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ABSTRACT
ECONOMIC SANCTIONS AND DOMESTIC POLITICAL INSTITUTIONS: AN
EMPIRICAL ANALYSIS WITH A STUDY OF UNITED STATES SANCTIONS
AGAINST COUNTRIES SUPPORTING INTERNATIONAL NARCOTICS
TRAFFICKING
By

David James Lektzian

In this dissertation I use a general framework regarding the importance of
domestic politics in international relations to address two important topics in the study of
economic coercion; the initiation and the success of economic sanctions. The first part of
the dissertation focuses on the initiation of sanctions. In this section, I perform an
empirical analysis including all sanctions cases from 1950-1989. The findings show that
domestic political institutions influence the use of economic sanctions and supports the
idea of an “economic peace” among democratic states, at least regarding the use of
economic sanctions. While democratic states are more likely to use economic sanctions
than autocratic states, they are less likely to use them against another democracy.

The second part of the dissertation focuses on the success of economic sanctions.
A game theoretic model is developed and used to derive several hypotheses regarding the
success of sanctions at the threat and initiation stage. These hypotheses are tested using a
strategic probit model (STRAT) and data gathered on the US sanctions against countries
that do not cooperate in the fight against the trafficking of illicit narcotics. The findings
show that threats of sanctions have tended to be more successful than their
implementation, leading to a bias against findings of success in studies that only analyze

implemented sanctions. This helps answer one of the most puzzling questions in the



study of economic sanctions; why do states continue to use sanctions when they are so
likely to be unsuccessful? The simple answer proposed by this study is that states
continue to use sanctions because they expect to be successful. However, because most
of the success of sanctions takes place at the threat stage, traditional estimates of success
based on implemented sanctions are likely to be biased downward. A second important
finding is that when the potential target of sanctions is a democracy, both the sender and
the target are more likely to back down at the threat stage. This helps account for the
empirical finding in the first part of the dissertation that democracies are less frequently

the target of sanctions.



Dedicated to the memory of my father, Sam Lektzian
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Chapter 1
Introduction — Why Study Sanctions

Economic sanctions play an essential, yet under appreciated, role in the
interactions between states. As a policy option that fits between the two poles of
military force and doing nothing sanctions have been employed by governments
all around the world with increased frequency and great diversity in the types of
issues to which they are applied. Since 1990 alone, economic sanctions were
used by the United States, Greece, Russia, the United Nations and the European
Union, China, Germany, Belgium, France, Saudi Arabia, England, the
Netherlands, Spain, Japan, the OAU and ECOWAS, Mercosur, and Turkey to take
on goals such as discouraging the proliferation of nuclear weapons and ballistic
missile technology, promoting human rights, combating terrorism, curtailing drug
trafficking, gaining mineral rights, ending armed conflicts, and assisting in the
destabilization of governments'.

The United States has been a particularly frequent user of economic
sanctions leading Richard Haass, the Director of Foreign Policy Studies at
Brookings, to describe sanctions as “the policy tool of choice for the United States
in the post-Cold War world” (Haass, 1998:1). Similarly, Zachary Selden, the
Director of the Business Executives for National Security (BENS) has called
sanctions “Virtually the default option in American foreign policy” (Selden, 1999:

ix).
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That policy makers have turned to sanctions with an increasing degree of
frequency over the last decade is undisputed. Elliot and Hufbauer (1998) summarizing
data collected at the Institute for International Economics show the imposition of at least
50 new cases of sanctions in the 1990s alone after counting 115 cases in the entire period
from 1914 — 1989. Furthermore, a recent study by the Brookings institute (O’Sullivan,
2003) counts 66 new sanctions by the United States or UN during the 1990-2002 period.

There have been various reasons offered for the increased use of sanctions in the
1990s?. One is that the dissolution of the Soviet Union has left the United States
searching for a post cold war paradigm and this has lead to an increased demand to “do
something” about many different problems around the world, including ethnic conflict,
human-rights violations, drug trafficking, terrorism, or nuclear proliferation

A second explanation for the increased use of sanctions in the 1990s is that the
end of the cold war has freed the UN to act now that the East-West gridlock created by
the United States-Soviet opposition has ended. As a result there have been 15 new UN
sanctions since the 1990s (O’Sullivan, 1999) compared to only two prior to 1990.

A third explanation is that the international economy has become more integrated,
producing a greater ability for states to use sanctions for coercive diplomacy. However,

economic interdependence is a double-edged sword for sanctions because while it

! See Hufbauer, and Oegg (2000) for a list of sanctions cases since 1990.

2 Aside from the explanations offered here van Bergeijk (1995) offers six additional factors to explain
“why sanctions are and will be increasingly used: the end of the Cold War; strategic trade policy
considerations; the greening of trade issues; the proliferation of weapons of mass destruction and the related
technology; scale economies in the implementation of sanctions; and the process of globalization” (van
Bergeijk, 1995: 445).




increases the potential vulnerability to the disruption of trade flows, it also increases the
potential for evasion by targets of sanctions.

Whatever the underlying reasons for their increased usage, the paucity of
academic analysis of sanctions compared to studies of military conflict is
surprising and somewhat disturbing. David Baldwin in his treatise on economic
statecraft passionately argues for scholars to study options other than military

statecraft. He says

L

“Any generalization about the utility of military force as a
technique of statecraft made without reference to the utility of
alternative techniques is likely to be both intellectually misleading
and socially irresponsible. Given the plethora of studies of
military statecraft at a high level of generality, most of which make
no serious attempt to consider alternative techniques, scholars are
derelict in fulfillment of their social responsibilities if they fail to
provide studies of alternative techniques of statecraft at comparable
levels of generality...Since the books on military statecraft cannot
be unwritten, the only socially responsible alternative is to generate
studies of alternative policy techniques at comparable levels of
generality” (Baldwin 1985: 67)

In this dissertation, as Baldwin urges, economic statecraft will be studied at a level
consistent with studies of military force, thus at least partly filling the void that
Baldwin laments in the above quote.

Aside from contributions to the academic study of economic sanctions, the
findings of the dissertation also have important implications in the realm of policy. With
the rise in their use and increased complexity of issues for which they are applied,
understanding the mechanisms that produce successful or failed sanctions has become
increasingly important. Sanctions policies that miss the mark by applying pressure in

ways that should be predictably ineffective, are likely to cause increased economic




hardship on poor segments of the target state’s population. The massive economic
damage inflicted on Iraq by UN sanctions between 1990 and 2002 without achieving
stated policy objectives has forced the world to take notice of the consequences of
misusing economic sanctions. If there was ever a doubt about the ability to punish a
country economically through sanctions, it has vanished in the wake of the Iraqi
sanctions. Consider that prior to the sanctions imposed on Iraq in 1990, one Iraqi dmar
was worth three-and-a-half U.S. dollars. By 1999 it took just under 2,000 Iraqi dinars to
make a dollar’. (Roberts, 1999) Clearly, sanctions should not be used lightly, nor should
they be used without an attempt to understand their repercussions.

When considering the use of economic sanctions, it is essential to understand
how, or if, economic hardship will be translated to the achievement of political
objectives. Perhaps the most important lesson to understand about economic sanctions is
that effective sanctions (in terms of economic damage) do not always equal successful
sanctions (in terms of policy achievement).

Woodrow Wilson demonstrated an appreciation for the power of sanctions to
punish when in a speech in 1919 he uttered these famous words,

“A nation that is boycotted is a nation that is in sight of surrender. Apply

this economic, peaceful, silent, deadly remedy and there will be no need

for force. It is a terrible remedy. It does not cost a life outside the nation

boycotted, but it brings a pressure upon the nation which, in my judgment,
no modern nation could resist” (Padover, 1942:108).

3 While this is a comparatively objective measure of the consequences of the sanctions, many
researchers cite figures on the increased number of deaths of children under 5 in Iraq as a result of the
sanctions. These estimates range widely from about 237,000 to about 1.5 million children dead as a result

of sanctions.




What Wilson failed to understand (although it was made painfully clear in the
failed attempt by the League of Nations to use economic sanctions to coerce Italy
in 1935) was that while sanctions may indeed be a terrible remedy in respect to
their ability to impose economic hardship, this hardship will not necessarily
translate into surrender by the target. Simply put, some governments will be less
responsive to economic coercion attempts than others regardless of the economic
damage imposed. This point was also made clear in the Iraqi sanctions, and it
demands that we strive for a better understanding of the workings of this “terrible
'remedy.” However, the ultimate irony for the statesperson may be that it is not
sanctions that are a terrible remedy; it is their improper use, which has terrible
consequences.
The Puzzling Use of Sanctions

Contrary to the opinion of Woodrow Wilson, researchers have been highly
skeptical of the ability of sanctions to accomplish their policy goals and many have come
to the conclusion that sanctions are simply an ineffective policy tool. Johan Galtung in
one of the most frequently cited works on economic sanctions concludes “In this article
the conclusion about the probable effectiveness of economic sanctions is, generally,
negative” (Galtung, 1967; p. 409). Barber (1979) and Olson (1979) find the same
conclusions in their reviews of the literature. “There is a strong consensus that sanctions
have not been successful in achieving their primary objectives” (Barber, 1979; p. 384).
“There is a consensus in the literature that economic sanctions are largely ineffective.”
(Olson, 1979; p. 473). In a more recent work, Cortright and Lopez come to the same

conclusion as evidenced by this statement “Yet the conventional belief, seemingly
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supported by the scholarly research, is that sanctions do not work” (Cortright and Lopez,
2000; p.13).

All of these negative assessments of the effectiveness of sanctions as a policy tool
lead to what is probably the most frequently addressed puzzle by sanctions researchers;
why do states use economic sanctions when they have such a dismal record of success.
For example, Lindsay (1986) asks “Yet if trade sanctions do not work, why do states
continue to impose them” (Lindsay 1986: 153) In other words, if sanctions are so unlikely
to succeed, why are they turned to so frequently to address important security concerns?
And what is particularly puzzling is why the senders of sanctions are so frequently
powerful countries that have many other foreign policy tools at their disposal, but still
choose sanctions. In other words, why, out of all the options available, would policy
makers knowingly choose one with such a low success rate?

In this dissertation, I propose a unique answer to the question of why sanctions are
used so much when they are so unlikely to be successful. The direct and intuitive answer
is that sanctions are simply not an unsuccessful policy, or they would not be used as often
as they are. The reason that traditional studies of sanctions have been so far off the mark
on this issue is that traditional empirical estimates of sanctions success are likely to be
biased downward because successful threats of sanctions are ignored. I develop this line
of reasoning through a deductive model accounting for threats of sanctions that explains
why states may rationally continue to use sanctions as a foreign policy tool even in the
face of low success rates for those sanctions that are implemented.

This deductive model shows that most of the success of economic sanctions

should be seen at the threat stage and not after they are implemented. Once, the two sides
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have actually engaged in implemented sanctions, the probability of success is shown to be
much lower. Therefore, analysts who base their assessment of the usefulness of sanctions
on their observed empirical success rate are only seeing part of the picture; and the most
dismal part at that. Viewing the policy in its entirety (including the success and failure of
threats) shows that it is entirely reasonable for policy makers to use sanctions with the
expectation of reaching success. Furthermore, in order for senders of sanctions to

. increase their credibility and prevent targets from anticipating that the sender will back
down, it may be perfectly rational for senders to leave ineffective sanctions policies in
place for long periods of time to signal their resolve. In other words, it may be quite
necessary to have failed cases of sanction in order to demonstrate resolve on the part of
the sender and lead to successful future threats of sanctions.

While the previous discussion focuses on the formulation of a deductive model
and its uses in the derivation of formal hypotheses, I also perform an empirical test of
these hypotheses. Gates and Humes (1997) describe the method used here for analysis in
the following way

“Using the deductive approach, a game theoretic model is developed and

formalized form a more general theory to model a social interaction.

Assumptions (initial conditions) and equilibria for the game are then

identified. From this analysis, a set of propositions are presented and

empirically evaluated. The empirical analysis essentially tests

propositions derived from the analysis and identification of equilibria”

(Gates and Humes, 1997:15).

In order to test the hypotheses of the deductive model, a new database of sanctions
cases, which includes threats of sanctions, is created. This data includes all threats and

impositions of sanctions by the United States from 1986-2002 against countries

supporting the illegal trafficking of narcotics. Important independent variable concepts
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are operationalized with data on the amount of drug production and traffic for every
country from 1987-2000 gathered from United Nations sources and supplemented from
United States sources where UN data was missing‘. Thus, a major innovation in this
research is that unlike other deductive studies that focus on cases of implemented
sanctions, this study is able to analyze the importance of the entire sanctions policy,
including threats.

The results of the empirical model also lend strong support to the importance of
regime type in sanctions. Of particular importance for this study is that the biggest
impact of target democracy level was found to be at the threat stage. After sanctions have
been threatened, they are significantly less likely to occur between democracies. These
findings help reconcile the expectation common in the literature that sanctions are more
likely to be successful against democratic governments but at the same time are
empirically less likely to occur between democracies (as demonstrated empirically later in
this dissertation)’.

In one of the most important findings of the dissertation, the United States is
found to threaten other democracies with regularity, as they should do if they expect
success, but those cases involving democracies as targets are significantly less likely to
reach the implementation stage because both the sender and the target are more likely to
back down. This shows the strong signaling qualities of sanctions when democracies are
involved. Both senders and targets are found to be more likely to back down when a

democracy signals its intentions by using or resisting sanctions.

* Of course, there was still some missing data. See chapter 5 for complete details on this data set.
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Without this finding there is an unresolved question for all studies of sanctions
success and regime type. That question is that if democracies are less able to resist
sanctions (as proposed by the sanctions and democracy literature), then why are they less
likely to be sanctioned? If potential senders of sanctions are behaving rationally, and they
have a higher utility for successful sanctions than failed sanctions, then democracies
should be sanctioned more frequently. However, democracies are actually less frequent
targets of sanctions and the findings of this dissertation help explain why.

There are actually two parts to the explanation as proposed here. First, as shown
in the initiation section of the dissertation, democracies are the most frequent users of
sanctions, but are less likely to use them against similar regimes. This results in fewer
sanctions against democracies because of ideological similarities. Second, sanctions
against democracies are less likely to occur because of the ability of democracies to send
more credible signals. Thus when a democracy resists sanctions, the potential sender is
more likely to back down without a sanction being recorded. Also when a democracy is
truly unable to resist the sanctions once they are imposed, they are again more credible
and are more likely to give in at the threat stage rather than bluffing and having to give in
once the sanctions are enacted. Importantly, in both instances sanctions are never
observed in traditional studies of sanctions. This leads traditional studies of sanctions to
underestimate the frequency with which democracies are targeted by sanctions.

Therefore, we see that by framing the research question within a model that

includes the importance of domestic institutions and by considering the successful use of

5 Similarly, Drezner (1999) predicts fewer sanctions against allies even though he predicts states to be

more successful against allies than adversaries.
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threats of sanctions, state behavior is found to be not so puzzling. States use sanctions
because they expect to be, and very often are, successful. However, because much of this
success is occurring at the threat stage it is unobserved by typical empirical analysts.
Therefore, much of what is cast by others as puzzling is shown here to be quite expected.
Studying Sanctions as a Type of Conflict

In addition to the explanations provided in the first section of this chapter
for the increased use of sanctions in the 1990s, Baldwin provides another
explanation for the general attractiveness of sanctions relative to other policy
options. Baldwin describes sanctions as filling an important space between using
military force and doing nothing. He says, “Economic sanctions lie somewhere in
between war and appeasement in terms of a continuum of toughness.” (Baldwin
1985:104) “[Sanctions] are stronger than diplomatic protests but weaker than
military attack” (Baldwin 1985:104). Another analyst has adeptly noted that
“Sanctions straddle the line between the issue areas of national security and
international economics, giving rise to unique theoretical and policy puzzles”

(Martin, 1992; p.1).

Throughout the dissertation I build on the perspective that sanctions occupy this
position between security studies and international economics, which leads me to take a
vastly different approach to the study of sanctions. Previously scholars have approached
the study of sanctions from an economic perspective with an interest in the economic
implications of trade restrictions. However, if one sees sanctions as a type of conflict
short of war, they can be analyzed in much the same way as in studies of militarized

conflict. While the economic impact of sanctions is considered throughout this work, the
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primary focus is on studying sanctions as a type of conflict. Scholars studying military
conflicts have already thoroughly explored the effect of domestic institutions on the
initiation, duration, severity and outcomes of wars, but such analysis has not typically
been performed on economic conflicts. Treating sanctions as conflicts provides an
opportunity to extend existing research on militarized disputes to the realm of economic
disputes, thus developing an exiting new area of research in International Relations.
While the conflict literature is rife with theoretical perspectives, in this
dissertation the body of work generally referred to, as the ‘Democratic Peace’ will
provide the theoretical framework for most of the analysis. One of the most robust
findings in all of International Relations is that democratic countries will not fight wars
with each other. This finding has been hailed as “the closest thing to an empirical law in
world politics” (Levy 1988: 662). However, until very recently, this has not been a topic
of study for those interested in the use of economic force. Kim Richard Nossal, a leading
sanctions researcher, notes that scholars studying sanctions “...have tended to overlook
one important variable: the impact that regime type has on the success or failure of
international sanctions as an instrument of global governance” (Nossal 1999; p.127).
Nossal has identified a critical deficiency in the sanctions literature that pertains
not only to the success or failure of sanctions, but the onset, or initiation, as well. One of
the main theses developed in this research is that, much as in the democratic peace
literature, regime type influences the behavior of states in the use of economic sanctions.
However, since the costs associated with economic sanctions are less than those

associated with uses of military force the relationship will not be as strong.
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The 1956 Suez crisis provides an example of this relationship. When Great
Britain and France aided Israel in attacking Egypt without the approval of their ally, the
United States, three fully democratic countries squared off on opposite sides of a
potentially explosive dispute. The United States certainly wanted to exert pressure on its
democratic allies Great Britain and France to disengage their militaries from the Sinai and
honor an immediate ceasefire. But when the UK and France used their UN Security
Council veto power to block the United States’ call for an unconditional cease-fire, the
United States had to decide what level of force was most appropriate for achieving its
goal. In the end, the United States was willing to impose very costly economic sanctions
that are estimated to have cost Great Britain approximately $167 million (Hufbauer,
Schott, and Elliot 1985: p. 277), but a United States military strike against Great Britain
and France was never seriously considered. Hufbauer Schott and Elliot provide this
assessment of the situation.

From late October through early November, [the] UK’s oil reserves

are nearly depleted and [a] serious run on the pound threatens its

financial position. [The] United States blocks attempts by [the]

UK to draw on its IMF reserves, refuses to provide financial

assistance to support [the] pound unless [the] UK accepts UN

recommendations, [and] promises Eden [a] $1billion loan as soon

as British troops are withdrawn from [the] Suez. Totally beaten,

Eden capitulated at noon on 6 November. (Hufbauer, Schott, and

Elliot, 1985: p.278)

An important question for consideration is whether the behavior described above,
where one democracy is willing to impose costly economic sanctions against a
democratic ally, is typical of international relations or an exceptional case. Another area

for consideration pertains to the success of this influence attempt. Great Britain was one

of the most economically and militarily powerful countries in the world, yet it acquiesced
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to the demands of the United States after costly sanctions were imposed. An explanation
based on the importance of domestic institutions is provided in the dissertation for how
the United States was able to persuade Great Britain to change behavior through the use
of economic coercion.

By comparison, consider the response of the Soviet Union when the United States
tried this same tactic two decades later. After the Soviet Union’s invasion of Afghanistan
in December 1979, the United States again responded to military aggression by a major
world power with harsh economic sanctions, which included an embargo of United States
grain shipments (Hufbauer, Schott, and Elliot, 1985:655). These sanctions heightened
tensions between the countries and brought economic and political pressure on the
Soviets as well as imposing political and economic costs on the Carter regime from the
United States’ agricultural community. Once again, even if the United States was
unwilling to go to war over the issue, it was willing to impose costly sanctions to signal
its disapproval for the action and demonstrate its resolve.

Assuming that the costs were prohibitively high for confronting the Soviets
militarily in Afghanistan, the United States could have chosen to do nothing or to publicly
condemn the actions without the accompaniment of sanctions. However, as Selden
(1999) has pointed out, as a great power the United States pays a high price for inaction
when others perceive them to have the ability to act. Thus doing nothing becomes a very
costly response for great powers, which can send unintended signals to the rest of the
world. If the United States chose to do nothing in response to the Soviet’s invasion it
may have signaled disinterest on their part, a general weakness that precluded any

response, or tacit support for the actions. Issuing a public condemnation of the invasion
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without sanctions would have also signaled a lack of commitment on the part of the
United States. Paarlberg (1980) summarizes the difficult situation facing the president
after the Soviet’s December invasion.

However slim its chances of success, the grain embargo must have

appeared, last January, as more attractive than the alternatives. The

alternative was to continue with plans...to sell in 1980 an all-time record

25 million tons of United States grain to the Soviet Union... Without an

embargo of some kind, the President would have found himself presiding

over the largest ‘Russian grain deal’ on record...To important allies

abroad, this would have been an inappropriate token of the

administration’s new policy toward the Soviet Union, so soon after

Afghanistan...Politically, the only thing worse than announcing a grain

embargo two weeks before the Iowa caucuses would have been not to

announce such an embargo.” (Paarlberg, 1980: 160)
In the end, even though the sanctions imposed high costs to both the Soviet Union and the
United States and may have actually been the best of the available options at the time,
they were eventually lifted without achieving any of their stated goals.
Plan of the Dissertation

I want to emphasize two points from the preceding examples, which pertain to the

two main themes of this dissertation. These two main themes can be seen as the two

branches in the flow chart in Figure 1.1.
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The top branch in the figure shows the theme of the initiation of sanctions, which
will be taken up in chapter 3, while the bottom branch shows that the theme of the
success of sanctions will be the subject of chapters 4 and 5. On the far left of the
diagram, Chapter 2 starts with a thorough review of existing theories regarding the use of
and success of sanctions and proceeds to develop a unique theoretical perspective
emphasizing the importance of domestic institutions. Thus, chapter 2 provides the
theoretical “glue” (if you will) that holds the dissertation together.

Referring back to the Soviet grain embargo and the Suez sanctions, we see first
that pertaining to initiation, sanctions were used in a way that corresponds to Baldwin’s
characterization of them as a policy instrument lying between war and appeasement. In
both cases the United States was unwilling to go to war, but they were also unwilling to
give tacit approval by not responding. Thus in both cases, we see decidedly political
conflicts where economic coercion is used in hopes of achieving a change in a political
policy. Chapter 3 takes up the decision to impose sanctions by performing a detailed
empirical analysis of the factors affecting the decision to use sanctions.

An essential theoretical question proposed in this chapter is whether there is a
minimum threshold of hostility level to which theories of the democratic peace apply.
Or, in other words, is there an “economic peace” between democratic countries with
regard to uses of economic sanctions that mirrors the finding of the democratic peace
with regard to militarized disputes? Or, on the other hand, when the costs involved in the
conflict drop to the level involved in economic sanctions, will countries be quick to
respond with economic force regardless of ideological similarities (as was the case in the

United States sanctions against Great Britain)?
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The results of the statistical analysis in chapter 3 provide convincing evidence that
even though democracies are more likely to use economic sanctions than other nations,
they are significantly less likely to use them against fellow democratic nations. However,
unlike in militarized conflicts, democracies are not altogether unwilling to use economic
force against other democracies. Democracies are the most frequent users of economic
sanctions, and, as evidenced in the Suez case, they will not completely exclude this lower
cost option as a tool of coercion against fellow democracies. But when democracies do
use sanctions against each other, domestic institutions present in democracies result in
specific types of sanctions being imposed. For example, democracies prefer to impose
financial sanctions as they cause less harm to the general public. I also find that the
greater incentive in a democracy to promote the public welfare leads democracies to
impose minor sanctions more often than autocracies.

The unambiguous conclusion of the analysis of chapter 3 is that domestic
institutions influence the use of and responses to economic force. Similar to the results of
the democratic peace regarding militarized force, countries with democratic institutions in
place are more likely to use economic sanctions, but are less likely to use them against
other democracies.

The second point from the two examples is that while the United States applied
costly sanctions over aggressive military behavior in both cases, they were successful
against Great Britain and not against the Soviet Union. Thus, a second theme of the
dissertation (taken up in chapters 4 and 5) is an exploration of the factors affecting the
successful use of economic sanctions. Chapter 4 is a theoretical chapter exploring the

role of threats in the use of economic sanctions with a special emphasis on the importance
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of domestic institutions. A formal, game theoretic, model is developed showing how
senders and targets of economic coercion can be expected to behave once economic
sanctions have been threatened. The theoretical foundation of the model is that domestic
political institutions can help explain why some targets of sanctions might comply at the
mere threat of sanctions while others might resist complying even under the heaviest of
sanctions. Chapter 5 subjects the findings of this model to empirical tests using data from
the United States’ sanctions policy against countries that are not cooperating in the fight
against international trafficking in illicit narcotics.

A final point is that the Soviet Union and Great Britain had very different forms of
government at the time they were targeted by the United States with sanctions in the two
examples. As mentioned above, an important theme throughout the dissertation, which
ties together the initiation and success of sanctions, is the regime type of the governments
involved. Thus, before presenting the separate treatments of the initiation and success of
sanctions a general framework describing the importance of domestic institutions is
developed in the following chapter. The theory developed combines facets of both the
democratic peace literature and a public choice approach to the use of economic
sanctions. Before proceeding to the development of the theory, a general review of the
sanctions literature will be performed in order to establish a definitional language and to

evaluate previous arguments regarding domestic institutions and economic sanctions.
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Chapter 2
Defining Sanctions and the Determinants of Success

There are two main branches to this study, which are tied together by the
importance of domestic institutions in the target and sender of sanctions. The first branch
involves the study of the factors affecting the initiation of sanctions and the second
addresses the factors leading to their success. The majority of the literature on sanctions
addresses the question of success in some manner, and most authors have painted a rather
pessimistic view regarding the potential for sanctions to achieve their stated foreign
policy goals. However, there is little consensus as to why that is the case, or how
important the achievement of stated goals is to the determination of the success of
sanctions. It is my contention that much of the reason for this lack of consensus
regarding the success of sanctions is due to vastly different definitions of what a sanction
is and when a sanction is successful.

This lack of clarity in terms is also partly to explain for the puzzle mentioned
earlier of why states continue to use sanctions when they are unlikely to be successful.
For instance, some analysts have included as economic sanctions, such punishments as
diplomatic restrictions, travel bans, sports bans, arms embargoes and other non-economic
punishments as well as trade and financial restrictions®. Defining success has been just
as inconsistent with some attributing success only if stated goals are achieved and a direct
link can be established between the imposed economic restriction and the change in

behavior of the target (best exemplified by Pape, 1997), while others have allowed for

¢ For example both O’Sullivan (2003) and Doxey (1997) include UN imposed diplomatic sanctions

against Sudan in 1996 among their cases of “sanctions”.
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success to be achieved simply through the ability to punish a perceived wrongdoer (best
exemplified by Nossal, 1989).

Thus, in the following sections I will discuss the differing perspectives found in
previous research on what sanctions are and how to achieve and evaluate their success.
The Use of Sanctions (Type, Scope, Domain)

Based on Baldwin’s typology of economic statecraft (Baldwin, 1985; p.32),
previous work on economic sanctions can be analyzed in terms of three areas. First, what
is the type of policy instrument used? Or, in other words, what is and is not included as
an economic sanction. Second, what is the scope of the influence attempt? Or, what is it
that sanctions are trying to achieve, and how does one conclude that they have been
successful? Finally, what is the domain of the influence attempt, or who are sanctions
designed to affect in order to be successful? Each of these three areas (type, scope, and
domain) will be addressed in the following sections.

The Type of Influence Attempted
Definition of Sanctions — What is a Sanction?

It is essential to establish a clear definition of what is and is not included as an
economic sanction. This is true not only for the obvious reason that it clarifies the
boundaries for the discussion, but it also helps clarify when sanctions have failed and
when they are successful. Unfortunately, the sanctions literature is anything but clear
about what constitutes a sanction. Nossal (1989) laments this lack of clarity and points
out that it inhibits the general understanding of sanctions. “One of the impediments to
clear discussions about the useful purposes of sanctions is the use of the term “sanction”

itself. Definitions tend to be idiosyncratic, often sloppy, and frequently in violation of the
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minimum requirement that a word be defined in a way that generally conforms to
common usage” (Nossal, 1989; p.304).

Lack of clarity in determining what a sanction is can lead to ambiguity about
factors that lead to sanctions usage as well as what constitutes a successful sanction. This
problem is particularly acute for analysts testing empirical models with secondary data
sources. It is essential that the definition for case selection is clear and that the cases are
. actually selected based on criteria matching the author’s criteria. It makes little sense to
define sanctions in the theoretical realm in one way and then perform tests on cases fitting
a different definition. The most widely used source of data for empirical studies of
sanctions is Hufbauer, Schott, and Elliot (1985) who define sanctions as “...the deliberate
government-inspired withdrawal, or threat of withdrawal of ‘customary’ trade or financial
relations” (Hufbauer, Schott, and Elliot, 1985: p.2). Hufbauer, Schott and Elliot go on to
say, “We define foreign policy goals to encompass changes actually and purportedly
sought by the sender state — the country imposing sanctions — in the political behavior of
the target state.” And, “We exclude from foreign policy goals the normal realm of
objectives sought in banking, commercial, and tax negotiations between sovereign states”
(Hufbauer, Schott, and Elliot, 1985: p.2). Thus empirical analysts using Hufbauer,
Schott, and Elliot’s data, whether they agree with this definition or not, are constrained to
report findings based on this definition or explain how the differences influence results.

Therefore, as Nossal (1989) notes, providing a clear definition of sanctions “is not
merely a semantic exercise designed to add yet another idiosyncratic definition to an ever-
expanding stock” (Nossal, 1989; p. 305). Providing a clear definition of the scope of

sanctions is an essential part of any sanctions research. Thus, in an effort to avoid
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ambiguity in definition, I will define sanctions as used in this study as uses of economic
means to coerce another state to do something that it would not have otherwise done in
the political realm’. An important element of this definition is that sanctions are viewed
as essentially political disputes linking economic means to political ends. As such, I view
sanctions as a clear escalation of hostility between sender and target that is above what is
seen in normal economic intercourse between nations.

This definition is developed, in part, from the definition of economic statecraft
provided above from Hufbauer, Schott and Elliot, and in part from Baldwin (1985).
While I point out important differences between Baldwin’s definition of sanctions and
that used here, Baldwin’s “Economic Statecraft” is one of the most influential works on
Economic Statecraft and it is used as a point of comparison for much of the discussion
that follows. Baldwin defines economic statecraft as influence attempts relying primarily
on resources that have a reasonable semblance of a market price in terms of money. The
essential difference between Baldwin’s definition of sanctions and the one used here is
that Baldwin’s definition includes all types of ends (beliefs, attitudes, opinions,
expectations, emotions, and/or propensities to act). The definition used here (like that
used by Hufbauer, Schott, and Elliot) departs from Baldwin, and is more traditional, in
that it differentiates between economic influence attempts that are essentially political in
their ends and those that are essentially economic in ends. Others who have made this
distinction include, for example, Bienen and Gilpin (1979) who exclude the imposition of

tariff barriers to retaliate against foreign trade barriers from their definition of economic

7 The terms economic sanction, economic coercion, and economic force are all used interchangeably
throughout the dissertation.
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sanctions on the grounds that the primary purpose of those actions is “economic rather
than political” (quoted in Baldwin p.47).

Lindsay (1986) also explicitly excludes economic means used to achieve
economic ends. Lindsay defines sanctions in the following way: “Trade sanctions can be
defined as measures in which one country (the initiator) publicly suspends a major portion
of its trade with another country (the target) to attain political objectives” (Lindsay, 1986:
p.154, emphasis in original). Lindsay goes on to say “...the pursuit of political objectives
distinguishes sanctions from curbs on trade designed to secure economic ends” (Lindsay,
1986: p.154).

Another important work on economic sanctions, Barber (1979), begins by clearly
defining sanctions as not to include economic means for economic ends, “Economic
sanctions are economic measures directed to political objectives” (Barber, 1979, p.367).
Thus, following the lead of Bienen and Gilpin, Lindsay, Hufbauer, Schott, and Elliot, and
Barber, economic means used to achieve economic ends are excluded from the definition
of “economic sanctions” used here.

Baldwin (1985) also has one of the most detailed and extensive typologies of
sanctions. He breaks sanctions down into positive and negative sanctions, and then
further dissects each of those categories into trade and capital controls. He defines 11
types of negative trade sanctions, 7 types of negative capital sanctions, 7 types of positive
trade sanctions, and 5 types of positive capital sanctions (Baldwin, 1985, tables 2 and 3:
pgs. 41-42).

While Baldwin clearly provides the broadest and most detailed typology of

economic coercion attempts, a more general classification is provided by Hufbauer,
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Schott and Elliot (1985). The simple typology of Hufbauer, Schott and Elliot has distinct
advantages for empirical studies of sanctions like this one. While Hufbauer, Schott and
Elliot’s typology is not as detailed as Baldwin’s it has the clear advantage of being
operationalized and the data has been made available to empirical researchers. Hufbauer,
Schott, and Elliot state that “There are three main ways a sender country tries to inflict
costs on the target country: first by limiting exports; second by restricting imports; third
by impeding finance, including the reduction of aid” (Hufbauer, Schott and Elliot, 1985:
p-28). In general Hufbauer, Schott, and Elliot have far fewer distinctions between types
of sanctions, limiting their analysis to just three types of sanctions and not making a
distinction between positive and negative sanctions. Of the sanction cases that they
quantify, approximately 75 percent of them involved some type of financial controls,
while approximately 35 percent involved trade restrictions of either exports or imports.
About 30 percent of the cases they document involved all three types of restrictions,
exports, imports, and financial controls.

In chapter 3, I use Hufbauer, Schott, and Elliot’s data to test a theoretical
argument that there is an important distinction between uses of financial sanctions and
uses of trade sanctions. In that chapter, I simplify Hufbauer, Schott, and Elliot’s three
categories even further to draw attention to the differences between financial sanctions
and trade sanctions.

Before moving on, Baldwin’s argument for including economic means for
economic ends as forms of economic statecraft deserves consideration. He states his case
for considering all uses of economic means as types of economic statecraft forcefully

when he says “...an influence attempt intended to effect another state’s tariff levels,
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economic growth rate, attitude toward private foreign investment, or economic welfare is
a political act.” (Baldwin, 1985:33) Thus, since economic ends can easily be converted to
political ends he includes them as types of economic statecraft. It is somewhat curious
though that Baldwin does place limitations on the means used, even if the ends pursued
are economic. For example, bombing factories to reduce an adversary’s economic
capabilities is not included in Baldwin’s definition of economic statecraft. But, using
economic capabilities to reduce an adversary’s ability to bomb your factories would be
included. This is a curious exclusion since Baldwin explicitly argues that all potential
policy options available to a state are linked by comparative costs. But in logic typical to
that used by Baldwin, the use of military force could actually be the best form of
economic statecraft available to a policy maker. If bombing an adversary’s factories
lessens their production possibilities, it simultaneously makes them less able to use
economic coercion against your country and makes your country’s economy relatively
stronger thus increasing your future ability to use economic means of coercion. Just as
Baldwin is able to convert all economic ends into political ends, all political ends could
be put into economic ends, or military means could be converted into enhanced economic
means; this is simply a point of reference. Thus, extending Baldwin’s reasoning to its
logical extreme would result in all political acts being types of economic statecraft.
Clearly a boundary must be drawn somewhere. Baldwin draws the boundary at economic
means, here I draw the boundary at economic ends.

As mentioned above, the definition used here is narrower than Baldwin’s because
I view sanctions as essentially political disputes in which the sender is linking political

outcomes to future economic relations. By restricting sanctions to this type of linking
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behavior, and not including cases of economic means for economic ends, the type of cost
structure associated with sanctions (as defined here) will be higher. Baldwin purposely
maintains the definitional ends broad and means narrow because his main focus is normal
‘economic statecraft,” not economic sanctions. Narrowing the definition, as done here,
implies that sanctions are an ‘abnormal’ use of economic means. In other words
sanctions as defined here are a deliberate and direct attempt to link economic power with
political coercion. I agree with Baldwin that providing subsidies to domestic farmers
discourages foreign imports and might force a lowering of foreign subsidies to their
ldomestic producers. Thus, state A has used economic policy to affect B’s economic
policy and since economic policy is a product of politics, a coercion attempt has occurred.
However, this type of action is decidedly different from, say, country A announcing
publicly that it will no longer export arms that it produces to a country involved in a civil
war. Or, that it will no longer provide most favored nation status to a country until it
improves its human rights record. Olson (1979) also acknowledges this distinction
between the more subtle nature of economic coercion and the more public form of trade
sanctions about which he says, “ultimately, the objective of most attempts at sanction is
to foster divisions between elements of the elite, or between the elite and the general
populace, or both” (Olson, 1979; p. 474).

An important reason for making this distinction is that without it, it is difficult to
imagine theories applying to costly militarized disputes (as used in this dissertation) also
applying to economic sanctions. Trade disputes, not involving linkages to some outside
political objective, will generally be associated with a smaller cost structure than when

formal sanctions are imposed. Sanctions as defined here signal a clear escalation of
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hostilities, breaking trade or rescinding aid, and in many cases attempting to cast the
target as a violator of international norms that must be punished. Therefore, if one were
to align policy options from the least amount of hostility to the most, diplomacy would be
at one end and military force at the other, with economic sanctions (as defined above)
located between the two. Thus, economic sanctions, by themselves, fall short of the
hostility involved in uses of military force, but clearly exceed that of pure diplomacy or
general trade disputes.

As stated earlier, properly defining what a sanction is, goes a long way toward
determining what a successful sanction is. However, a definition that is too broad
introduces theoretically intractable problems in determining when a sanctions episode is a
success. Allowing for the use of economic means to produce economic ends as part of
the definition of sanctions means that, by definition, economic ends become part of the
goal of sanctions and, thus, part of the definition of success. Restricting the ends of
sanctions to clearly political objectives removes much of the ambiguity introduced by
Baldwin’s definition. For example, if sanctions are able to produce devastating economic
effects on the Iraqi economy without achieving any of the stated political objectives,
Baldwin’s definition still allows for them to be successful in terms of imposing economic
costs on Irag. However, most would argue that UN sanctions imposed on Iraq in 1991
after the Gulf War ended have not been successful because they have not resulted in Iraqi
compliance with UN demands.

Furthermore, there are serious ethical problems with defining success in terms of
imposing economic costs on the target nation. Gordon (1999) investigates the morality of

using economic sanctions to achieve political goals. She argues that sanctions are a form
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of siege warfare, and because they do not discriminate between innocent civilians and
legitimate military targets, they violate the just war doctrine of jus in bello. The jus in
bello principle of discrimination requires that “the means used for warfare must not be
indiscriminate” (Gordon 1999: 91). This is a powerful critique based on the naive theory
of sanctions that imposing enough harm on civilian populations will cause them to
pressure their leaders to change the policy so that sanctions will be lifted.

However, if one defines a criterion for success of sanctions, and thus one of the
essential reasons for using them, as inflicting economic harm on the target nation, then
sanctions fail to meet the just cause criteria (jus ad bellum) of the doctrine as well. The
Jjus ad bellum criteria, as defined by Gordon “requires a real and certain danger, such as
protecting innocent life, preserving conditions necessary for decent human existence, and
securing basic human rights” (Gordon, 1999: 1988). If sanctions success is determined
by inflicting costs on the target economy without achieving policy changes, then it is
difficult to justify their use under this doctrine because it implies that policy change is not
necessarily the objective. This definition of sanctions success would be similar to
judging the success of war by the number of buildings blown up and people killed, and
not in terms of the achievement of political goals.

To be fair, it is difficult to attribute policy change to sanctions if there is no
economic harm done to the target. To continue the war analogy, this would be similar to
attributing success to a military campaign that failed to inflict any casualties. However,
the true measure of success would be to achieve political objectives while inflicting the

minimum necessary amount of collateral damage in terms of civilian harm. Part of the
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reason Gordon disapproves of sanctions is that she believes minimizing civilian casualties
is neither possible nor even the intention of sanctions.

“...the damage done by indirect sanctions is not in fact collateral, in that

the damage to the civilian population is necessary and instrumental. The

direct damage to the economy is intended to indirectly influence the

leadership, by triggering political pressure or uprisings of the civilians, or

by generating moral guilt from the “fearful spectacle of the civilian dead.”

Sanctions directed against an economy would in fact be considered

unsuccessful if no disruption of the economy took place” (Gordon

1999:397).

However, Gordon’s conclusions would be stronger if not based on a naive model
of the determinants of success. Many researchers focused on the policy aspects of
sanctions as well as those theorists operating in the public choice tradition (as does this
dissertation) have focused on what are commonly referred to as “smart sanctions™. In
both of these areas it is clearly understood that civilian harm is not necessary to achieve
policy success. Even van Bergeijk (1992), who shows an empirical connection to
sanctions that harm the target’s economy and successful sanctions, is clear that sanctions
effectiveness (in terms of economic harm) and sanctions success (in terms of policy
success) are two separate phenomena.

There are yet other problems with using a definition as broad as Baldwin’s. His
definition of sanctions not only demands an evaluation of whether the political and
economic goals were met, but requires the analyst evaluate success based on “the scope of

the influence attempt, which can include beliefs, attitudes, opinions, expectations,

emotions, and/or propensities to act.” (Baldwin, 1985; p.32) Therefore, if the attitudes,

® For an edited volume featuring several authors focused on smart sanctions policy see Cortright,
David and Lopez, George. 2002. Smart Sanctions. Lanham: Rowman and Littlefield. For sanctions
theorists in the public choice tradition see Kaempfer and Lopez (1988), Kirshner (1992), Bastos ()
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or opinions or emotions of the target changed favorably during a sanction, it would be
deemed a success even if there were no economic or political effects. Allowing for this
broad of a definition of success waters down the concept of success to the point where it
is hardly useful.
Threats of Sanctions

As noted earlier, the definition of sanctions used here is both narrower and
broader than what others have used. It is broader than most in the sense that it is not
limited to actual implementations of economic sanctions. Threatened uses of economic
force to achieve political ends are also included. Baldwin’s definition, being one of the
more inclusive, also includes threats of economic sanctions,’ but others, like Lindsay
(1986, p.155) explicitly exclude from their definition, cases where sanctions were
threatened but never implemented. If, as argued in this dissertation, much of the success
of sanctions occurs at the threat stage then ignoring threats is a significant omission
leading to an under appreciation for the potential success of sanctions. It is also a
somewhat curious omission since gaining compliance through the threat of sanctions is
the least costly to the sender and thus the truest type of success. Once again it is evident
how the definition of sanctions can affect opinions regarding the success of sanctions.
Researchers can use a narrow definition that does not include threats to theoretically
‘define away’ some of the success of sanctions.

Another important distinction regarding the type of sanctions is whether they were
implemented or merely threatened. The definition established above defines sanctions as

uses of economic force to coerce political behavior. As such, if this can be accomplished
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with the mere threat of a break in trade, then economic force has been used to coerce
political behavior and an argument can be made that a sanction has occurred and
succeeded. On the other hand, if a threat is made and the target of that threat refuses to
cooperate, and the threatening state backs down without carrying out its threat, an
unsuccessful sanction attempt has occurred. Also recall that the most frequently used
definition of sanctions explicitly includes threats of sanctions, defining them as “...the
deliberate government-inspired withdrawal, or threat of withdrawal of ‘customary’ trade
or financial relations” (Hufbauer, Schott, and Elliot, 1985: p.2 emphasis on threat added).
The problem for most empirical studies of sanctions has been that threats of sanctions are
generally not documented in a fashion that makes them quantifiable. Thus, most previous
empirical studies of sanctions ignore threats, and are thus only analyzing a subset of the
uses of economic force that actually occur.

The extent of the problem introduced by ignoring threats of sanctions depends on
whether selection bias is evident in the observed cases of sanctions. There are sound
reasons to expect that selection bias does occur based on previous theoretical work on
sanctions, and threats in general, which provide clear expectations regarding the
importance of threats and the likelihood of selection bias. The remainder of this section
will review some of the important literature on threats of sanctions.

While there has been much written about threats in general, (Schelling,1960,
1966; Baldwin, 1985; van Bergeijk, 1994, 1995; Hovi, 1998) two major theoretical works
focusing on the threat of sanctions stand out. First, Smith (1997) develops a formal

model that incorporates two elements that were previously given very little attention in

® See Baldwin 1985, p.41 where he lists forms of sanctions and threats of any of the listed actions.
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the sanctions literature but are important relative to this study. His most important
contribution was the development of a formal model revealing that in many cases of
potential sanctions, they will never occur because one or the other side will back down
prior to the implementation stage. Thus, Smith is able to show that factors affecting the
success of sanctions should influence their use, and hence that a selection bias is expected
to occur in observed cases of sanctions. This provides a strong theoretical foundation on
which the empirical study of threats performed in later chapters is based.

A second important contribution of Smith’s was to incorporate the costs of
sanctions in the model as being both economic and political. While Smith makes a strong
case for the importance of domestic factors in sanctions decisions, he stops short of
specifying a model that explains sow domestic factors influence sanctions. A logical
extension to Smith’s work is to specify a theory explaining when domestic costs will be
high to the target or sender under different conditions. The economic costs that Smith
mentions have long been studied in the sanctions literature, but the domestic component
of the costs to targets and senders has not been explored. The theory developed later in
this dissertation explores how different domestic institutional arrangements in the target
and sender of sanctions affect the political costs of sanctions and thus their use and
subsequent success or failure. The theory developed here is based on the institutional
explanation of the democratic peace (Bueno de Mesquita et al., 1999) and is presented
later in this chapter.

In Smith’s time independent analysis, he arrives at three separate equilibria.

These outcomes are based on values for the costs of sanctions to the sender and the target
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and the potential value of the policy in question to the target relative to the costs of
sanctions. Smith’s three equilibria are summarized below.
Condition 1: If Ca > 0 (Ca = cost of sanctions for the sender)

The sender has no incentive to sanction and in this equilibrium sanctions are never
observed and the target does not change its policy.
Condition 2: If Cp, 2 0max (Cp = cost of sanctions to target; 8max = Greatest potential value
of policy to target)

In this case, the sender imposes sanctions, and the target immediately complies
(This is considered to be a successful threat by Smith). The sender instantly gets the
policy concession without ever having to pay the actual costs of sanctions. In this
equilibrium, as in the previous, sanctions are never actually observed. However, unlike
the previous case, the policy is changed.
Condition 3: Given that Ca <0 and 6 >Cp

This is the only equilibrium under which sanctions occur. Here, the sender is
deriving some other benefits (Smith proposes increased domestic support) that make the
sanctions beneficial to them (Ca < 0). Therefore, the sender always sanctions and the
target only resists if the payoff from maintaining its policy is greater than the cost of the
sanctions.

In general, based on Smith’s model, two conditions are necessary to observe
sanctions. First, the sender must benefit from sanctions even if it never receives
concessions from the target. Second, the target values its policy more than avoiding the

costs of sanctions. “Sanctions only occur when the political benefits to nation A
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outweigh the economic costs of sanctions and when the cost of sanctions is low for B”
(Smith, 1997; p.234).

Smith’s study is important because it presents a formal framework for how cases
might find their way into the implemented sanction, successful threat, and the failed
threat categories of the model that will be developed later in this dissertation. Smith also
lays the groundwork for the importance of domestic factors in whether sanctions are
threatened, but as mentioned earlier, he fails to provide a theory for when and how those
domestic factors will be important. Smith also fails to consider how domestic factors will
affect decisions by the target of sanctions. He only considers how domestic demand in
the target for sanctions will increase the likelihood that the sender will impose sanctions.
The theory presented in the following chapters of the dissertation fills this void by
explaining the importance of domestic factors for targets and senders in uses and threats
of sanctions.

The final contribution of Smith’s work to this study is that the formal model
presented in this dissertation follows the convention established in Smith’s model of
using one-sided incomplete information with the target’s value for continuing its policy
cast as private information while the sender’s type is common knowledge.

The second theoretical work on threats of sanctions relevant to this study is
Morgan and Miers (1999). Morgan and Miers argue that the conventional wisdom that
sanctions are ineffective is based on empirical analyses of failed sanctions cases. Because
of this, empirical conclusions reached based on this type of analysis may suffer from

selection bias.
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They present this problem as a weakness in the sanctions literature because “only
cases in which sanctions were actually applied have been examined” (Morgan and Miers
1999:1). Thus, “it is distinctly possible that in those cases where sanctions would bring
about a change in the target state’s behavior, the threat of sanctions alone might be
sufficient to produce the desired effect” (Morgan and Miers 1999:1). This could lead to
only seeing sanctions used in cases where they are least likely to succeed, which would
. produce a serious selection effects problem for empirical analyses resulting in sanctions
appearing to be much less successful than they actually are. However in another work,
Morgan and Schwebach (1997:46) come to the exact opposite theoretical expectation
regarding the empirical effect of selection bias on observed cases of sanctions. They
conclude that “If policy makers are aware that sanctions can rarely have an impact (and
they should be) then sanctions should occur only in those instances in which there is a fair
chance that they would ‘work.’...This would imply that sanctions are even less useful as
an instrument of policy than indicated in most previous empirical analyses” (Morgan and
Schwebach, 1997: 46). This theoretical contradiction in expectations regarding the
influence of excluding threats of sanctions from empirical analysis, reveals a pressing
need for empirical aﬁalysis of the type performed later in this dissertation to investigate
the importance of threats.

Morgan and Miers (1999) also develop formal game theoretic models with
complete and perfect information and one-sided incomplete information. As in Smith’s
(1997) model and this dissertation, the key variables in their model determining the
effectiveness of sanctions are the value of the economic relationship and the value of the

issue under dispute (for both the sender and target). The key findings of there work are
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that in the complete and perfect information model, sanctions should never be observed
because being able to look ahead and see the outcome; either the sender or the target
would back down before the actual imposition of sanctions.

When incomplete information is introduced, so that the sender does not know if
the target is of the type that would stand firm once sanctioned or the type that would back
down, they find that any of the game’s four outcomes can be reached in equilibrium'o.

Threats of sanctions have been considered in theoretical analyses of sanctions
(although very infrequently compared to other questions addressed by sanctions research),
most importantly by Morgan and Miers (1999) and Smith (1997), but to this point they
have not been assessed empirically. There are two ways to empirically consider the cases
of sanctions that did not occur. The first is to analyze all interstate dyads and use a
“selection model” to determine if factors leading to the initiation of sanctions are related
to the success of sanctions. This was done in an earlier analysis by Nooruddin (2000).
Nooruddin’s analysis demonstrates whether observed rates of success in sanctions are
biased due to a selection effect, but it does not tell us much about the success or failure of
threatened sanctions.

A second way of solving this empirical problem is to actually include cases of
threats of sanctions directly into the empirical data. However, threat data is very difficult

to acquire because it requires the recording of what most consider non-events, such as

cases where sanctions did not occur. To overcome this problem, in chapter 5 I perform

1 The four possible outcomes are: 1. Sender achieves her policy goals and Target does not, and no
sanctions are imposed. 2. Target achieves his policy goals and Sender does not, and no sanctions are
imposed. 3. Sender achieves her policy goals after sanctions have been imposed temporarily. 4. Target
achieves his policy goals and the economic disruption created by the imposition of sanctions attains its
maximum level.

36



an empirical analysis on a specific sanctions policy that has threats built into it. In
chapter 4 I return to this topic and discuss the theoretical issues further before specifying
a formal model of sanctions threats.

Scope of the Influence Attempt (Sanctions Success)

The second component of economic sanctions is the scope of the influence
attempt. This can also be thought of as the goal to be achieved through the use of
sanctions, or against what standard should sanctions success be measured. There is an
unmistakable link between the goals of sanctions and the success of sanctions. Whether
sanctions are deemed to be successful depends in a large part on how one defines the
goals of sanctions, and thus the criteria for success. For example, narrowing the
definition of sanctions so that it only includes uses of economic force to achieve political
changes (as I have in my definition) makes it less likely that sanctions will be successful.
Success, by this definition, requires fungibility of power in the sense that economic power
is being used outside the economic realm.

Lindsay (1986) classifies the criteria for successful sanctions by grouping the aims
of sanctions into 5 categories: Compliance: Forcing the target to alter its behavior to
comply with sender preferences. The goal here, according to Lindsay, is to make the
costs exceed the benefits that the target government gets from whatever the policy in
dispute is. Subversion: The goal is to remove the current leadership in the target or
overthrow the entire regime. Deterrence: The goal is to dissuade the target from
repeating a particular action. The sender may also be attempting to dissuade other

governments from taking similar actions or simply to show your ability to inflict
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economic pain if you want to. International symbelism: The goal is to send a message
to other countries in the system. Domestic symbolism: As in diversionary theories of
war, the goal here is for the sender to increase domestic support or thwart internal
criticism of its foreign policies by acting decisively.

In a similar vein, Barber (1979) organizes the goals of sanctions into primary,
secondary and tertiary objectives. Primary objectives are concerned with the actions and
behavior of the state or regime against whom the sanctions are directed — i.e., the target
state. Secondary objectives relate to the status, reputation, behavior and expectations of
the government imposing the sanctions — i.e., the sender state. Finally, Tertiary
objectives are concerned with broader international considerations, relating either to the
structure and operation of the international system as a whole or to those parts of it that
are regarded as important by the sender state.

However one classifies the goals of sanctions, it is crucial that the goal against
which the success of sanctions is being measured is clear. Looking at the above
classification system of the goals of sanctions makes one aware of how varied the
demands on sanctions success can be. There is a big difference between being successful
at “increasing domestic support or thwarting internal criticism of foreign policies” and
“forcing another sovereign state to alter its policy.” This can lead to a great deal of
confusion in determining whether sanctions are a generally successful or unsuccessful
policy.

Both Barber and Lindsay, by explicating the various goals of sanctions, are able to
show that sanctions are more likely to achieve certain goals than others. Thus, sanctions

that do not achieve compliance from the target (primary goals in Barber’s terminology)
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should not automatically be deemed a failure. Secondary and tertiary goals of sanctions
may be achieved while at the same time exerting pressure that at least keeps the
possibility open for the achievement of primary (compliance) goals.

Perhaps the most commonly used measure of the success of a sanction episode
comes from Hufbauer, Schott, and Elliot’s definition. They use the following two part
definition of success “The success of an economic sanctions episode — as viewed from the
perspective of the sender country — has two parts: the extent to which the policy outcome
sought by the sender country was in fact achieved, and the contribution made by the
sanctions (as opposed to other factors, such as military action) to a positive outcome”
(Hufbauer, Schott, and Elliot 1990: 41).

A problem that Drezner identifies with the coding of success in HSE and other
studies is that “success is narrowly defined as the extent to which the policy outcome
sought by the sender country was in fact achieved''” (Drezner, 1999; p.107). While this
definition captures whether the target conceded to the sender’s demand, it omits the
importance of the original demand. Thus Drezner combines Hufbauer, Schott, and
Elliot’s success variable with their demand variable to <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>