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ABSTRACT
[ﬁAUTHUR: f3M1chael J. McKlnley, Lleutenant Colonel USA ‘

vUTITLE:T“;Economlc Sanctlons. Vlable Instruments of Power or
o ThEconomic Chaos? ‘ X

fﬂFORMAT:'Q°Strategy Research Progect

. DATE: 7  7 Aprll 1999 PAGES: 47  CLASSIFICATION: Unclassified

p{ECOnomic sanctrons are but one of the many‘tools‘of dlpiomacw

Téutlllzed as part of the overali U S‘ pollcy response to -
,f;?objectlonable actlons of forelgn governments ThlS research lﬂf

‘upaper‘explores and assesses the effectlveness‘and 1 S |

‘f:approprlateness of economlc sanctlons as an 1nstrument of

‘! gnatlonal power wrth spec1f1c empha51s on the 1mpos1tlon of
;\Tweconomlc sanctlons on Cuba and Iran. ThlS paper w1ll examlne o
:ffour main‘aspects of economic sanctions. The flrst is to deflne;is
,“aﬁd”identifybwhat economic sanctions are. The second 1s‘to:iu
‘;exawine‘the reievanCy ofﬁeconomiCSanctionst The thlrd is to
{determine}ifTeconowic‘sanctions are viable_lnstruments of
-nnational power._'Ano the;fOurth aspecttis to'determineif't‘v
;Vec¢ncmi¢ sanctions are_usefqlwin'achieying our nationalﬁsecurity'iv
fébjéétEQéé;t‘Utiiizing onr‘cnrrent-policy ongeconomicsanctionstﬁﬁ'
hfand examlnlng‘lts reievancy, thlS paper w1ll make_Tpt B |
s:recommendatlons that clearly show that the U S government needshsf9i“

tho_reform'lts sanctlons pollcy.
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" ECONOMIC SANCTIONS

A nation that is boycotted is a nation that is in
‘781ght of surrender * Apply this economic, peaceful

- 'silent, deadly remedy and there will be no need for
. ‘force. It does not cost a life outSide ‘the nation
,nboycotted, ‘but it brings a pressure ‘upon - the nation

which, in my judgment, no modern nation could reSist

v——President Woodrow WilSOn,~l919

PreSident Wilson S thought process and economic sanctions

?policy were right in 1919, but as this paper Will show, they are'j”

t'clearly wrong today' While economic sanctions probably worked
: yin the early 1900s, our global economy today limits our ability

‘fto impOSe sanctions; ‘In'an increasingly integrated uf

"finternational economy, impOSition of economic sanctions must be

”@thoroughly debated and thought out to the same extent that is

-f“agiVen‘to a decision that commits“U.S ‘soldiers to battle

Utilizino'ouricurrent'policy‘on economic.sanctionS'and‘
‘jexamining‘its relevancy, this paper Will propose‘recommendations o
‘lthat clearly show that the United States government needs to

‘Ahreform‘its sanctions policy To support these recommendations,

‘7'our economic policy Will be examined followed by three general:'fj

'categories of policy objectives — National Security Objectives,}{]_

j,Other Foreign Policy Objectives, and International Trade and v &
= Investment Dispute Resolution. Next this paper Will explore“‘

‘“the different types of;economic sanctions‘f— Unilateral and




Multilateral -- and tnen‘look atﬂtwc niatoficalbcounfry
Cuba and Iran -- to determlne 1f economlc sanctlons achl
their desired effects. Flnally, the paper w1ll conclude
vobservatlons regardlng economlc eanctlons and thelr usef

in ach1ev1ng our natlonal objectlves.

caSes -
eved
w1th

ulness

DEFINITION, POLICY, AND HISTORY OF ECONOMIC SANCTIONS

'Definitibn.

In order to nndersfand the'importance of economicdsanctionse
in reiation to its use as a‘foreign‘poiicyltcol, one;musf“haVe
an understandinddof what’eiactiy thisatermlmeans. ,Quite'simply,‘
economic sanctions:aredthose'actions taken to change the‘
behavior of an offending foreign‘govefnmentby adneraely
effecting their peacetfme economy . 3Econ0mic sanctions can be a‘
valuable’tcol for enfofcindninternatienal'norﬁsdand ﬁcrevv |
importantly for protecting éur vital.national interests;3::A mbfe'L
detailed definiticn'from aUthof David—LeYtonBrown; adrendwned

economist, is as follows:

“The 'term economic sanctions is defined

as

deliberate government -actions to inflict economic

~deprivation on a target state or society .through

the

limitation or -cessation of customary -economic

relations. " These - involve trade and = finan
‘measures, including controls upon = exports to
target, restrictions upon imports from the target,
interruptions of off1c1al or commercial - flnance,

as cuttlng off aid or free21ng assets.”* o

cial
the
and -

'such




‘Kndwing What the definition‘of'economic'sanctions is, we can

ajnow look at the current pollcy of the Unlted States as 1t

jrcertalns to the use of economlc sanctlonsri“
"tiPollcy

The‘Unlted states does not have a nre ordalned cr hard fast
' fstandlné bolicy concernlng the.use cf eccnomlc sanctlons .chr°‘<%-
‘3*example, the pollcy and the use of‘economlc sanctlons are not
d;found in the currentvlssue of the Whlte House.s Natlonalr“ .
:r;Securlty Strategy EaChb?residentiai adﬁinistraticn'adcpts7its"
; own forelgn pollcy on the use of eccnomrc sanctlons tourespond |
dfto»the 1ncrea51ngly integrated}1nternat1cnal”envrronment" Theh
‘;Cllntonadmlnlstratlon sees sanctlons as an 1mportant forelgn
{:pollcy tool and utlllzes them after dlplomacy falls and befored"

the use of mllltary force. Thelr pollcy was’ clearly explalned

tby Mr Elzenstat Under Secretary of State, durlng,van_lntervlew‘f"‘,i

d:w1th Mr Bruce;Odessey, writer for.the magazine Economic

“Perspectlves

‘ ”-“Econcmic"“sanctions' are an important foreign
. policy tool intermediate between diplomacy and the use
of force. . They are ‘'used when other measures' are
s insufficient ‘and when ‘their 1mp031tlon is llkely to
change the behavior of the’ offending ‘state. .. They

" should be used when tradltlonal dlplomatlc and other .
_‘efforts ‘at persuasion ‘have failed, not ‘as a first . -
1;order of actlon They generally should be targeted‘

‘ ;only at rogue‘ reglmes that . act ‘contrary to
“i‘glnternatlonal norms.”? | o ' SR




The current administration‘mainly'utilizes'éConOmio
sanctions for the purpose of altering the behavior of a foreign
government. If the United States believes that its national

security interests are at stake, 1t,w1ll 1mpose these sanctions

- as a means to alter the behavior of the foreignﬁgoVernment.to be

more in line with’U.S.uinterests‘and international standardsﬁ
As Mr. Eizenstat also'stated that econoﬁic sanctionsi“address
misconduct‘in»human rights;‘terrorism;hnarootics;‘weapons of
-'mass'destruction,tand’other areas where‘Such oonduot'is ta
considered unacceptabie by‘World-Standards'odetate;@

Our current policy on economic sanctions, as deSCribed;
above, is intendedvto change the behav1or of an offending
»government.; EVery Presidential administration prescribes itsv‘
‘own policy on the useVOf economic}sanctions;» |

A historical perspectiVe»on;the use;of_economio sanotions is
important to_understand'if we truly want‘to'learn'how eoonomicb‘
sanctions are imposed; We Will soon learn;thatrsanotions are
~generally 1mposed haphazardly and unilaterally versus well
thought out and multilaterally We can trace the history on thes

use of economic sanctions all the way back to 432 B. C
History.
The concept of economic sanctions has been around for many

centuries. It is apparentdthat”in lieu of an all out war,




'3eccndmlc‘sanctions are an'intermediary betweeh diplcnacvﬁandi

’_ﬁllitary.interventicn; | -

l :‘fi Economlc sanctlons have been in ex1stence at least slnceff
’?432 BC.v Pericles, the ancient Athenian leader, lmposed*‘ ’
;Sanctlonsron Megaracln‘retaliation fcrlMegata;s:attempted‘

:jexproprlatlon of terrltorv}and the kldnapplng of three woﬁen

‘“dﬁMegara then appealed to Sparta for ald, Wthh trlggered the hls:
;pclcponne31an War.‘ | S

3ﬁf{ Elzenstat descrlbes earller enamples; such as.ln 1812 | fdl‘ﬁf
iwhen the Unlted Statesllhposed an’ embargo agalnst Great}Brltaln'bwﬂ

lfln retallatlon for BrltlSh attempts to llmlt U. S trade w1th |

;France; ‘In 1917 Presldent Wllson 1mposed an embargc on the:'l
Esale;ofirOn,steel and‘other”War essentlals to Japan;‘h‘

‘ffre31dent Roosevelt also 1mposed‘economlc sanctlons on Japan 1n
fl940 S‘ADuting,the Carterﬂadministration,'sanctions were utillzed‘icfi5°

',;agalnstthe chiet Unicn tollcwlng‘their:lnvasionlcf' e

'dAfghanlstan o | S |

Sl These early examples on the‘use of economlc sanctlons

p?(prlor to the l990s) show that the use of ecOhomlC‘sanctlonsiisld oo

v;not new and that sanctlons have been used to advance out foteldn

"?pollcv objectlves as well as cur mllltary objectlves | ﬁrior to’Vl“”

fthe 1990s, economlc sanctlons were generally 1mposed to conntervf.

‘hactual or potential‘military aggression versus’fostering’ouri‘z

cthe:’fcreign pcllcy’cbjectives.




In:fact, most examples of economic sanctions being utilized -
by one country towards another country were associated with
military implications."An analysis conducted of sanctions by -

the United States during the Cold War (1945-1989) showed that: -

“Most economic sanctions imposed by the United States were
directed against communist countries and were intended to
~counter actual or potential military aggression; to deny
- advanced, militarily sensitive technology 'to the Soviet :
Union or its allies; and to control weapons proliferation.”’
The sanctions imposed bthhe United States during these years
were concerned with national SQCQritY‘ijeCtives"and usually

were applied‘multilaterally with other industrial”democraCies;

since 1990,”£he U.S séémSitQFhave"
,deCided to eﬁploy uniiateral‘econdmic'
sanCtioﬁs égainsf coﬁntries‘not just
for military reéSoﬁs; buﬁ to chénge:
théir internal or internatiQnal. 

behavior. “During President Clinton’s

first term, U.S. laws and executive

actions imposed new unilateral :
S o R Figure 1.
economic sanctions 61 times on a . o '

total of 35 countries (see’figurexl);




] cmerd ::_.:.::—:-_.—._—,.w—_‘:;;:zz-:.::ﬂm—--:-—'m"—.;:::.::m,—._.«'—:::r.:v:.........“«*:::_._.,'—-'::"',._.-“"::i

Thesevcountries are'home to'2.3 .
Global Scope of U.S. Unilateral Economic Sanctions: 19931996 : '
: L ‘ ‘ bllllon people, or 42 percent

e ‘ %

purchase exports of $79O

bllllQn, or 19 percent‘of’the

_ global export market (see
. uashedlmww N snﬂwnoﬁ”ﬂﬂdﬂl’tﬁe . .

i i e - figure 2).

1996 and b i Owechen of Trode Sty Yoabesk, 1996,
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“‘Eigure‘2

History not only illustrates the use of‘economic sanctions"’

‘,‘as part of our overall objectlve to change the behav1or of an

offendlng government, but it also 1llustrates the tremendous pr
*t:amount;ofvdamage that‘can cOme‘about‘by thelr effect on our own 6,"’
j:economicmellfbeing' Employlng sanctlons not only attempts to
- ﬂpchange the undes1rable behav1or of a forelgn government, but o
f‘they can also be very costly to ‘the U. S 1n terms of‘monetary
t»value and jObS In explalnlng the cost 1ncurred in terms of
V "monetary value and‘jobs, Mr;‘Elzenstat states;' o

: “The President's Export Council recently estimated the
: dlrect cost of economic sanctlons to the U.S. economy
in 1995 at $15- 19 billion in lost export sales and up -
. to 250,000 jObS. It also argued that sanctlons have
.an ‘indirect effect through undermlnlng confidence in .
- the rellablllty of U.S. suppliers. They further clalm -
“that 'the  cost to the  U.S. economy and . U.S.
':competltlveness can be dlsproportlonate to the results
: jachleved nll

of the world's populatlon, andbtgs;p




Inetoday’s globalfeconomy; economlc sanctlons must be
.utlllzed more carefully and thoroughly debated by all partles
concerned. As descrlbedbabove,.hlstory has shown that economlc
sanctions have been utilized to foster our"nat;onal‘forergn
policy objectives and military'resoive( but'they haye‘cost us
both financially in terms ofdollarsand American‘jobs’lost.

Mr. Eizenstat, in comments"made‘before the‘House Subcommittee onﬁ
Trade states, “We.are living in an age of heightened‘poiitical
and economic global integration and'grOWing interdebendence in’
which most countries derive their prosperity;'and:eVen'power;*’
from growing engagement in the‘rnternatlonal economy ”u

To thlS p01nt 1n the paper,_we understand the deflnltlon of
v economlc sanctlons and know the Cllnton Admlnlstratlon s pollcy
on their use. We briefly examlned thelr hlstorlcal use, but the
issue\We must now focus on is why we use economic sanct;ons,'
Why exactiy do we'utilize economic:sanctions'asa nationalA

instrument of power~in pursuing‘our foreign policy objectives?lb

THREE GENERAL CATEGORIES OF POLICY kOBJ"ECTIVES.’
The'current'administratiOn's poiicy on.the use‘of economic
sanctions has been'consistent. Although not speC1flcally
addressed in the current natlonal securlty strategy, economic
sanctions have been 1mportant strateglc*tools 1n‘the'oyerall '

economic policy arsenal. Mr. Robert P. O’Quinn, an economist,




inanarticlefhe4wrotevfor The Backgrounder,:states”thatkcu
\feconomicwsanctions'are tools utilized as partbofAthe’overall:
‘UQSf»poliCy‘response}to objeCtionable actIOns of‘foreign';;
’governments and to advance our economrc pollcy‘goals” ?f

"on and descrlbes three general categories of pollcy objectlves

He goes .

W”for whlch the Unlted States uses economlc sanctlon.é The three xaw'fh

-Ihcategorles‘are natlonal securlty objectlves, other forelgn o
fypollcy objectlves, and 1nternatlonal trade and 1nvestment

"3drsputebresolutlon;

J";Natlonal‘Securlty ObJectlyes
‘In the natlonal securlty arena,‘economlc sanctlons may be |
:employed multllaterally or unllaterally to deter‘mrlltary z
‘ adgre551on or force a county‘to w1thdraw 1ts forces from a
";dlsputed terrltory The Unrted States may use sanctrons to
h restrlct‘sensrtlve‘technology to countrles that are hostlle to
:‘1ts lnterests. Flnally, they may be used to curb weaponS’
““::prollferatlon or to punlsh a country that condones terrorlsm
‘TFor‘examole, economrc sanctlonsdare belng used unliateraliy ﬁdf
‘v‘agalnst Iran and Irbyarsrnce.the “Unlted States prohlblts
f 1nvestment.1anran and leya; forblds trade w1th leya, and
useverely.restrlcts trade with Iran because Iran and leya fund

2 14

: 1nternatlonal’terrorlst organlzatlons The obv1ous




multilateral example has{been;the:U.S.‘led effort throngh the
United Nations to restrict worid trade'with Iraq}" | | |

This paper supportS‘the use of economic sanotrons‘against an.
adversarial fOreign(government,Whoscommits military aggression,
intends to produce or»proliferate'the use of weaponsmof mass
destruction, Sanotions terrorism,}and'who are hostile to.our,~
overall nationai“interests, TheSe_acts_are‘of_vitai’interest to
the U.S. and economic'sanctions?ornmilitafy fOrcekmnstldeter
them In fact, sanctions mﬁst be nsed if diplomatio means have
falled and we are not yet ready to commlt’to the use of ~
military force Remember, dlplomacy flrst, sanctlons second,.
and 1f all else falls and the threat is too great then mllltary
force. | |

The use of economicdSanctions invprotection ormattainment'of
our natlonal securlty objectlves is clearly desrrable. In fact,
.protectlon of our natlonal secnrlty 1s»perhaps the only tlme
economic sanotlons‘should be applled even 1f the probabrlrty of
success is Very loyv.15 The next‘oategory of:polici objectives
this paper Will/now examine for Which economic sanotionshmayfbeb

used is the attainment of other foreign policy objeotives.'

Other Forelgn Pol1cy 0b3ect1ves L N [
The term,.“other forelgn pollcy objectlves refers to the

use of economic sanctlons against forelgn governments who do not

10




‘ﬂdlrectly threaten our natlonal securlty objectlves, but who pose"ffV‘

a threat to one or more of our forelgn pollcy objectlves Some

[examples of thls type of behav1or are forelgn governments who R

'oppose human rlghts for thelr general populace or perhaps those o m,”r

“governments who do’ not exerc1se some form of acceptable -
:jdemocratlc.norms;-Cther examples may.lnclude stopplng the‘use:‘b
uof‘iilegal drugflowbor even championinguthe'cause fgr* ?"
”jenvironmentalimprovements ‘In'these cases/;economic‘sanctions
‘nhave been used to enhance our polrcy objectlves of‘controllrng
the lllegal drug flow, human rlghts v1olatlons,‘envlronmental’f
ejconcerns;'and democratlzatlon.zl' | . ;
»A.recentexample of emplovingbeconomic SanctiOnson‘af
u[government’for failure'to observe‘human rights and‘7'f
;democratlzatlon is the case of the government of‘Myanmar‘
‘:E“On May 20, 1997 Pre51dent éllntonbannounced a ban:oni
new investments in Myanmar (formerly Burma) because’
‘grthe rullng military junta had refused to recognlze the
. victory ‘of the ‘opposition party in the May 1990

;ngeneral electlon and had kept opposition leader -and
- Nobel Prize’ winner Aung San Suu Kyl under house arrest

‘_for 51x years ”m

The pollcy concernlng the use of economic sanctlons agalnst
vforelgn governments who do not dlrectly threaten our natlonal

fsecurlty objectlves, but who pose a threat to one or more of ourfeﬁ

‘forelgn pollcy objectlves is not as clear'as are those sanctlons' v

"jlmposed on governments who threaten our national‘Security,d‘The

ddreason that the pollcy is not clear is that it‘is»ab“gray” area.




Sometimes theiUrS; imposesdsanctions and sometimes they'dojnot,"
in cases where'our'nationai Security is not at.risk eCOnomic
sanctions should not be usedkif there is no achievable sanction‘
objective and if other friendly governments w1ll not jOln us in :rh
our sanction objective. aAdditionally,nassuming that we have an‘
achievable sanctioniobjective; that’objective‘must then be
capable of persuading the‘target goyernment to change its”
objectionable behavior. =Lastiy,'the economicdimpact to’theUfS"'
must be minimal in termsﬁof‘dollars andbjobs iost hy not.heingo
' able‘to conduct business w1th the targeted country

The final category of policy objectives thlS paper Will
examine for which economic sanctions,may be appliedvis‘the‘

resolution of international trade and investment disputes.

International"Trade andvinyestment'Dispute:Resolutioh.

of the three U.S. government/s categories of pOlle
objectives for Wthh economic sanctions may be applied (nationai
security objectives, other foreign policy objectives, and
international trade and investment dispute'resolution); the
resolution of 1nternationalbtrade and investment disputes lS‘
‘ certainly the “grayest” of them all Apparently, the term
“resolution of international trade and investment disputes”

means that the targeted country has allegedly committed some’

type of a trade or 1nvestment infraction In other words, this

12




*type.ofblnfractlon.may‘be the. result of a target country
';,unfalrly‘lncrea51ng 1ts tarlffsdon therlmport of some type of »n:.
product from the Unlted States, i. e ' steel vegetables, etc

Robert P O’Qlunn, pollcy analyst for the Herltage .

Foundatlon (a watch group on U.S. economic sanctlons pollcy)"

o vdescrlbes thlS category of pollcy objectlves for Wthh economlc

| fsanctlons may be applled as follows-;;hk

k]:“Economlc sanctions may be effective in the resolutionlw
- of international trade and 1nvestment dlsputes. ‘Most
‘;such disputes, however, ‘are  ‘resolved satlsfactorlly

‘through the dispute settlement procedures of the wWorld -7 - .

Trade Organization, reglonal customs ‘unions 'like the
‘European Union,' reglonal free trade agreements like
the "North American Free Trade Agreement, 'or other
‘bllateral agreements."17 ‘ ‘ “ v

The pollcy 1nvolv1ng the use of economlc‘sanctlons agalnst g~-3
vaorelgn-governments who practlce unfalr 1nternatlonalytrade and
‘1nvestments 1s very “gray” Like:thekuSe ofueconomic‘sanctions‘
iagalnst forelgn governments who do not dlrectly threaten our
'fynatronal securlty,~econom1c sanctlons should not'be used 1f
i,tthere is no achlevable sanctlon objectlve and 1f other frlendly _5}
’governments wlll’not jOlnbusbln our sanctlon objectlve. Agaln,t
,fassumlng that we‘have an achlevable sanctlon objectlve, that ‘
| yobjectlve must be capable of persuadlng the targeted governmenthfﬁ
7to change its unfair 1nternatlonal trade and 1nvestment
1nfractlons.ﬂ And flnally, as 1s the case when economlc

sanctlons are employed to foster our other forelgn pollcy

13



objeétives, the‘econbmic impact.ﬁd'thé’U.S.‘muét bé miﬁiﬁal'in
terms of ddilars and jobsilostby notJbéing:able fo.ééhdﬁctkv
_ buSinéss Withthe‘targét'cogntry; | | |
Now that we know why we utilizeeconomic.sanctions‘to
achieve three-genefal dategories>of§olicy dbjecfiVes,'wé need
to now focus oufundersténding_of'thé'two differeht‘ways ;e ‘
Unilaterally’of muitilatérally—— to impose’éb¢nbmié’séﬁctions
to assess their efﬁectivenesé;" |
 TYPES OF ECONOMIC ,SANCTIONS N

- Economic éanctions canvbe applied'uni1atéréliy Qf
muitilaterally. Uniiateral sanCtidns.arethose aCtioné taken’
agéinst another'éountfy by the United States'alone,; N
Multilateral sanctions_ére those’taken agaipSt another‘cqﬁnﬁiy
by the United Statesvahd»oﬁhgr.COuntriés backing‘thgppsitionof
the United States."Unilateral‘éanctiohs, by”thernited Sﬁétes} |
do not work vefy weli in;aéhieving'their'gOais; Onthelother |
hand,‘multiléteral sanétions appéér tb WOfk‘bettef:;n échiéving

their goals. 1In a recent Washington Post artiqle, Mr. Gary

Hufbauer, noted economist, writes:

~ “prior to the 1970's, sanctions in which the
United States was involved, eithér alone or with
others, succeeded at least - partially ‘just over 50
percent of the time. Between 1970 and 1990, however,
 U.S. sanctions succeeded in just 21 percent of the
‘cases initiated. . The results for unilateral U.S.
sanctions, those .in which American policymakers

14




"’recelved elther ‘no or only ‘minor. cooperatlon “from
other countries, are even more striking. - In 55 post-'

. war episodes, the success rate for such cases was only
“slightly below that for all cases 1nvolv1ng the U.S., E
29 percent versus 33 percent. In the 1970s and 1980s, |
.a mere 13 percent of - unllateral U.S. ~sanctions o

{V}achleved ‘any success at all (see table 1) .78 o PR

o '.Tavble 1 Th"e‘"Sanc”tijonsRveCO,rg

: Overallrecord .' Pre-1973 e 1973_90

: S Number of Number of Number of Number of Number of Number o_f S G
Pohcy goal S " Successes Failures ~ Successes Failures - Successes Failures . .
 Niodet pohcy change e T M T S—— o i
. Destabilization o om0 9 I 2 "4
. Disruption of military adventures Co 6 .12 05 8 1 4

Military impairment =~ . 2 g8 2 6 .0 2

»;‘Otherngorpohcychanges S .5 15 L2 11 3 4

-Allcases(a) : , a ) ,41 19 27 ; 34' . 14 45

@ Th ?ﬁgures mclude ﬁve instances of cases included under two dxfferent policy goals 491 US V.
China; 60-3: US v. Cuba; 63-1: US v. UAR; 63-3: US v. Indonesia; and 80-1: US v. USSR (Afghamstan)
- Since these cases are generally faxlures double countmg them addsa small negatlve bias to the success

S ;ratlo

fTable 1

‘ Sanctlons’work better when they are enforced multllaterally;, }N‘*
tEven better, when the multllateral supportband part1c1patron
vwlnvolve the world's largest countrles in terms of thelr ranklng

.:as-econom;c‘“glants” (Chlna, Japan,'European countrles,vetc.yéx’

hjhtheirfeffeCt‘is tremendous. “Multllateral sanctlons maxrmlzev‘

'*ninternatlonal pressure on the offendlng state whlle m1n1m121nd
rdamage to U S. competltlveness and more equltably dlstrlbutlng

‘"the sanctlons burden across the 1nternatlonal communlty ”w

o150




vUnilateral.sahctions iﬁpoSed‘byhththhited States may be
couhterproductive forvthree'reasons.:First,kunilateral
sanctlons are unllkely to change the target‘country S
objectlonable behav1or, because the flnanc1al lmpact 1s‘not f
large enough The U. S does not enjoy a global market advantage
on any of its 1ndustr1es, except perhaps on some hlgh technology
1ndustr1esl}”Even then, the target country may not be 1nterested'f
in those hlgh technology 1tems. ‘When'the Unitedﬂstates'lmpoSes”
a unllateral export embargo, forelgn suppllers can replace the.
American companles with mlnlmalkdamage to the target-country sk’
economy.20 | |

The secohd reason‘that unilateral saﬁCtiOhskmag‘be'
couhterproductive:is that the ecohomic SanCtions imposedjtendlto
hurt the people of thebtarget‘couhtry rather than the'ihtended h

recipient; that of its leader. Mr. Richard Haass, noted

economiSt;'in his book, Economi¢ Sanctions and American

‘Dlplomacy, wrltes.

“The problem ‘with such a broad brush approach is that,
sanctions tend to affect - those not necessarily
responsible for making ‘the policy—that is, the people-
‘while those elites that are responsible-be they in the
‘government, the dominant political organization, the
-military, or some similar entity-remain largely
unaffected given their  ability to  skirt = the
'Sanctions.”ZI‘ - L SO o o

The third and final reason that unilateral'sanctions‘may be

counterproductive‘is_that some proponents of unilateral'f7'
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sanctlons tend to belleve‘that other frlendly forelgn
governments mlll eventually follow the lead of the U S. in
:,‘;mp031ngeconomlc‘sanctlons, ‘But researchvhas shown just the
’iopposite:h o | |
““Recent‘histori,'-however,-'demonstrates ’ therw1se.t"
“‘Instead of following U.S. leadership, other countries

- see ‘unilateral U.S. economic sanctions as commer01al
:‘_opportunltles ‘to grab lucratlve forelgn. markets from

ﬁfAmerlcan companles.??
‘Thlnklng that other frlendly governments may jOln us 1n‘apply1ng
economlc sanctlons is dangerous in terms of dollars and jObS.-.
| VTo thls p01nt we have deflned economlc sanctlons;jexamlned :
‘the current admlnlstratlon s pollcy, andremlewed thelr‘v
lhlstorlcalhuse. At thlS tlme, thls paper'Willyexamine howlwe?;*
de01de 1fAeconomlc sanctlons work or not. o o
| | PRCE&KRHB TO PQMXDYSIS

"Toudo ahthrough analy31s we will examine the‘effeCtrof‘" ”
sanctlons on tmo countrles - Cuba and Iran - u31ng the four
crlterla that me have dlscussed thus far\ Remember, the fourhf‘ ;fl?‘f
Ncrlterla are ’what 1s the pollcy objectlve,‘are sanctlons".
*llmposed unllaterally or multllaterally, did econgmlc sanctlonS-
“change the de51red behav1or of the targeted‘country, and dld 1t
cost anythlng in terms of dollars and jObS lost.! We w1ll apply
'jvthese crlterla agalnst Cuba and Iran to determlne 1f sanctlons

achleved thelr des1red results. The reason for selectlng Cuba'

.and lran for thlS analy31s 1s because con51derable research

17




exists to date, concerning the‘effects of economic'sanctions;i
involves these two countries. *Cuba'is alSo a good'eXample to
use because sanctlons have been in place there for over. 36
.yearsy Iran‘ls used because 1t ls a. more ‘recent example of how ‘a
larger country reacts to,sanctions; o

‘The first criterion;to‘evaluate if‘sanctions Were‘suCCessful :
is tobdetermine What our‘policy objective was’towards'cuba’and ¥
Iran. Was the objectlve for natlonal securlty purposes, otherb
forelgn pollcy objectlves or ‘was 1t to resolve an 1nternatlonal
trade and investment dispute? The second criterion ls to -
determine if the economic sanctions were imposed”unilaterally O:,“
multilaterally; fThejthird“criterion‘is to‘declde if‘the
economic sanctions changedvthe desired behavior ovauba and.
Iran. And the fourth and finallcriterion is to‘deCide if’ith
costs us anything in terms of dollars and jobs lostr |

'TWO HISTORICAL COUNTRY CASES

Cuba.

Fldel Castro (see flgure 35‘came tof
power in the late 1950s.‘ In early 1960, p
he and his government took control over |
property that belonged to‘citizens of the_

United‘States. ‘“Angered by the

‘Figure 3
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i
expropriations and aISO‘threatened”with the rise‘of'CommuniSm in'

';gCuba, the U S government 1n1t1ated economlc sanctlons.onu
‘;Cuba;”n t{.' |
Ther;S.'economio‘embargo against Cubakhasbeenjin place‘for‘h‘

;0verk36:§earslh'Durrng those:36 years,'the U.é;:gowernment haS'd
Echanged 1ts p031tlon on the purposes of why economlo sanotlons
Vgare in place;‘ However, two thlngs remalned perfectly clear: thed
u'overthrow of the Castro reglme.and‘or gettlng h1m to change hlS
l?behav1or have been’the prlmary goals of the Unlted States R
ﬂbgovernment; Agaln, noted economlst,‘Mr. Rlchard Haass, descrrbest
Wthe prrnc1pal purposes for sanctlons agalnst Castro were to”‘
:‘fnodlfwkhls behav1or or ellnlnate hlS reglme H '

o

: The types of economlc sanctlons 1mposed on the Cuban
n;government were and stlll are mostly unilateral in nature._ The
‘Orlglhal embargo targeted only’Cuba-and dld not prevent other
jsgovernments from tradlng w1th Cubarw The Sov1et Unlon, durlngff
iththe Cold War,-bought Cuba s sugar and in return, Cuba bought or
"Twas supplled w1th much needed 0il and mllltary equlpment.»
However,‘ln January 1962 the‘Organlzatlonbof Amerlcan
éStates,(OAS), comprlsed of mostly Latln Amerlcan governments,-g
jlmposed llmlted sanctlons on. Cuba.: The U S. unllateral
szanctlons had now become multllateral Thlrteen years later,‘in‘
‘p1975, the OAS‘voted to llft 1ts sanctlons on Cuba.v Mr Rlchard

Haass states:",“




“The other important factor was the  U.S. defeat in
Vietnam, which made the Unites States 1ook less -
powerful to Latin American governments and encouraged
them to chart a more independent course. In 1975, ‘for
example, the Organization of American States voted to
1ift its. embargo of Cuba and instead to allow each
member country to ‘decide what kind to trade relatlons'

it w1shed to have w1th the 1sland "2
The costs of the embargo and sanctlons for the Unlted StateS‘
are somewhat hard to quantify. Certainly, those companles'that**
were in Cuba and the vast 1nvestments made by U S 01tlzens‘
prior to the Castro revolution were enormous; Colonel Paul S.
Izzo, in his 1996 strategy,research project on‘economlo
sanctlons, states the folloWing:
- “Trade for 50 years prlor to the embargo had - beent
concentrated with one nelghbor, -the United States,ZThe
U.S. took more than 60 per cent of Cuba’s exports and
-supplied over 70 per cent of her imports. - Sugar,

accounted for approx1mately 80 per cent of her export“,
earnings. Cuba’s entire "economic structure had been -

dependent upon American equlpment.”26 )

Costs, assoc1ated w1th the embargo and:sanCtions,‘are ﬁbﬁ»'
limited tobU.S. commerc1a1 bu31nesses and Amerlcan Cltlzens
personal investments in‘Cuba. We had to’ pay for the ') N
counterlnsurgency program to.the tune of almost $2O bllllon.:
Addltlonally,’countrles such as Sw1tzerland, Argentlna,.France,h
Canada, and Great Britain were and stlll are d01ng bu31ness w1th

Cuba.
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j{Cﬁba Analys;s.
As prev1ously 1dent1f1ed there are four crlterla for

"a‘fdetermlnlng 1f economlc sanctlons achleved thelr de51red

r‘results‘w They are, dld the 1ntended pollcy objectlve work were;f'

o the economlc sanctlons applled unllaterally or multllaterally,'

”JJTWhatawaS“the cost and dld thekeconomlc sanctlons change the =

target government’s behaVlor')

In Cuba s case, the flrst crlterlon, dld the 1ntended pollcy .

xobjectrve work° The answer is no.r ‘The U. S pollcy objectlve
'was-to elther overthrow the Castro(reglme or modlfy hlS
vobjectlonable behav1or. Fldel Castro is Stlll 1nvpowervandbhtst
:T:behav1or has not really chanded that much bHe:is somewhat duiet
ftnow; but hlS 1deology remalns in tact. ‘ | | |

o The second crlterlon, were the sanctlons 1mposed

i;unllaterally or multllaterally7‘ The answer is they were 1mposed ']7”
"fjunllaterally throughout most of the 36 years Remember that the“

geffect de31red by multllateral sanctlons 1s more achlevable than:x

those that are unllaterally applled are.’ As prev1ously
«mentloned the OAS voted to approve sanctlons in 1962 but
ﬂllfted the embargo in 1975.

- The thlrd crlterlon, what was the cost:inttermsdofhdoilars

“viand jObS lost7 The answer is the‘costs;were“enormous.- Not~only,

TTeQwere the costs to those companles that were 1n Cuba and the vast’

Wlnvestments made by U S. 01tlzens large, but the u. S spent“




‘Iran, Reza Shah, left Iran inyFebruary

approximately $20 bllllon to support the counterlnsurgency
program., Addltlonally, although the U. S does not do bu31ness
with the Castro regime, other'oountries do.

The fourth criterion, did the economic sanctions change the

- behavior of the‘targeted government?krThe answer again is no.

Fidel Castro is still in power.‘ Sanctions'do not seem'to'have’
changed his behavior. The U. S ‘has not toppled hls reglme and

he Stlll invokes communlstlc tralts and characterlstlcs.‘
Iran. ' % .

Ayatollah Ruhollah Khomeini-(see'-:
figure 4) came to power in Iran 1n early

1979. His'predecessor, the late Shah of

1979. Noted author, Malcomb B. Russell;

in his book The Middle East and South

Asia 1997 states: ~ Figure 4

“After months ~of confusion and strikes, with oil
production and  exports ‘halted - and the economy in
chaos, the Shah finally left the country in early’
1979, ostensibly for a vacatlon. 'As a concession, he ©
placed the Iranian government under Shahpur Bakhtiar,

a long-time critic. However, the concessions came too
late. Khomeini’Vreturned to a trlumphant welcome
within two weeks, and the national army surrendered

its struggle against the Islamic revolutlonarles.”28
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The u. S had placed economlc sanctlons agalnst Iran 31nce '

h‘}1979 the year of the Islamlc Revolutlon.; Sanctlons‘were"

'lmposed on Iran on 4 November 1979 1n reactlon to the November .

%1979 selzure of the U S. embassy in Tehran.~_0nce’aga1n,‘noted

f"economlst Rlchard Haass descrlbes the sanctlons agalnst Iran'

W“Pre31dent Jlmmy Carter made it 1llegal for Amerlcansf
o to purchase goods directly from Iran and froze $12
billion in Iranian assets -in the Unlted States. . In
. orders issued on April 7 and 17, 1980, he -extended
“sanctions to include a ban on all commerceiand travel

;between Iran and thé United States, except_for food, -

N ‘med1c1nes, and newspeople.’29 'j o P

The U S economlc embargo agalnst Iran has now been in place;}
- for over 19 years. - During those years, the U. S government has?t;
riagaln, llke in the Cuban embargo,/changed 1ts p081tlon on thelh
‘fpurposes of why economlc sanctlons are in place.s However, underr_;
‘the Cllnton admlnlstratlon 1t 1s qulte clear that sanctlons are‘

h‘:ln place‘because of natlonal securlty‘purposes. Spec1f1cally,‘d

‘they are in place because of Iran s weapons of mass destructlon‘

fprogram, 1ts terrorlsm sponsorshlp, and 1ts sponsorshlp of those L

alnd1v1duals and organlzatlons bent on dlsruptlng the Mlddle East o

ypeace process.v

| The types of economlc sanctlonsllmposed on‘the‘Iranlan

‘}government were and Stlll are mostly unllateral 1n nature; Mr
;Haass‘states,»“Nearly all sanctlons have been unllateral ﬁ-S.'
‘actlonsw1thout multllateral support ”wk The fallure to secure?"

ymultllateral support for 1ts sanctlons is 1nterpreted by the Qd
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Clinton administration.as the Widespread intentidn of European
nations to continue trading'with Iran.‘ SpecifiCally‘theﬂX”‘
governments_of Russia; France and Malaysia tradejopenly.with
>Iran.v | L |
' The costs of the embargo'and Sanctionsbare acain; like the

Cuban case study, somewhat hard to quantify Certainly, those‘y~
companies (oil related) thatvuere 1nvesting in the Iranian‘ ;
petroleum industry were hurt the most.‘ -On 5 August 1996 |
President Clinton Signed in to law the Iran and Libya Sanctlons
 Act of 1996 (ILSA).‘ ILSA targets only investment’in Iran. 'More
precisely, it limits;oil,and‘gas development to only $20
million. Mr. Haass describes the:econOmiC'impact-as:

“The.directicosts to the ULSi economy of-thedsanctions

on Iran were a loss of profits on trade and

investment. The largest ‘direct loss was .on about $3

billion in o0il trade involVing Iranian crude destined

for third-country markets ‘and the 'proposed Conocof
development of the offshore Sirri 011 field.’f31 ~

Iran Analysis.

As previously identified, and utiliaed for the‘Cubanf*
analysis, there are four criteria for determining if economic
sanctions achieved their de31red results. They are, one; did thev
1ntended policy ohjective work° ‘Two, were the economic |
 sanctions applied unilaterally or multilaterally° fThree;lwhat_,

was‘the cost in terms_of dollars and jobs lost'> And, fourth[
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didhthe:economic'Sanctions changethe-behaVior'of'theitargeted‘
qovermmencz o v |
In Iran s case,‘the flrst crlterlon, dld the 1ntended pollcy
‘vobjectlve work°“The answer 1S‘no.- The U. S pollcy objectlve:g
7prwas to secure 1ts natlonal securlty Spe01f1cally,.the
l»sanctlons'are in place to rld Iran of 1ts weapons of mass td"'
7;destructlon program, 1ts terrorlsm sponsorshlp, and 1ts‘
: dsponsorshlp of those 1nd1v1duals and organlzatlons bent on
dlsruptlng the MlddlefEast peace process.h The Iranlan reglmeﬁis :
”u‘lstlll in power and thelr behav1or has notrreally changed that .
admuch. Although Iran seems to be less threatenlng, 1ts 1deology
‘p‘remains in tact. | |
| The second crlterlon, were the sanctlons 1mposed
'n“unllaterally or multllaterally° 'The answer is they were 1mposed l‘pt
”unllaterally throughout most of the 19 years.‘ Remember that
hvmultllateral sanctlons are more achlevable and de31rable than'
;harekunllateral sanctlons;‘ Nearly, all sanctlons have been
punllateral U‘S actlons w1thout multllateral support. o
The thlrd crlterlon, what was the cost 1n terms of dollars
'ntand jObS lost'> The anSwer is that the costs were‘enormous; <t”
TCompanies,/mostly oil—relatedindustries,'thatlwere?investing in”"
dthe iranian petroleum'industry were:hurt‘the'most. The largest
"ndlrect loss was on about $3 bllllon in orl trade 1nvolv1ng

eran;an‘crude destlned for thlrd—country markets,‘ Addltlonally,~”
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although the U.S; does not do'ﬁuch busihess with thegIrahiah
regime, other countries do. | E

The fourth criterion, did‘the econohio~sanCtiohsichange the
behavior of the targeted governmeﬁt? fThe answervagaingis>ho.e‘
The Iranian’goverhmeht'is'stili in power. Sanctions do not seem
to have changed Iran’s behavior'or‘its:ISlamic’traits and
charactetistios. | | | |

RECOMMENDATIONS

The‘United States government must feformtits‘ecohomio'
sanctions poliey hOW‘sogthat‘the:future eoohomic>aﬁd overaiih
security postufe of the United States remains strohg..‘The‘
United StateS'goverhment should oOnsider'impiementing theh‘h”'
following twovrecommendations:i_Ah k

First, stop 1mp051ng unllateral ‘economic sanctlons. ‘ASj‘
noted author Robert P. O’Qulnn states, “even though the ablllty .
- of unllateral U.S. economlc sanctlons to engender de51red‘pollcy
changes in target couhtries'is dOubtfui at best, their high and’
mounting costbto:the U.S eoonomy 1s not.”32 Unilaterai sanctions
imposed by the Uhited States may‘be counterproduotive for"three.
reasons. | i

First,‘unilateral'sanctions are unlikely to.chahge the',
target country s objectlonable behav1or because the flnanc1al
impact is not large enough. The U S. does not enjoy a global

/

market advantage on ahY‘of 1ts 1ndustr;es, except perhaps on
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~some hlgh technolody lndnstrles. ‘ﬁVen then/vthe target;country ‘Ei
‘3may not‘be 1nterested in those hlgh technology 1tems. h
”‘The seCond reason that unllateral sanctlona‘may be i
counterproductlve 1s that the economlc eanctlons 1mpoaed tend tod:‘

: ;hurt the people of the target country rather than the 1ntended

”1]“rec1p1ent, that of 1ts leader.

The thlrd and flnal reason that unllateral sanctlone may.be
'jrcounterproductlve ls‘that aome proponents of unllateral ‘
-f{sanctlona tend to belleve that other frlendly forelgn
{fgovernments w1ll follow the lead of the U. S 1n lmp051ng e
,,.economlc SanCt;Qnsf}'If thls were true,‘the unllateral sanctlone';‘
_WOnld}thenlbecome multilateralKSanctionsonce_thoseother %
& friendlyiforeign gOVernments'joined in thefenforcementjof‘thek
';sanCtlons::-j- | ” | e ﬁ
‘ The second recommendatlon that the U S dgovernment should
fj.;lmplement 1s, only 1mpose economlc sanctlons when the pollcyvdj
objectlve.ls achlevable and when the effects of.the‘sanctlons‘h,"ﬁ'
”fw1ll change the target‘government’s nnde31rahle behav1or lf
;?these two crlterlons cannot be achleved, then economlc_sanctionsh:~
"‘hare ?Seless,ét,beSt-}Th?'tWO country cases“analyzedhinthig<’;
'l:fpaber'clearly ehowthat‘nnlesaithe oolicy_objecti;e:ls.i"‘
.;achienable and'the_targetvgovernment's behavior‘ia:changed,vi
}economlc Sanctloné do not’work \The pollcy objectlve must belh

‘,Straightforward s1mple, and achlevable 1n a tlmely manner, 5‘tf
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Likewise, the target government’s behavior must be altered to
match the U.S. government’s desired behavior. If the desired

behavior is not changed, then sanctions have failed.

SUMMARY -

Economic sahétions are but oné>6f‘the'maﬁy;toolS'ofvf
diplomacy utilized aé part of the ovérall U.S. poliéy résponée':‘
to.objectionable acfions of.fdfeign gOVétnmentsﬁ :This feseafChA
paper eXplorédgénd asséésed fhe'effeCtivenéSS:aﬁd‘” | .
appropriatenéés bf eranic Sénéfioﬁs'éé ah instfumént pf e
national power with spécific‘emphéSis;oQ the impdsition dfi
ecoﬂomié sanctions on Cuba and Irén; |

-T‘his péper‘ éxamvine'd', fouf main "-aspe’cts' of_ ecdnﬂomic
saﬁctions. Thé‘fifét Qas to define ana'idéntify:What eCéﬁomic ‘
sanctions areL:’Thé'secbnd Was:tovexamiﬁe tﬁe relevénéy:of }>
economic ééncﬁiohsf .The third waé to deterﬁine:;f econbmic 
sanctions_aré.viabie instruments of natigﬁai pbwefgh And”theu
fourth aspect was to"détermine»if'ecoﬂbmic:saﬁctions are uéefﬁl
:in acﬁieving‘oﬁr.natiqnal securify ijéctivés;l:,; o

Utilizing bur ¢urreht policy on eéénoﬁic sanctions and
~ examining its‘reievanCy;bthis pabé# recomméﬁaéd tWo lei¢y _k
changes needed to refofm,the'current U.S;4goverhmeht;s<sancti9ﬁs
policy. These changés were: étop impoéiﬁgtunilaéeral’ernémiC .

}

sanctions and only impose economic sanctions when the policy
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‘ objective is achievable and when the effects"“Of"thé: Sanctions' _‘

' will change t'hétargetéd‘ gov‘ernme‘nt""s undesir“ab:l‘e behavior.

© WORD COUNT = 5,716
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