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SANCTIONS AND US FOREIGN POLICY
IN THE TRUMP ERA

A PERFECT STORM

Great-power competition has brought geoeconomics to the forefront of strategic
thinking in Washington D.C. The United States is well positioned to use coercive
economic tools, particularly unilateral sanctions, in this game because of its structural
advantages in the global economy and nancial system.

President Donald Trump and his administration have signalled a preference for the
unilateral use of sanctions to excel in the competitive international geostrategic
environment and confront rogue regimes .

Wrangling between Congress and the White House over sanctions policy has also
intensi ed since the 2016 presidential election.

ese systemic, policymaker-bounded and domestic-political factors have created a
perfect storm in US sanctions policy. While the US may be able to pursue sanctions
unilaterally in the short term, in the long run this may dissuade allies from cooperating
and erode America s structural advantages as other states resort to hedging.
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SANCTIONS AND US FOREIGN POLICY

IN THE TRUMP ERA

A PERFECT STORM

INTRODUCTION

For the duration of its tenure, the administration of
Donald Trump has been adamant that the internation-
al arena should not be viewed as a global community
defined by positive-sum interactions, but as a realm
of interstate competition. As the current National
Security (NSS) and National Defence (NDS) Strategies
argue, the pursuit of America’s national interests in
such an environment necessitates excelling in the face
of different competitive scenarios. This means har-
nessing America’s military and especially economic
capabilities to check great-power challengers China
and Russia, but also to confront so-called “rogue re-
gimes” — including Iran, North Korea and Venezuela.
The proliferation of economic coercion has been on
display in the trade and financial restrictions that the
Trump administration has used against such actors,
as well as in import tariffs levied against both allies
and adversaries. e situation is further complicated
by Congressional activism in confronting adversaries,
most notably Russia.

This Briefing Paper argues that a perfect storm is
currently brewing in US foreign policy when it comes
to the unilateral use of economic sanctions, broadly
understood as “the manipulation of economic trans-
actions for political purposes”.1l is current tempest
is the result of a peculiar collision of three proverbi-
al weather fronts: systemic factors emanating from
the increasingly competitive international arena, the
worldviews of the current President and key play-
ers in his administration, as well as the contestation
engulfing American domestic politics since the 2016
presidential election. e sanctions storm has not only
come to pose challenges for America’s allies and part-
ners, but also exposes potential longer-term impli-
cations for US global leadership and the international
order writ large.

1 Joseph S. Nye, e Future of Power (New York: PublicA airs, 2011), 71.

ECONOMIC COERCION
IN AWORLD OF COMPETITION

Although the use of economic sanctions is hardly a
novel phenomenon in US foreign policy, the recent
uptick in the use of these instruments should not be
dissociated from the broader shift in the dynamics
of international order. In recent years it has become
commonplace to argue that after a post-Cold War
interregnum, the world is witnessing a “return of
geopolitics” or a new advent of “great-power com-
petition”.2 On the one hand, Russia’s annexation of
Crimea, subsequent actions in Eastern Ukraine, and
meddling in the 2016 US presidential election have
ushered in a new era of geostrategic wrangling be-
tween Moscow and the West. Concurrently, a hard-
ening bipartisan consensus on confronting China as a
rising near-peer competitor has emerged in Washing-
ton. Beijing’s increasing influence in its near abroad,
trade-distorting practices like intellectual property
theft, cyber espionage and forced technology transfer,
as well as a deteriorating human rights situation, have
become a bipartisan concern.

is newfound focus on great-power competition
has brought geoeconomics to the forefront of strategic
thinking in Washington. Defined as ““the geostrategic
use of economic power”,3 geoeconomics provides a
less risky way of conducting power politics, without
having to resort to military instruments. America’s
great-power rivals have also become more adept at
using economic tools as a means of challenging the
incumbent hegemon. Examples abound, whether one
looks at Russia wielding its “energy weapon” against
former Soviet Republics, or China acquiring strategic
ports as debt payment in its neighbourhood. As the
2017 NSS bluntly states: “American prosperity and
security are challenged by an economic competition
playing out in a broader strategic context [...] the

2 Walter Russell Mead, “ e Return of Geopolitics: e Revenge of the Revision-
ist Powers,” Foreign A airs 93, no. 3 (2014): 69-79; Uri Friedman, “ e New
Concept Everyone in Washington Is Talking About,” e Atlantic, 2019, https://
www.theatlantic.com/politics/archive/2019/08/what-genesis-great-pow-
er-competition/595405.

3 Mikael Wigell, “Conceptualizing Regional Powers’ Geoeconomic Strategies: Ne-
oimperialism, Neomercantilism, Hegemony and Liberal Institutionalism”, Asia
Europe Journal 14, no. 2 (2016): 137.

FIIABRIEFING PAPER  SEPTEMBER 2019/ 3



United States will no longer turn a blind eye to viola-
tions, cheating, or economic aggression”.4 Sanctions
are a key component of this toolbox moving forward.

UNILATERAL SANCTIONS AS A COERCIVE TOOL

Within the United Nations system, sanctions fall under
the remit of measures not involving the use of armed
force, which the Security Council — as per Article 41
of the UN Charter — can adopt to protect internation-
al peace and security. Especially since the end of the
Cold War, the US has been a primus motor driving such
multilateral UN sanctions against intransigent regimes
like Iran, North Korea and Libya. After 9/11, the onset
of the “global war on terror” led to a broadening in the
targets of sanctions to non-state entities like Al-Qaeda
and the Taliban. Many of these measures took the form
of so-called “smart” or “targeted” sanctions, aimed
at individuals’ (as opposed to states’) financial flows,
assets, or ability to travel and acquire goods.

Concurrently, the US has become more adept at
imposing sanctions unilaterally. In fact, the US is ex-
traordinarily positioned for the use of economic coer-
cion by virtue of the size of its economy, centrality as a
hub of economic activity and global finance, as well as
the predominance of the dollar in the global financial
system. e O ce of Foreign Assets Control (OFAC)
of the US Department of the Treasury — tasked with
administering, overseeing and enforcing US sanctions
—also enjoys incomparable resources to carry out its
tasks. is confluence of structural comparative ad-
vantages and resources allows the US to employ so-
called secondary sanctions, “economic restrictions
[...] to inhibit non-US citizens and companies abroad
from doing business with a target of primary US sanc-
tions™.5 Although such measures do not always enjoy
widespread backing within the broader internation-
al community, they can still have tangible e ects on
third countries, their businesses and nationals.

The extraterritorial application of US second-
ary sanctions has thus placed it at loggerheads with
its allies and partners from time to time. Even in the
early 1980s, US sanctions against the Soviet Union
placed European companies involved in a gas pipe-
line project in a precarious situation, but the Reagan

4 Donald J. Trump, “National Security Strategy of the United States of Amer-
ica,” White House, 2017, https://www.whitehouse.gov/wp-content/up-
loads/2017/12/NSS-Final-12-18-2017-0905.pdf.

5 Je rey A. Meyer, “Second oughts on Secondary Sanctions,” Pennsylvania
Journal of International Law 30, no. 3 (2009): 905; emphasis added.

administration backed down after an outcry and coun-
termeasures from the Europeans. In 1996 two pieces of
legislation, the Helms-Burton Act dealing with Cuba
and the Iran and Libya Sanctions Act (ILSA), threat-
ened foreign individuals and companies with, for in-
stance, travel restrictions, financial liabilities and loss
of access to the US market if found to be in violation of
US sanctions. e EU responded with a “blocking stat-
ute”, which e ectively prohibits European companies
from complying with American extraterritorial sanc-
tions, but a compromise with the Clinton administra-
tion rendered the statute redundant for two decades.

More recently, during Barack Obama’s tenure,
OFAC imposed hundreds of millions of dollars in pen-
alties on notable foreign banks for sanctions violations.

is was indicative of a shift in the agency’s strategy
from imposing less prominent penalties on smaller
players towards creating a demonstrable deterrent
e ectby going after larger ones.  ere was also a sub-
stantial quantitative increase in the use of sanctions,
when measured in terms of individuals and enti-
ties added to the Specially Designated Nationals and
Blocked Persons List (SDN).6 e Obama administra-
tion also set new precedents by utilising US influence
over global financial institutions in its sanctioning
efforts. The Iran case is indicative. Starting in 2009,
Congress and the White House came together to enact
legislation that would prohibit access to the US for any
foreign banks found to have been dealing with those
Iranian financial institutions blacklisted by the US. In
2012, together with its European allies and partners,
the Obama administration also utilised leverage over
the Belgium-based Society for Worldwide Interbank
Financial Telecommunication (SWIFT) to shut out cer-
tain lIranian banks from the financial messaging ser-
vice, a drastic move given SWIFT’s centrality in the
global banking system.7

At the time, the US approach towards Iran enjoyed
international support, especially from America’s Eu-
ropean and global allies. Yet, by employing such tools,
the Obama administration created a template that

6  Joy Gordon, “Extraterritoriality: Issues of Overbreadth and the Chilling E ect
in the Cases of Cuba and Iran,” Harvard International Law Journal (Online)
30, 2016: 6—7; Bryan R. Early, “Deterrence and Disclosure: e Dual Logics
Promoting U.S. Sanctions Compliance,” Center for a New American Security,
2019, https://www.cnas.org/publications/commentary/deterrence-and-dis-
closure-the-dual-logics-promoting-u-s-sanctions-compliance; Peter Harrell,
“Is the U.S. Using Sanctions Too Aggressively?,” Foreign A airs, 2018, https://
www.foreigna airs.com/articles/2018-09-11/us-using-sanctions-too-aggres-
sively?cid=int-fls&pgtype=hpg.

7 Richard Nephew, e Art of Sanctions: A View from the Field (New York:
Columbia University Press, 2017), 77; Ellie Geranmayeh and Manuel Lafont
Rapnouil, “Meeting the Challenge of Secondary Sanctions,” in Strategic Sov-
ereignty: How Europe Can Regain the Capacity to Act, ed. Mark Leonard and
Jeremy Shapiro (Berlin: European Council on Foreign Relations, 2019), 65, 75.
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President Donald Trump spoke in the United Nations Security Council Briefing last year 2018. Trump believes in economic strong-arming, whether in the form of sanctions or
tari s. He has also managed to surround himself with advisors who are amenable to a more unilateralist and transactionalist outlook.

Photo: Flickr/White House/Shealah Craighead

could be utilised by a future US president in a situation
where international backing for US-imposed sanctions
was not forthcoming. Perhaps sensing such troubles
ahead, Obama’s Secretary of the Treasury Jacob Lew
argued for the prudent use of secondary sanctions to
avoid antagonising allies, destabilising global markets
and undermining America’s global leadership in the
economic realm.8

THE “TRUMP EFFECT”” AND ECONOMIC COERCION

Tightening geostrategic competition has led states to
up their game in the employment of economic tools to
pursue strategic aims, while the seeds for the unilateral
use of sanctions have been sown by past administra-
tions. Still, the sanctions storm has reached fever pitch
during Donald Trump’s tenure.

Trump’s rhetoric and policies reveal that he is a
staunch believer in economic strong-arming, whether
in the form of sanctions or tari s. In fact, the president
appears to adhere to such beliefs on both an instru-
mental and an ideological level. He regards the United
States as well positioned for the successful use of eco-
nomic coercion, and has no moral qualms about using
such tools. Trump also thinks about winning in pro-
foundly zero-sum terms, and sanctions fit remarkably

8  William J. Burns and Jacob J. Lew, “U.S. Treasury Secretary Jacob J. Lew on the
Evolution of Sanctions and Lessons for the Future,” Carnegie Endowment for
International Peace, 2016, https://carnegieendowment.org/2016/03/30/u.s.-
treasury-secretary-jacob-j.-lew-on-evolution-of-sanctions-and-lessons-for-
future-event-5191.

well with his penchant for operating disruptively and
spontaneously. As the American sanctions enterprise
provides the executive with considerable freedom of
manoeuvre, the President can impose these measures
swiftly, without having to worry about advance noti-
fication or judicial review.9

Despite manifold reports of dysfunction inside the
current administration, a shared approach to the use
of coercive economic tools has emerged amongst oth-
er key players. isis partly due to personnel changes,
as Trump has gradually managed to surround himself
with advisors who are amenable to a more unilater-
alist and transactionalist outlook. Current Secretary
of State Mike Pompeo and former National Security
Advisor John Bolton have both endorsed the Presi-
dent’s inclinations when it comes to issuing threats
and using coercive instruments in the economic do-
main. Trump’s trade team reinforces this impression
of hawkishness. Trade Representative Robert Ligh-
thizer is a known critic of the global institutions of
free trade, Assistant to the President and Director of
the Office of Trade and Manufacturing Policy Peter
Navarro is a noted supporter of import tari s against
China, while Treasury Secretary Steven Mnuchin
has reportedly been very active on national security
questions and sanctions. Commerce Secretary Wilbur

9  Carol Morello, “Trump Administration’s Use of Sanctions Draws Concern,”
Washington Post, 2018, https://www.washingtonpost.com/world/national-se-
curity/trump-administrations-use-of-sanctions-draws-concern/2018/08/05/
36ec7dde-9402-11e8-a679-b09212fb69c2_story.html; Devika Hovell, “Unfin-
ished Business of International Law: e Questionable Legality of Autonomous
Sanctions,” AJIL Unbound 113 (2019): 140—45, https://doi.org/10.1017/
aju.2019.20.

FIIABRIEFING PAPER  SEPTEMBER 2019/ 5












