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Abstract. The United States of America is a subject of international relations which
took the leading position in application of unilateral sanctions, especially extrater-
ritorial restrictive measures. The main target of the US extraterritorial sanctions are
legal entities and individuals which are in the jurisdiction of third countries, namely
member states of the European Union. The increasing sanction pressure against
Iran in the 2" half of 2010s has brought the problem of American extraterritorial
measures in the US-EU relations to the fore. Consequently, the aim of this research
is to reveal the contradictions between the USA and the EU due to the strong in-
fluence of secondary sanction on the European business and examine the main
countermeasures taken by the EU authorities in this regard.
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AHHoTaumAa. CoepurHeHHble LLTaThl AMEpUKUN ABNAIOTCA CyObeKTOM MeXayHapona-
HbIX OTHOLLEHWI, KOTOPbIV 3aHAN Tngupytowne no3nunm B NPUMeHeHUN O4HOCTO-
POHHUNX CaHKLUMUW, B OCOOEHHOCTU, SKCTEPPUTOPMANIbHBIX OFPAaHNYUTENbHbBIX Mep.
OCHOBHOWM MULLEHbIO aMepPUKAHCKNX IKCTEPPUTOPUANbHbBIX CAaHKUUIA CTAaHOBATCA
lopugnyeckme n pusmyeckme n1ua, HaXoAAWMeCa B PUCANKLNM TPETbUX CTPaH, a
MMEHHO CTpaH-uneHoB EBponenckoro cot3a. HapacTatouee caHKUMOHHOe faBne-
HWe B OTHOLWeHuK MipaHa Bo BTopon nonosuHe 2010-x rogos BbiHEC10 Npobnemy
aMepPUKaHCKNX IKCTEPPUTOPUANbHbIX CaHKLMKW B OTHoweHuAxX mexay CLUA n EC Ha
nepsbin NnaH. CnegoBaTtenbHO, Lefb AaHHOMo NccefoBaHNA— BbIABUTb NPOTUBO-
peuna mexagy CLLUA n EC BBMAY OrpOMHOIO BAVUAHUA BTOPUYHbBIX CAaHKLUMI Ha eBPO-
Nencknm busHeC N PacCMOTPETb OCHOBHble OTBETHbIe Mepbl BacTel EC B faHHOM
CBA3MW.

KnioueBble cnoBa: 3KOHOMUYECKME CaHKUUK, SKCTEeppUTOpuranbHble CaHKLuUK,
CLWA, agepHasa nporpamma Npana, CBIMA, 6usHec EC, bnokupytowmia ctatyT, INSTEX.
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The United States of America is a
leader in the application of unilateral
economic sanctions, which are an im-
portant tool of foreign policy. No other
country can compare with the United
States in terms of the number of ini-
tiated sanctions. Belarus, Iran, Cuba,
Russia, South Sudan and many others
have repeatedly become targets of
American coercive measures. Support
of terrorist organizations, violation of
human rights, proliferation of weapons
of mass destruction (WMD) or develop-
ment of a nuclear program in a target
country can be reason for the USA to
impose sanctions against the state. The
economic superiority of the USA over
other countries and the dominance of
the dollar as the world reserve curren-
cy allow it to actively use sanctions and
impose their will on other states. The
National Security Strategy (NSS) of the
United States of America (2017) under-
lines that the purpose of American eco-
nomic sanctions is to deter and coerce
US opponents. The emphasis is on the
fact that sanctions are intended to iso-
late states and their leaders who threat-
en the national interests of the USA and
whose actions do not meet American
values [1].

Secondary measures which have an
extraterritorial nature play a special role
in the sanctions policy. They allow to in-
fluence the economic and political be-
havior of entities under the jurisdiction
of third countries. In fact, they serve asa
tool to punish foreign legal entities and
individuals for cooperating with the ob-

ject of existing American sanctions re-
gimes. The main methods of punishing
«violators» are including them in the
«blacklist» (Specially Designed Nation-
als and Blocked Persons List, SDN-Ilist)
and imposing monetary fines for illegal
activities. The active use of secondary
sanctions is explained by their effective-
ness as they contribute to the isolation
of the state under primary sanctions.
Extraterritorial sanctions are especially
widely used by American authorities
against the business of the European
Union, which is heavily dependent on
American markets and the US dollar. In
this regard, Washington can strongly in-
fluence EU companies, threaten to im-
pose secondary sanctions, and exclude
them from the global financial system.
Consequently, under US sanctions EU
entities are more likely to make con-
cessions or comply with requirements
because member-states have too much
to lose due to close economic ties with
the United States.

The problem of extraterritorial sanc-
tions in relations between the USA and
the EU originated back in 1996. In this
year the result of the activities of the US
Congress was the right to impose sec-
ondary measures against third-country
entities which cooperated with Iran’s
sanctioned companies or individuals
[2]. Subsequently, the United States has
used secondary sanctions many times
against European entitiesinordertoiso-
late the Islamic Republic. First of all, the
contradictions between the USA and
Iran were based on the development
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of the Iranian nuclear program. The use
of extraterritorial sanctions against the
EU allowed the USA to achieve politi-
cal goals in the Iranian direction during
the presidency of Barack Obama (2009-
2017). Firstly, the American authorities
moved from primary sanctions to more
severe secondary measures. Secondly,
the White House has achieved the col-
lective enforcement of Iran thanks to
accession of the European Union and
the United Nations to sanctions. Third-
ly, extraterritorial sanctions affected the
oil and gas sectors, which are strategi-
cally important for the Iranian econo-
my. This has led to the withdrawal from
the Iranian market of many European
giants - French Total, Norwegian Sta-
toil, Italian ENI and the Dutch branch
of Royal Dutch Shell [3]. The American
authorities have made every effort to
reduce Iran’s revenues from the sale
of oil and gas, which were spent on
the nuclear build-up. According to the
World Bank, Western sanctions serious-
ly affected Iran that the country’s GDP
decreased by $75.5 billion, and exports
of goods diminished by $21.5 billion
[4]. For example, after disconnecting
Iranian banks from the payment system
SWIFT, inflation in the country amount-
ed to 30.5% from March 2012 to March
2013 [4]. Thus, the deteriorating social
and economic situation in Iran togeth-
er with tough sanctions regime forced
the Iranian government to come to
the table and make concessions on the
nuclear program in exchange for the
lifting of sanctions. Thus, thanks to im-

posing extraterritorial measures, USA
has achieved its goal of signing a Joint
Comprehensive Plan of Action (JCPOA).

During the presidency of Donald
Trump (2017-2021) main contradic-
tions in relations between the USA and
the EU were revealed. In the early 2010s
European countries followed the Amer-
ican sanctions policy against Iran. But
then situation has changed. D. Trump’s
withdrawal from the JCPOA and the
reimposition of large-scale sanctions
forced the EU to change its strategy.
Firstly, Brussels’ discontent was caused
by the collapse of multilateral efforts in
the field of nuclear non-proliferation.
Secondly, the trend towards the use
of extraterritorial measures reached its
peak: European companies were un-
able to continue their business in Iran,
which they resumed after the conclu-
sion of the nuclear deal. This has led to
the fact that «E3» represented by British
Prime Minister Theresa May, German
Chancellor Angela Merkel and French
President Emmanuel Macron did not
support the US return to sanctions. Fur-
thermore, E3 has expressed commit-
ment to the JCPOA [5].

As a result, the problem of extending
American sovereignty to entities under
the EU jurisdiction was brought to the
fore. European countries have raised
the question of the legitimacy of US ex-
traterritorial measures. The EU consid-
ers extraterritorial sanctions illegal as
they have no jurisdictional justification
and can hardly be justified by the provi-
sion of a threat to the national interests
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of the USA. Extraterritorial measures are
an attempt to requlate the persons’ be-
havior of other states according to na-
tional legislation. Moreover, secondary
sanctions have caused disputes with-
in the WTO between the USA and the
EU because they violate the most-fa-
vored-nation regime and lead to abuse
of «security exceptions» by Americans
[6]. The EU view on the legitimacy of
extraterritorial sanctions has become a
problem in relations between Washing-
ton and Brussels.

Extraterritorial sanctions also have a
negative impact on the activities of EU
companies. First of all, European banks
are forced to pay huge fines for mak-
ing illegal transactions due to the lack
of well-oiled ccompliance system with
sanctions. Forexample, the Office of For-
eign Assets Control (OFAC) in 2014 im-
posed an immense fine of $9 billion on
the French giant bank BNP Paribas [7].
Another striking example is UniCredit
Bank whose three branches — German,
Austrian and Italian - had to pay a fine
about $1.3 billion [8]. Furthermore, the
British bank Standard Chartered was
fined $639 million in 2019 [9]. The rea-
sons of fines were providing illegal as-
sistance to Iranian sanctioned persons
through the US financial system. In ad-
dition, EU companies have to leave the
Iranian market, as they do not want to
risk being excluded from the American
financial system, on which their inter-
national activities depend.

Consequently, European companies
lose millions of dollars due to broken

ties with Iran. For example, Airbus lost
17 billion euros, PSA Group and Renault
lost 850 million euros. Total lost 4.25 bil-
lion euros due to the cancellation of par-
ticipation in the gas field development
in Iran [10]. The total costs of European
business may exceed 100 billion euros.
Nevertheless, these calculations do not
take into account additional costs that
could be caused, for example, by the
break of international logistics chains
[10].

This forced the EU member-states to
take several measures to protect the
economic interests of business. Firstly,
the European Union decided to enact a
Blocking Statute of 1996 prohibiting EU
entities directly or indirectly to comply
with requirements and follow prohibi-
tions based on foreign laws. Secondly,
a special mechanism of trade exchang-
es with Iran called INSTEX was created.
It is a very important step for Europe
not only from the point of view of pre-
serving the JCPOA and fulfilling obliga-
tions under this agreement. Moreover,
it has a significant function of reducing
the dollar dependence of EU countries
on the USA. INSTEX, unlike SWIFT, is a
barter trading tool via which Iranian
goods are traded in exchange for Eu-
ropean goods, technologies and ser-
vices without making a basic financial
transaction. So, the absence of direct
payments between countries allows to
circumvent US sanctions. However, in
practice, everything is not so optimistic.
The Blocking Statute was ineffective as
it did not provide real protection from
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pressure from the American authorities,
and even encouraged a loyal attitude
to US sanctions. According to Art. 5 of
«Council Regulation (EC) No 2271/96 of
22 November 1996 protecting against
the effects of the extra-territorial ap-
plication of legislation adopted by a
third country, and actions based there-
on or resulting therefrom» the Europe-
an Commission may issue a permit for
compliance with American restrictive
measures in exceptional cases if the
non-compliance may cause serious
damage to the interests of European
business or the entire European Union
[11]. As for INSTEX, it did not meet Teh-
ran’s expectations because it allowed
only humanitarian transactions and
did not concern the oil and gas sector.
On the other hand, NSTEX still had an
important significance - it became the
initial step towards de-dollarization,
which worry the USA.

European activities have caused con-
cern in Washington. Despite the fact
that INSTEX is still only a trial step in the
new EU strategy, but in the future such
major players as China may join it. It will
increase the number of transactions
without dollar. Many politicians and
researchers have criticized D. Trump’s
«maximum pressure campaign» as it
led to contradictions with the EU and
forced Europeans to act decisively. An
interesting assessment of D. Trump's
policy is given by Adam Smith, a for-
mer sanctions officer under President B.
Obama, and Richard Nephew, program
director of the Center for Global Ener-

gy Policy at Columbia University. They
note that the President resorted to
such measures because they satisfied
his desire to «do something impulse»,
to make a quick decision without ad-
ditional consultations, especially when
it came to unsolvable foreign policy
problems [12]. It forms an opinion that
the sanctions were imposed by Donald
Trump aggressively, haphazardly, they
used as censure and very often had no
rational justification.

As a result, it has become necessary
to revise the sanctions policy that US
President Joseph Biden is trying to im-
plement today. The Presidential admin-
istration decided to return to a multilat-
eral approach, and rounds of consulta-
tions on the restoration of the JCPOA
began in Vienna in spring 2021. This
was caused by the concern of Western
countries about uranium enrichment
in Iran, the level of which reached 60%
[13]. Nevertheless, so far there have
been no significant changes in the Ira-
nian direction as the negotiations have
reached an impasse due to many con-
tradictions between the USA and Iran.
Spiritual leader Ayatollah Ali Khamenei
stated that they are in no hurry to con-
clude a new deal because Iran is ready
to return to its obligations under the
JCPOA only after the USA lifts all im-
posed sanctions [14]. But the demands
of the United States are opposite: they
initially insist on compliance with all
obligations under the JCPOA by Iran,
and only then they will be ready to lift
restrictive measures [15]. Mutual skep-
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ticism of the parties has led to this situ-
ation: Iran does not trust the USA after
unilateral withdrawal from the nuclear
deal, and Washington insists that Teh-
ran secretly increased its nuclear forc-
es and did not comply with the JCPOA.
On June 23, 2022, at a press conference
with Russian Foreign Minister Sergey
Lavrov, Iranian Foreign Minister Hos-
sein Amir-Abdollahian underlined Iran’s
serious intentions in reaching a nuclear
deal in order to lift economic sanctions
[16]. However, it is not yet clear wheth-
er the parties will be able to overcome
their disagreements and find an ac-
ceptable compromise during the Vien-
na talks.

Today, the Iranian sanctions regime
has not undergone significant changes
since the Trump’s administration. Con-
sequently, the European entities re-
main the targets of extraterritorial mea-
sures. However, Vienna negotiations to
conclude new nuclear deal give the rea-
son to believe that sanctions can be re-
lieved in the near future. Current chang-
es of the existing world order and the
qguestion of the forthcoming place of
the USA in international relations allow
suggesting that Washington will exert
the strongest pressure on Teheran to
re-sign the JCPOA on their own terms.
Moreover, after the lifting of sanctions
Iran could become a good source of
gas and oil, especially for Americans
and Europeans. Although, there is no
certainty that Iran will bend to the US
requirements. Therefore, there is a pos-
sibility of another scenario: sanctions

against Iran will exist for many years
and tensions in the US-EU relations due
to extraterritorial measures will remain.
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