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THE POLITICAL AND ECONOMIC RESULTS OF JULY 2015
S.Zhavoronkov

As regards the fi eld of interna  onal rela  ons and 
diplomacy, July 2015 saw three noteworthy events: 
the row over Finland’s refusal to grant an entry visa 
to Russian State Duma Speaker Sergei Naryshkin, who 
was to a  end a session of the Parliamentary Assembly 
of the OSCE; the simultaneous summits of SCO and the 
BRICS held in Ufa; and the conclusion of the so-called 
Iran Nuclear Deal. 

Although included on the EU sanc  ons-related black-
list, Sergei Naruskin did a  end some of the EU events, 
when he was offi  cially invited to par  cipate. This  me, 
the government of Finland (which certainly cannot be 
ranked among the countries most hos  le to Russia: for 
example, Finland par  cipates in a joint nuclear ven-
ture with Russia’s Rosatom, which is building a nuclear 
po wer plant in her territory) had decided to bar the 
entry into Finland of several members of Russia’s del-
ega  on, including Naryskin, ci  ng EU sanc  ons. As a  t 
for tat, the rest of Russia’s delega  on skipped the event, 
and the Secretary of Russia’s Security Council, Nikolai 
Patrushev, threatened a ban on  mber exports to 
Finland (however, this threat has so far failed to mate-
rialize). This diploma  c row has clearly indicated that, 
in spite of the current lull in fi gh  ng in Ukraine, poli  -
cal tensions between the EU and Russia remain high. As 
far as Russia’s presence in EU structures is concerned, 
it should be said that her a  empts at blackmailing the 
EU by Russia’s possible withdrawal from the Council of 
Europe, the OSCE and other European structures are 
doomed to fail, because Russia is no longer seen as a 
fully-fl edged par  cipant there, and her presence in 
these European bodies is rudimentary at best.  

In the course of the simultaneous summits held by 
the BRICS group and the SCO in the Russian city of 

In July 2015, the SCO and BRICS held their simultaneous summits in Ufa. The main result of those summits was 
the conclusion of agreements on the crea  on of the BRICS con  ngent reserve and the establishment of the New 
Development Bank. Another major event of July was the so-called Iran Nuclear Deal which opened the way for 
Iran to return to the interna  onal oil market in 2016. The li  ing of oil sanc  ons imposed on Iran is expected to 
put new downward pressure on oil prices. In a separate development, the Cons  tu  onal Court of the Russian 
Federa  on ruled that the ini  a  ve to hold the next parliamentary elec  ons three months early (in September 
2016 instead of December 2016) did not violate the RF Cons  tu  on. Also, the RF Cons  tu  onal Court ruled that 
decisions of the European Court of Human Rights should be upheld only when they do not contradict Russia’s 
basic law, thus making itself the fi nal arbiter on whether or not such decisions should be upheld in Russia. Also 
in July, Russia abolished the Ministry for Crimean Aff airs and the Federal Tariff  Service. The Ministry was trans-
formed into a government commission, while the Tariff  Service was made part of the Federal An  monopoly 
Service (FAS).

Ufa, their par  cipants signed the cons  tuent agree-
ments on the crea  on of the BRICS con  ngent reserve 
(a crisis lending fund) in the amount of $ 100bn 
(Russia would contribute $ 18bn) and BRICS’s New 
Development Bank that would start with $ 10bn in 
cash (Russia would contribute $ 2bn in ini  al capital 
for the BRICS Bank over 7 years). Russian Minister of 
Finance Anton Siluanov said that one of the top prio-
rity projects to be fi nanced by the New Development 
Bank would be the high-speed Moscow-Kazan rail 
route (currently in the engineering survey phase). The 
previously announced plans of expanding the BRICS 
group (e.g. by the inclusion of Argen  na) were moth-
balled for the  me being. And the summit brought 
yet another disappointment: against all expecta  ons, 
Russia and China did not sign any binding agree-
ments on the construc  on of the Western Route gas 
pipeline to China, which would have been advanta-
geous to Russia because the Western Route, unlike 
the Eastern Route, would be directly linked with the 
exis  ng pipeline system, thus making it possible to 
redirect gas supplies ini  ally intended for Europe. 
On the other hand, Saudi Arabia caused a no  ce-
able geopoli  cal s  r by sending its Crown Prince and 
Defense Minister Mohammed bin Salman to the Ufa 
Summit. Head of the Russian Direct Investment Fund 
(RDIF) Kirill Dmitriev announced that Saudi Arabia had 
agreed to invest up to $ 10bn in the RFIF, and that 
‘the RDIF expects to close 10 deals before the end 
of the year’. However, it remains unclear whether 
or not the corresponding agreements have already 
been signed. Thus, the prac  cal results of the Ufa 
Summit were rather modest at best. Russia’s desire 
to intensify her coopera  on with China apparently 
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hit a bunch of snags, including disagreements over 
prices, China’s rela  vely low demand for Russian 
natural gas (in China, the most widespread type of 
fuel is coal, as it accounts for the lion’s share of that 
country’s primary energy consump  on), and the tra-
di  onal conserva  sm of China’s overseas investment 
policy aimed at inves  ng in projects concerned with 
raw material exports to China or in promo  ng Chinese 
exports. As regards Saudi Arabia’s overtures to Russia, 
they should apparently be seen within the context of 
that kingdom’s large-scale search for a comprehen-
sive solu  on to the crisis involving Syria, Iraq, Yemen, 
and the terrorist Islamic State organiza  on which has 
established its control over densely populated swaths 
of territory in Iraq and Syria. The opponents of Islamic 
State suff er from a lack of adequately trained man-
power and materiel: the an  -ISIS Coali  on and Turkey 
have limited their struggle against IS to airstrikes, 
while the Iraqi and Syrian armies are ac  ng mostly 
on the defensive, trying to maintain control only over 
the enclaves populated by their ‘co-religionists’. Iran’s 
par  cipa  on in the an  -ISIS struggle is very limited 
in terms of manpower sent to the ba  lefi elds, and is 
by no means univocally approved in Sunni areas. The 
war in Yemen has revealed the weakness of the Saudi 
ground forces even vis-à-vis the poorly armed Yemeni 
irregulars. It is evident that the provision of Russian 
military assistance to Saudi Arabia (in the form of 
military equipment or even some paramilitary struc-
tures) would be very helpful. If such a scenario indeed 
comes true, Saudi Arabia could become a huge source 
of foreign investment into Russia. However, it should 
be added that the longstanding and deeply ingrained 
distrust between the elites of Russia and Saudi Arabia 
and the barely exis  ng trade rela  ons between the 
two countries pose a major stumbling block to the 
conclusion of any such agreements between Moscow 
and Riyadh.   

On 15 July 2015, having blown through three self-
imposed deadlines, nego  ators reached a historic 
accord to limit Iran’s nuclear ability in return for li  -
ing interna  onal oil and fi nancial sanc  ons. The pre-
history of the Iran Nuclear Deal is as follows. During 
his second term in offi  ce, Iran’s previous president 
Mahmoud Ahmadinejad made a number of various 
bellicose statements (for example, threatening Israel 
with annihila  on). At the same  me, Tehran refused 
to cooperate fully with the IAEA’s inves  ga  on of the 
Iranian uranium-enrichment program. Although the 
Iranian authori  es always insisted that their nucle-
ar program had en  rely peaceful aims, their cri  cs 
repeatedly accused them of ac  vely pursuing a nucle-
ar weapons program.   As a result, the United Na  ons 
slammed Iran with a number of sanc  ons (including an 

export and import ban on weapons and military tech-
nologies), while the EU introduced a ban on imports 
of crude oil, petroleum products and natural gas from 
Iran. Japan and South Korea followed suit and slapped 
unilateral sanc  ons on Iran, including a ban on imports 
of Iranian crude oil, while the USA had long ago halted 
oil imports from Iran. As a consequence of those bans 
and restric  ons, Iran’s oil exports had dwindled from 
2.5 million barrels per day in late 2011 to less than 
1 million barrels per day by the end of 2012, and the 
economic situa  on in the country had worsened dra-
ma  cally. Then, in 2013, Ahmadinejad was replaced as 
President by Hassan Rouhani who was in favor of rap-
idly resolving the confl ict over Iran’s nuclear program. 
However, reaching compromise with the West was a 
diffi  cult task indeed, because all the par  es involved 
in that confl ict were afraid, among other things, of los-
ing their face. Finally, despite all odds, the Iran Nuclear 
Deal was concluded. Under this deal, Iran must keep 
its level of uranium enrichment at 3.67% and abstain 
from building new enrichment facili  es for at least the 
next 15 years, reduce the number of its centrifuges 
from the current 19 thousand to 6 thousand for the 
next 10 years, and permit Interna  onal Atomic Energy 
Agency inspectors to con  nuously monitor its nuclear 
facili  es. If the IAEA confi rms that Iran has followed 
through with its end of the deal, the UN Security 
Council and the European Union will li   their sanc  ons, 
which have limited sales of Iranian oil and banned 
technology exports to Iran, as early as the fi rst quarter 
of 2016. The UN arms embargo imposed on Iran will 
con  nue for up to 5 years, although it may be li  ed, 
partly or its en  rety, if the UN Security Council passes 
a corresponding resolu  on. The sanc  ons imposed 
on Iran for its human rights viola  ons will remain in 
force. It is widely believed that once the sanc  ons are 
li  ed, Iran will be able to double its crude oil exports 
by increasing them by 1 million barrels per day within 
12 months of sanc  ons being li  ed (Russia’s crude 
oil exports amount to approximately 6 million bpd). 
Moreover, Iran will be able to start selling the huge 
amount of oil it has currently stored in vast fl oa  ng 
tankers off  its coast. From an economic point of view, 
the Iran Nuclear Deal (or the Joint Comprehensive Plan 
of Ac  on as it is offi  cially  tled) is disadvantageous to 
Russia because it means the reappearance of Iran on 
the highly compe   ve interna  onal oil market (this 
does not contradict the fact that the JCPA may bring 
Russia some geopoli  cal benefi ts). Over the course of 
July 2015, the price of Brent crude oil dropped from 62 
to 53 USD per barrel, while the US dollar’s exchange 
rate against the Russian ruble grew from less than 
56 rubles to almost 59 rubles, temporarily surpassing 
the psychologically important barrier of 60 rubles. It 
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should be said that no addi  onal volumes of Iranian 
crude oil have so far emerged on the market. Experts 
expect this to happen in the middle of next year.   

In July 2015, Russia’s parliament passed a num-
ber of long-expected laws, including the Law on the 
Establishment of the State Corpora  on Roskosmos, the 
Law on the Introduc  on of a Three-Year Moratorium 
on Scheduled Inspec  ons of Small Businesses (the ban 
does not concern businesses that have gravely violat-
ed Russian Federa  on law over the three-year period 
in ques  on; Russia’s business community is displeased 
by the moratorium being limited to scheduled inspec-
 ons, which leaves the authori  es free to carry out 

nonscheduled inspec  ons for an extremely wide range 
of reasons) and the Law on the Establishment of a Free 
Economic Zone in Vladivostok, Nakhodka and Adjacent 
Areas. 

Russia’s parliament also approved two impor-
tant ‘poli  cal’ dra   laws. The State Duma passed a 
number of amendments to the Law on Informa  on, 
Informa  on Technologies and Informa  on Protec  on. 
These amendments essen  ally establish that, begin-
ning from 1 January 2016, a search engine operator, 
upon an individual’s (applicant’s) request, should be 
obliged to stop providing links giving access to the appli-
cant’s informa  on that is disseminated in viola  on of 
Russia Federa  on law, or is ‘false’ or ‘outdated’ (that 
is, more than 3 years old). When pushing the amend-
ments through the State Duma, their promoters jus  -
fi ed their stand by poin  ng to exis  ng European poli-
cies and prac  ces. However, in spite of all these allu-
sions, the new Russian law has some very important 
specifi c features. First, unlike its European analogues, 
the Russian law does not diff eren  ate between private 
persons and poli  cians. Second, search engine opera-
tors will be obliged to remove informa  on in compli-
ance not with a relevant court ruling, as it is done in 
the EU, but with an applicant’s statement, which thus 
should be considered a priori to be jus  fi ed. If one or 
other operator refuses to sa  sfy an applicant’s claim, 
the applicant has the right to fi le a suit, at the place 
of his or her residence, demanding that the provision 
of links to the informa  on indicated in the claim is 
stopped. As far as the operator is concerned, the li  -
ga  on can be costly and the fi ne heavy (up to Rb 3m). 
Moreover, under the new law, an individual’s request 
that ‘false’ or ‘outdated’ informa  on be removed can 
be addressed not only to search engine operators but 
to any individuals as well. Bearing in mind the impend-
ing elec  on campaign, the purpose of this dra   law 
is obvious – to create a mechanism for concealing 
nega  ve informa  on about Russia’s top offi  cials and 
mainstream poli  cians. It should be said that the 
prac  cal feasibility of the new law is open to ques-

 on, because the Federal Service for Supervision in 
the Sphere of Telecom, Informa  on Technologies and 
Mass Communica  ons (Roskomnadzor) has already 
been vested with the right to arbitrarily (that is, with-
out any court ruling) demand that any informa  on be 
removed. On the other hand, experience has shown 
that, in resonant cases, search engine operators do 
not hurry to meet Roskomnadzor’s demands, while 
Roskomnadzor itself is reluctant to block major opera-
tors1. 

On 1 July 2015, the RF Cons  tu  onal Court passed 
a ruling to the eff ect that that the ini  a  ve to reduce 
the term of the current legislature by two months and 
to hold the next parliamentary elec  ons three months 
early (in September 2016 instead of December 2016), 
on the 2016 Single Vo  ng Day, did not violate the RF 
Cons  tu  on. In due course, the State Duma passed a 
corresponding law. Russia’s authori  es clearly expect 
that the shi  ing of the 2016 poll from December to 
September will decrease voter turnout (because the 
elec  on campaign will coincide with the tradi  onal 
summer holiday season), which will improve United 
Russia’s electoral performance. At the same  me, as 
far as the Russian authori  es are concerned, the deci-
sion to hold early parliamentary elec  ons also has 
some drawbacks: the penchant for tourism is typi-
cal not of Russia’s en  re popula  on, but only of the 
residents of larger ci  es; moreover, September has 
much be  er weather than December, and it should be 
remembered that the elec  ons will be held soon a  er 
the tradi  onal increase in u  li  es tariff s on 1 July.  

In July 2015, the general outline of the ongoing 
elec  on campaigns for the next regional parliamenta-
ry elec  ons to be held in Russia’s regions in September 
2015 became more or less clear. Although the list of 
persons allowed to stand for elec  on will be complet-
ed only in August a  er all the appeals fi led by disquali-
fi ed candidates have been considered, the preliminary 
results of these campaigns reveal the trends typical 
of the 2014 elec  ons to the Moscow City Duma – 
for example, the exclusion from par  cipa  on in the 
elec  ons of any noteworthy poli  cians (not necessa-
rily belonging to the radical opposi  on) by arbitrarily 
declaring the signatures collected by them to be inva-
lid. Thus, the Fatherland poli  cal party patronized by 
Dmitry Rogozin was denied registra  on in Novosibirsk 
in spite of having a very strong regional branch there. 
However, under the exis  ng propor  onal represen-
ta  on electoral system, the authori  es cannot com-
pletely eliminate compe   on, because the 5 poli  cal 
par  es (the 4 parliamentary par  es and Yabloko) that 

1  Even if Roskomnadzor were to block them, it would have been 
easy for the user to get around this fi ltering and view blocked web-
sites.
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have the right to nominate candidates for elec  on 
without collec  ng signatures, are all the same inter-
ested in running ac  ve elec  on campaigns at least in 
some of the regions (where they are constantly prod-
ded by their sponsors and regional branches). It should 
be said that as far as single-member districts are con-
cerned, there has emerged a trend of them being 
‘divided’ between the ‘systemic’ par  es and United 
Russia. Therefore it is expected that in single-member 
districts actual compe   on between poli  cal par  es 
in single-member districts will be much weaker than in 
mul  -member ones.  

The RF Cons  tu  onal Court also passed a ruling 
that no interna  onal treaty or conven  on should have 
precedence over na  onal sovereignty, and decisions 
by the European Court of Human Rights (ECHR) should 
be upheld only when they do not contradict basic 
Russian law. This court ruling was a reply to a group of 
State Duma depu  es who had requested clarifi ca  on 
of whether or not some decisions of the ECHR contra-
dicted the RF Cons  tu  on. Prior to the July 2015 ruling 
of the RF Cons  tu  onal Court, the ECHR’s jurisdic  on 
had been recognized as binding due to the mere fact of 
Russia’s accession to the Council of Europe (ra  fi ed in 
1998). Recently, the ECHR has passed a number of rul-
ings that are very unpleasant to Russia’s authori  es – 
fi rst of all, the ruling that former Yukos shareholders 
should receive a huge compensa  on. In accordance 
with the July 2015 ruling of the RF Cons  tu  onal 
Court, the defendant (that is, Russia’s authori  es) 
who is dissa  sfi ed with the above ruling of the ECHR 
should require the RF Cons  tu  onal Court to deter-
mine whether or not the ECHR’s ruling contradicts 
the Cons  tu  on of the Russian Federa  on. Thus the 
Russian authori  es have demonstrated their unwill-
ingness to abide by those of the rulings of the ECHR 
that they may deem to be unacceptable for Russia. It 
is clear that, as the number of such ‘conten  ous’ cases 
will apparently be very small, there will be no rush of 
applica  ons to the RF Cons  tu  onal Court, dispu  ng 
the ‘cons  tu  onality’ of ECHR rulings. 

July 2015 saw a con  nua  on of intra-government 
discussions on a number of important issues, including 
pension reform. Both Prime Minister Dmitry Medvedev 
and President Pu  n’s press secretary Dmitry Peskov 
made statements to the eff ect that pension reform is 
absolutely necessary and unavoidable. Although no 
fi nal decision on that issue has been taken as yet, it is 
clear that the most important elements of the forth-
coming reform will be an increase in the re  rement 
age of civil servants and a possible gradual increase in 
the re  rement ages of both men and women. 

President Vladimir Pu  n announced that he had 
abolished the Ministry for Crimean Aff airs (created last 

year) ‘because it had fulfi lled its task’. Former Minister 
for Crimean Aff airs Oleg Saveliev was appointed 
Secretary of the newly established Governmental 
Commission for the Crimea and Sevastopol. The 
Crimea itself is con  nued to be rocked by administra-
 ve turbulence, caused by the arraignment, by the RF 

Federal Security Service, of several Crimean ministers 
on charges of administra  ve off enses. Their arrests 
have indicated that, as far as the Crimea’s regional 
leaders are concerned, the ‘post-absorp  on’ period 
of their immunity from prosecu  on is over. Also, the 
Russian authori  es abolished the Federal Tariff  Service 
(FTS) and included it into the Federal An  monopoly 
Service (FAS). This decision is ques  onable, because 
the func  ons of these two services are totally diff er-
ent: the original task of the FAS was to prevent the 
emergence of monopolies and various illegal schemes, 
while the task of the FTS was to regulate the tariff s set 
by the already exis  ng structures (both state-owned 
and private, e.g. structures in the fi eld of electrical 
power produc  on and distribu  on) deemed by the 
State to be in need of such regula  on.  

In July, Leonid Melamed, the former head of the 
state corpora  on Rosnanotekh, was arraigned and put 
under house arrest on embezzlement charges. Both 
the defendant and Rosnanotekh insist that the money 
was spent absolutely legally, and that all the decisions 
to that eff ect were taken on a collegiate basis and in 
accordance with the established procedures.  

The noteworthy corporate events of July 2015 were 
as follows. The holding company Metalloinvest a  ract-
ed a large syndicated loan amoun  ng to $ 750m from 
Deutsche Bank, Bank of America, Merrill Lynch, and 
China Construc  on Bank. So far, very few Russian com-
panies have managed to a  ract equally large loans 
from foreign banks since the beginning of 2015. The 
group of SUMMA companies announced the termina-
 on of the contract for the construc  on of an oil ter-

minal in Ro  erdam. Russia’s fi nancial authori  es with-
drew the banking licenses of the large Russian bank 
Rossiiskii Kredit and several affi  liated banks. The RF 
Central Bank said in a statement that Rossiiskii Kredit 
Bank had hidden grounds for bankruptcy proceedings 
by providing inaccurate informa  on about the state 
of its fi nances. According the RF Central Bank, that 
bank had squandered no less than Rb 50bn (while 
the insured deposits of its clients – physical persons 
amounted to Rb 70bn). At the  me of the banking 
licenses’ withdrawal, the banks were func  oning. This 
scandalous case means that bank inspec  on problems 
remain unresolved, and that the criteria of bank effi  -
ciency con  nue to be vague – otherwise how can a 
recently respectable, sound and even prosperous bank 
suddenly become bankrupt overnight? 


