russian stock 
market, the Moscow Exchange, fell by 14 percent in one day, causing the GOR to close it 
completely for about three weeks before reopening it on a very limited basis.133 Once it 
reopened, it was open for more limited hours, short-selling was banned, only 33 out of several 
hundred stocks could be sold, and foreign investors were prohibited from selling their holdings 

 
125 World Bank, “Foreign direct investment, net inflows (BoP, current US$) - Russian Federation,” available at: 
https://data.worldbank.org/indicator/BX.KLT.DINV.CD.WD?locations=RU, accessed September 26, 2022.  
126 Sebastian Shehadi, “‘Foreign investment to Russia is dead as a doornail’: What now for a country in which 
companies cannot invest or divest?” Investment Monitor, March 3, 2022.  
127 Ibid.   
128 “Here are the companies pulling back from Russia,” CNN, April 6, 2022.  
129 “McDonald’s To Exit from Russia,” McDonald’s, May 16, 2022.  
130 Ibid.    
131 Andrew Roth, “McDonald’s restaurants in Russia reopen under new brand,” The Guardian, June 12, 2022.  
132 Ibid.   
133 Hudson Locket and Max Seddon, “Moscow exchange suspends trading after invasion triggers drop,” Financial 
Times, February 24, 2022. Stephen Gandel and Jason Karaian, “Who’s Buying Russian Stocks?” The New York 
Times, March 26, 2022. 
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of Russian companies’ stocks.134 In August 2022, the restrictions listed above were removed for 
investors from “friendly” countries, but only for the derivatives market and not the main stock 
market.135 The vast majority of foreign transactions of Russian stocks are still not permitted by 
the GOR.136 While this has prevented the Russian stock market from crashing, it also has 
implications for government control over PI in Russia. Not allowing foreign investors to divest 
from Russian stocks will likely impact the likelihood of foreign investment in Russian stocks in 
the future.  

C. Assessment of Factor  

The extent to which joint ventures and foreign investments are permitted to operate freely in 
Russia has declined since the 2021 Review. The 2021 Review found that the stock of net FDI 
inflows increased significantly since 2002, although the growth decelerated since the Global 
Financial Crisis of 2007/08.137 In addition, there were fewer legislative restrictions on the 
environment in 2021 compared to 2002, although such restrictions had increased in 2008 and 
again in 2017.138 However, since 2021, there have been notable developments concerning 
foreign investment in Russia. In addition to growing economic uncertainty that has affected the 
domestic market since Russia’s invasion of Ukraine, there have been several changes to the legal 
framework governing foreign investment. As a result, foreign investment has notably fled Russia 
in the first quarter.  

The most notable legal changes have been the codification of restrictions on investments of 
companies from countries deemed “unfriendly” by the GOR, the prohibition of the sale of shares 
of Russian companies via depository receipts, and the legalization of intellectual property theft of 
inventions from “unfriendly countries.” Net FDI inflows have fallen dramatically from $13 
billion USD in the last quarter of 2021 to -$14 billion USD in the first quarter of 2022. 
Company-specific data show that many foreign-owned companies have left Russia, either 
permanently or temporarily, across many service and manufacturing industries. Some of the 
largest reductions in FDI have been in the energy sector, and many other companies that were 
important to the Russian economy have left in services (big technology, finance, consulting, food 
and beverage, hospitality) and manufacturing (autos, aviation, other manufacturing).   

 
134 Stephen Gandel and Jason Karaian, “Who’s Buying Russian Stocks?” The New York Times, March 26, 2022. 
135 “Russia keeps investors from 'unfriendly' nations frozen out,” Reuters, August 8, 2022.  
136 Ibid.   
137 2021 Review, 73-74. 
138 Id. 
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FACTOR FOUR: THE EXTENT OF GOVERNMENT OWNERSHIP OR CONTROL OF THE 

MEANS OF PRODUCTION 

Excessive government ownership or control of the means of production undermines the free and 
efficient functioning of market-based economic systems. While some government ownership in 
an economy is not on its own dispositive of non-market economy conditions, significant 
ownership and control by the government throughout an economy can distort the business 
environment. Such distortions erode the fundamental role of scarcity in determining market 
prices and can lead to unpredictable responsiveness to market-determined supply and demand 
forces. Ultimately, non-market conditions prevail when prices are pervasively and significantly 
affected by the policies and practices of the government. 

In the 2021 Review, Commerce found that government ownership and control over the economy 
had grown since the 2002 Review from roughly 30 percent to somewhere between 33 to 50 
percent.139 The 2021 Review found that Russian government ownership was particularly high in 
certain sectors and industries, including banking, oil and gas extraction and processing, 
telecommunications, defense, transportation, and electricity.140 Commerce also found that the 
GOR had consolidated its role in the economy by creating “national champions,” which are 
large, vertically integrated conglomerates that dominate strategic sectors of the economy, 
including banking, oil and gas, defense, construction, nanotechnology, and nuclear facilities.141  

Commerce also found that the GOR used state sector enterprises as instruments of state industrial 
policy, geopolitical, and other government objectives, and that the GOR had significant control 
even over enterprises in which it held minority shares.142 Russian legislation provided for this by 
granting the government preferential shareholding rights to joint-stock companies that allowed it 
to exercise more control over the companies than the size of its shareholding alone would 
imply.143 

SIEs were afforded benefits not granted to private enterprises, such as preferential access to 
cheap credit, government contracts, and government assistance.144 The GOR often provided 
these benefits to SIEs even when they were less efficient than their private sector counterparts, 
which is most commonly the case.145 This practice resulted in limited competition between 
private enterprises and SIEs, especially large SIEs that dominated strategic sectors of the Russian 

 
139 Id., 132.  
140 Id., 103-104. 
141 Id., 131-132. 
142 Id., 132.  
143 Ibid. 
144 Ibid. 
145 Ibid. 
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economy.146 As such, the lack of state and private sector competition led to sub-optimal 
efficiency and production levels.147  

Due to the structural weaknesses described above, the IMF’s principal recommendations to the 
GOR have been to reduce Russia’s large state sector footprint in the economy, strengthen 
competition, reduce economic concentration, roll back state intervention, and improve the 
efficiency of existing state sector enterprises.148 In its Article IV report of 2019, the IMF stated 
that “{t}he potential to raise growth will depend on the ambition of reforms to strengthen 
competition and reduce the role of the state.”149 Due to the developments described in the 2021 
Review, Commerce determined that the size and growth of the state sector since the 2002 Review 
hindered Russian economic growth and opportunities, and represented signs of an encroaching 
GOR footprint in economic activity that warranted continual monitoring by Commerce.150 

Since the 2021 Review, while official data pertaining to the growth of the state sector is yet to be 
released, evidence described below suggests that the GOR is extending its ownership and control 
over the Russian economy.  

A. Legal Framework 

A reduction in FDI in Russia, all else equal, will increase government ownership as a share of 
the total economy. Therefore, the legislative changes resulting in restrictions on foreign 
investment described in Factor 3 indirectly impact the extent of the GOR’s ownership and 
control within Russia. The most notable of these developments that is likely to impact the extent 
of government ownership and control in the Russian economy is described below.  

Expropriation and Nationalization of Foreign Enterprises that Have Left Russia. In addition to 
the regulatory restrictions on foreign investment resulting in increased government ownership 
and control in the Russian economy, as described under Factor 3, the GOR has drafted a law, 
which has thus far been passed in the lower house of the Russian parliament, that will increase 
the government’s ownership and control over foreign-owned firms that have left Russia. The 
Draft Law on External Management will, if passed, allow the government to introduce “an 
external administration” on departing companies.151 According to the Draft Law on External 
Management, “{t}he state development corporation VEB.RF or another organization shall be 
designated as external administration” of the company.152 VEB.RF, or VEB, is the former Soviet 
foreign trade bank and one of six state corporations in Russia that were created to pursue 

 
146 Ibid. 
147 Ibid. 
148 Ib., 133. 
149 Ibid. 
150 Ibid.  
151 GOR, Draft Law on External Management, Article 2. 
152 Id., Article 2.1.  
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government objectives.153 According to the Draft Law on External Management, once VEB.RF 
has taken over the company, it will either (1) transfer all or part of the shares of the company to 
“an external administration,” or (2) continue to own the company but transfer the management 
authority to an external administration.154 If VEB.RF continues to own the companies or 
transfers them to other SIEs, this legislative change will likely result in increased state ownership 
and control in Russia.  

B. Developments in the Economy 

Use of SIEs to Pursue Economic and Political Objectives. The GOR has used SIE Gazprom to 
cut off the gas supply to foreign countries and companies when they refuse to comply with the 
government directive that natural gas payments from “unfriendly countries” (i.e., countries that 
have imposed sanctions on Russia) be conducted in rubles.155 As described in Factor 1, the GOR 
has implemented a decree which requires payments for natural gas purchased from Russia by 
“unfriendly countries” to be conducted in rubles.156 This is done by requiring foreign buyers to 
open accounts at Gazprombank and make the payment for natural gas in the currency specified 
in the contract.157 Gazprombank will then convert the foreign currency into rubles.158 If the 
foreign buyer does not comply with this directive, further delivery of natural gas “shall be 
prohibited.”159 

The GOR implemented this requirement to create artificial demand for the Russian currency to 
offset the depreciation of the ruble that resulted from capital flight after Russia’s invasion of 
Ukraine. While this requirement applies to all natural gas exported from Russia to “unfriendly 
countries,” as was described in the 2021 Review, the Law on Gas Exports grants Gazprom a legal 
monopoly on natural gas exports by granting pipeline export rights exclusively to the owner of 
the Unified Gas Supply System (UGSS), which is Gazprom.160 

For the purpose of the analysis of government control over SIE Gazprom, the requirement by the 
GOR for Gazprom (and the foreign companies it has gas contracts with) to only transact in rubles 
violates the contracts between the foreign companies and Gazprom.161 This requirement has 
made foreign companies search for alternative supplies of gas. As such, this government-

 
153 Anders Aslund, Russia’s Crony Capitalism: The Path from Market Economy to Kleptocracy, (Yale University 
Press, 2019), 105-106. 
154 GOR, Draft Law on External Management, Article 2.3. 
155 “Russia halts gas deliveries to Bulgaria and Poland,” Economist Intelligence Unit, April 27, 2022. “Russia's plan 
to request rubles for gas likely to backfire,” Economist Intelligence Unit, March 28, 2022. GOR, Presidential 
Decree No. 172, Article 1(a). 
156 Ibid. 
157 Id., Article 2 and 6. 
158 Id., Article 2 and 6. 
159 Id., Article 1(b).  
160 U.S. Energy Information Administration, Country Analysis: Russia (October 31, 2017), 24. OECD, Fossil Fuel 
Support Country Note: Russian Federation (June 2020), 1. GOR, Federal Law No. 117-FZ on Gas Export, (passed 
July 18, 2006), Article 3(1).  
161  “Russia's plan to request rubles for gas likely to backfire,” Economist Intelligence Unit, March 28, 2022.  
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imposed conditionality on how sales are conducted has not only intervened in the manner in 
which Gazprom conducts business with foreign entities, but has affected their profitability. 
Moreover, requiring Gazprom to cut off the gas supply to foreign countries and companies is 
evidence of the GOR using the SIEs to pursue its government objectives, and a clear indicator of 
non-market-based activity with a sizeable economic impact.  

As described above, the GOR is clearly pursuing an economic objective of increasing the value 
of its currency by implementing the requirement for countries to purchase gas in rubles. 
However, the move is also politically motivated since the decree targeted only countries that 
have imposed sanctions against Russia (i.e., “unfriendly countries”). The GOR has thus far been 
enforcing the requirement by cutting off gas supplies to Poland, Bulgaria, Finland, and certain 
companies in Germany, the Netherlands, and Denmark after the countries or companies within 
them refused to pay in rubles.162 

The GOR may also use Gazprom to cut off or reduce gas supply to countries in the E.U. to 
pursue other strategic government objectives. For example, in June 2022, Gazprom reduced its 
gas supply to Germany to 40 percent of capacity following its scheduled maintenance.163 It also 
reduced gas supply to countries that routed through Germany, including Italy, Austria, Slovakia 
and France.164 While Gazprom cited a technical failure as the reason for the reduced gas supply, 
E.U. leaders believe it is a strategic move by the government to put pressure on European 
countries in response to the sanctions they imposed on Russia and their general support for 
Ukraine.165 In addition, as mentioned above, Gazprom cut off its gas supply to Finland in May 
2022.166 While this was ostensibly due to Finland’s failure to comply with the GOR’s directive 
for gas payments to be executed in rubles, others have suspected the timing of the decision to be 
politically motivated since Gazprom cut off the gas supply shortly after Finland announced it 
wanted to join The North Atlantic Treaty Organization (NATO).167 

C. Assessment of Factor 

Since the publication of the 2021 Review, evidence has materialized indicating an increase in the 
extent of GOR ownership and control throughout the Russian economy. This has continued the 
trajectory that Commerce identified in its 2021 Review, which at the time did not weigh 
favorably in support of Russia’s status as a market economy country.  

 
162 Nastassia Astrasheuskaya, Sam Fleming, Neil Hume, and Robert Wright, “European gas prices soar after 
Gazprom halts supplies to Poland and Bulgaria,” Financial Times, April 27, 2022.  
163 “Germany Races to Prepare for a Gas Cutoff,” Center for Strategic International Studies, July 22, 2022. “Russian 
gas exports to Germany via Nordstream cut sharply,” The Economist Intelligence Unit: Viewpoint, June 17, 2022.  
164 Ibid. 
165 Ibid.   
166 Kati Pohjanpalo, “Finland Loses Main Gas Supply After Refusing Payment in Rubles,” Bloomberg, May 20, 
2022. 
167 Ibid. 
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The Draft Law on External Management that allows for government expropriation and 
nationalization of foreign enterprises that have left Russia since its invasion of Ukraine is 
evidence of the GOR’s views about government ownership or control over the means of 
production. As described, the GOR continues using SIEs to pursue economic and political 
objectives. This includes using SIE Gazprom to cut off the natural gas supply to countries that 
refuse to break their contracts to comply with the GOR’s directives for the payments to be 
converted to rubles upon payment. In addition, the choice the GOR has made to sustain its war 
against Ukraine at the expense of its economy and domestic private business interests in fully 
participating in the global market is suggestive of the GOR’s priorities regarding ownership and 
control over the Russian economy as a whole.  

The 2021 Review found that government ownership in the Russian economy had grown since the 
2002 Review from roughly 30 percent to somewhere between 33 to 50 percent. This increase in 
government ownership in the past 20 years was counter to market-based economic reforms that 
Commerce had expected to occur, and, as the 2021 Review indicated, warranted careful 
monitoring. Commerce also found in its latest review that government control over the economy 
was significant and pervasive in certain strategic sectors of the economy. Due to the 
developments described in this factor in the 2021 Review, and the new developments that 
materialized since the 2021 Review that are aggravating its precarious position, Commerce now 
determines that the GOR is following a noteworthy trajectory of increased ownership and control 
in the Russian economy.  
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FACTOR FIVE: THE EXTENT OF GOVERNMENT CONTROL OVER THE ALLOCATION 

OF RESOURCES AND OVER THE PRICE AND OUTPUT DECISIONS OF ENTERPRISES 

Excessive government control over the allocation of resources and over the price and output 
decisions of enterprises distorts the free functioning of supply and demand factors that form the 
basis of a market economy. If resources are significantly misallocated due to official direction, or 
the government significantly influences or constrains the price and output decisions of individual 
market actors, then prices and costs will not reflect freely formed supply and demand conditions, 
and non-market conditions in that economy will prevail.  

The 2021 Review evaluated: (1) the extent to which the GOR’s strategic planning and industrial 
policies dictated resource allocation in Russia; (2) government control over two important 
resources used for production in Russia: the financial sector and the land system; and (3) 
government control over prices in Russia. Concerning the extent of GOR industrial policies and 
strategic planning in Russia, the 2021 Review found that, since the time of the 2002 Review, the 
GOR increased its dependence on industrial policies to dictate market outcomes in strategic 
sectors.168 Commerce found that the 2014 promulgation of the Strategic Planning Law and the 
Industrial Policy Law, which provide the legal basis for the government’s continued use of 
extensive industrial and strategic planning to dictate market outcomes, were indicative of the 
government’s intention to continue the use of such policies in a select part of the economy.169 In 
addition, the GOR’s industrial policy approach evolved from one largely associated with 
improving market mechanisms to one that helped determine market outcomes, including the 
selection and support of certain “winner” firms at its discretion.170 The GOR also created certain 
strategically important companies to carry out economic growth, socio-economic, geopolitical, 
national security, and other industrial policy objectives. These companies existed in many 
sectors, including high-tech, energy, defense, banking, aviation, shipbuilding, electronics, and 
telecommunications.171 

Concerning government control over the allocation of financial resources, the 2021 Review 
found that the GOR had increased the concentration of state-invested banks in the banking 
sector. This resulted in a significant increase in state ownership in the banking sector from 
between 35 and 40 percent of total banking sector assets at the time of the 2002 Review to nearly 
75 percent as of 2020.172 As part of the consolidation efforts, the CBR had taken ownership over 
numerous previously privately owned banks.173  

 
168 2021 Review, 215-216.  
169 Id., 216.  
170 Ibid.  
171 Ibid.  
172 Ibid.  
173 Ibid.  
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Concerning land resources, the 2021 Review found that the land market was more liberalized 
since the 2002 Review.174 Twenty-three percent of non-forestland in Russia was privately owned 
by the time the 2021 Review was completed, compared to almost no land being privately owned 
in 2002.175 While this represented a movement towards market activity, restrictions on land use 
and transfer in Russia remained, which resulted in inefficient pricing mechanisms and allocations 
of land.176 Moreover, the reallocation of urban land to more efficient uses had been slow, and the 
legacy issue of the most valuable land being in the hands of large industrial state-owned 
enterprises had remained.177 In addition, the extent of private land ownership varied across 
regions in Russia, with some regions still preventing the privatization of former collective and 
state farms.178 Government methods of pricing land were still prevalent, and under these 
methods, the prices were often below prices paid for similar land in Russia not determined by the 
government.179  

With respect to the depth of GOR intervention in affecting prices in Russia, the 2021 Review 
found that, while some market-based improvements to the pricing of certain goods had been 
made, regulated prices remained for important inputs to production, including natural gas, 
electricity, and rail cargo transportation.180 Certain prices within all three of these industries had 
been liberalized, although large shares remained subject to regulated prices.181  

In the 2021 Review, it was also determined that Russian prices for natural gas and electricity 
remained below world energy prices, and evidence suggested they were also below the cost of 
production.182 Moreover, Commerce determined that the government-set rail cargo tariffs varied 
by commodity, and evidence suggested that tariffs for certain goods, including raw materials 
such as coal, iron ore, sandstone, stone, concrete, timber, and construction materials were at 
below-market levels.183 Although some railway companies were technically allowed to set their 
own prices for cargo transportation, even those had a government-set component.184 Moreover, 
the railway tariffs of Russian railway SIEs, RZD, were set entirely by the GOR and were below 
those of private operators, which resulted in relatively little freight transportation being done by 
private operators.185  

 
174 Ibid.  
175 Ibid.  
176 Ibid.  
177 Ibid.  
178 Id., 216-217. 
179 Id., 217.  
180 Ibid.  
181 Ibid.  
182 Id., 198-199.  
183 Id., 217.  
184 Ibid.  
185 Ibid.  
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Due to a policy implemented in 2017, natural gas, electricity, and rail cargo transport prices 
continued to decline on an inflation-adjusted basis since they were legally prohibited from 
increasing at levels up to or beyond the forecasted level of inflation.186  

The findings in the 2021 Review remain true today. In addition, the evidence described below 
suggests that the GOR is playing an increased role in determining the prices of certain 
commodities in addition to the ones it regulates officially. 

A. Legal Developments 

Increased De Jure GOR Control Over Resource Allocations. On July 14, 2022, the GOR 
promulgated Federal Law No. 272 on Amendments to Certain Legislative Acts of the Russian 
Federation, which amends Federal Law No. 61-FZ on Defense to require companies, regardless 
of their ownership, to enter into and fulfill contracts to produce goods and provide services to 
assist with military efforts.187 The law states that, “in order to provide support to counter-terrorist 
and other campaigns carried out by the Armed Forces of the Russian Federation, other troops, 
military units and agencies outside the territory of the Russian Federation”, “legal entities, 
regardless of their organizational and legal form and the form of ownership, are not allowed to 
refuse to conclude…agreements, state contracts (contracts) for the supply of goods, performance 
of work, provision of services” {emphasis added}. This legislative change indicates increased 
government control over the allocation of domestic resources and Russian firm-level production 
decisions that would have otherwise been more market-determined.  
 

B. Developments in the Economy 

1. Government Control over Natural Gas Prices 

The 2021 Review found that prices of natural gas consumed domestically have traditionally been 
far below export prices and the world price of natural gas.188 This is true for natural gas subject 
to regulated prices (which includes natural gas sold domestically by oil and gas conglomerate 
Gazprom and its affiliate companies, and natural gas sold to certain consumers of natural gas) 
and gas for which the price is not controlled. The difference in prices between the average 
domestic price, the export price, and the world price of gas can be seen in Figure 4 below. As 
noted in the 2021 Review, as of 2020, the overall gap between the domestic gas price and the 
export price had declined over time, although it remained significant.189 

 
186 Ibid.  
187 GOR, Federal Law No. 272 on Amendments to Certain Legislative Acts of the Russian Federation, July 14, 2022, 
Article 1.  
188 Id., 199-200. 
189 Id., 199. 
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Since the 2021 Review, as seen in Figure 4 below, the gap between domestic and export natural 
gas prices has grown significantly due to export prices soaring at a time when domestic prices 
have declined. This indicates that the domestic natural gas market is operating independently 
from the global gas market and showcases Russia’s increasing disconnection from free-forming 
supply and demand conditions within global energy markets.190 Moreover, as the majority of 
natural gas prices in Russia are set by the GOR,191 the discrepancy between the export and 
domestic prices is directly attributable to GOR actions. The GOR’s dominant role in this implies 
that government control over the economy influences the prices of important inputs to 
production, including natural gas.   

Figure 4: Domestic and Export Prices of Natural Gas in Russia192 

 

Russian Natural Gas Prices Do Not Reflect Market Forces. The 2021 Review found that prices 
of natural gas in Russia are below the cost of production.193 This was based on several findings. 
First, when Russia joined the World Trade Organization (WTO) in 2012, studies showed that 
domestically regulated prices of natural gas did not cover the full, long-run marginal cost of 

 
190 Since Russia has already partially shut off gas supplies to the E.U., it and the rest of the world are preparing for 
an unprecedented total shutoff. See Mark Flanagan, Alfred Kammer, Andrea Pescatori and Martin Stuermer, “How a 
Russian Natural Gas Cutoff Could Weigh on Europe’s Economies,” IMF, July 19, 2022.  
191 2021 Review, 198. 
192 Rosstat, “Avg Purchasing Price: OKPD: Quarterly: Period End: Natural Gas,” and “Average Export Price: 
Natural Gas,” data provider: CEIC, accessed September 1, 2022. Federal Reserve Economic Data, Federal Reserve 
Bank of St. Louis, “Global price of Natural gas, EU, U.S. Dollars per Million Metric British Thermal Unit, Monthly, 
Not Seasonally Adjusted,” available at: https://fred.stlouisfed.org/series/PNGASEUUSDM.  
193 2021 Review, 198-199.  
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Gazprom’s production of natural gas, as indicated in the Working Party Report on Russia’s 
WTO Accession (Russia’s WTO Accession Report).194 According to the Russia’s WTO 
Accession Report, “the fact that industrial producers of the Russian Federation did not have to 
pay the full market price for their energy inputs, including gas, especially, in energy-intensive 
industries and in industries that used gas as an input (rather than an energy source) constituted an 
unfair competitive advantage.”195  

The 2021 Review also found that, since the time of Russia’s WTO accession, government 
measures aimed at increasing the domestic price of natural gas largely stalled and that domestic 
natural gas prices had in fact fallen rather than increased.196 Importantly, the GOR adopted a 
policy in 2017 that continues to prevent regulated gas prices from increasing faster than the 
forecasted level of inflation.197 In fact, they can only increase at a level that is below the 
forecasted level of inflation.198 If kept in place, this policy ensures that natural gas prices do not 
grow at all, and in fact actually decline, on an inflation-adjusted basis.199 

The 2021 Review also found that price intervention into the domestic Russian gas market was 
active and significant. This is partially explained by the WTO’s finding that the GOR has taken 
active measures to adjust the price of natural gas, as described above. It is also explained by the 
finding that the government sets most domestically consumed natural gas prices, even though the 
exact amount of that intervention has not been determinable.200  

Natural Gas is a Major Input to Production in Russia. As described in the 2021 Review, natural 
gas accounts for the majority (53 percent as of 2019) of domestic energy consumption and is, 
therefore, a key input to electricity production and manufacturing of virtually all goods.201 Since 
natural gas is such an important input to production in Russia, the GOR keeping its price 
artificially low has important implications for the final prices of goods produced in Russia.  

2. Government Control over Steel Prices 

In March 2022, the GOR directed steel and other metal producers to lower domestic steel prices 
at a meeting between Russia's deputy minister for industry and steel companies' 

 
194 WTO, Report of the Working Party on The Accession of the Russian Federation to the World Trade 
Organization, WT/ACC/RUS/70/WT/MIN(11)/2 (November 17, 2011), 30.  
195 Id., 29-30. 
196 2021 Review, 198-199.  
197 O. V. Danilova, K. V. Ordov, and I. Yu. Belayeva, “Tariff Policy in the Electric Power Industry of Russia: 
Methods, Problems, Prospects,” Financial University under the Government of the Russian Federation (2021), 85. 
198 Ibid. 
199 Ibid. 
200 2021 Review, 197-198. When asked about the share of gas prices subject to government regulation by WTO 
members in the context of Russia’s accession to the WTO, the GOR explained that no such data existed at least for 
the unregulated portion of sales. See WTO, Report of the Working Party on The Accession of the Russian Federation 
to the World Trade Organization, WT/ACC/RUS/70/WT/MIN(11)/2 (November 17, 2011), 30. 
201 2021 Review, 201. 
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representatives.202 The metal companies were required to submit information on their costs of 
production to ensure profit margins were reduced to a maximum of 20-25 percent on 
domestically sold products.203 This was likely aimed at avoiding recessionary pressures caused 
by the sanctions imposed on Russia, which included an E.U. ban on Russian steel, in response to 
its invasion of Ukraine.204 The government has promised tax concessions and increased public 
procurement for infrastructure projects to steel and other metal producers to comply with this 
government directive.205  

C. Assessment of Factor  

Evidence suggests that the extent of government control over the allocation of resources and over 
price decisions of enterprises in Russia has continued to grow since the 2021 Review. The 
government’s control over these important aspects of the Russian economy were some of the 
most concerning elements at the time of the 2021 Review and did not weigh favorably in terms of 
Russia’s status as a market economy country.  

One of the most important elements of the 2021 Review was the significant increase in state 
ownership in the banking sector from the 35-40 percent range of total banking sector assets at the 
time of the 2002 Review to nearly 75 percent as of 2020.206 This growing equity stake in Russian 
banks has allowed the government to have significant control over the allocation of financial 
resources in the Russian economy. Another important element in this factor was the extent of 
GOR industrial policies and strategic planning in Russia, which had evolved from an approach of 
improving market mechanisms to playing a greater role in determining market outcomes, 
including selecting and supporting certain “winner” firms at its discretion.207  

The extent of government regulation of prices of three important inputs to production: natural 
gas, electricity, and rail cargo transportation, were also particularly important elements of this 
factor in the 2021 Review. While certain market-oriented reforms had unfolded in the Russian 
economy with respect to these prices, prices for natural gas and electricity still remained below 
surging world energy prices, and evidence suggested they were also below the cost of 
production. Government-set rail cargo tariffs varied by commodity, and evidence suggested that 
tariffs for certain goods were also at below-market levels. Furthermore, due to a policy 
implemented in 2017, natural gas, electricity, and rail cargo transport prices would continue to 
decline in real terms since they were legally prohibited from increasing at levels up to or beyond 
the forecasted level of inflation. 

 
202 Ekaterina Bouckley, “Russian govt directs metal companies to cut profits, keep domestic prices low,” S&P 
Global, Commodity Insights, March 14, 2022.  
203 Ibid.  
204 “Russian Steel Producers Come Under Pressure,” Economist Intelligence Unit, April 27, 2022.  
205 Ibid.   
206 2021 Review, 216.  
207 Ibid.  
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The important elements of this factor are still in place today and indicate that the GOR still has 
strong influence over the allocation of capital through majority government ownership of the 
banking sector. This has economy-wide effects, as financial assets are, essentially, the resource 
which fund all other resources. Furthermore, as described in this section, evidence suggests that 
the government is playing an increased role in determining prices of key goods and services in 
addition to the ones it regulates officially. Natural gas prices, the majority of which are set by the 
GOR, declined in Russia in 2022 even when they spiked on global markets. In addition, the GOR 
has directed steel companies to lower domestic steel prices. Finally, the Russian government’s 
recent modification of the defense law that requires companies, regardless of their ownership, to 
provide goods and services in support of the Russia’s military, suggests that the intent and 
practice of government involvement in the economy is veering away from market conditions. 
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FACTOR SIX: SUCH OTHER FACTORS AS THE ADMINISTERING AUTHORITY 

CONSIDERS APPROPRIATE 

Under this factor, Commerce can address any additional issues relevant to its consideration of a 
country’s ME status. In its 2021 Review, Commerce evaluated corruption, rule of law, protection 
of property rights, and freedom of information in Russia, given their influence on ME 
conditions.208 The 2021 Review found that these were all problematic in Russia as they affected 
the free and full exchange of goods and services that is typically associated with ME conditions. 
However, it remained unclear whether the depth of these problems materially worsened since the 
time of the 2002 Review, especially in the areas of corruption, rule of law, and the protection of 
property rights.209 Freedom of information, by contrast, was an area that had clearly deteriorated 
since 2002, as was documented in the 2021 Review.210   

Since the 2021 Review, further developments have materialized. Specifically, corruption, rule of 
law, protection of property rights, and freedom of information all appear to have materially 
worsened since the 2021 Review was published in October of last year. These developments are 
described below.   

A. Corruption  

Corruption is defined by the World Bank as the abuse of public office for private gain.211 
Corruption can involve a wide array of activities such as bribery, theft of public funds, or 
granting jobs or government contracts to family or friends.212 While some degree of corruption 
exists in all countries, its depth and pervasiveness varies significantly. Moreover, corruption is 
found to have a strong negative impact on economic growth and is known to discourage FDI and 
PI.213 If government corruption is deep and pervasive such that officials have a significant 
influence over market outcomes, overall corruption levels can affect the ability of markets to 
function freely. 

1. Developments in the Economy 

The 2021 Review found that, while corruption was deep and pervasive in Russia, it had 
marginally improved relative to 2002 according to the World Bank’s “Control over Corruption” 
Worldwide Governance Indicator and Transparency International’s Corruption Perceptions 
Index.214 In the latest months since the publication of the 2021 Review, however, both indices 

 
208 2021 Review, 239.  
209 Ibid.  
210 Ibid.   
211 World Bank, Anticorruption Fact Sheet (February 19, 2020), available at 
https://www.worldbank.org/en/news/factsheet/2020/02/19/anticorruption-fact-sheet, accessed August 24, 2021.  
212 Ibid. 
213 OECD, Improving the Business Climate in Russia, ECO/WKP(2015)10 (March 25, 2015), 6.  
214 2021 Review, 239. 
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have been updated and indicate worsened corruption in Russia. Moreover, even though these 
indices (one of which was updated to reflect 2020 data, the other 2021 data) only reflected 
conditions prior to Russia’s February 2022 incursion into Ukraine, anecdotal evidence (described 
further below in this section) suggests that since the invasion, corruption has become materially 
worse.  

World Bank’s Worldwide Governance Indicator, “Control Over Corruption.” As described in 
the 2021 Review, the World Bank’s Worldwide Governance Indicators include a Control Over 
Corruption indicator, which captures perceptions of the extent to which public power is exercised 
for private gain in both petty and grand forms as well as perceptions over the extent the 
government is influenced by elites and private interests.215 This score ranges from approximately   
-2.5 (weak control over corruption) to 2.5 (strong control over corruption).  

Since the publication of the 2021 Review, this indicator has been updated to include 2020 data. 
As can be seen in Figures 5 and 6 below, two noteworthy observations can be seen. The first is a 
dynamic effect, which indicates a score that has worsened in Russia in the past few years (from -
0.8 in 2019 to -0.9 in 2020). The second is a relative effect, which compares Russia’s scores to 
those of other countries. Russia’s percentile rank relative to other countries, which ranges from 0 
(lowest) to 100 (highest), has also declined from 23.1 to 19.2 during this period. When 
comparing these latest 2020 indicators to 2002, we see a more nuanced picture. Specifically, 
while Russia’s corruption indicator has been nearly consistent with its 2002 level, its standing 
relative to other countries has deteriorated. In addition, Russia still ranks below other BRICS 
(Brazil, Russia, India, China, and South Africa) economies on the World Bank’s Control Over 
Corruption indicator, as can be seen in Figure 5 below. 

 

 

 

 

 

 

 

 
215 World Bank, “World Governance Indicators,” available at 
https://info.worldbank.org/governance/wgi/Home/Reports, accessed June 29, 2022.   
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Figure 5: Worldwide Governance Indicators: Control Over Corruption216 

 

Figure 6: Worldwide Governance Indicators: Control Over Corruption: Russia’s Score 
and Rank217 

  

 
216 Ibid.  
217 Ibid.  
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Transparency International’s Corruption Perceptions Index. Another indicator that measures 
corruption is Transparency International’s Corruption Perceptions Index. As shown in Figures 7 
and 8 below, Russia’s score on this indicator declined (worsened) from 30 in 2020 to 29 in 2021 
on a score of 0 to 100, where 0 indicates high corruption and 100 indicates no corruption. 
Russia’s rank has increased (worsened) during this period from 129 to 136 out of a total of 180, 
where a ranking of 1 indicates that citizens perceive there to be low levels of corruption in the 
country. This indicates that the perception of corruption in Russia not only worsened in 2021 
compared to 2020 but worsened in 2021 compared to other countries. As described in the 2021 
Review, Transparency International only publishes the Corruption Perceptions Index data 
beginning in 2012, so it is not possible to compare the scores and rankings from the time of the 
2002 Review.  

Figure 7: Transparency International’s Corruption Perceptions Index218 

 

 
 

 

 

 
218 Transparency International, Corruption Perceptions Index, available at 
https://www.transparency.org/en/cpi/2021, accessed June 29, 2022. 
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Figure 8: Transparency International’s Corruption Perceptions Index: Russia’s Score and 
Rank219 

 

Anecdotal Evidence Suggests Corruption in Russia is Worsening. As described in the 2021 
Review, corruption remains a significant vulnerability in the Russian economy and impacts the 
ability of markets to function freely.220 There have been numerous instances of the GOR taking 
over and nationalizing private enterprises, sometimes through extralegal means, to achieve 
national and strategic objectives.221 The most prominent of these examples have been in the oil 
and gas sector and have allowed the GOR to grow and consolidate its ownership within that 
sector.222  

In addition, the widespread nature of corruption in Russia, and in particular the success of 
projects being contingent on bribes and relationships with government officials, deters foreign 
investment into Russia.223 The IMF’s annual Article IV reports consistently list corruption as a 
primary vulnerability in the Russian economy.224 This remains true in its most recent 2020 

 
219 Ibid. 
220 2021 Review, 217-224.  
221 Id., 117-119.  
222 Ibid. Part of the GOR’s motivation for growing state ownership in the oil and gas sector is likely to increase 
government revenues. Over a third (around 36 percent) of the Russian government’s budget is accounted for by oil 
and gas revenues. See Ministry of Finance of the Russian Federation, Government of Russia, “Federal Government 
Revenue: Oil & Gas,” and “Federal Government Revenue,” data provider: CEIC, accessed September 1, 2022. 
223 2021 Review, 70-72. 
224 See, e.g., International Monetary Fund, Russian Federation: 2020 Article IV Consultation—Press Release; Staff 
Report, IMF Country Report No. 21/36 (February 2021), 18-19.  

140 

135 

105 
2012 2013 2014 2015 2016 

- Russia Corruption Perception Rank (Left Side) 

25.5 

26 

26.5 

27 

27.5 

28 

28.S 

29 

29.S 

30 

30.5 
2017 2018 2019 2020 2021 

- Rus'iia Corruption Perception Score (Right Side) 

C 
0 . ., 
a. ., 
u 
t 
"
c 
.!2 
0. 

~ ;! 
~ .. 
"'- 8 
~ 

Barcode:4309525-01 A-821-835 INV - Investigation  - 

Filed By: Zachary Levene, Filed Date: 11/10/22 2:20 PM, Submission Status: Approved



54 
 

Article IV report, in which the IMF states that this recommendation remains “current and as 
important as in previous years.”225  

As described above, at the time of the 2002 Review, corruption in Russia was high. Given its low 
baseline conditions, the small changes that materialized between the 2002 Review and the 2021 
Review suggested that, while some improvements had been made, corruption was still pervasive 
enough to warrant continual monitoring. While the quantitative indicators described above 
indicate a worsening of corruption, since they have not yet been published since Russia invaded 
Ukraine, we turn to anecdotal information for more timely information, and this suggests that 
corruption has worsened since the 2021 Review. 

Since the 2021 Review, the GOR has undertaken a subtle but important transformation. It has 
essentially transitioned from a system that had a substantial degree of corruption (such that many 
important business deals were based upon bribes, favors, and/or connections with the 
government) to one whose legal system no longer protects basic economic freedoms. This 
transformation is exemplified by Russia’s recent legislative change that legalized intellectual 
property theft and the draft law that, if passed, will legalize the expropriation of foreign 
enterprises that left Russia. It has also been exemplified by Russia’s recent legislation 
criminalizing independent journalism, its expansive implementation of laws concerning property 
rights, and its extreme human rights abuses, all of which are described in this factor. These 
developments suggest that a strong and fair system of governance that protects fundamental 
human and institutional rights is not a major, current objective or priority for the GOR.  

As described above, the World Bank defines corruption as the abuse of public office for private 
gain.226 Without such laws protecting basic economic freedoms and a strong and fair system of 
governance, significant scope will be left for government officials to abuse their positions for 
private gain. Commerce therefore determines that the system of governance in Russia has 
worsened since its 2021 Review, and that corruption is now even more pervasive than before.  

B. Rule of Law and Protection of Property Rights 

The rule of law within a country is broadly reflected by the extent to which all persons and legal 
entities are accountable to the laws within the country.227 In a country with a sound legal 
infrastructure, laws are publicly promulgated, equally enforced, independently adjudicated, and 
consistent with international human rights principles.228 The extent to which all actors within an 
economy are consistently subjected to the same predictable legal standards can influence 
corporate decision-making, and, consequently, the extent to which markets can function by 
predictable and free-flowing demand and supply factors. The protection of physical and 
intellectual property rights is a key aspect of the rule of law that impacts entrepreneurship and 

 
225 Id., 19. 
226 “Anticorruption Fact Sheet,” World Bank, February 19, 2020.  
227 “Overview: Rule of Law,” United States Courts, August 25, 2021. 
228 Ibid.   

Barcode:4309525-01 A-821-835 INV - Investigation  - 

Filed By: Zachary Levene, Filed Date: 11/10/22 2:20 PM, Submission Status: Approved



55 
 

innovation in an economy. The extent to which property rights are protected affects whether 
market forces can operate because it influences the extent to which market actors are guaranteed 
that rights to their innovations will be protected.229  

The 2021 Review found that rule of law in Russia remained weak, as it did in 2002. The 2021 
Review also found that, in this respect, Russia ranked lower than OECD countries, lower than its 
BRICS counterparts, and lower than most other regional neighbors with comparable per capita 
income levels.230 Protection of property rights was also a significant and long-standing weakness 
of Russia’s legal system.231 At the time of the 2021 Review, the Russian judicial system was 
generally weak and often biased in favor of the state.232  

Fundamental human rights in Russia were not vigorously protected, mainly because of poor due 
process mechanisms and the government’s influence over the justice system.233 Unfounded 
lawsuits and arbitrary enforcement actions remained common in Russia.234 Despite these 
conditions, and its weaker positions compared to its OECD, BRICS, and income-level 
counterparts, Commerce’s 2021 Review found that Russia did slightly improve on the rule of law 
indicators as measured by the World Justice Project and the World Bank’s Worldwide 
Governance Indicators, relative to the period reviewed in Commerce’s 2002 Review.235  

Legal developments, in addition to developments in the economy, have taken place which have 
further deteriorated the rule of law and protection of property rights in Russia.  

1. Legal Framework 

Legalization of Intellectual Property Theft. As described under Factor 3, the GOR has legalized 
the intellectual property theft deriving from countries the GOR deemed “unfriendly.” The GOR 
has done so by the promulgation of Decree No. 299, which amended the Civil Code to allow the 
use of patented inventions, including medicine and digital technology, from “unfriendly 
countries” by setting the compensation for patent infringement at zero percent.236 This represents 
a significant deterioration in the legislative framework governing rule of law in Russia and is out 
of harmony with the international legal system.237 According to The Economist, “{a}lthough the 
law applies only to patents, which protect inventions, it indirectly gives a free pass for other 

 
229 “What are intellectual property rights?” WTO, September 30, 2022.  
230 2021 Review, 226. 
231 Id., 228. 
232 Id., 225. 
233 Ibid. 
234 Ibid. 
235 Id., 239. 
236 GOR, Decision of the Government of the Russian Federation No. 299 of March 6, 2022 on Amending Item 2 of 
the Methodology for Determining the Amount of Compensation Paid to the Patent Owner When Taking a Decision 
on the Use of An Invention, Utility Model, or Industrial Design Without His/Her Consent and the Procedure for its 
Payment, Article 1. “Has Russia legalised intellectual-property theft?” The Economist, June 2, 2022.   
237 “Has Russia legalised intellectual-property theft?” The Economist, June 2, 2022.   
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kinds of intellectual-property (IP) infringement” since “some Russian judges are now asking why 
the IP of international companies, including trademarks and copyright, deserve protection.”238  

This new legislation has already been applied to the Russian court system, with foreign 
companies losing intellectual property theft cases against Russian companies due to “unfriendly 
country” origins.239 For example, Russian courts failed to enforce trademark rights for the British 
cartoon character, Peppa Pig, when a Russian rival copied it.240 After Russian courts dismissed 
the case in March due to the company’s UK origins, a higher Russian court subsequently rejected 
the company’s appeal for consideration in May.241  

The GOR has also legalized Decision of the Government of the Russian Federation No. 506 of 
March 29, 2022 on Goods (Commodity Groups) in Respect of Which Certain Provisions of the 
Civil Code of the Russian Federation on the Protection of Exclusive Rights to the Results of 
Intellectual Activity Expressed in Such Goods Cannot Be Applied, and Means of Identification 
With Which Such Goods are Marked (Decision No. 506), which excludes certain goods from 
provisions of the Civil Code concerning intellectual property protection.242 The intellectual 
property of these “certain goods” are no longer protected once they enter the Russian market, and 
can therefore be infringed upon in the domestic market either by Russian entities or by foreign 
firms competing in the Russian market.243 On April 19, 2022, the Ministry of Industry and Trade 
adopted Order of the Ministry of Industry and Trade No. 1532 of April 19, 2022 on Approval of 
the List of Goods (Commodity Groups) in Respect of Which the Provisions of Subitem 6 of 
Article 1359 and Article 1476 of the Civil Code of the Russian Federation Do Not Apply, 
Provided That the Said Goods (Commodity Groups) Are Put Into Circulation Outside the 
Territory of the Russian Federation by the Right Holders (Patent Holders), As Well As With 
Their Consent providing a list of goods to be covered by Decision No. 506.244 This list covers 55 
broad categories of goods presumably covering a large share of imports to Russia.245 Due to the 
implementation of this decree, the GOR, including Russian courts, have been allowing the 

 
238 Ibid.  
239 Ibid.   
240 Ibid.    
241 Ibid.     
242 GOR, Decision of the Government of the Russian Federation No. 506 of March 29, 2022 on Goods (Commodity 
Groups) in Respect of Which Certain Provisions of the Civil Code of the Russian Federation on the Protection of 
Exclusive Rights to the Results of Intellectual Activity Expressed in Such Goods Cannot Be Applied, and Means of 
Identification With Which Such Goods are Marked (Decision No. 506).  
243 Ibid.  
244 GOR, Order of the Ministry of Industry and Trade No. 1532 of April 19, 2022 on Approval of the List of Goods 
(Commodity Groups) in Respect of Which the Provisions of Subitem 6 of Article 1359 and Article 1476 of the Civil 
Code of the Russian Federation Do Not Apply, Provided That the Said Goods (Commodity Groups) Are Put Into 
Circulation Outside the Territory of the Russian Federation by the Right Holders (Patent Holders), As Well As With 
Their Consent (with the Amendments and Additions of June 3, July 21, 2022). 
245 Ibid. 
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importation of Coca-Cola knockoffs, which would normally be subject to patent infringement 
litigation.246  

Legalization of Expropriation of Foreign Firms that Have Left Russia. An additional legislative 
development has recently unfolded that, if passed, will further illustrate weakened legal 
protections in Russia. As described in this memorandum, the current legislative proposal would 
allow the GOR to introduce “an external administration” on departing companies.247 Under this 
proposal, foreign owners that recently paused their operations in Russia following the Ukraine 
invasion will face the choice of either resuming operations in Russia or having their operations 
expropriated and sold by the GOR. The intent behind this proposal appears to be associated with 
the Russian government’s efforts to stem capital flight and utilize the assets and infrastructure 
developed by foreign investors who recently departed Russia because of the uncertainty 
associated with the business environment for the betterment of domestic firms and its local 
customers.  

Implementation of the Legislation Concerning Property Theft. The legislative changes described 
above, both passed and pending, have encouraged Russian entrepreneurs to capitalize on the 
departures of foreign companies from Russia. This is exemplified by the surge of trademark 
applications that Russian firms have recently filed with Rosepatent, Russia’s intellectual property 
agency.248 Since many of these new trademark applications appear identical or very similar to 
existing brands, they would normally be rejected by Rosepatent. However, Decree No. 299 
legalizes such patent infringement, and the applications can therefore proceed without the legal 
impediments of the past. 249  
 

2. Developments in the Economy 

Given the examples above, evidence indicates that property rights legislation has weakened in 
Russia since the 2021 Review. Developments in the economy described below suggest that 
Russia’s rule of law has also deteriorated on a de facto basis.  

World Justice Project’s Rule of Law Index. As described in the 2021 Review, the World Justice 
Project’s Rule of Law Index attempts to encompass many key attributes of countries’ legal 
systems, including their constraints on government power, absence of corruption, the openness 
of government, protection of fundamental rights that are broadly in harmony with international 

 
246 Jessica DiNapoli and Alexander Marrow “Coca-Cola and McDonald's left Russia. Their brands stayed behind,” 
Reuters, August 17, 2022.  
247 GOR, Draft Law on External Management, Article 2. 
248 “Has Russia legalised intellectual-property theft?” The Economist, June 2, 2022. Jessica DiNapoli and Alexander 
Marrow “Coca-Cola and McDonald's left Russia. Their brands stayed behind,” Reuters, August 17, 2022.  
249 GOR, Decision of the Government of the Russian Federation No. 299 of March 6, 2022 on Amending Item 2 of 
the Methodology for Determining the Amount of Compensation Paid to the Patent Owner When Taking a Decision 
on the Use of An Invention, Utility Model, or Industrial Design Without His/Her Consent and the Procedure for its 
Payment, Article 1. “Has Russia legalised intellectual-property theft?” The Economist, June 2, 2022.   
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standards, and other key factors. As can be seen in Figure 9 below, since the 2021 Review was 
published, Russia’s overall score on this index has worsened marginally from 0.47 in 2020 to 
0.46 in 2021. This score is on a scale from 0 to 1, where 0 represents the weakest adherence to 
the rule of law, and 1 represents the strongest adherence to the rule of law.  

Figure 9: World Justice Project’s Rule of Law Index250 

 

While such a small change in the indicator towards a worsened legal environment is not 
considered material in and of itself, it does signal a more important trend when placed in context. 
First, the raw score of the index confirms that Russia’s legal environment was weak. Second, the 
deterioration in the score signals movement in a direction of further weakening of the rule of 
law. Since Commerce was concerned with this element of Russia’s economy at the time of the 
2021 Review, even a marginal worsening can be significant. Third, the data used for that score 
reflect conditions prior to Russia’s incursion into Ukraine. Anecdotal evidence described in the 
Legal Framework and in this section suggests that the rule of law in Russia has worsened even 
more since that time.  

Finally, it is helpful to place this score in relative context. At first inspection, it may appear that 
Russia’s ranking has improved relative to other countries, from 94 (out of a total of 128 
countries) in 2020 to 101 (out of a total of 139) in 2021. However, the additional 11 countries 
included in the World Justice Project’s Rule of Law Index in 2021 offset Russia’s increase in 

 
250 World Justice Project, “Rule of Law Index,” available at 
https://worldjusticeproject.org/sites/default/files/documents/FINAL 2021 wjp rule of law index HISTORICAL
DATA FILE.xlsx, accessed July 22, 2022.  

0.85 
/ Germany 

Austrailia CAN 

r 
/ / 
~ -0 .8 

"' 
0:::: ,. ,: 

FRA \JPN BRA 
., 
-0 ,:, 

/ -= 
-.J 0.75 

""ROK 
13-~ 
~ _j :, 

'--... Spain 0 Cl: 0.7 

'--... USA 
0, ., 
C: --- -3 g a: 

CZE CHL 

"" 
t, 

V) 0.65 

"" ITA 

., 
POL 

·o 
a:. 

0.6 ., ,: 
u _g 

BRA 

"' 
.. 
"' 13-~ 

:s! ~ 
05S / Indonesia - ---- / IND 

:, 
::::,. c::: :s Cl: 

== 
-"' 0 

~ 0.5 - ----OAS 

RUS 

0.4 
2012 2014 201S 2016 2017 2019 2020 2021 

Barcode:4309525-01 A-821-835 INV - Investigation  - 

Filed By: Zachary Levene, Filed Date: 11/10/22 2:20 PM, Submission Status: Approved



59 
 

rank. As it did in 2020, Russia still ranks lower than any of its BRICS counterparts, OECD 
countries, and Eastern European and Central Asian countries included in the report (i.e., Georgia, 
Kosovo, North Macedonia, Kazakhstan, Bosnia and Herzegovina, Belarus, Ukraine, Serbia, 
Albania, Moldova, Kyrgyz Republic, and Uzbekistan) except for Turkey. 

Rule of Law Measurement in World Bank’s Worldwide Governance Indicators. Another 
authoritative index the 2021 Review evaluated and employed is the World Bank’s World 
Governance Indicators Rule of Law measurement. As can be seen in Figures 10 and 11 below, 
Russia’s score on this indicator has worsened from -0.72 in 2019 to -0.76 in 2020 on a scale of 
approximately -2.5 (the weak rule of law) to 2.5 (the strong rule of law). Russia’s percentile 
ranking on this indicator has also declined from 25 in 2019 to 22.6 in 2020, indicating that 
Russia’s rule of law has worsened relative to its global peers. Furthermore, Russia continues to 
rank below its BRICS peers and many other countries along this indicator, as shown in Figure 
11.  

Figure 10: World Bank Worldwide Governance Indicator: Rule of Law: Russia’s Score 
and Percentile Rank251 
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C. Freedom of Information  

The degree of freedom of information in an economy is indicative of the extent to which market 
actors are able to make informed decisions. Restrictions on mass media publication or 
individuals’ ability to access uncensored news can result in information asymmetry where 
market actors do not have adequate information to inform their decisions. Market-based systems 
typically possess information that is free from government censorship or influence. Such 
freedoms help ensure independence, credibility, and reliability of information, as well as the 
foreknowledge that only changing economic conditions, and not political interference, will 
determine supply and demand conditions.  

In the 2021 Review, Commerce found that the GOR maintained many restrictions on freedom of 
information and that those restrictions had intensified in recent years.257 While laws had been 
codified to protect the basic sanctity of freedom of information, they co-existed with ambiguities 
in newer legislation that gave the GOR discretion in its implementing practices.258 The official 
and legal characterization of certain media outlets as “undesirable organizations” in Russian law 
restricted independent media operations.259 

The GOR also increased its dependence on the monitoring of individuals’ access and use of 
information through the internet.260 Concerning information publication, the GOR had closed or 
taken over numerous foreign or independent Russian media companies if they published 
information that was misaligned with the GOR’s rhetoric.261 There were also many reports of the 
government targeting and silencing independent reporters.262 Accordingly, in its 2021 Review, 
Commerce determined that freedom of information had worsened since its prior 2002 Review, 
and more current conditions indicate that this worsening trajectory has continued since 2021. 

1. Legal Framework 

Since the Russian invasion of Ukraine, the GOR has clamped down even further on freedom of 
information such that independent journalism is now illegal unless it corroborates government 
rhetoric. Most notably, the GOR passed laws amending the Code of Administrative Offenses of 
the Russian Federation263 and the Criminal Code of the Russian Federation,264 which 

 
257 2021 Review, 239.  
258 Ibid.  
259 Ibid.  
260 Ibid.  
261 Id, 239-240.  
262 Id., 239.  
263 GOR, Federal Law No. 31-FZ of March 4, 2022 on Amending the Code of Administrative Offenses of the Russian 
Federation (with the Amendments and Additions of April 16, 2022) (Federal Law No. 31-FZ), Articles 20.3.3 and 
20.3.4. 
264 GOR, Federal Law No. 32-FZ of March 4, 2022 on Amending the Criminal Code of the Russian Federation and 
Articles 31 and 151 of the Criminal-Procedural Code of the Russian Federation (Federal Law No. 32-FZ), Articles 
207.3, 280.3, and 284.2. 
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criminalize independent journalism in Russia that contradicts the government’s version of 
events. These laws are described below.  

Legislation that Criminalizes Reporting that “Discredits” Russian Military Operations. Federal 
Law No. 31-FZ of March 4, 2022 on Amending the Code of Administrative Offenses of the 
Russian Federation (Federal Law No. 31-FZ) makes illegal and designates fines that are to be 
imposed for “{p}ublic actions aimed at discrediting the employment of the Armed Forces of the 
Russian Federation for the purposes of protecting the interests of the Russian Federation…”265 It 
also makes illegal and sets higher fines for “the same acts accompanied by {, inter alia,} calls for 
conducting unauthorized public events.”266 This law therefore prohibits any reporting that 
“discredits” Russia’s invasion of Ukraine or other Russian military operations, in addition to 
protesting against such military operations.  

Legislation that Makes Illegal Calls for Foreign States to Impose Sanctions on Russia. Federal 
Law No. 31-FZ also makes illegal “{p}leas to a foreign state…to take restrictive measures which 
express themselves in imposition or extension of political or economic sanctions in respect of the 
Russian Federation…” and designates specific fines for these events.267 Fines for the activities 
described range from 30,000 rubles (about $480 USD) to 1,000,000 rubles (about $16,000 
USD).268  

Legislation that Criminalizes Independent Journalism. Federal Law No. 32-FZ of March 4, 2022 
on Amending the Criminal Code of the Russian Federation and Articles 31 and 151 of the 
Criminal-Procedural Code of the Russian Federation (Federal Law No. 32-FZ) prohibits 
“{p}ublic dissemination, under the guise of reliable reports, of knowingly false information 
containing details about employment of the Armed Forces of the Russian Federation aimed at 
protecting the interests of the Russian Federation and its citizens, maintaining international peace 
and security.”269 This law does not elaborate on the definition of “knowingly false information.” 
This lack of clarity gives the GOR the legal discretion to deem essentially anything published 
about the Russian invasion of Ukraine illegal.   

According to new Russian law, the punitive consequences of legal discretions can range from a 
fine (ranging from 700,000 rubles, or about $11,000 USD to 1.5 million rubles, or about $24,000 
USD), to “an amount of the wage or salary, or any other income of the convicted person for a 
period from one year to eighteen months.”270 It is also punishable by “corrective labor for a term 

 
265 GOR, Federal Law No. 31-FZ, Item 11, paragraph 1, amending Article 20.3.3 of the Code of Administrative 
Offenses. These fines are from 30,000 to 50,000 rubles for individuals; from 100,000 to 200,000 rubles for officials; 
and from 300,000 to 500,000 rubles for legal entities. 
266 Ibid. The fines for these actions are from 50,000 to 100,000 rubles for individuals; from 200,000 to 300,000 
rubles for officials; and from 500,000 to 1,000,000 rubles for legal entities. 
267 Ibid. The fines for these actions are from 30,000 to 50,000 rubles on individuals; from 100,000 to 200,000 rubles 
on officials; from 300,000 to 500,000 rubles on legal entities. 
268 Currency converted using current exchange rate.  
269 Federal Law No. 32-FZ, Article 1, paragraph 1, amending Article 207.3 of the Criminal Code.  
270 Ibid. Currency converted using current exchange rate. 
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of up to one year, or by compulsory works for a term of up to three years, or by deprivation of 
liberty for the same term.”271 The term “deprivation of liberty” is believed to entail imprisonment 
and corrective labor, which are considered the most prevalent forms of punishments for such 
acts.272 

There are stricter punitive measures for comparable acts perpetrated by (a) individuals who hold 
official positions; (b) groups of persons; (c) combining the act with “artificial creation of the 
prosecution evidence”; (d) individuals with “selfish motives”; or (e) individuals for political, 
ideological, racial, national or religious hatred or enmity, or by reason of hatred or enmity with 
respect to some social group.273 If the acts fall under the aforementioned categories, fines range 
from three million to five million rubles (equivalent to roughly $48,000 USD to $80,000 USD) 
or the amount of three to five years of the wages or salary of the convicted person and up to five 
years of “compulsory works” (i.e., corrective labor).274  

Violators of the law may also be subject to deprivation of “liberty from five to ten years with 
disqualification from holding specific offices or engaging in specified activities for a term of up 
to five years.”275 Finally, if such deeds entail “grave consequences,” they are punishable by 
“deprivation of liberty” for ten to fifteen years and “disqualification from holding specific offices 
or engaging in specified activities” for up to five years.276 Therefore, independent reporting on 
the Russian invasion of Ukraine or any other events related to the Russian military is punishable 
by up to fifteen years in prison, hefty fines, and disqualification from holding public office.   

Media Outlets Prohibited from Citing Non-GOR Sources to Report on the Russian Invasion of 
Ukraine. In addition to the promulgation of laws described above prohibiting publication of 
information that contradicts the GOR’s version of events concerning the Russian Armed Forces, 
the GOR released a statement through Russia’s state communications regulator, Roskomnadzor, 
which prohibits media outlets from using any non-GOR sources to report on the “special military 
operation” (i.e., the Russian invasion of Ukraine).277 Although this particular restriction is not 
codified in legislation, it seems to give more specificity to the laws described above.  

2. Developments in the Economy 

Since the 2021 Review, the GOR has implemented the laws put in place both before and after the 
Ukraine invasion to prevent independent media from operating within Russia and to block 

 
271 Ibid.  
272 Victor Jack, “Russia expands laws criminalizing ‘fake news’,” Politico, March 22, 2022. “Russia: journalist 
arrested for ‘fake news’ about armed forces,” The Guardian, April 14, 2022. “Russian student journalists sentenced 
to labour over freedom of assembly video,” The Guardian, April 13, 2022.  
273 Federal Law No. 32-FZ, Article 1, paragraph 2, amending Article 207.3 of the Criminal Code.  
274 Ibid.  
275 Ibid.  
276 Ibid.  
277 “Explainer: Russia’s Internet Crackdown,” Reuters, March 31, 2022.  
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individuals from accessing foreign news, social media, and other online information sources that 
would provide them information that differs from the government narrative.  

2.1 Restrictions on Independent Media Operations 

The GOR has recently enforced the austere changes to legislation described above, and has 
begun criminalizing essentially all independent media operations in Russia. This has included 
both domestic and foreign forms of media and is described below.  

Closures of Independent Media Outlets. Nearly all independent domestic Russian media outlets 
have either been blocked, shut down, or chose to suspend operations after the government 
accused them of intentionally spreading “disinformation.”278 Domestic media outlets that have 
ceased operations, either by force or by choice, include liberal radio station Ekho Moskvy, the 
television channel TV Rain, the bilingual news website Meduza, and the newpaper Novaya 
Gazeta.279 Notably, the editor and cofounder of Novaya Gazeta, Dmitry Muratov, won the Nobel 
Peace Prize last year for his “efforts to safeguard freedom of expression, which is a precondition 
for democracy and lasting peace.”280 After receiving warnings from the GOR, the newspaper 
chose to suspend operations until the end of the war.281 Due to its criticism of the GOR and its 
military operations in Chechnya and the Caucasus, six of Novaya Gazeta’s journalists have been 
murdered.282 

Journalist Arrests. In addition to the closures of independent media outlets, the passage of the 
legislation described in the Legal Framework section above has resulted in Russian journalists 
being arrested for reporting “fake news”.283 The clampdown on foreign media operations has 
been somewhat less severe, with some foreign media still operating in Russia. However, some 
foreign news outlets, including the BBC, Bloomberg, CNN, and The New York Times, have 
suspended operations in Russia and removed foreign correspondents for their safety.284 Some of 

 
278 “Russia’s Media Is Now Totally in Putin’s Hands,” Foreign Policy, April 5, 2022. 
279 “Russia’s Media Is Now Totally in Putin’s Hands,” Foreign Policy, April 5, 2022. “Explainer: Russia’s Internet 
Crackdown,” Reuters, March 31, 2022. 
280 The Nobel Prize, Dmitry Muratov, https://www nobelprize.org/prizes/peace/2021/muratov/facts/, accessed June 
15, 2022.  
281 “Russia’s Media Is Now Totally in Putin’s Hands,” Foreign Policy, April 5, 2022. 
282 The Nobel Prize, Dmitry Muratov, available at https://www nobelprize.org/prizes/peace/2021/muratov/facts/, 
accessed June 15, 2022.  
283 “Russian Journalist Jailed for Social Media Post on Mariupol Theatre Strike,” The Moscow Times, April 27, 
2022. “Russian student journalists sentenced to labor over freedom of assembly video,” The Guardian, April 13, 
2022. “Russia: journalist arrested for ‘fake news’ about armed forces,” The Guardian, April 14, 2022. 
284 Siobhan Toman and Sophie Williams, “War in Ukraine: BBC suspends its journalists' work in Russia,” BBC, 
March 5, 2022. Andy Meek, “Bloomberg, The BBC, CNN And More Stop Reporting From Russia Over Putin’s 
‘Fake News’ Law,” Forbes, March 4, 2022.  
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these foreign news outlets, including the BBC, have since resumed reporting in Russia, at least 
on a limited basis.285 Independent journalists that remain in Russia report with caution.286  

Website Restrictions. In addition to restricting media operations, since the Russian invasion of 
Ukraine, the GOR has increased restrictions on internet access. This includes access to specific 
websites from which Russians have historically turned to for independent news, as well as social 
media outlets, including Twitter, Facebook, and Instagram, which Russian courts have 
determined to be “extremist organizations.”287 The GOR has ramped up blocking websites in 
recent years, with around 200,000 websites being blocked in 2021, and more than 46,000 
additional websites being blocked as of March 10, 2022.288 This has severely restricted Russian 
citizens’ access to information and their ability to make informed market decisions.   

 2.2 World Press Freedom Index 

Commerce reported in the 2021 Review that Russia's ranking in the World Press Freedom Index 
had fallen since it was first reported in 2012 from 142 to 150 out of 180 in 2021.289 This index, 
published by Reporters Without Borders (RSF), measures journalists’ broad editorial freedom. 
To determine its scores, the RSF considers a wide range of interrelated factors such as the 
diversity of views and analyses of information, the independence of the new source, the depth of 
self-censorship, transparency, and abuses, as well as the legislative framework countries possess 
which protect these rights.290 In this index, countries are given scores ranging from 0 to 100, with 
0 representing pure editorial freedom and 100 representing complete censorship.291  

Since the publication of the 2021 Review, Russia’s score on this index dropped significantly 
from 51.3 in 2021 to 38.8 in 2022. This precipitous drop represents a fall in its relative country 
ranking from 150 in 2021 to 155 in 2022 (out of the total of 180 countries).292 

 

 

 
285 Tom Ambrose, “BBC to resume English language reporting in Russia,” The Guardian, March 8, 2022.  
286 Siobhan Toman and Sophie Williams, “War in Ukraine: BBC suspends its journalists' work in Russia,” BBC, 
March 5, 2022. Andy Meek, “Bloomberg, The BBC, CNN And More Stop Reporting From Russia Over Putin’s 
‘Fake News’ Law,” Forbes, March 4, 2022.  
287 “Explainer: Russia’s Internet Crackdown,” Reuters, March 31, 2022. “Russia’s Media Is Now Totally in Putin’s 
Hands,” Foreign Policy, April 5, 2022. 
288 “Explainer: Russia’s Internet Crackdown,” Reuters, March 31, 2022.  
289 2021 Review, 235.  
290 Reporters Without Borders, Detailed Methodology, available at https://rsf.org/en/detailed-methodology, accessed 
October 24, 2022.  
291 Ibid. 
292 Reporters Without Borders, World Press Freedom Index, available at https://rsf.org/en/index, accessed June 15, 
2022.  
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Figure 12: World Press Freedom Index: Russia’s Score and Rank293 

 

Figure 13: World Press Freedom Index294  

 

 
293 Ibid.  
294 Ibid.  
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D. Assessment of Factor  

Developments since the Russian invasion of Ukraine indicate that the elements evaluated in the 
2021 Review, including corruption, the rule of law, protection of property rights, and freedom of 
information, have worsened in Russia since the publication of that memorandum. Quantitative 
measurements published by the World Bank, Transparency International, and the World Justice 
Project indicate that corruption and the rule of law have worsened since the period of data that 
was available at the time of the 2021 Review. In addition, anecdotal evidence indicates that 
Russia’s legal system and governance have worsened since the publication of the 2021 Review 
and created a system of pervasive and significant corruption.  

New legislation has lessened intellectual property rights protection in Russia by legalizing 
patent-related theft from unfriendly countries. Furthermore, if the current draft law is ultimately 
passed, it will legalize the expropriation and nationalization of foreign firms that have left 
Russia, either temporarily or permanently. In practice, the GOR is allowing and facilitating 
intellectual property theft of companies from “unfriendly countries”. Anecdotal evidence 
concerning individuals that have been wrongfully detained and not given due process sheds 
further light on the extent to which the rule of law has continued to deteriorate in Russia. 
Moreover, Russia’s expulsion from the Council of Europe represents the first member country to 
have been subject to such action and has primarily been motivated by Russian violations of the 
council’s principle rules of law after its invasion of Ukraine. 

Since the 2021 Review, freedom of information has continued to worsen in Russia. Russia’s 
government now prohibits virtually all independent reporting that contradicts the GOR’s 
rhetoric. This includes the promulgation of legislation criminalizing independent journalism that 
contradicts the government’s version of events, the violation of which is punishable by 
imprisonment for up to fifteen years. Nearly all independent domestic Russian media outlets 
have been either blocked, shut down, or chose to suspend operations after the government 
accused them of intentionally spreading disinformation. Many Russian journalists have been 
arrested for reporting “fake news”. In addition, since the Russian invasion of Ukraine, the GOR 
has increasingly blocked websites from which Russians could get information from outside the 
country’s borders. Russia’s latest score on the World Press Freedom Index, which measures the 
broad editorial freedom journalists have, dropped significantly in 2022 compared to its score in 
2021, which largely reflects the developments described above.  
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FINAL ASSESSMENT 

At the time of the 2021 Review, Commerce determined Russia to be an ME country for purposes 
of U.S. AD law. This determination was rendered with qualifications, however, as deteriorating 

market conditions were observed in many aspects of the Russian economy. As of 2021 , despite 

high and growing state ownership in the Russian economy, and despite the GOR's significant 
influence over pricing decisions of ce1tain commodities that affected the allocation of resources, 

offsetting market-oriented measures (e.g., the lifting of cunency conve1tibility restrictions and 

the easing of investment regulations), Russia ultimately maintained its ME status. Given the 

inconsistent direction of economic refo1ms, Collllllerce stated that it would "monitor the progress 
of refo1ms in the Russian economy for the near foture"295 to assess subsequent changes. 

Following the publication of the 2021 Review and the launch of Russia's war in Ukraine, 

Russia's prior liberalization initiatives on cunency conve1tibility and foreign investment have 

notably reversed course. Moreover, the backtracking of economic refo1ms identified by 

Collllllerce in 2021 continued unabated, including a demonstrable aggrandizement in 
government ownership and contr·ol over the economy; increase in government contr·ol over 

prices; and deterioration in rights associated with freedom of info1mation. When considered in 

totality, the developments that have unfolded since the publication of the 2021 Review indicate 
that the GOR has str·ong control and influence over Russia's economy, and that disto1tions 

associated with the GOR's growing influence over economic activity would render any cost or 

sales infonnation that Collllllerce could use for AD investigations unrepresentative of market

dete1mined outcomes. As such, Commerce now detennines that for purposes of U.S. AD law, 

Russia should be considered an NME country. 

Signed by: LISA WANG 

Lisa Wang 

Assistant Secretaiy 

11/9/2022 

for Enforcement and Compliance 

295 Ibid. 

68 

Barcode:4309525-01 A-821-835 INV - Investigation  - 

Filed By: Zachary Levene, Filed Date: 11/10/22 2:20 PM, Submission Status: Approved



69 
 

APPENDIX: SUMMARY OF PUBLIC COMMENTS 

1. Parties Who Support Maintaining Russia’s Status as an ME Country 

1.1 The Ministry of Economic Development of the Russian Federation 

The Ministry of Economic Development of the Russian Federation (the MED) believes that there 
were no developments justifying the review of Russia's ME status since Commerce’s October 
2021 determination that Russia continues to be an ME country.  

• Commerce should not conduct the ME review since: (1) the petitioner in the UAN 
investigation failed to provide evidence in support of its request; (2) none of the assertions 
regarding the six factors listed in section 771(18)(B) of the Act and highlighted in the 
statements by Commerce are adequately supported and documented; and (3) neither 
Commerce, nor the petitioner, presented any concerns with respect to Factor 2.  

• Certain financial measures were taken to counterbalance the actions by the U.S. and certain 
other countries introduced in February – March 2022 to destabilize the Russian financial and 
banking system.  

• Factor 1: The Russian ruble is freely convertible into the currencies of other countries. 
o The capital controls and restrictions on currency conversion that Commerce stated 

may have influenced the value of the ruble were taken to counterbalance sanctions 
imposed against the Russian financial system by countries, including the United 
States. Moreover, many of these targeted measures introduced by the GOR and the 
Central Bank of Russia (CBR) already have been abolished or liberalized. 

o The requirement that exporters convert 80 percent of new earnings overseas into 
rubles was abolished on June 10, 2022.  

o The ban on brokers executing transactions to sell securities on behalf of non-residents 
(including federal loan bonds) was introduced by the Bank of Russia on February 28, 
2022. On May 20, 2022, it was announced in the news that the Moscow Exchange 
may allow non-residents to trade securities as of the end of June 2022.  

o Commerce claims that the value of the Russian ruble has been influenced by the 
introduction of “a prohibition on Russians moving money to their own foreign bank 
accounts, extracting more than $10,000 in international currencies over the next six 
months, or taking more than that sum out of the country in cash”. These restrictions 
have since been liberalized.  
 As of June 8, 2022, the threshold for the transfer of foreign currency funds 

abroad has been increased to $150,000 USD or an equivalent amount in 
another currency. Russian residents and non-residents from countries not 
supporting sanctions can now transfer up to $10,000 USD or the equivalent in 
any other currency per month if money transfers are made through companies 
that provided money transfer services without opening an account. All non-
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resident individuals can still transfer funds from Russian accounts abroad in 
the amount of their wages. Legal entities from countries supporting sanctions 
are still not allowed to transfer funds from Russian accounts abroad. However, 
certain exemptions exist, such as money transfers for health and educational 
purposes, as well as payments for real estate utility bills. 

o Commerce’s allegation that natural gas purchased from Russia is required to be paid 
in rubles is incorrect. Rather, all parties of the agreement must agree to this change 
for it to occur.  

o Commerce alleged that banks and brokers are banned from exchanging dollars and 
euros. However, this is not a change to Russia’s normal practice because only banks 
have been and still are permitted to issue foreign currency in cash. Recently, the 
ability of Russian banks to issue foreign currency has been limited due to the low 
level of foreign currency liquidity in the Russian financial market. As of April 18, 
2022, banks were allowed to issue all types of foreign currency. As of May 20, 2022, 
there are no limits on banks’ ability to issue foreign currency.  

• Factor 3: The GOR does not limit foreign investors’ access to the Russian market. 
o Russia has continued to improve its business environment in order to increase its 

attractiveness for foreign investors. For example, since December 10, 2021, 
bureaucratic barriers were eliminated for industries open to foreign investments 
(ceramic, textile, brick and other industries, as well as meat processing plants, 
manufacturers of cosmetics and perfumes). In addition, Decree of the Government of 
the Russian Federation of March 10, 2022 No. 336 eased state and municipal control 
measures. 

o Commerce’s allegation regarding restrictions on foreign investment is not supported 
by references to any data that could confirm this assertion. In March 2022, the GOR 
approved Resolution No. 295, which required certain transactions and operations of 
Russian residents with citizens and firms from countries which have introduced 
sanctions with respect to Russia to be subject to approval by the Commission on 
Foreign Investment (CFI).  

o The behavior of foreign investors and the probable decline in foreign investments are 
also significantly affected by the disconnection of the major Russian banks from 
SWIFT, the blocking of accounts of the Russian organizations abroad, the 
downgrading of the Russian sovereign credit rating by foreign rating agencies 
(including due to the imposition of external restrictions that hampered Russia’s ability 
to repay its external government debt), unilateral restrictions imposed by the Visa and 
Mastercard payment systems, as well as the other external factors. 

o Commerce’s claim that the alleged nationalization of foreign firms may result in an 
increased share of government ownership in the economy is incorrect because it has 
largely been private Russian enterprises that have purchased foreign companies that 
have left Russia. For example, McDonald's, Fazer, Valio, Raisio, Imperial Brands, 
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Shell, and HomeCredit Bank have been bought by Russian private entities, and the 
Russian businesses of Schneider Electric, Reckitt, Stora Enso, UniCredit and 
Citigroup are expected to be sold to private entities. The only known exception is 
Renault, the stake of which in AvtoVAZ was sold to state owned enterprise “NAMI.”  
However, reportedly, under the deal, Renault can buy back its stake in AvtoVAZ.  

o Commerce’s allegation regarding the legislative proposal that would allow the 
government to “introduce external management” on departing companies “and then 
transfer these companies to those who want to work” is incorrect. The Russian 
President spoke about the protection of the “rights of foreign investors and colleagues 
who have decided to stay”, and the legal ways to be identified to prevent any damage 
to the local suppliers, markets, and employment in case certain companies decide to 
stop operations. According to the draft law, external administration could only be 
appointed following the decision of a court. In addition, certain conditions must be 
met, including that the company has no management in place. Moreover, the draft law 
referred to by Commerce is still under review.  

• Factor 5: The extent of GOR’s control over the allocation of resources and over the price and 
output decisions of enterprises is not significant. 

o Commerce’s allegation regarding the direction to steel and other metal producers is 
incorrect. No price controls have been implemented by the GOR with respect to steel 
and other metal producers.  

• Factor 6: Other factors do not weigh in favor of designating Russia as an NME. 
o On March 25, 2022, Chapter 24 “Crimes against public safety” of the Criminal Code 

of the Russian Federation was amended with article 207.3 “Public dissemination of 
deliberately false information about the use of the Armed Forces of the Russian 
Federation, the exercise by public bodies of the Russian Federation of their powers”. 

o The right to freedom of expression is protected by Article 19 of the Universal 
Declaration of Human Rights and is given legal force through Article 19 of the 
International Covenant on Civil and Political Rights. While the right to freedom of 
expression is fundamental, it is not absolute. The regulation on false or unproved 
information does not distort market conditions of the Russian economy and has no 
effect on the price behavior of entities.  

1.2 EuroChem  

EuroChem Switzerland (EuroChem) is a Swiss-based major global fertilizer supplier and a 
mandatory respondent in the UAN from Russia AD investigation. About 20 percent of 
EuroChem’s global fertilizer sales are Russian fertilizers. EuroChem claims that any 
developments since October 2021 in the Russian economy arising as a result of actions of the 
GOR are and have been transitory and at most of uncertain effect at this time, and do not justify a 
change in Russia’s ME status. Further, they are consistent with measures that have been taken by 
other countries that enjoy ME status to preserve market stability due to externalities. 
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• Factor 1: Currency Convertibility 
o Concerning the requirement that exporters convert 80 percent of new earnings overseas 

into rubles, the following developments have taken place: 
 Decree No. 79 dated February 28, 2022 required Russian residents engaged in 

foreign trade activities to convert 80 percent of new foreign currency revenue 
into rubles. 

 On April 29, 2022, the CBR reduced the conversion requirement to 50 percent 
for raw materials exporters and revoke the requirement for other exporters. 

 On June 10, 2022, the CFI abolished the requirement. 
 In addition, in late February 2022, the CBR’s financial reserves were frozen 

due to sanctions imposed by the United States and the E.U. against Russia. It 
forced the CBR to use more unconventional tools, including the mandatory 
currency conversion measure to support currency stability. Market economies 
have taken similar measures to support their national currencies in times of 
economic instability and financial volatility. The International Monetary Fund 
(IMF) notes that regulations on exports and export proceeds were tightened in 
16 countries in 2019. Countries such as Morocco, Argentina and Turkey 
strengthened regulations on repatriation and surrender requirements for export 
proceeds. Commerce recognizes these countries as market economies.  

o Concerning the ban of sales of preexisting securities held by foreigners, this measure 
was designed to avoid “fire sales” and is a legitimate means to regulate capital markets. 

o Concerning the prohibition on Russians moving money to their own foreign bank 
accounts, on March 5, 2022, the CBR restricted Russian residents from transferring 
over $5,000 USD abroad monthly to their own foreign accounts or accounts of close 
relatives. However, on May 16, 2022, the CBR relaxed the transfer cap to $50,000 USD 
and later, to $150,000 USD per month.  

o Concerning the requirement that natural gas purchased from Russia be paid in rubles, 
Decree No. 72 of March 31, 2022 distinguishes foreign buyers of natural gas between 
(a) buyers from “unfriendly states” (i.e., those that have imposed sanctions on Russian 
persons) and (b) buyers from friendly states and the Russian entity PAO Gazprom. 
Gazprom, which has an exclusive right to export natural gas in the gaseous state, is 
required as of April 1, 2022 to process payments in rubles under export contracts to 
unfriendly states. However, buyers coming from unfriendly states are allowed to make 
their payment in foreign currencies to a special account in Gazprombank, consistent 
with their contractual obligations. The gas payment procedure does not impose any 
restrictions on the price formation of natural gas. Thus, the procedure is compatible 
with Russia's WTO obligations. This measure is aimed at securing better financial 
stability in the Russian economy. 

o Concerning the ban on banks and brokers operating cash-based exchanges for dollar 
and euros, on March 9, 2022, the CBR introduced temporary restrictions on cash-based 
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exchanges for foreign currency. Those with accounts denominated in foreign currency 
could only withdraw up to $10,000 USD in cash per transaction, which was required 
to be denominated in USD regardless of the currency the account was denominated in. 
However, on April 8, 2022, the CBR eased the restrictions to allow physical persons to 
access the equivalent of $10,000 USD in either USD or Euros.   

• Assessment of Factor 2: Free Bargaining of Wage  
o The monthly national minimum wage in Russia is set at RUB 15,279 ($246 USD) as 

of June 3, 2022. The average wage per month amounted to RUB 57,244 ($922 USD) 
in 2021, and to RUB 60,101 ($969 USD) in January-March 2022, according to the 
Russian Federal Service of State Statistics (Rosstat). Both national and minimum 
wages have risen from 2019 and 2020, which was assessed in the 2021 Memorandum 
demonstrating that the overall wage policy in Russia is improving. 

o Russia’s unemployment rate reached its lowest historical rate in April 2022 of 4 percent 
– the equivalent of 3 million people, according to Rosstat and the MED. Russia’s March 
2022 unemployment rate in March 2022 was 4.1 percent.  

o Therefore, there have been no substantive changes to Factor 2. 
• Assessment of Factor 3: Foreign Investment Permission 

o On February 2022, the GOR promulgated Decree No. 81, which subjects certain 
transactions between residents of unfriendly states and Russian residents to approval 
by the CFI, including: (1) acquisition of property rights to securities and real property, 
and (2) credits and loans denominated in Russian rubles. Transactions with residents 
of friendly states, but involving assets acquired by residents of unfriendly states, are 
subject to the same approval procedure. 
 Transactions involving property rights to securities can be executed through 

organized exchange trading subject to approval from the CBR issued in 
collaboration with the MED. 

 While the new rule may create procedural obstacles for some transactions, there 
is no factual evidence that foreign investment is restricted through this rule. 

 Similar to the role the CFI plays in Russia, Committee on Foreign Investment 
in the United States has broad authority to review and impose mitigation 
measures on any critical or sensitive transaction. 

o Stating that foreign investment in Russia has declined notably in recent months 
oversimplifies the situation. Any such decline is attributable largely, if not entirely, to 
the imposition of foreign sanctions, the high degree of market uncertainty, and the 
economic decline of Russia, not increased GOR regulation of foreign investment. 
Voluntary exits from an economy do not necessarily mean that the economy is non-
market. The recent period when companies offshored their U.S. manufacturing 
capabilities to China did not render the United States an NME. 

• Assessment of Factor 4: Government Ownership of the means of production 
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o Russia continues to implement its privatization program managed by the Federal 
Agency on the Management of State Property (Rosimushestvo). Privatization sales 
exceeded the target value in 2021 by 146 percent (5.3 billion rubles).  

o On May 24, 2022, the State Duma undertook the first reading of draft bill No. 104796-
8 “On external management for organizations”, which also received a positive response 
from GOR. According to the draft bill, external management may be imposed on a 
foreign-owned company from an unfriendly state only by a court’s ruling. In addition, 
such a company must have effectively terminated operations in Russia or must be 
moving toward a de facto abandonment of its operations or bankruptcy. External 
management could be introduced for a maximum of 18 months, which could be 
extended for another 18 months should circumstances remain the same.  

o Government ownership has not increased in Russia since Commerce’s October 2021 
review when Commerce found Russia an ME country. There have not been any 
confirmed acts of nationalization by the GOR of any companies since October 2021. 
Commerce’s statement in its 2022 Memorandum alleging increased government 
control of the Russian economy is incorrect.  

• Assessment of Factor 5: Government control over resources’ allocation, prices, and output 
o From February 24 to June 3, the GOR did not adopt any legislation that would establish 

state control over steel and other metal prices in Russia.  
o In a meeting between Russia's Deputy Minister of Industry and Trade, Viktor 

Evtukhov, and steel company representatives on May 10, 2022, the Deputy Minister 
suggested that “the government did not plan to regulate exports of metals, neither 
volume, nor price, but that any potential price increase raises concerns.” He 
recommended that, if metal service centers voluntarily limited their profit on sales, it 
would ease metal price growth.  

o Steel pricing trends in Russia comport with the dynamics of prices in East Asia – both 
witnessed minor changes after February 24, 2022, and then returned to their previous 
levels. And Russian pricing post February 24, 2022 does not seem materially different 
than pre-February 24, 2022. Prices outside of Russia (e.g., the E.U.) declined more 
post-February 24, 2022 than prices in Russia.  

• Assessment of Factor 6: Other Appropriate Factors 
o Commerce claims that the GOR appears to have amended its “fake news laws” to make 

it illegal to knowingly spread false information about Russian state bodies. Commerce 
fails to explain the relevance of this factor as to whether Russia should be deemed an 
NME for AD purposes – i.e., why Russian prices and costs are thereby unreliable to 
calculate a dumping margin. In addition, many countries have enacted laws protecting 
their public bodies from defamation.   

o Commerce claims that changes to fake news laws have resulted in a clampdown of 
independent journalism. Despite several website access restrictions, major Western and 
international media outlets continue their operations in Russia, and there are simple 
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workarounds to ensure the free flow of information. In addition, although Russia’s 
international rankings for journalism freedom admittedly are low, Russia is not the only 
ME with a low World Press Freedom Index score. Turkey scores a close 149th place, 
Oman - 163rd, Egypt - 168th, India – a close 150th, Greece - 108th etc. Mexico, a ME, 
is repeatedly highlighted in the U.S. media as where it is not safe to be a reporter. 

1.3 TATNEFT 

PJSC TATNEFT (“TATNEFT”) agrees with the position of the GOR and EuroChem that Russia 
remains an ME country for purposes of AD law. TATNEFT believes that the GOR’s and 
EuroChem’s comments, which are substantiated by supporting documents, demonstrate that 
developments in the Russian economy since October 2021 with respect to the six factors 
enumerated in 19 U.S.C. § 1677(18)(B) continue to support Commerce’s October 2021 finding 
that Russia remains an ME country for purposes of the AD law. 
 

2 Parties Who Support Changing Russia’s ME Country Status  

2.1      CF  

CF Industries Nitrogen, LLC and its subsidiaries, Terra Nitrogen, Limited Partnership and Terra 
International (Oklahoma) LLC (collectively, “CF”) is the petitioner in the UAN from Russia 
investigation. CF claims that Russia does not operate on market principles of cost or pricing 
structures, so sales of merchandise in Russia do not reflect the fair value of the merchandise. CF 
further claims that the fundamental changes that the GOR has implemented inside Russia in the 
intervening months – particularly after its invasion of Ukraine – has made this conclusion even 
more valid.  

• The Russian Ruble is Not Freely Convertible into the Currency of Other Countries. 
o Following Russia’s invasion of Ukraine and foreign governments’ imposition of 

sanctions, the GOR introduced capital flow restrictions to stabilize the exchange rate 
and stop the outflow of foreign currency abroad to mitigate the impact of the 
coordinated sanctions. These measures include: (a) a requirement that exporters convert 
80 percent of new foreign exchange earnings to rubles on the Russian stock exchange; 
(b) restrictions on foreign currency transactions, including the provision or servicing of 
loans and making payments associated with buying and/or selling securities; (c) a 
prohibition on Russians moving funds to foreign bank accounts, withdrawing more 
than $10,000 in international currencies over six months, or exporting more than that 
sum in cash without approval; (d) a requirement that all-natural gas purchased from 
Russia be settled in rubles; and (e) a ban on banks and brokers from operating cash-
based foreign exchanges. 

o Since Commerce’s 2021 Decision, the GOR has implemented capital controls through 
the following legal acts: (a) Decree of the President of the Russian Federation “On the 
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application of special economic measures in connection with the unfriendly actions of 
the United States, foreign states that have supported the United States, and international 
organizations” dated February 28, 2022, No. 79 (with further amendments); and (b) 
Decree of the President of the Russian Federation “On additional temporary economic 
measures to ensure the financial stability of the Russian Federation” dated March 1, 
2022, No. 81 (with further amendments).  

o The CBR – which is an instrumentality of the Kremlin – has issued several Compliance 
Orders and Information Letters implementing the GOR capital controls set forth in 
Decrees Nos. 79 and 81. These guidance documents introduce additional restrictions 
on foreign currency transactions, including the following: (a) Compliance Order of the 
Central Bank of Russia dated March 1, 2022, which prohibits transfers outside Russia 
by foreign persons to accounts at foreign banks; (b) Compliance Order of the Central 
Bank of Russia dated March 4, 2022, which fixes a brokerage fee of 12 percent for 
purchases of foreign currencies; (c) CBR Information Letter No. IN-019-12/27 dated 
March 5, 2022, which sets a limit on transfers abroad; and (d) Clarifications of the 
Central Bank of Russia dated March 9, 2022, which establishes interim procedures for 
transactions in foreign currency. 

o The CBR also announced a ban on cash-based foreign exchanges for dollars and euros. 
o The Moscow Stock Exchange also prohibited the short selling of Euro, as of March 4, 

2022.  
• Wage Rates are Not Determined by Free Bargaining Between Labor and Management. 

o Wages in Russia are low and about 44 percent of the population is at or below the 
poverty line. Inflation has increased prices such that the minimum subsistence level is 
much higher than (some estimate twice as high as) the official poverty line. The 
situation has worsened in 2022 as inflation has risen significantly.  

o Russia’s artificially low wages, including official minimum wages below subsistence 
levels, reflect the fact that Russian workers are not “free to bargain with employers 
over earnings.”  

• The GOR Has Introduced New Restrictions on Foreign Investment and Foreign Investors’ 
Access to the Russian Market. 

o The measures issued by the GOR caused London-listed Russian stocks to collapse as 
their trading was suspended; the FTSE and MSCI indexes to expel Russian companies; 
and rating agency Fitch to downgrade Russia’s bond status to “junk” and call the 
country’s stocks “uninvestable.” 

o Legal acts restricting FDI and PI:  
 On March 1, 2022, the GOR issued Decree No. 81, which provides that all 

transactions between Russian companies and companies or individuals from 
“unfriendly countries” that give rise to an ownership right in securities or 
immovable property will be subject to approval by the CFI.  
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 On April 16, 2022, Russia adopted the Federal Law “On Amendments to the 
Federal Law ‘On Joint Stock Companies’” for mandatory delisting of 
depositary receipts representing shares of Russian companies from foreign 
markets, with subsequent conversion into Russian securities. For foreign 
investors, this means that as-of May 5, 2022, they cannot exercise any voting 
rights or receive dividends with respect to their shares, thus impeding their 
ability to meaningfully participate as investors in Russian-listed companies and 
severely disincentivizing foreign investment in them. 

o Other limitations on FDI and PI in Russia under consideration of the GOR: 
 Draft federal law “On the external administration for the management of a 

company” registered in the Russian State Duma provides for the appointment 
of external administration for foreign-invested companies exiting Russia. It 
states that the GOR’s Interdepartmental Commission may appoint the state-
owned corporation VEB.RF to act as an external administrator for such 
companies for a period of up to 18 months, subject to extension. VEB.RF will 
either: (1) place all or part of the shares (participation interests) in the company 
in a trust; or (2) transfer the powers of the company’s CEO to itself. After the 
reorganization is completed, the new entity would be sold at an auction in which 
the company’s foreign investors/shareholders and their affiliates would not be 
allowed to participate, while the external administration would have the pre-
emptive right to buy the new entity at the highest offered price. 

 In March, Russia’s Economic Development Ministry reportedly sent the GOR 
and the Prosecutor-General’s Office a list of some 60 foreign companies that 
have left the Russian market and may be nationalized, including marquee 
enterprises from a broad array of sectors such as Volkswagen, Apple, IKEA, 
Microsoft, IBM, Shell, McDonald's, Porsche, H&M, and others.  

• The GOR Owns and Controls the Means of Production in Russia to a Significant Extent 
o The draft law “On the external administration for the management of a company,” 

described above, provides for all counterparties being barred from unilateral out-of-
court termination of their contracts with the foreign-invested company. These 
provisions are likely to lead to even greater concentration of assets under state control. 

o Even in the absence of a formal law authorizing it to do so, the GOR is retaliating 
against foreign-invested companies that have chosen to exit the Russian market by 
intervening in the sales of such companies and/or their assets. As noted above, over 
750 foreign companies have curtailed operations in Russia since the invasion of 
Ukraine and the international community’s imposition of sanctions, and Russia’s 
Ministry of Economic Development reportedly sent the GOR and the Prosecutor-
General’s Office a list of some 60 foreign companies that have left the Russian market 
and may be nationalized. Although Russia has not yet adopted a formal law allowing 
the GOR to gain control over such companies, in practice the GOR is already injecting 

Barcode:4309525-01 A-821-835 INV - Investigation  - 

Filed By: Zachary Levene, Filed Date: 11/10/22 2:20 PM, Submission Status: Approved



78 
 

itself into the selling process to gain control of their assets. For example, French 
automaker Renault recently announced that it had negotiated a deal with the GOR that 
would allow Renault the option to resume business in the future. Renault agreed to sell 
its 68 percent stake in its Russian JV, AvtoVAZ, to a state-owned automotive research 
institute in Moscow, reportedly for a total amount of 1 ruble. Such a price does not 
reflect represent the true market value of the largest foreign investor’s ownership stake. 

• The GOR Exercises Control Over the Allocation of Resources and Over the Price and Output 
Decisions of Enterprises 

o Recent examples of the GOR exerting influence over prices in the Russian economy 
include: 
 Food. In 2022, the GOR established price controls for “social important 

products,” to ensure that Russians will be able to buy food, through an 
agreement with the retailers. 

 Agriculture. Russian fertilizer producers, including Acron, EuroChem, and 
PhosAgro, agreed to freeze the prices at which they sell fertilizers to Russian 
farmers for the 2021/22 marketing year (i.e., through the summer of 2022). 

 Pharmaceuticals/Medical Devices. In December 2019, the GOR passed a 
decree, which is still valid, setting a ceiling on prices for pharmaceuticals during 
registration and re-registration that are included in the “Vital and Essential 
Drugs List,” which contains over 700 products. Additional legislation was 
enacted in 2020, which authorizes the GOR to set maximum prices for 
medicines not included in the “Vital and Essential Drugs List” and medical 
devices for up to 90 days in case of an emergency. The law allows the 
government to control the price of medical products if there is a 30 percent or 
more price increase within a 30-day monitoring period. 

 Steel. The GOR has recently directed steel and other metal producers to reduce 
their domestic profit margins to keep local prices low. 

• Other Factors Weigh in Favor of a Determination that Russia is an NME 
o Rule of law 

 Russia has summarily exited the Council of Europe.  
 In 2021 alone, the European Court of Human Rights considered about 6,000 

cases against Russia. 
 The Russian Duma’s Deputy Speaker Pyotr Tolstoy said that the GOR was 

starting the process of unilaterally withdrawing from a series of international 
bodies, including the WTO and the World Health Organization (WHO).  

o Freedom of information 
 The GOR has blocked many Russian media outlets, including the leading 

independent Russian media, the Echo of Moscow radio station and TV Rain. 
Echo of Moscow’s frequency has already been assimilated into the state-
funded, propaganda outlet, Radio Sputnik. Meanwhile, the prestigious Novaya 
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Gazeta, whose editor-in-chief Dmitry Muratov received the Nobel peace prize 
in 2021, was forced to close down.  

 The GOR’s actions have led to the destruction of independent media in Russia, 
with more than 150 Russian journalists having fled abroad. 
 

2.2      Wiley  

Wiley Rein LLP (Wiley) requests that Commerce remove Russia’s ME status to prevent further 
distortions in antidumping proceedings. 

• Despite its previous decision, Commerce on October 29, 2021, noted that “given the 
observations in the determination, the request in the petitioner’s case brief, and the additional 
information gathered concerning changes to the economic conditions in Russia, we have 
determined to revisit Russia’s status as an ME country in the context of a CCR.”  Commerce 
emphasized that market-oriented reforms in Russia “have not progressed as significantly as 
expected and in some cases have backtracked.” As a result, Commerce explained that it 
would continue to “monitor the progress of reforms in the Russian economy for the near 
future for purposes of the antidumping duty law.”  

• Following Russia’s latest invasion, foreign-based enterprises left Russia, and foreign 
governments introduced sanctions against government officials and Russian state-linked 
enterprises. In response, the Russian government used existing, nonmarket control over the 
country’s economic and political systems to take further actions that were inconsistent with 
market economy principles. These actions undoubtably reverse any progress Russia has made 
to reform its economy and tip the balance of Commerce’s October 29, 2021 analysis in favor 
of finding that Russia does not function as a market economy. 

• Legal Framework 
o The statute defines a “nonmarket economy country” as “any foreign country that the 

administering authority determines does not operate on market principles of cost or 
pricing structures, so that sales of merchandise in such country do not reflect the fair 
value of the merchandise.”  It provides six factors that Commerce is to consider in 
determining whether a country should be treated as a nonmarket economy in U.S. 
antidumping proceedings.  

o The statute empowers Commerce to determine “at any time” whether a country 
operates as a nonmarket economy based on these factors. No factor is given 
dispositive weight. The inquiry is to determine whether the facts suggest that “the 
economy is generally operating under market principles.” In more recent market 
economy assessments, Commerce has considered the influence and control of 
political authorities over judicial and administrative processes, regulatory 
transparency, and the effect of corruption on economic outcomes.  

• While Russia may maintain certain trappings of a market economy, Russian authorities do 
not regulate the economy to facilitate fair competition and market-based outcomes.  
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Additionally, Russia has taken the initial steps to withdraw from the World Trade 
Organization and the WHO, further demonstrating its full-scale withdrawal from the global 
trading system.  

• Commerce addressed many of Russia’s recent nonmarket actions in its May 6, 2022, CCR 
memorandum. These include restrictions on foreign investment, increased government 
control of the means of production, nationalization of assets previously controlled by foreign-
owned private entities, direct control of production outputs and corporate profits, and other 
sweeping government interventions.   

• These actions will distort the sales and cost reporting of any Russian respondent participating 
in an antidumping investigation before Commerce, leading to an unrepresentative margin 
calculation. Additionally, because Russia is still available as a surrogate country, the values 
used to calculate the factors of production in nonmarket economy cases will also be distorted. 
For these reasons, it is crucial that Commerce expeditiously determine that Russia is a 
nonmarket economy within the meaning of the Act. 

2.3 Lion Elastomers 

Lion Elastomers LLC (“Lion Elastomers”) is the petitioner in the AD investigation of ESBR 
from the Russia Federation. Lion Elastomers states that Russia’s economy does not operate on 
market principles and should be considered a nonmarket economy country for purposes of 
antidumping duty proceedings. It also states that Russia has reverted to operating as a Soviet 
command economy since its invasion of Ukraine and since Commerce’s last review of Russia’s 
market economy status last year.  

• Factor 1: The ruble has become less convertible to the currencies of other countries 
o The GOR has implemented several capital controls and restrictions on currency 

conversion, including implementation of: (1) a requirement that exporters convert 80 
percent of new earnings overseas into rubles; (2) a ban on the sale of preexisting 
securities held by foreigners; and (3) a prohibition on Russians moving money to 
their own foreign bank accounts, extracting more than $10,000 in international 
currencies over a six-month period, or taking more than that sum out of the country in 
cash. 

o The ruble is trading at dramatically diminished volumes.  
o The CBR has stated that companies have been forced to suspend exports due to 

“difficulties with foreign currency payments.” 
• Factor 2: Wage rates in Russia typically are not determined by free bargaining between labor 

and management.  
o Russian workers have effectively no mechanism to bargain for wages due to harsh 

labor laws, and labor protests have become less frequent since Russia’s invasion of 
Ukraine. 

o Russia ranks 86th of 175 countries for labor freedom internationally.  
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o According to the Heritage Foundation, Russia’s economy is the 113th freest in the 
world, with a score of 56.1 out of 100 and is considered a “Mostly Unfree” economy. 

o In recent years, the majority of the Russian economy shifted from formal to informal 
employment sectors, such as construction and local public services. 

o While unions exist in Russia, they have little clout, and strict labor laws effectively 
prohibit Russian laborers from striking. 

o The Federation Council approved Federal Law Nos. 272 and 273 on July 8, 2022, 
which fundamentally remove free bargaining between labor and management.  
 Federal Law No. 272, Article 26, amends Russia’s defense laws to include 

provisions that “Ensur{e} that the Armed Forces of the Russian Federation, 
other troops, military formations and bodies conduct counter-terrorist and 
other operations outside the territory of the Russian Federation” by removing 
the legal right of private entities to refuse to enter into or conclude contracts 
that have provisions on the “performance of work.”  

 Federal Law No. 273, which amends Russia’s labor laws, states that “When 
introducing special measures in the sphere of the economy, the Government of 
the Russian Federation has the right to establish the specifics of the legal 
regulation of labor relations in individual organizations, their structural 
divisions and at individual production facilities, including the procedure and 
conditions for engaging in work outside the established working hours, at 
night, weekends and non-working holidays, granting annual paid holidays.” 
Further, the terms of consent are amended in Federal Law No. 273. The law 
states “Part two of Article 125 after the word “consent” shall be supplemented 
with the words, “except for the cases provided for by this Code,”” meaning 
the provisions in Federal Law No. 272, Article 26, or functionally, the current 
military operation in Ukraine.  

o Since Russia’s invasion of Ukraine, several Russian workers have reported 
experiencing wage arrears, which were also common in the 1990s, when Commerce 
considered Russia an NME country. 

o The increase in convict labor and hundreds of thousands of forcibly transferred 
Ukrainians add to the distortions in Russia’s labor market and interfere with free 
bargaining between labor and management. 

• Factor 3: Joint ventures or other investments by firms of other foreign countries are not 
permitted in Russia. 

o On March 1, 2022, the GOR promulgated Decree No. 81, providing that all 
transactions and operations between Russian companies or individuals from 
“unfriendly countries” that give rise to an ownership right in securities or immovable 
property will be subject to approval by the Government Commission on Monitoring 
Foreign Investment. 
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o On March 10, 2022, the GOR issued Compliance Order No. 018-34-3/1570, which 
restricts write-offs of securities from personal accounts of foreign persons or 
controlled persons not registered in Russia, effective for at least six months. 

o On April 16, 2022, Russia adopted the “On Amendments to the Federal Law ‘On 
Joint Stock Companies’ and Certain Legislative Acts of the Russian Federation” No. 
114-FZ, a federal law which provides for mandatory delisting of depositary receipts 
representing shares of Russian companies from foreign markets with subsequent 
conversion into Russian securities. 

o The GOR closed the Russian stock market for a month in March 2022, causing 
Russian stocks to collapse as their trading was suspended, the FTSE and MSCI 
indexes to expel Russian companies, and ultimately rendering Russia’s bond status to 
“uninvestable.” 

o On March 9, 2022, a committee in the Russian Duma approved a draft law that would 
allow the Russian government to nationalize the property of foreign firms that have 
exited or ceased operations inside the country since it invaded Ukraine. 

o The Russian Duma now allows Russian courts to appoint external management to any 
company of “significant importance” whose 1) revenue has decreased and 2) has not 
returned to its previous level by December 2022. Given the lack of rule of law and 
corruption in Russia, external management is nothing more than nationalization of 
companies at the discretion of the GOR. 

• Factor 4: The government has largely taken control of the means of production. 
o Sanctions imposed on Russia in response to Russia’s invasion of Ukraine have 

severed Russia’s access to an enormous portion of the global economy. As a result, 
many private and businesses have been cut off from their sources of external 
financing. What remains to keep these industries afloat is direct government support. 

o The CBR introduced sanctions-based capital controls ordering exporting companies 
(including energy titans Gazprom and Rosneft) to sell 80 percent of their foreign 
exchange revenues, taking control of these earnings in order to support the freefalling 
ruble. 

o The government also published an amendment to the Civil Code to make IP 
protection no longer a matter of rule of law. 

o FDI and the private sector are both in retreat in Russia which means the state sector 
has likely grown even larger.  

• Factor 5: The Russian Government Controls the Allocation of Resources. 
o On July 14, 2022, President Putin signed Federal Law No. 272, “On Amendments to 

Certain Legislative Acts of the Russian Federation,” which grants the GOR the right 
to introduce “special measures in the economic sphere” aimed at ensuring the support 
and continuation of counter-terrorism operations by the Armed Forces of Russia. This 
new law modifies Federal Laws No. 223 and No. 44 to allow the GOR to change the 
essential terms of existing contracts with any legal entity in the Russian Federation, 
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regardless of its organizational structure and form of ownership, forcing them to 
redirect their production capabilities toward military equipment such as vehicles, 
arms and munitions, and other hardware vital to military operations. These legal 
entities no longer have the right to refuse new orders or conclude existing state 
contracts for the supply of goods, services, and performance of works within the 
framework of public procurement or state defense orders. 

o That same day, President Putin signed Federal Law No. 273, “On Amendments to the 
Labor Code of the Russian Federation.” This law provides GOR the ability to 
implement the special measures envisioned in Federal Law No. 272 and enables 
businesses to meet the state’s needs by dramatically changing the regulation of labor 
relations: “…the Government of the Russian Federation has the right to establish the 
specifics of the legal regulation of labor relations in individual organizations, their 
structural divisions and at individual production facilities, including the procedure 
and conditions for engaging in work outside the established working hours, at night, 
{on} weekends and non-working holidays, {and} granting annual paid holidays.” 

o On March 10, 2022, Russia’s deputy minister for industry and steel directed steel 
companies to reduce their profit margins on domestic sales to a maximum of 20-25 
percent by lowering local prices on the commodities. Other portions of the metal and 
mining sectors have seen the introduction of price controls, and a fixed rate of 5,000 
rubles per gram on gold purchases has also been announced. 

o There have also been indications of the GOR directly managing the allocation of 
economic resources to support the Russian military rather than indirectly through 
government procurement contracts. Notably, the GOR has begun stripping 
microchips, semiconductors, and other inputs from home appliances such as 
refrigerators and dishwasher for use in Russian military equipment.  

• Factor 6: Other factors indicate the Russia should be considered a non-market economy 
o Corruption remains pervasive in the Putin government, which often extorts private 

businesses. 
o Russia also lacks the rule of law. Russia ranks 101st out of 139 countries observed for 

adherence to the rule of law. 
o There has been a dramatic increase in restriction of information within Russia. 
o Prior to the invasion of Ukraine, Russia publicly updated most economic data on a 

monthly basis, but, since the invasion, ceased releasing economic statistics of all 
types to the public. The lack of information hinders and prevent businesses from 
pursuing normal profit-making activities. 

o Compounding the issue is the rapid implementation of “fake news” laws that now 
restrict the flow of information by making it illegal to share any information deemed 
treasonous by the GOR. 
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3 Rebuttal Comments 

3.1 The Ministry of Economic Development Rebuttal Comment to CF’s Comment 

The MED submitted a rebuttal response to CF’s comment in the UAN CCR. In that comment, the 
MED states that CF’s allegations are based largely on information contained in the comments, 
submitted by the petitioner in September 2021, which it addressed in its initial comment. 
Moreover, those allegations do not describe the background against which the measures were 
introduced.  

• Factor 1: 
o All measures put in place by the GOR concerning currency conversion requirements 

were addressed in the Ministry’s June 10, 2022 comments. The measures put in place 
by the GOR and CBR were in response to an economic emergency and do not merit 
Russia’s re-designation as an NME country. 

• Factor 2:  
o The wage rates in Russia are market-based and are generally determined by 

agreements. In accordance with the Labor Code, wage rate decisions are made by an 
employer, taking into account the views of the employee’s representative body. In 
accordance with Article 132 of the Labor Code, the wage rate of each employee 
depends on his or her qualifications, complexity of the work performed, the amount 
and quality of labor expended, and is not subject to a cap. For the last 10 years, there 
have been no cases of illegal refusals of employers to enter collective bargaining with 
employees. 

o In its comments the petitioner mentions that “{t}he GOR introduced new criteria for 
calculating the poverty line to separate the poverty line from consumption and the 
uncontrollable rise in prices”, claiming that “{t}he average income of the population is 
now considered as a benchmark instead”. While it is true that the methodology has been 
changed, it now uses the median level of income, which is a better measure because it 
is not affected by very high values.296 The poverty line is now calculated based on the 
minimum subsistence level for the fourth quarter of 2020 and subsequently recalculated 
taking into account consumer price index obtained by implementing the chain method. 
The advantages of the newly introduced model are that the “poverty rate” indicator is 
comparable to past periods and takes into account the impact of inflation on poverty. 
This approach is used in the other market economy counties, including in the E.U. and 
the U.K. and is based on the application of international standards set out in the Manual 
on Poverty Measurement. 

 
296 The median income (wage) is the amount which divides the income (wage) distribution into two equal groups, half 
having income (wage) above that amount, and half having income (wage) below that amount. The median is not 
affected by a few very high values. 

Barcode:4309525-01 A-821-835 INV - Investigation  - 

Filed By: Zachary Levene, Filed Date: 11/10/22 2:20 PM, Submission Status: Approved



85 
 

o In 2021, the median wage rate increased by 17 percent to an average of 35 thousand 
rubles. At the end of May 2022, the median wage across all industries in Russia was 
41,230 rubles.  

o The petitioner also asserted that “the rise in prices, which has now reached double 
figures, reveals the failure of the data to reflect capture reality,” as President Putin 
personally intervened by raising the minimum subsistence level from 2.5% to 8.6%”. 
However, the reason the living wage was increased was because the indexation of the 
subsistence level included in the draft federal budget for 2022 significantly lagged 
behind the actual inflation level for the year, which has risen in many countries across 
the world, including Russia and the U.S.  

o Finally, the petitioner put forward outdated estimates concerning minimum wage rate 
and the retirement pension. Since June 1, 2022, minimum wage, living wage and 
retirement pension in Russia have been indexed and increased by 10 percent: minimum 
wage stands at 15,279 rubles (roughly 270 U.S. dollars) per month, while living wage 
is 13,919 rubles (roughly 240 U.S. dollars), and the average retirement pension 
amounts to 19,360 rubles (roughly 337 U.S. dollars) per month. 

• Factor 3: 
o The petitioner is wrong in claiming that “the GOR has issued a number of measures 

imposing severe restrictions on joint ventures and other foreign investments and foreign 
investors”. Although certain actions were taken to protect investors, both Russian and 
foreign, from sanctions leading to panic sales and the consequent depreciation of assets, 
the GOR did not block foreign investors’ access to the Russian market.  

o The petitioner refers to an article by Sebastian Shehadi issued on March 3, 2022, which 
states that “foreign investment in Russia is…essentially “dead”. However, as of March 
3, 2022, it was too early to make such a determination. Since then, multiple foreign 
companies have decided to stay on and even enter the Russian market. 

o Concerning the claim that credit rating agency Fitch downgraded Russia’s bond status 
to “junk”, the rating agencies’ conclusions are normally said to reflect the country’s 
ability to repay its debts. Fitch rating below BBB may speak not to whether a country 
follows market principles, but to its poor financial discipline, which is still not the case 
for Russia, which is committed to and capable of complying with its financial 
obligations but is being prevented from doing so by the U.S. authorities. 

o Concerning the petitioner’s claims referring to the investment screening performed by 
CFI, it was explained in detail in “Factor 3” section of the Ministry’s June 10 comments 
that this body’s activities are designed to protect investors against financial volatility 
and prevent the freezing of their assets by certain foreign governments. Consequently, 
this mechanism facilitates the development of mutually beneficial long-term relations 
of Russia with foreign investors based on market principles. 

o The petitioner characterizes the Federal Law dated April 16, 2022, No. 114-FZ “On 
amendments to the Federal Law ‘On Joint Stock Companies’ and certain legislative 
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acts of the Russian Federation” as impeding the ability of foreign investors to 
“meaningfully participate as investors in Russian-listed companies and severely 
disincentivizing foreign investment in them”. This law was introduced to protect the 
rights and interests of investors and to counterbalance the measures of foreign 
institutions (in particular, Euroclear and Clearstream) that block Russia-related 
operations. 

• Factor 4: 
o The petitioner attempts to make an argument that “GOR control over the economy is 

likely to expand in the near future” and refers to the draft legislation on the appointment 
of external administration for foreign companies leaving Russia as evidence that 
“private enterprise is receding in Russia.” The MED addressed both issues in its initial 
comments. 

• Factor 5: 
o The petitioner argues that “the GOR has increased its control over prices in a range of 

sectors, imposed extensive controls over resource allocation within Russia, and 
restricted exportation of key products.”  

o The constitutional principle of freedom of economic activity is furthered by the 
principle of freedom of contract, enshrined in the Civil Code. As such, prices in the 
Russian economy are generally freely determined by the market forces. Government 
resolutions No. 311 and No. 312 were introduced to mitigate the risks of a critical 
shortage of the covered goods. These measures are non-discriminatory in nature, and 
they do not provide for the transfer of control over resource allocation to specific legal 
entities or in favor of the state. They also provide for a wide list of “horizontal” 
exemptions from the export ban and permit procedures. They do not affect pricing 
mechanisms, but only the way purchasing can be made. Competitive purchases can be 
made through electronic requests for quotations, auctions, or competitive tendering, 
depending on the circumstances. As such, certain temporary emergency measures do 
not provide for the emergence of any price controls and do not merit Russia’s re-
designation to an NME. Having outlined that, the Ministry submits that contrary to the 
petitioner’s allegations, no price controls have been introduced since the previous 
revision of Russia’s economy status in October 2021. 

o The Law No. 381-FZ provides for the possibility of establishing maximum retail prices 
for certain types of socially important food products for a period of not more than 90 
calendar days. No corresponding legal acts are currently being developed by the GOR. 

o Because of COVID-19, certain legal acts in the field of drug provision of the population 
were introduced. Federal Law No. 67-FZ of March 26, 2020 “On Amendments to 
Article 60 of the Federal Law “On the Circulation of Medicines” and Article 38 of the 
Federal Law “On the Fundamentals of Protecting the Health of Citizens in the Russian 
Federation” provide that in order to combat the speculative rise in prices for medicines, 
the GOR has the right to apply a market method of price regulation in emergency 
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situations. To date, these measures have not been required. In general, similar 
mechanisms have been developed and applied by various ME countries, including 
direct and indirect methods of price regulation (including duties, excise stamps, 
environmental and other fees), as well as instruments affecting money circulation 
(including with the help of monetary policy, budget planning, etc.), or other regulatory 
requirements (certification of products, depreciation, minimum wage levels). 

• Factor 6: 
o The petitioner is wrong in claiming that the GOR may soon proceed with withdrawing 

Russia from additional international organizations, including the WTO and the WHO, 
and not abide by the rules of international law. However, the GOR assesses that the 
existing international treaties cannot be recognized as being inconsistent with the norms 
of international law and cannot be used as evidence of Russia’s deviation from the 
internationally recognized rule of law or of Russia’s unilateral refusal to fulfill its 
international obligations. 

 
3.2 EuroChem’s Rebuttal Comment to CF’s Comment 

EuroChem states that CF failed to reflect new information since October 2021 to determine 
whether Russia is a market economy. 

• As described in Commerce’s Notice, interested parties may submit comments and factual 
information regarding developments in the Russian economy since October 2021 with 
respect to the factors enumerated in section 771(18)(B) of the Act. By extending the deadline 
for submitting comments to June 10, 2022, Commerce has set a fixed timeframe for the 
period of investigation (POI) for this CCR from October 1, 2022, to June 10, 2022. 
Commerce should only consider arguments and new information pertaining to events within 
this POI in this CCR. 

• CF mentioned few facts pertaining to the post-October 2021 timeframe and brushed over the 
legislative and regulatory developments that have taken place in Russia since April 2022 that 
substantially repealed the temporary restrictions adopted in late February and early March 
2022. CF ignored that the temporary decree mandating the conversion of foreign currency 
proceeds from export sales to rubles was revoked. CF failed to address events during the POI 
that document there was not good cause for a CCR and support that Russia is still an ME. 

• CF failed to provide substantive comments on recent changes in Russia related to the six 
statutory factors, reflected in Commerce’s “Reconsideration of Russia’s Status as a Market 
Economy Country” memorandum. 

• According to Commerce’s Notice, the full description of recent changes in Russia related to 
the six statutory factors are in Commerce’s “Reconsideration of Russia’s Status as a Market 
Economy Country” memorandum. Though interested parties may comment on issues and 
factors other than those outlined in the relevant Commerce Memorandum, we understand 
from Commerce’s typical practice that Commerce expected interested parties to focus on 
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recent changes in Russia within the CCR’s POI that could lead to the revocation of Russia’s 
ME status. Instead, CF merely repeated its allegations that Russia is an NME from its 
September 2021 filing, allegations that were rejected by Commerce, as Commerce’s October 
2021 decision to preserve Russia’s ME status demonstrates. 

• Regarding Factor 1: 
o CF failed to describe the changes that have occurred since April 2022. CF ignored 

that the requirement to convert currency from foreign sales into rubles was 
relaxed and then abolished in June 2022. Also, CF failed to mention the gradual 
rise of the maximum money transfer cap from Russia for residents, which 
effectively allows all Russian residents to freely transfer currency out of the 
country. Finally, CF did not address that other market economies have 
implemented measures that are similar to Russian capital controls. 

o Although the GOR implemented the most stringent and extensive capital controls 
since 2001, ME countries also implement similar capital controls. GOR was 
responding to unprecedented actions taken with the stated intent to disrupt the 
Russian economy and those GOR actions were targeted, of limited duration and 
consistent with stabilization actions taken by other market economies. 

o CF also failed to address the economic rationale for the challenged measures. CF 
highlighted that Russia suspended gas supplies to Poland, Bulgaria, Finland, and 
Denmark, which had refused to pay for natural gas under the new scheme, but 
ignored the fact that Italy, Germany, France, Hungary, and other European 
countries continue to transact with Russia under the new scheme. Also, CF failed 
to acknowledge that the European Commission allowed European companies to 
transact with Russia under the new scheme. CF also fails to clearly articulate how 
the new payment scheme contradicts Russia’s ME status, given that the scheme 
does not impact the price for natural gas exported from Russia, which remains 
subject to sale and purchase agreements between buyers and free-market forces. 
CF fails to mention the repeal of the prohibition on Russian banks from selling 
foreign currency in cash, including dollars and euros. 

• Regarding Factor 2: 
o CF does not provide any new information that would justify any change in the 

wage rates formation in Russia since October 2021. CF’s inflation impact 
argument does not accurately describe how governments set wage rates; instead, 
inflation impacts the economy as a whole and determines whether salaries keep 
their purchasing power rather than the market nature of their bargaining. CF 
provided misleading information concerning official income statistics, which 
allegedly place 44.2% of Russia’s population at or below the poverty line. 
According to Rosstat, the Russian Statistics Service, as of the end of 2021, 16 
million Russian citizens lived at or below the poverty line (defined as 11,908 
RUB or around 210 USD), which equals 11% of Russia’s population.  
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• Regarding Factor 3:  
o CF wrongly alleges that foreign investment is essentially “dead” in Russia. As 

EuroChem showed in its filing, there is no clear evidence of the level of FDI in 
Russia since late February 2022, but data for 2021 show that FDI in Russia was 
steadily increasing. Also, despite the fact that several major companies from 
Western countries decided to terminate their business in Russia, others remain in 
the market, and new investors from more Russia-friendly jurisdictions are 
entering the market. Thus, the allegation that FDI is “dead” in Russia is baseless. 

o Moreover, CF itself admitted that Russia imposed measures restricting both FDI 
and Portfolio Investment (PI) in Russia following the international community’s 
imposition of sanctions. As EuroChem noted in its filings, the United States 
prohibited all new investment by U.S. persons in Russia on April 6, 2022 after 
steady expansion of more targeted restrictions on investment, monetary flows and 
trade. If these prohibitions had not been imposed against Russia, Russia never 
would have implemented the temporary, internal measures that CF highlights in 
its submission. CF failed to analyze the facts that approval of all transactions with 
residents of “unfriendly states” by the CFI.  

o CF claims that the Federal Law No. 114 of April 16, 2022 means that “as of May 
5, 2022, foreign investors cannot exercise any voting rights or receive dividends 
with respect to their shares, thus impeding the ability to meaningfully participate 
as investors in Russian-listed companies.” This statement is incorrect. Though the 
law requires closing depository accounts, it also provides for a transfer of shares 
from depository accounts to share accounts. Thus, the voting rights and dividend 
rights will shift from being under depositary receipts to being under shareholding 
rights of the issuing Russian-registered company. This restriction does not apply 
to depositary receipts acquired before March 1, 2022, or if there is a special 
permission from the CFI.  

o Furthermore, when CF describes the draft law “On the external administration for 
the management of a company,” CF fails to mention the grounds that could 
trigger the appointment of an external administrator, e.g., the failure of a foreign 
investor from an unfriendly state to continue business operations in Russia. The 
law would allow for the continued operation of businesses (and employment of 
individuals) abandoned by foreign shareholders.  

• As to Factor 4: 
o CF makes unsubstantiated claims that Russia “is forcing the transfer of foreign 

companies’ assets under non-market conditions.” In any event, as EuroChem 
explained in its filing, transfers of foreign companies’ assets to Russian investors 
happen voluntarily under freely negotiated commercial terms, where have been no 
forced transfers of assets. 

• As to Factor 5: 
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o Commerce referred to an alleged price control situation in the Russian steel 
market. CF fails to elaborate on this statement or provide any proof of its validity. 
On the contrary, CF just refers to the same S&P Global article of March 14, 2022, 
to which Commerce referred in its 2022 Memorandum. CF refused to use the time 
given by Commerce to investigate the matter further and left this argument as is. 
Russian metal prices follow the overall global market trends and are currently 
under great pressure of overproduced stock, which cannot be exported to 
traditional consuming markets due to sanctions. This pressure, not the alleged 
government control or direction, is driving domestic prices down. 

o Furthermore, CF argues that Russia imposed additional price controls and cites 
several regulatory acts as illustration. This claim is false. Presidential Decree No. 
100 of March 8, 2022 directs the GOR to compile a list of goods and raw 
materials prohibited for export from or import to Russia through December 31, 
2022. Subsequently, on March 9, 2022, the GOR imposed export restrictions 
regarding some medical devices, gas generators and turbines, engines, heavy 
machinery and equipment, etc. All of these restrictions are temporary in 
accordance with the Presidential Decree No 100. Export restrictions are quite 
common for MEs of all types. Finally, CF’s reference to Governmental 
Resolution No 297 of March 6, 2022, does not have any relation to the alleged 
additional price control. That resolution facilitated the government procurement 
process for medical devices and raised caps for annual contract allocation. 
According to the Russian laws on government procurement, the electronic 
requests-for-quotation (RFQ) is just one method for initiating the procurement 
process. In an RFQ, a procuring agency announces a bid with a maximum 
contract price, and the bidder that offers the lowest price generally wins. 
Governments of ME’s set their own procurement practices including U.S. Buy 
America law and extensive government procurement regulations. That does not 
affect their ME status. 

o CF argues that the GOR exerts substantial influence over private companies to 
freeze prices and specifically refers to cases where retailers “agreed to limit” the 
prices for food earlier this year. First, the existence of the GOR’s power to set 
price caps for certain types of socially important goods was recognized in 
Commerce’s 2021 Memorandum and is not a new authority. Furthermore, the 
decision to pursue agreements with producers of socially important products was 
first introduced in late 2020. Such agreements were concluded only for sugar and 
sunflower oil up to October 2021. Currently, according to the Federal 
Antimonopoly Service, price caps for socially important products have reached 
their lowest levels since last year, due to voluntary decisions of retailers to limit 
the profitability, not as a result of any agreement between the GOR and retailers. 
Overall, this price cap regulation and agreements with retailers existed long 
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before the POI and were not given any substantial weight by Commerce in its 
2021 Memorandum. For comparison purposes, we note that on June 14, 2022, 
President Biden sent a letter to major U.S. oil refining companies requiring them 
to explain their price policies and calling the current refinery profit margins 
“unacceptable.”   

o CF also refers to the decree placing a ceiling on prices for pharmaceuticals during 
registration and re-registration that are included in the “Vital and Essential Drugs 
List.” CF made the same reference in its 2021 submission, which Commerce 
already considered at that time in finding Russia an ME. Even the government of 
the United States, an ME, is currently considering imposing price caps for 
essential drugs, such as insulin, and experts are urging Congress to pass related 
price cap legislation as soon as possible.  

• As to Factor 6:  
o CF says that Russia ceased to be a member of the Council of Europe and that the 

European Court of Human Rights (ECHR) considered about 6,000 cases against 
Russia in 2021. First, Armenia, Azerbaijan, Moldova, and Georgia are members 
of the Council of Europe, even though Commerce has designated all of these 
countries as NMEs. Second, it is also hard to see how the number of cases filed to 
the ECHR corresponds to ME status, given that an ME/NME designation 
primarily relates to price formation principles. According to the ECHR, in 2021, 
Turkey had almost as many ECHR cases considered as Russia, followed by 
Ukraine, Romania, and Italy. All these countries are designated MEs. CF also 
argues that Russia is going to exit international organizations and may not abide 
by the rules of international law, citing the Russian Deputy Speaker of the State 
Duma, Pyotr Tolstoy, as a reference. Although Mr. Tolstoy did say the above, he 
does not control Russia’s foreign policy or membership in international 
organizations. President Putin ordered the GOR to update its strategy in the WTO 
and submit proposals on potential WTO litigation against sanctions.  

• Wiley failed to provide substantial evidence and arguments on the six statutory factors 
regarding the POI. Similar to CF, Wiley restricted its submission mainly to citing its previous 
submission for the previous review of Russia’s ME status by Commerce in October 2021 
without presenting any additional facts or making any additional arguments.  

• In Commerce’s Notice of this CCR, Commerce said that it would decide the CCR within 45 
days if all parties agree. We believe that all parties agree that the CCR should end. Certainly, 
that is EuroChem Switzerland’s position. But it is also the position of the only other two 
parties in this matter (CF and Wiley). Both, by their failure to actually address developments 
since Commerce’s October 2021 finding that Russia is a ME, much less with detail and 
support, effectively acknowledge and indicate that there is no good cause for a CCR at this 
point, and thus it should end. 
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3.3 CF’s Rebuttal Comment to the GOR/MED and EuroChem’s Comment 

CF claims that the GOR’s and the EuroChem’s comments do not support the conclusion that 
Russia operates on market principles. Therefore, in accordance with section 771(18) of the Act, 
Commerce should determine that Russia is an NME country. 

• Factor 1: 
o The GOR and EuroChem confirm in their comments that some of the measures that 

Commerce identified in its Memorandum on Reconsideration of Russia’s Status as a 
Market Economy Country dated May 6, 2022 (Initiation Memo) were introduced by 
Russia since October 2021. Although some measures were amended or eased, there 
remains a high possibility of intervention by the GOR, which prevents the ruble from 
being freely convertible and distorts Russia’s currency market. Thus, this factor 
weighs in favor of finding that Russia is an NME country. 

o With regard to the requirement that exporters convert 80 percent of new earnings 
overseas into rubles, the GOR and EuroChem assert that on June 10, 2022, the CFI 
“abolished the requirement for exporting companies both in primary and non-primary 
sectors to convert 50% of their foreign currency earnings. This requirement is also 
abolished in respect of foreign- currency denominated export contracts.” This means 
that, while companies may no longer be obligated to sell 50 percent of their foreign 
currency earnings, the CFI now has the authority to determine any other amount of 
foreign currency earnings, at any time, which the company must sell. This new 
measure is less transparent and monitorable than the previous measure, since 
Presidential Decrees are available for search on the governmental legislative website, 
while decisions by the CFI are often internal and the only way to find out about a new 
measure is to look through news. 

o The GOR confirms in its comments that the GOR has imposed a measure regarding a 
ban on the sale of preexisting securities held by foreigners. It merely states that the 
“introduction by the GOR and the Bank of Russia of a restriction regarding the 
preexisting securities held by foreigners was a direct result of sanctions implemented 
by certain countries.”  

o The GOR and EuroChem acknowledge that “the transfer by residents of foreign 
currency into the accounts (deposits) opened in the banks and other organizations of 
the financial market located outside the territory of the Russian Federation, was 
temporarily banned”, although they assert that the cap was gradually eased from 
10,000 US dollars to 150,000 US dollars. However, the GOR passed in the third (and 
final) reading a law which gives the Russian President the right to impose large-scale 
restrictions on the operation of Russia’s financial and banking systems and currency 
transfers. Article 5 of the draft law “On Amendments to Certain Legislative Acts of 
the Russian Federation” prescribes that the President shall have the power to impose 
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restrictions on operations on accounts and deposits, as well as “freeze (block) 
property” of individuals and legal entities.   

o Regarding the requirement that all natural gas purchased from Russia be paid in 
rubles, the GOR and EuroChem argue that this payment mechanism does not restrict 
the rights of foreign companies or their access to gas supplies, as “nearly half of all 
companies having contracts with Gazprom (a total of 54 companies) have opened 
accounts with Gazprombank.” However, the first statutory factor refers to the extent 
to which the currency of the foreign country is convertible into the currency of other 
countries, not to the ability or inability of companies to perform contracts or open 
special accounts for that purpose. The existence of this measure is evidence that the 
GOR is hindering the ruble’s convertibility. 

o Regarding the GOR’s ban on banks and brokers from operating cash-based foreign 
exchanges for dollars and euros, the GOR asserts that, “as of April 18, 2022, banks 
were allowed to issue all types of foreign currency, which has been received by the 
banks starting from April 9, 2022. As of May 20, 2022, there are no limits imposed 
on banks to issue foreign currency.” As far as the US dollars and euros are concerned, 
the restriction outlined above remains in place – banks can only issue foreign 
currency, which has been received by the banks starting from April 9, 2022. 
However, the provision that banks can only issue U.S. dollars and euros, which have 
been received by the banks starting from April 9, 2022, is a de facto restriction 
because the number of U.S. dollars and euros banknotes is limited within Russia due 
to prohibition of export of U.S. dollar and euro banknotes by the United States and 
European Union. 

• Factor 2: 
o The GOR declined to comment on this factor. EuroChem argues that wage policy in 

Russia and employment rates are improving, but it does not address the extent to 
which wage rates in the Russia are determined by free bargaining between labor and 
management. 

o EuroChem then asserts that unemployment rate figures are at historical lows. 
However, these unemployment figures also reflect the GOR’s interventions in the 
Russian labor market, as it is reportedly pressuring companies to maintain non-
economic levels of employment. Moreover, neither the GOR setting monthly 
minimum wages at a particular level nor its pressuring private entities to maintain 
levels of employment reflect free bargaining between workers and employers. 

• Factor 3: 
o The GOR argues that “no governmentally forced nationalization has taken place in 

Russia since October 2021” and that “the draft law referred to by Commerce {on 
external administration} is still under review.” However, although the draft law “On 
the external administration for the management of a company” has not yet been 
adopted, it is in the process of being adopted (having recently been adopted in the 
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first reading). Such a preemptive right to purchase shares of a legal entity by external 
administration is contrary to the principle of freedom of trading. The possibility of 
external administration interfering in auctions can lead to the concentration of a large 
number of assets of companies that have left Russia under state control. Further, the 
draft law provides the state with the ability to decide through such external 
administration which companies may operate, and which may be expropriated, which 
amounts to a de facto vehicle for the GOR to nationalize entities and control the 
economy. Thus, Commerce should find that Russia’s foreign investment regime is not 
market based and, therefore, that this factor supports a determination that Russia is an 
NME country. 

• Factor 5: 
o EuroChem asserts that Commerce’s observation concerning GOR control over steel 

prices was based on “assumptions as to a May 10, 2022 meeting between Russia’s 
Deputy Minister of Industry and Trade, Viktor Evtukhov, and steel company 
representatives.” However, at this meeting, the Deputy Minister said that “‘the 
government did not plan to regulate exports of metals, neither volume, nor price, but 
that any potential price increase raises concerns.” In addition, in a publicly available 
recording, Deputy Minister Evtukhov told steel company representatives that “we are 
not satisfied with the prices set today for all types of metal products. Prices must be 
lowered. The maximum markup that we can allow you is 20-25%. . . Steel products 
must be in the country at low prices.” He also threatened the steel company 
representatives that “if we do not agree, …{and}. . . If we find out that you are 
reselling further, inventing schemes – the prosecutor’s office and the Office of 
Economic Security and Anti-Corruption in all regions will examine your business 
activities.” Moreover, on June 17, 2022, during a speech at the St. Petersburg 
International Economic Forum, Deputy Minister Evtukhov stated that “Russian 
authorities will subsidize steel exporters’ logistics costs after all.”   

o In addition, EuroChem submits tables that present price changes on various steel 
products show that Russia has had the lowest prices in 2022 compared with East 
Asia, North Europe, South Europe, North America, and Turkey, which is likely due to 
the GOR’s intervention.  

• Factor 6: 
o The GOR and EuroChem contest Commerce’s statement that the GOR has amended 

its so-called “fake news laws” to make it illegal to knowingly spread false 
information about Russian state bodies. They also contest whether such laws are 
relevant for determining whether prices and costs within Russia are reliable for 
calculating dumping margins. However, Commerce’s practice is to consider policies 
regarding freedom of information, human rights, and the rule of law in considering 
“such other factors as the administering authority considers appropriate.” Commerce 
considered the degree of corruption that exists in Russia, the extent to which Russia 
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maintains an established rule of law system, and restrictions on the freedom of 
information in Russia and the impact they may have on the market. Such factors 
remain relevant because they illuminate Russia’s economic dynamics, development, 
and trajectory. Furthermore, as explained in the Petitioner’s NME CCR Comments, 
the GOR’ has more recently deprived Russian individuals and legal entities of 
freedom of information and access to Russian independent media. 
 

3.4 The Ministry of Economic Development of the Russian Federation’s Rebuttal 
Comment to Lion Elastomers’ Comment 

The MED claims that the transition of the ME review to the ESBR investigation, in particular at 
its current phase, raises procedural concerns. In addition, the petitioner of the ESBR 
investigation did not provide in its comment any new relevant evidence that could indicate any 
changes in the core features of the Russian economy or its regulatory framework since October 
2021.  

• The transition of the ME review to the ESBR investigation, in particular at its current phase, 
raises procedural concerns.  

• In addition, the petitioner of the ESBR investigation did not provide in its comment any new 
relevant evidence that could indicate any changes in the core features of the Russian 
economy or its regulatory framework since October 2021.  

• If Commerce determines Russia to be an NME country, that will violate U.S. WTO 
obligations and commitments.  

• The sanctions the U.S. has imposed on Russia make it seem like the U.S. is trying to create 
evidence for the revocation of Russia’s ME designation.  

• Measures put in place by the GOR and the CBR concerning the value of the ruble were done 
to ensure the stability of Russia’s financial system, prevent market speculation, combat 
market volatility and promote liquidity of the foreign exchange market. They have been 
gradually liberalized. 

• Since October 2021, there have been no substantial changes in the mechanism to bargain for 
wages. Russia has not withdrawn from any convention of the ILO, and the establishment of 
wage rates in the Russian economy remains grounded on the same basic principles as during 
the previous period of analysis. 

• Further, making a reference to the number of labor protests is inappropriate as the petitioner 
does not provide any analysis or any background data that would confirm these assessments. 
In reality, ways of protecting labor rights have improved over time with the number of 
collective actions to protest labor rights increasing in the past year. In addition, in 2022, the 
share of labor conflicts that ended in favor of employees and trade unions increased by 3 
percent, while the share of labor conflicts in which workers were denied the satisfaction of 
their claims decreased. 
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• The petitioner indicates that “Russia ranks 86th of 175 countries for labor freedom 
internationally”. However, the petitioner does not state that, according to this source, Russian 
labor freedoms have improved in the last year. Russia ranked 116th on the labor freedom 
index in 2021 and 86th in 2022. Moreover, the same source shows that multiple other market 
economies are ranked below Russia, including Luxemburg, Poland, and Germany.  

• The share of employed Russians in the informal sector of the economy in the second quarter 
of 2022 decreased from 20.9 percent to 18.7 percent. 

• According to the most recent data by the Federal Service for State Statistics, wage arrears 
remain at the lowest in the last three years. 

• With respect to the allegation about the compulsory military service and “policy decisions by 
the Russian government for convicts” and IT workers, many countries around the world have 
compulsory military service which does not impact the labor market. 

• Regarding the penitentiary system, in Russia, as of 2017, labor can replace deprivation of 
liberty in cases provided for in the Criminal Code. Employers can choose to accept prisoners 
for forced labor or use the labor of hired workers.  

• The procedure for replacing certain forms of punishment with the use of labor corresponds to 
international practice. 

• Concerning the measure introduced in Executive Order No. 81, which the petitioner 
mistakenly refers to as Decree No. 81, as extensively explained by MED in its June 2022 
comments, the mechanism does not block foreign investments, but ensures the financial 
stability of Russia given the prevailing external economic and financial pressure. Similar 
screening mechanisms are applied in many other jurisdictions. 

• The petitioner also refers to the “GOR {…} Compliance Order No. 018-34-3/1570” 
restricting write-offs of securities from certain accounts. The petitioner states that this Order 
has been “effective for at least six months,” when in reality it was repealed on March 28, 
2022. 

• Concerning the law, the petitioner points to which provides for “mandatory delisting of 
depositary receipts representing shares of Russian companies from foreign markets with 
subsequent conversion into Russian securities.” However, the law does not discriminate 
between Russian and foreign investors. It contributes to the protection of the rights of all 
investors, including by enabling them to exercise their voting rights and receive dividends.  

• The petitioner raises the draft legislation on the external management for foreign firms that 
have exited or ceased operations inside the country. However, since that law has not yet been 
adopted, the argument is without merit.  

• Concerning the petitioner’s statement about the growth in the Russian stock market (MOEX) 
being due to the requirement that exporters convert foreign exchange revenues, this cannot be 
true since at that time foreign exchange market was fully functional and the foreign exchange 
earnings were distributed among foreign exchange market participants using exchange 
mechanisms and such earnings were not directed at purchasing securities. 
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• With regards to intellectual property (IP), the petitioner refers to Article 1360 of the Russian 
Civil Code, which enables the GOR to use patented IP to ensure the defense and security of 
the state without the consent of the IP right holder. However, this can only be implemented 
when the public health and national security are threatened and similar legislation can be 
found in many other countries.  

• The petitioner claims that the GOR implements a parallel import system, “which allows for 
imports at the allocation of the GOR rather than the market.” This applies to certain goods 
identified by the Ministry of Industry and Trade that were produced by foreign companies 
that were put under pressure after the imposition of sanctions against Russia and eventually 
left the Russian market. 

• The petitioner claims that “the share of government ownership over the Russian economy has 
increased – by necessity – to a dramatic degree.” To support this, the petitioner relied on 
largely outdated information. The reduction of governments’ participation in the economy is 
at the top of the GOR’s agenda. Since 2018 considerable efforts have been dedicated toward 
achieving this goal and several significant results have already been achieved. Between 2019 
and October 2022, the number of state unitary enterprises have declined by 35 percent.  

• The petitioner argues that Russia’s private sector is “in retreat” and that “up to 3.8 million 
Russians are estimated to have left this year.” However, this number is miscalculated and the 
actual number is closer to 500,000.  

• Although the petitioner refers to Federal Law No. 272-FZ, the particular procedure for state 
contracts for defense-related purposes is not relevant to the current proceeding as this 
measure was introduced to protect Russia’s national interests.  

• Concerning the allegation that the GOR sets the prices of steel and gold in Russia, these 
claims are untrue.  

 

3.5  EuroChem Switzerland’s Rebuttal Comment to Lion Elastomers’ Comment 

EuroChem is concerned about unwarranted trade law restrictions on Russian fertilizer exports 
exacerbating an already serious global food crisis and hunger, and food price inflation.  

• This NME claim began on the allegations of certain U.S. fertilizer producers in the UAN 
investigation, but those U.S. producers lost that case. The Russia NME claim was transferred 
from UAN to this ESBR case – an effort by those same U.S. fertilizer producers to reargue 
the points raised and rejected in the UAN case by the negative injury decision of the U.S. 
International Trade Commission (ITC). This can only be an effort to facilitate more fertilizer 
AD actions. 

• Just a short while ago (late 2021), Commerce found Russia to be a market economy. Nothing 
has happened since then to change that. Lion Elastomers’ filing further demonstrates that. 

• In 2021, Commerce found that circumstances had not sufficiently changed since 2002 to find 
Russia to be an NME. This remains true today. 
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• With respect to currency convertibility, temporary measures implemented in response to 
Western sanctions since February 2022 have been revoked or loosened. Even then, these 
measures were not inconsistent with actions implemented by recognized MEs for longer 
periods of time. 

• The period of investigation (POI) for this ESBR case is October 1, 2020, to September 30, 
2021. Petitioner Lion Elastomers, however, raises post-POI allegations. Commerce’s practice 
is to reject such post-POI allegations and only consider them in any administrative review, 
assuming the U.S. ITC issues an affirmative injury finding in this ESBR case. Considering 
such post-POI NME allegations now would violate that practice. 

• The establishment of a POI of sufficient length is critical as focusing on a very limited period 
distorts the facts, particularly in a dynamic environment. Countries recognized as MEs 
regularly impose temporary measures, and in some cases for extended periods of time, in 
reaction to destabilizing events. Any developments in the Russian economy since 
Commerce’s determination on October 29, 2021, that Russia was a ME have been transitory 
and of uncertain effect. Accordingly, no NME decisions should be made yet. 

• Despite Commerce’s outreach to U.S. industry generally, only two petitioners – i.e., those of 
the UAN and ESBR investigations – have alleged that Russia is an NME country. No one 
else has and that is telling. 

• Much of Lion Elastomers’ filing addresses the period prior to October 29, 2021, the period 
Commerce already reviewed and found that Russia was a ME country. 

• Much of Lion Elastomers’ claims are based on the impact of Western sanctions on the 
Russian economy rather than the actions of the GOR. 

• Lion Elastomers makes many claims with no attempt, much less with evidence, to show that 
they are significant or pervasive, or that any claimed legislation has actually been 
implemented, much less with demonstrated, significant impact. 

• Contrary to Commerce’s typical practice of focusing on recent economic changes that could 
lead to a revocation of a country’s ME status, Lion Elastomers seeks to leverage the rhetoric 
around the tragic conflict between the Russian Federation and Ukraine, citing news articles 
rather than addressing the issues on the merits consistent with law and based on legislative or 
statistical evidence of changing economy principles. 

• In its NME claims, Lion Elastomers repeatedly refers to Russian actions that are “proposed,” 
“considered,” “draft law,” likely to occur, etc. Commerce should not make decisions based 
on speculation of future events.  

• Factor 1: The Russian ruble remains a floating rate determined by market forces.  
o Many of the actions undertaken by the CBR to stabilize the currency have already 

been reversed and were not inconsistent with other MEs. For example, Argentina has 
required the exchange of foreign currency received from exports since 2019; Greece 
and Ukraine limited fund transfers abroad, and the central bank in Turkey has 
imposed interventions over the last two years. 
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o Lion Elastomers states that the ruble is trading at dramatically diminished volumes, 
but that is not true and is not supported by evidence.  

o Lion Elastomers also quotes Mr Aleksey Kudrin, the Chairman of the Russia’s 
Accounts Chamber, who lamented the ruble's loss of the “freely convertible” status 
on April 13, 2022. However, in the original quote, Mr. Kudrin directly referred to the 
EU and U.S. sanctions as the key reason for a shift in currency controls, which led to 
the convertibility limitation. Lion Elastomers is therefore cherry picking information 
it submits.  

• Factor 2: 
o Lion Elastomers admits that Russia ranks in the top half of countries regarding labor 

freedom, indeed better than many countries deemed ME’s. 
o Although Lion Elastomers makes various claims regarding strict labor laws, 

Commerce in its Review of Russia’s ME Status in 2021 already examined the 
institutional and structural constraints on free bargaining and determined that they 
had not markedly changed since Commerce’s 2002 Review where Commerce found 
Russia an ME. 

o Contrary to Lion Elastomers’ claim that Federal Law Nos. 272 and 273 
“fundamentally remove free bargaining between labor and management,” Federal 
Law No. 272 merely provides a framework for the imposition of temporary measures 
related to securing ongoing defense production, including tapping federal resources 
and financing. Federal Law No. 273 in turn authorizes changes to work shifts, hours, 
overtime, and holidays consistent with the modified procurement rules. They do not 
impose any such measures. 

o Concerning labor conflicts, statistics show a growing number of people defending 
their labor rights.  

o The shift from formal to informal work in the Russian economy noted by Lion 
Elastomers has also been seen in many other ME countries due to the gig economy’s 
growth. 

o Lion Elastomers’ comment that much of the working class works for state-owned 
enterprises is irrelevant because such companies can exist in MEs and operate on 
market principles.  

o Lion Elastomers argues that the economic decline in Russia has led to increased 
wages arrears. While this may be true, it is natural to happen during a time of 
economic decline and is not due to GOR actions. 

o Lion Elastomers’ claims concerning military conscription are irrelevant because 
many countries have such requirements.  

o Concerning Lion Elastomers’ claims about prison labor, many countries, including 
the U.S., have similar programs allowing prisoners to work for pay, which is the case 
in Russia.  
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• Foreign investment in Russia was increasing until Western sanctions against Russia. Any 
Russian Government restrictions on foreign investment are no different than Western ME 
restrictions for national security reasons and have not really been implemented compared to 
those done by some Western MEs like the United States. 

o Lion Elastomers wrongly claims that Federal Law No. 114 prevents any foreign 
investors from exercising voting rights or receiving dividends with respect to their 
shares. 

• Factor 4: 
o Lion Elastomers’ argument that the 4.4 percent MOEX rise after the reopening was 

likely attributable to the influx of government-owned capital revenue is untrue 
because at that time MOEX was trading at significantly diminished volumes, 
indicating that there could not have been significant levels of government-injected 
capital.  

o Lion Elastomers’ interpretation of Decree 299 is incorrect. The decree changes the 
methodology used for calculating the fair compensation for the use of IP but does not 
change the regulatory framework and is not associated with a government list of 
goods that it applies to. 

o Counter to what Lion Elastomers claims, allowing parallel imports does not  infringe 
upon IP rights.  

o Lion Elastomers states that the degree of government ownership over the Russian 
economy has increased by a dramatic degree but does not provide evidence of this.  

o Eurochem disagrees that Russian companies and employees leaving Russia implies 
that Russia has become an NME country, especially since they may return to Russia 
in the future.  

• Factor 5: 
o Steel prices in Russia declining is due to market factors and not government control 

over prices.  
o Russian recycling of microchips and semiconductors does not support a finding that 

Russia is an NME country. 
• Factor 6: 

o Lion Elastomers’ claim that there is a lack of economic data in Russia is untrue.  
o While the GOR censors information in Russia, Russians can still obtain information 

through internet sources, including Vkontakte (the Russian version of Facebook), 
Whatsapp, YouTube, and iStories (an independent Russian media outlet).  

o Various ME countries also restrict freedom of information. 
 

3.6 The Farm Group’s Rebuttal to Wiley’s Comment 

Blue Diamond Farming Company, Black Gold Farms, Bestifor Farms, Silent Shade Planting 
Company and Bryant Agricultural Enterprise (collectively, the Farm Group) rebuts Wiley’s 
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claim that the developments that have unfolded since the war in Ukraine imply that Russia 
should be treated as an NME country. The Farm Group submits an article from The Economist in 
support of its point that it is premature to change Russia’s status to an NME country. 
 

3.7 EuroChem’s Rebuttal to Wiley’s Comment 

EuroChem states that Wiley does not indicate that it represents anyone in this matter, which itself 
raises questions. In addition, it submits the following rebuttals to Wiley’s comment: 

• An article by the Wall Street Journal found that (1) the Russian economy is suffering greatly 
from Western sanctions; (2) the Russian currency has been stabilized by the Russian Central 
Bank interest rate reductions, which other market economies have also implemented; (3) 
Western companies exited Russia voluntarily due to the Russia-Ukraine War; and (4) Russia 
will not continue to benefit from high energy prices and will find it difficult to replace its 
most important energy market, Europe. The Wall Street Journal did not mention any actions 
by the GOR that would support finding Russia a non-market economy. The reason is that that 
there are not any such actions of significance.  

• In contrast, as to the non-market economy of China, the Western media highlights the 
Chinese Government’s significant intrusions into its economy, and increasingly so, indicating 
that such intrusions are harming the Chinese economy. Sufficient demonstrable, new 
evidence does not exist in Russia to justify a change in Commerce’s 2021 determination of 
Russia’s market economy status. 

• EuroChem resubmitted exhibits of articles and other information from third parties for each 
factor to support its argument that Russia should remain an ME country.  
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