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Abstract

This article examines the origins of the United States’ supremacy in the use of economic sanctions in the context
of a wider discussion about the structure of the contemporary world order following the Cold War. Sanctions
are understood as an instrument of power relations and a means of forcing “target” countries to fulfil the
requirements of “sender” countries. The experience of deploying sanctions suggests that, from the point of
view of economic power, the world today retains signs of unipolarity, while a polycentric world order is just
one of the possible options for the future. The key research question is: why does the United States continue to
have significant leverage in terms of implementing sanctions, despite the growing capabilities of other actors?
In addition to U.S. dominance in the global financial system, two other factors are highlighted. The first is
the relative weakness of the United Nations (UN) as a key global governance institution. While the United
Nations is the only legitimate source of sanctions, it has far fewer institutional capabilities to run a sanctions
policy compared to the United States. At the same time, the United States and other western powers successfully
use the United Nations to increase the legitimacy of the unilateral measures, or play an active role in the UN
Security Council, striving to legitimize their programmes and then supplementing them with their own unilateral
measures. The second factor is the difference in the perception of sanctions by national governments and private
companies. While national governments often criticize unilateral sanctions, private business tends to comply
or over-comply with U.S. measures, even when the national government tries to protect it. As a result, even
the most powerful economic actors cannot convert their economic power into political power to counterbalance
the United States. The question of how long the United States will be able to maintain its supremacy, and how
effective the sanctions will be, is a focus of future research.
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Since the end of the Cold War, the debate about the structure of the modern world order has
turned into one of most important discussions of our times. The discussion itself has both a
purely scientific, as well as a political, component (see, for example, Ivanov [2018], Kortunov
[2018] and Simoniya and Torkunov [2015]). The key question is: can the modern world be con-
sidered unipolar or has it long since been multipolar and polycentric? This question also has a
normative side: what kind of world (unipolar or multipolar) is more desirable and stable? And
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this brings us to yet more questions: which model will the world be moving toward in the com-
ing decades? Can we already talk about a new bipolarity? Or will it be different in the future to
think of the world in terms of poles and centres of power?

When talking about the structure of the world order, international affairs experts often
mean the distribution of power among national governments and their alliances. Although the
concept of power is often used by default, it is still key to understanding the questions outlined
above. Power here can be understood in the Weberian sense, that is, as the ability of Subject
A to impose its will on Subject B and receive the obedience of the latter for one reason or an-
other [Weber, 2016, p. 252]. However, in international relations the nature of power has its own
specifics. International relations are anarchic. There is no single sovereign in international rela-
tions, meaning that there are no stable foundations for legitimate power. National governments
may potentially pose a threat to each other. That is, power still plays a crucial role despite the
tremendous progress that has been made in international law and institutions of global govern-
ance. This is why the understanding of power in international relations is closely interconnected
with the understanding of power in general. We may also talk here about power capability — the
ability to lay a claim to power or guarantee protection against such claims.

When discussing a multipolar or unipolar world, we thus mean the quality of the distribu-
tion of power and power capabilities among the players. One widely held point of view following
the Cold War concerned the construction of a unipolar world order with the United States, as
the leader of western society, at the helm. The United States is far superior to all its potential
competitors. It has the ability to project its power globally and its military might is backed by
tremendous economic and technological potential. No other global player could have anything
like the potential the United States has to use its coercive powers when the rules of the game
have been broken [see, for example, Wohlforth [1999]).

To be sure, in terms of the parameters of power, the world is still asymmetrically favoured
toward the United States. However, there are quite tangible limits to the scope of Washington’s
use of power. There are at least five or six countries with sufficient military might to keep the
United States at bay. These countries are capable of either destroying the United States or caus-
ing it unacceptable damage. Outside of this handful, there are also a number of countries with
which it would be extremely risky and expensive for the United States to engage in a military
conflict, despite the fact that it would likely emerge victorious in such a scenario. What is more,
the only legitimate source of global governance is the United Nations (UN), and any one single
power . The modern world is so complex that military might loses its role as a key measure of
power. For example, it is one thing to use military force to occupy Afghanistan but it is a differ-
ent thing entirely to win the war in that country. Just like the world itself, the criteria for victory
and defeat have become more complicated.

It would seem that the theme of multipolarity is self-evident, and it is high time that we
started thinking about the hegemony of the United States as a relic of that country’s “golden
era” — a kind of imperial phantom, as it were [Alekseeva, Ananyev, 2017, pp. 86—90]. To be
sure, if we are to take a realistic view of power in international relations — that is, from the point
of view of the power capabilities that prop these relations up — then the proponents of multipo-
larity have some strong arguments.

But what happens if there are other dimensions beside the use of force in international
relations? After the end of the Cold War, the theoretical mainstream relegated economic power
and its practical application in politics to the background. Realists tended to avoid engaging
with economic problems on a meaningful level. Political outcomes should be explained with the
use of political concepts or variables — we could very well consider this requirement of Kenneth
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Waltz a methodological tenet of the non-realists [Waltz, 1979, pp. 38—9]. The economy was
seen either as a component of power (a developed economy is a prerequisite for building an
effective military machine) [Mearsheimer, 2001, pp. 60—75], or as the preserve of compet-
ing theories (for example, Marxism). On the contrary, neo-liberal thought placed a significant
emphasis on the economy, cooperation, international regimes, new economic realities (such as
globalization) and soft power [Keohane, 2005, pp. iv—xviii]. But liberals avoided understand-
ing economics in terms of power. As a result, the use of economic means to achieve goals that
are related exclusively to power — resorting to coercion to effect change or maintain a certain
political course — did not factor into the overall theory. The neo-Marxist world-systems theory
did not solve the problem either, as it focused on gaining an understanding of why hegemony
is possible and why hegemonies eventually come to an end (for example, Wallerstein [2001,
pp. 347-9]), with issues of power relations having secondary importance. Paradoxically, the
secondary nature of economic power for international relations theory went hand in hand with
the ever-increasing use of economic instruments to achieve political goals within major powers
and international organizations, including the United Nations.

The so-called sanctions — trade and financial sanctions and other restrictions that are
used as a way to coerce individual states (“target countries™) to fulfil the political requirements
of “sender” countries — act as the key practical embodiments of economic power today. Much
has been written about the issue of sanctions. The empirical theory of sanctions exists almost
as an entirely separate entity, explaining, for example, why sanctions are successful in certain
cases and unmitigated failures in others. But these achievements hardly make a dent in the fun-
damental theory, which describes the foundations of international relations and the behaviour
of states on the international stage.

Meanwhile, the experience of using sanctions provides us with an important “analyti-
cal lens” for understanding international relations, presenting them in a different perspective.
Looking at the contemporary world order from the point of view of economic power, structur-
ally, it appears to be more akin to the unipolar model. Obviously, the potential of U.S. power
in this light is also limited. However, in terms of economic power, the United States’ claim to
hegemony is more pronounced, although the theoretical literature pays less attention to this
aspect. There is little reason to believe that this situation will last forever — sooner or later, all
hegemonies come to an end. However, the theory outlined here has both practical and meth-
odological significance. In practical terms, it raises the question of the means of using and
countering economic power as a special, applied task. In methodological terms, it highlights
the need to consider the category of power in different lights, to separate economic power from
the usual realistic “parameters of power” on the one hand, and from purely economic and trade
issues on the other. In other words, the study of sanctions is a subject of the political theory
of international relations, since we are talking about economic measures as an instrument of
power, rather than about economics per se.

We will attempt to argue the thesis that, in terms of economic power, the world is still, if
not unipolar, then at least U.S.- and western-centric. The main research question is: why does
the United States continue to have a significant margin of influence in terms of the use of eco-
nomic sanctions despite the power of other players? Apart from the obvious dominance of the
United States in the global financial system, the answer to this question implies two other work-
ing hypotheses. The first explains the leadership of the United States and the West as a whole
through the insufficiently strong and autonomous role of the UN as the only legitimate source
of international sanctions. The second hypothesis highlights how the strategies of government
structures and their visions of sanctions differ from those of private business: the difference in
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the approaches of government and business in the current environment cements the leadership
of the United States in this area.

Sanctions as an Instrument of Power and Coercion

The seminal work on sanctions produced by Hufbauer et al. defines sanctions as the intentional
actions of a state (the “sender” country), coalition of states or international organizations to
reduce, limit or withdraw from trade and financial relations with the country that is the tar-
get of the sanctions. The actions of the sender countries are aimed at achieving foreign policy
goals: a change in policy, a change in position on a given issue, a change of political regime,
incentives to fulfil or abandon certain obligations or a change of political behaviour inside the
country or at the international level. Economic sanctions suggest that the sender country cre-
ates conditions under which the economic damage and loss of expected gain or profits, as well
as their consequences for society and the political system, make it disadvantageous to maintain
the previous political course and force the target country to make concessions in order to meet
the requirements set by the sender country [Hufbauer et al., 2009, pp. 3—5]. Sanctions can be
understood as an attempt to restrict or influence the sovereignty of a country and its sovereign
political course through economic means.

As a rule, sanctions are an instrument of powerful, advanced and developed states. The
ability to use economic power reflects the asymmetric distribution of power in international
relations. This asymmetry is also characteristic of military power, although the limits and spe-
cifics of the use of military and economic measures do not always coincide. Sanctions can be a
precursor to the use of force. However, they are often used as an alternative to military force, es-
pecially in cases where using force is fraught with heavy losses. According to Hufbauer et al., the
United States is responsible for 109 of the 174 cases of economic sanctions deployed in the 20th
century. The United Kingdom resorted to sanctions 16 times, the European Union 14 times and
the Soviet Union/Russia 13 times. Tellingly, the United Nations deployed sanctions on just 20
occasions. The size and weight of the sender country give it a margin of safety so that it can bear
the economic costs of imposing sanctions and neutralize any retaliatory measures with relative
ease. It is often the case that the economies of sender countries are orders of magnitude larger
than those of target countries [Hufbauer et al., 2009, pp. 5, 17, 89].

Sanctions should be distinguished from the concept of trade war, as the two differ in terms
of their goals and agents. Sanctions are aimed at achieving political goals. As such, they are
based on coercion. Trade wars pursue economic goals — the creation of more favourable condi-
tions for national producers. Of course, economic goals can, at the end of the day, be conflated
with politics. But the nature of the politics will differ here. In the first case it is about power
and power relations, while in the second it is about increasing competitiveness and adapting to
changing economic realities. It was Harry Johnson who gifted the world the classic definition
of trade war. In his understanding, a trade war is a conflict between two or more states that is
aimed at achieving economic advantages using instruments to limit bilateral trade [Johnson,
1953, pp. 142—53]. In the modern sense, trade wars are interpreted in the context of the con-
cepts of mercantilism and protectionism, and to a greater extent free trade. In the context of
globalization, governments seek to maximize the usefulness of their trade through the use of
such instruments as tariff policies, export and import quotas and non-tariff barriers (technical
standards, quality standards, customs procedures, etc.). Economic sanctions employ a different
set of instruments: comprehensive or partial bans on the export and import of certain goods;
bans on financial transactions; confiscations of property and other assets; and bans on transac-
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tions with certain individuals, companies and countries. There is an obvious qualitative differ-
ence here. In trade wars, countries try to create conditions or environments in which they can
maximize their profits, while sanctions introduce bans and restrictions in order to undermine
investor confidence in the target country.

Another important difference is the role of the industrial and commercial lobby. If a trade
war erupts, business has a strong motivation to be an active player, offering various solutions
for the government. It is business that often stands behind trade wars, while governments and
parliaments play the leading role when it comes to sanctions regimes. These entities can wage
sanctions wars, regardless of the economic costs. Businesses have to adapt to sanctions — they
can protest and attempt to get them cancelled, but they are very rarely the ones who initiate
them [Hufbauer et al., 2009, p. 7]. It is also important to note that trade wars may very well
be waged between political partners and even allies [Pape, 1997, p. 94]. Sanctions can also be
imposed against one’s allies, although they are not particularly crippling in such cases.

The political goals of sanctions typically come down to three components — coerce, con-
strain and signal (see, for example, Giumelli [2016, p. 38]). Coercion has both domestic and
foreign political dimensions. In the first case, sanctions are often connected to the topic of
democratization and are imposed when there is evidence of human rights violations, internal
conflicts, government coups, etc. The change of political regime is implicitly present in many
cases of this kind. In the Hufbauer database, 80 of the 174 cases that were examined in one way
or another involved a change of regime [Hufbauer et al., 2009, pp. 66—72]. In the second case,
we are talking about coercion to take certain foreign policy actions, such as cancelling weapons
of mass destruction (WMD) development programmes, ending support for terrorists or drug
traffickers, withdrawing troops from a given region, observing agreements, etc.

Resorting to sanctions as a method of constraint implies the imposition of restrictions
that would hinder the military, technological or other potential of the target country. Sanctions
may place bans or restrictions on the delivery of various materials or technologies and restrict
investments into certain sectors of the economy. The very fact of introducing sanctions can be
used to deter the target country from any further escalations.

As a rule, signal function involves using sanctions as a symbolic measure. The economic
damage from these kinds of sanctions is usually minimal. However, they serve as an indication
that the sender country has taken a certain political stance and signal a readiness to take decisive
measures. Such sanctions are often used against allies.

Over the past 20—25 years, we have seen a tendency toward the use of “smart,” “target-
ed” and “surgical” sanctions as an alternative to all-encompassing restrictions [Drezner, 2015,
pp. 755—64]. An example of the latter is the sanctions against Iraq in 1991, which led to a colos-
sal decline in the quality of life and an enormous number of casualties. Targeted sanctions are
directed against individuals (often members of the political elite of the target country or en-
trepreneurs who have close ties with the political elite), organizations, agencies, companies or
sectors of the economy (sectoral sanctions). Nevertheless, such sanctions can cause damage to
the target country comparable to that of all-encompassing sanctions, especially when it comes
to vital sectors of the economy.

The effectiveness of sanctions in achieving political goals has naturally turned into a high-
ly controversial issue. Researchers are generally sceptical about the impact that sanctions can
have. Daniel Drezner proposed the concept of a “sanctions paradox” whereby sanctions are
more effective against allies than they are against rivals [1999]. When sanctions are imposed
against rivals, they force the target country to close ranks and pursue and even tougher policy.
Conversely, sanctions levied against allies serve as an effective signal and stimulus. Empirical
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studies cite approximately 20 factors that impact the effectiveness of sanctions, including: the
existence of allied relations between the sender and the target [ Drezner, 1999; Krustev, Morgan,
2011]; the power relationship between the sender and the target [McLean, Whang, 2010]; link-
ing sanctions to “positive incentives” or concessions [Cortright, Lopez, 1998]; the political re-
gimes in the sender and target countries [McLean, Whang, 2010]; export restrictions [ Bonetti,
1998]; the use of financial sanctions [Hufbauer et al., 2009] and several others. A research team
led by Nevin Bapat carried out an interesting analysis of how these factors impact the effective-
ness of sanctions. According to their research, the most significant factors that determine the
success of sanctions are the severity of the costs on target states and the stability of the coalition
of sender countries, including the involvement of international institutions [Bapat et al., 2013,
pp. 79—98]. The latter factor appears to be the expected result, although the relationship here
is not linear: the cumulative damage caused to a target state may not be proportional to the ef-
fectiveness of the sanctions. As for international institutions, their role is important in terms of
legitimizing sanctions and ensuring the stability of the coalition of sender countries. In theory,
sanctions policies should come from international institutions led by the United Nations, and
they should be based on principles of multipolarity. In practice, however, the situation looks
very different. The United States and its allies essentially use the United Nations to strengthen
their positions through sanctions rather than the other way around. UN support increases the
effectiveness of sanctions but does not necessarily lead to a multipolar world order.

UN Security Council Sanctions vs. Unilateral Sanctions:
Multipolarity vs. Hegemony?

Studies of sanctions policies usually make a distinction between UN sanctions and unilateral
sanctions imposed by individual states or regional institutions. However, the United Nations is
the only organization whose sanctions are universal and binding for everyone. In the case of uni-
lateral sanctions, restrictions are typically imposed according to the national legislation of the
sender country, which as a rule is not recognized by the target country, nor can it be recognized
by virtue of the principle of sovereign equality enshrined in Article 2, Paragraph 1 of the UN
Charter [Jazairy, 2015, p. 7]. The very concept of sanctions is absent from the UN Charter. The
word is synonymous with the concept of coercive or restrictive measures. Chapter VII, Article
41 of the UN Charter is typically cited as the legal basis for sanctions imposed by the United
Nations, as it gives the UN Security Council the right to “decide what measures not involving
the use of armed force are to be employed to give effect to its decisions.” Furthermore, these
“may include complete or partial interruption of economic relations and of rail, sea, air [...] and
other means of communication, and the severance of diplomatic relations” [UN, 1945].

The data presented by Hufbauer et al. demonstrates that unilateral measures are used far
more frequently than UN Security Council sanctions. However, sender countries often seek
to at least partially combine their own sanctions regimes with UN Security Council measures.
This increases the legitimacy of the sanctions. Moreover, Bapat’s findings suggest that link-
ing unilateral sanctions to UN Security Council measures also increases their effectiveness. At
the same time, in terms of the institutional organization and application of sanctions, states
such as the United States have greater possibilities than the United Nations. The sanctions
activities of the United Nations are reflected in the large-scale study entitled “Target Sanctions
Consortium,” which was preceded by a sizeable amount of work on the so-called Interlaken
Process (1998—99) and the Stockholm Process (2001—02) [Eckert et al., 2016, pp. 1—10 not in
references]. The U.S. sanctions policy is quite comprehensively set out in a number of legal and
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reporting documents. The same can be said of the European Union and its members, as well as
Japan, Russia, China and other countries.

So, in the case of the United Nations, the Security Council makes decisions on whether
to impose restrictive coercive measures. Drafting a resolution is itself a complicated process, as
the positions of all the permanent members need to be coordinated. As a result, it is often the
case that a problem has already turned into an acute crisis before a resolution is finally adopted
[Biersteker et al., 2016, p. 11]. Meanwhile, the leadership of individual countries can impose
sanctions swiftly at the decision of the head of state and may even do so in a preventive manner.
For example, the president of the United States may announce a state of emergency with regard
to a specific issue and promptly impose sanctions by way of an executive order. The nature of
the decision also determines how flexible or inflexible it is. The price for the democratic adop-
tion of a UN Security Council resolution is often a compromise in the wording of the resolution
itself. Meanwhile, states can impose tough measures without having to go through the process
of getting agreement from other actors.

Even greater differences can be observed at the level of executing decisions. Under Chapter
V, Article 25 of the UN Charter, decisions of the UN Security Council are binding for all mem-
bers [UN, 1945]. However, the specific procedures for carrying out these decisions are un-
clear. The United Nations has expended significant energy over the past 20 years to improve
the mechanism for implementing sanctions. Special committees and expert panels responsible
for overseeing the implementation of decisions and monitoring their results have been set up
to work on specific issues. And this practice is becoming more widespread. UN Secretariat
staff are assigned to provide support and assistance in this work. At the same time, reporting
requirements vary from country to country, as does the quality of the reports produced, and
in some cases countries simply ignore requests for a report to be submitted or do not submit
reports until they have received requests to do so on every single issue. Much depends on the
individual efforts of the heads of these committees, as well as on the efforts of various experts
and the informal approach they take to the fulfilment of their obligations. In other words, the
work of these committees and panels can also be uneven. A disproportionate amount of atten-
tion is paid to certain areas. For example, the issue of non-proliferation receives greater atten-
tion and resources than other areas. Problems also emerge when it comes to coordinating the
work of the sanctions committees and expert panels with other UN institutions, organizations,
peacekeeping missions, etc. Human error plays a significant role here, and many procedures
need fine-tuning. The same applies to the training of specialist staff for the secretariat, commit-
tees and expert panels [Boucher, Clement, 2016, pp. 119—49; Carisch, Rickard-Martin, 2016,
pp. 150-71].

Major powers often have developed sanctions policy institutions. The most power-
ful mechanism can once again be found in the United States, where the Department of the
Treasury carries out the main executive functions. Given the dominance of the U.S. dollar in
international settlements, the United States Department of the Treasury can track a signifi-
cant number of transactions and apply financial sanctions extremely quickly. The Department
of the Treasury coordinates its works with the intelligence agencies, the Department of State,
congressional committees and other institutions. The United Nations may have a monopoly
right when it comes to the legitimate application of sanctions, but the United States has moved
far beyond the United Nations in terms of its ability to develop mechanisms of economic coer-
cion. The European Union’s sanctions mechanism has been gaining strength recently, although
the decision-making process is complicated somewhat by the need for a consensus among the
members. Corresponding mechanisms in Russia and China are being improved.
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In practice, UN sanctions may very well go hand in hand with unilateral coercive meas-
ures. Major powers try to use the advantages they have in terms of the speed with which they
can deploy sanctions while at the same time striving to give the sanctions greater legitimacy
within the United Nations. But this is not always possible, especially when the target country
is a permanent member of the UN Security Council. Obviously, neither Moscow nor Beijing
will vote in favour of any sanctions that Washington proposes against them. The same applies to
their closest allies and partners, which makes it impossible to apply unilateral measures against
individual countries at the level of the United Nations. For example, the United States has
levied unilateral sanctions against Belarus. Even if in theory Washington attempts to legitimize
these sanctions through the Security Council on the basis of supposed human rights violations,
Moscow will immediately veto any draft resolution. Having said this, there are a number of
cases where UN sanctions exist side by side with unilateral actions. In these instances, the latter
appear either before the relevant UN resolution is proposed, or after it has been adopted.

Using data from the Target Sanctions Consortium, Michael Brzoska conducted an inter-
esting study into the effects of combining unilateral and UN sanctions. Since 1990, over two
thirds of the sanctions imposed by the UN Security Council have come after individual coun-
tries had already taken unilateral measures [Brzoska, 2015, p. 1341]. The majority of instances
where the United Nations deployed sanctions first happened in the early 1990s. Unilateral tar-
geted measures were less common then, and they were almost always (four out of five cases)
taken against an African country (Somalia, Angola, Rwanda and Co6te d’Ivoire). It is worth
noting that the United States and the European Union are the main culprits when it comes
to the deployment of unilateral sanctions before the United Nations has adopted a relevant
resolution. And the United States, France and the United Kingdom are the most aggressive
in terms of seeking a UN resolution following the introduction of unilateral measures. Of the
23 cases, the United States launched unilateral actions on 13 occasions, France nine times and
the United Kingdom five times. In other words, those countries which actively, and unilater-
ally, introduce sanctions often seek to advance their positions within the UN Security Council
after the fact. However, of the 50 U.S. and 37 EU sanctions programmes, only 15 received any
kind of development through the United Nations. And while the number of sanctions pack-
ages introduced by western powers continues to grow, the number of UN programmes remains
stable [Ibid., pp. 1341—2]. It is interesting to note that the United States, the European Union
and certain other western countries (Australia, Canada, Switzerland and Japan) continue to
apply unilateral sanctions even after UN resolutions have been adopted. There are two reasons
for this — either the measures taken by the United Nations do not go far enough, or they are not
having the desired effect. Of the 23 sanctions programmes launched by the United Nations, the
United Nations introduced additional measures on seven occasions, while the European Union
did so six times [Ibid.]. What is more, the sanctions could be both restrictive (for example, an
exhaustive list of sanctions against individuals) and severe (actions against individual sectors of
the economy).

It is worth noting that the policy of western countries to unilaterally impose sanctions is
met with discontent in both the UN Security Council and the General Assembly. The number
of countries that consider unilateral measures to be unacceptable is growing. In 1996, for exam-
ple, 57 countries voted in favour of a General Assembly resolution on unilateral coercive meas-
ures, with 45 voting against and 59 abstaining (A/Res/51/103). In 2014, a similar resolution was
supported by 134 countries, with 53 voting against and one abstaining (A/Res/69/180) [Ibid.,
p. 1345]. Russia and China also use unilateral sanctions, but not nearly to the same extent (in
the case of Russia, the number grew after 2014 in the form of retaliatory measures against the
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western sanctions and sanctions against Ukraine). This notwithstanding, policy documents in
Russia and China generally consider the deployment of unilateral sanctions in circumvention
of the UN Security Council to be undesirable.?

At the end of the day, the United States (and to a lesser degree other western countries)
currently uses sanctions as a method of prevention, taking full advantage of their institution-
al decision-making advantages. These countries are also the most active in the UN Security
Council when it comes to trying to legitimize their sanctions programmes, which they never-
theless supplement with additional measures. Moscow and Beijing do not do this. Moreover,
their position evidently stabilizes the number of sanctions programmes adopted by the UN
Security Council and prevents them from being synchronized with the growing number of uni-
lateral measures being taken by the United States and EU countries.?

It is noteworthy that the United States manages to play a special role in the application
of sanctions. The fact that a number of other actors have considerable economic power (the
European Union, Japan, China, India and Russia) does not mean that the capabilities of the
United States can be balanced out. It is very rare that economic power in and of itself can be
leveraged to achieve political goals.

States and International Organizations vs.
International Business: Independence vs. Conformity?

A vivid example of the “special” role that the United States plays in the application of sanc-
tions is the case of Iran. Since 1979, Washington has exerted almost uninterrupted pressure
on Tehran. In addition to freezing Iranian assets in the Unites States, another key measure
has been placing restrictions on the purchase of Iranian oil and the completion of transactions
in the oil and gas sector. Most of the sanctions were lifted after the Iranian hostage crisis, but
they were introduced once again following the “tanker crisis” of 1987. However, Iran was able
to adapt to U.S. measures by reorienting its oil supplies to other markets. In 1995, the United
States started to impose sanctions on Iran, accusing it of developing nuclear missile technolo-
gies. Washington made these sanctions extraterritorial, thus attempting to ensure the compli-
ance of its allies at the very least. This is why internationalizing the sanctions through the UN
Security Council was crucial in terms of legitimizing and supporting the measures taken by the
United States. From 2006 to 2008, the UN Security Council adopted a number of resolutions
that consistently tightened the sanctions on Iran (Resolutions 1696, 1737, 1747 and 1803 ). The
most stringent measures were introduced in 2010 by Resolution 1929 , which hit oil production
and transportation, energy sector equipment production, the financial sector and, naturally,
the defence industry and nuclear technology development.

At the same time, the United States was “supplementing” these sanctions with its own
new unilateral measures. An important innovation was the extraterritorial ban on the purchase

2 This much is stated in the 2016 Foreign Policy Concept of the Russian Federation: “to continue efforts
to improve the UN sanctions mechanism, specifically, proceeding from the premise that decisions to impose
such sanctions should be taken by the UN Security Council jointly following comprehensive discussions |...];
contribute to eliminating from international relations illegal, unilateral coercive measures adopted in violation
of the UN Charter and other norms of international law” [President of Russia, 2016]. A similar position is held
by China and a significant number of developing countries. In particular, the Declaration of the Summit of the
Group of 77 and China held in Santa Cruz, Bolivia noted that unilateral economic measures of coercion are
unacceptable and must be eliminated from international relations [G77, 2014].

3 Admittedly, this theory requires additional empirical verification.
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of crude oil from Iran. However, understanding that this goal would be impossible to achieve
in full, the United States added a provision that allowed countries to avoid sanctions if they
reduced oil purchases from Iran. This provision had an extremely powerful effect, reducing
Iranian oil exports significantly. Financial sanctions have played a crucial role in the success of
the energy embargo. Banks that participated in oil deals ran the risk of being “disconnected”
from the U.S. financial system. Obviously, faced with the choice of the Iranian or the U.S.
market, banks from third countries preferred to remain a part of the latter. In other words, the
United States took advantage of its leading position in the global financial system. The same
mechanism worked with EU sanctions, only in this case pressure was applied not on banks, but
on oil tanker insurance companies [Graaf, 2013; Maloney, 2015].

Iran sat down at the negotiating table in November 2013. The final version of the Joint
Comprehensive Plan of Action (JCPOA) was signed in July 2015 and it was unanimously
supported by UN Security Council Resolution 2231 . Most of the UN sanctions against Iran
were lifted, and the European Union’s “nuclear sanctions” repealed. By decision of President
Obama, the most severe sanctions against Iran were revoked.

However, in 2018 the United States announced its unilateral withdrawal from the JCPOA
and the full reinstatement of all the extraterritorial sanctions. Most of the foreign companies
that had returned to the Iranian market after the sanctions were lifted in 2015 were now subject
to fines and other restrictive measures from the United States. All the countries that were party
to the “nuclear deal” expressed their dissatisfaction with this move, as Iran had not violated its
obligations. The European Union decided to enact an updated version of the 1996 so-called
Blocking Statute to protect EU companies against the unilateral actions of the United States.
The statute allows EU companies to “recover damages arising from U.S. extraterritorial sanc-
tions from the persons causing the damages and nullifies the effect in the EU of any foreign
court rulings based on them. It also forbids EU persons from complying with those sanctions,
unless exceptionally authorised to do so by the Commission” [EC, 2018].

It would seem that the support of the European Commission was intended to inspire con-
fidence in EU companies working in Iran. What actually happened was that a large number
of companies — including such giants as Total, Siemens, Maersk Line and others — wound up
their operations or substantially reduced their activities in the country. Given the fact that many
European countries operate in the U.S. market, the sanctions mean that assets could be frozen
or other actions could be taken that would lead to potential losses in this market. Given the
choice between the Iranian and U.S. markets, major EU companies opt for the latter, even if
leaving Iran entails huge losses. In other words, even the political support of such a major player
as the European Union does not affect the loyalty of big businesses to U.S. requirements. The
same mechanism works for other sanctions regimes, including the sanctions against Russia and
other countries.

This high level of conformity among businesses becomes more understandable when
we look at specific cases of private companies dealing with the U.S. regulator. The primary
mechanism that the United States uses to exert influence on those who flout the rules is fines.
Typically, the base fine is linked to the size of the transaction that the company has concluded
in violation of the law. As the main regulator of the U.S. sanctions policy, the Department
of the Treasury has developed detailed instructions for applying administrative measures un-
der various circumstances. These measures may affect the total amount of fines levied [U.S.
Department of the Treasury, 2009]. A number of factors are taken into account when deter-
mining the fine, including, for example: whether the violation was intentional or accidental;
whether the company’s management was party to the violation; whether the company voluntar-
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ily disclosed information about the violation; whether any attempts were made to hide the vio-
lation; the degree to which the company cooperated with U.S. authorities in the investigation;
whether steps have been taken to ensure that the violation does not happen again in the future;
the amount of damage that the American side incurred as a result of the company’s actions; the
size of the company; and the availability of tools to prevent violations. It should be noted that
sanctions are applied to U.S. as well as foreign companies.

In 2018, the Department of the Treasury filed seven claims against companies for a total of
$71.5 million [U.S. Department of the Treasury, n.d.]. This number changes from year to year.
In 2014, for example, fines totalled over $1.2 billion [Ibid.]. In terms of the size of the global and
U.S. economies, this is an insignificant amount. But it acts as an important sign for companies.
Ignoring the requirements of the Department of the Treasury has more serious consequences
(including criminal liability), and repeatedly violating the rules damages a company’s reputa-
tion, leading to larger fines for each subsequent transgression. This is why businesses often ac-
tively cooperate with the Department of the Treasury and try to take measures to avoid the risk
of falling under sanctions, regardless of the political stance taken by their respective countries.
Let us take a look at a few examples.

The Department of the Treasury collected the largest fine of 2018 from the French bank
Société Générale for carrying out transactions in violation of the sanctions regimes against
Iran, Cuba and Sudan. It should be noted here that the transactions in question were carried
out in 2007—12. The U.S. regulator identified a number of special circumstances, including the
fact that certain employees were aware of the possible violation of U.S. sanctions, “warning
signals” were ignored and a number of non-transparent payments were enacted. The United
States Department of the Treasury also pointed out that the bank is a major financial corpora-
tion, which means that more rigorous requirements should be in place for monitoring com-
pliance with the law. The fact that the bank benefitted financially as a result of the actions of
persons who, according to U.S. authorities, were under sanctions did not work in its favour.
However, the American side did appreciate the actions taken by Société Générale to resolve the
issue. The bank worked closely with U.S. authorities during the investigation, launched its own
internal probe, improved procedures to minimize the risk of violating the sanctions, increased
the budget and number of employees of its regulatory departments and introduced a training
programme for employees on compliance with the sanctions [U.S. Department of the Treasury,
2018a].

Another non-U.S. company that was targeted by the United States Department of the
Treasury in 2018 was Sweden’s Ericsson, which violated the sanctions regime against Sudan in
2011—12 by attempting to sell telecommunications equipment to that country. What is more,
the American side claimed that the employees in question were fully aware of the sanctions and
made conscious efforts to circumvent them, ignoring the ban that Ericsson’s own inspection
bodies placed on carrying out transactions with Sudan. As far as the American side was con-
cerned, Ericsson’s case was not aided by the fact that is a major business entity. In other words,
it had the means and resources to monitor the risks and comply with the sanctions. However,
the regulator took a lenient stance, citing the fact that it was an isolated incident and likely
the result of “human error.” Ericsson worked closely with U.S. authorities and took additional
measures to monitor compliance with the sanctions regime [U.S. Department of the Treasury,
2018Db].

In late 2018, the Hungarian firm Zoltek fell under sanctions for violating the sanc-
tions against Belarus after it purchased raw materials from a sanctioned Belarusian supplier.
The company’s management voluntarily disclosed the fact that it had violated the sanctions to
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the United States Department of the Treasury, which concluded that the violations were “non-
egregious.” However, the company was reprimanded for its disregard of the law, despite the fact
that its management was fully aware of the problem. As a result, the company took a number of
measures to soften the regulator’s position: introducing software to monitor prohibited contrac-
tors; organizing employee training seminars, etc. [U.S. Department of the Treasury, 2018c]. As
in the previous cases, the company demonstrated a high level of conformity.

Investigations into the actions of Chinese companies warrant special attention here. One
example is the action of the Department of the Treasury against the Chinese company Yantai,
which supplied oil equipment to Iran in circumvention of the sanctions. The company’s case
was hurt by the fact that, as far as the American side was concerned, the violation was planned
and targeted. In addition, its management and employees were aware of what was happening,
did not follow any existing compliance procedures, forged documents and attempted to hinder
the U.S. investigation. However, the company eventually cooperated with U.S. authorities and
took steps to prevent future violations.

One of the most high-profile cases in recent years was the imposition of sanctions on the
Chinese telecommunications company ZTE. The United States Department of the Treasury ac-
cused ZTE of violating the sanctions regime against Iran by selling goods containing American-
made components. The investigation was opened in 2012. Subsequently, the American side ac-
cused ZTE management of deliberately violating the sanctions regime even after U.S. financial
authorities had opened a case against the company. The United States threatened to ban ZTE’s
access to its U.S. suppliers, which would entail significant losses. The American media also
ran with the story about the threat of Chinese industrial espionage. In the end, ZTE came to
an agreement with the American side, committing to pay a fine of $1 billion, restructure the
company’s management and to have U.S. observers evaluate the company’s compliance with
its obligations. The case of ZTE demonstrated an important trend, namely that Chinese com-
panies are willing to compromise with U.S. authorities if sanctions entail serious consequences
for business [U.S. Department of the Treasury, 2017].

Another high-profile case was the investigation into sanctions violations by the Chinese
company Huawei. In this instance, the issue became political following the detention of one of
the company’s top managers in Canada. Such cases are extremely rare and in the long term may
force Chinese authorities to reassess their tolerant attitude toward Chinese companies comply-
ing with American laws.

Conclusion

After the end of the Cold War, the United States managed to manoeuvre itself into a favourable
position for using economic sanctions as an instrument of political power. The dominance of
the U.S. dollar in the global financial system gives financial authorities far-reaching oppor-
tunities to track transactions and exert an influence on them. However, in terms of economic
power, there are two more obstacles blocking the multipolarity of international relations. The
first is the relatively weak and limited role of the United Nations compared to that of the United
States when it comes to deploying sanctions. The second is the loyalty of private business to
U.S. laws, even when their own governments or international organizations declare their inten-
tion to protect business interests. Other actors still cannot convert their economic power into an
instrument of political power to the same degree that the United States can.

The big question is: how long can Washington maintain its superiority? A number of fac-
tors may get in its way, including: the “weaponization of the dollar,” meaning that political
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manipulations of the financial sphere may undermine trust in the U.S. currency in the long
term; disagreements with allies — the European Union’s dissatisfaction with the actions of the
United States could lead to Brussels playing a more independent role, especially if the euro
becomes stronger; and pressure on major powers such as China and Russia, which may try to
initiate changes, at the very least at the regional level. Moreover, the political effectiveness of
sanctions in terms of their ability to bring about real political changes in target countries is a
focus of future research. If countries such as Iran and North Korea have been able to maintain
their political courses, then deploying sanctions against Russia and China are even less likely to
bring about the desired political changes.
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B cmamve noonumaemcs 6onpoc o npuuunax coxpausroujeeocs audepcmea CIIA 6 obnacmu npumeHerus 5KOHOMUYECKUX
cankyuil. Bonpoc paccmampueaemcsi 6 Konmexcme 60aee wupokoil OUCKYCCUuu 0 Cmpykmype MUuposozo nopsoka nocae
X02100H01 80liHbl. CanKyuu NOHUMAIOMCA KAK UHCMPYMEHM 8AACMHbIX OMHOUWEHUN U CPe0CmE0 NPUHYICOeHUs CMPAH-
yeneil Kk blNOAHEHU0 Mpedo8anuil CmpaH-uHuyuamopos. Onvim ucnoab308aHUs CAHKYUL 20860pPUM 0 MOM, YO C MOYKU
3PeHUs. IKOHOMUHECKOU BAACMU COBDEMEHHbII MUD COXPAHAEM NPUSHAKU OOHONOASPHOCMU, A NOAUUEHMPUYHOEe MUPO-
YCmpoUucmeo noka ocmaemcsi AUUb 00HUM U3 803MOJICHbIX 8apuanmos 6ydyujeco. Kawuesoii uccredosamenvckuii 60n-
poc — nouemy CIIIA do cux nop obaadarom 3HauumenbHoIM 3aNaAcOM 8AUSHUS 8 00AACMU UCNONb308AHUS IKOHOMUHECKUX
CaHKUULL, HeCMOMPS HA MOULb 0CcmanbhbiX uepokos? flomumo domunuposanus CIIA 6 muposoil ¢hunancosoli cucmeme,
MblL 8bl0ensem dea opyeux gakmopa, Komopwvle noodepicusarom npemenzuu Ha eecemonuro CIIA. Ilepegviii — omuocu-
menvras caabocmv OOH kak ocrhogonosaearowe2o uncmpymenma enobanvioeo ynpaenenus. OOH xoms u seasemcs
OUHCMBEHHBIM NeUMUMHbBIM UCMOYHUKOM caHKuyull, 3Hauumensto ycemynaem CIIA 6 ckopocmu ux uchonv3oeanus,
a makwce konmpone 3a ux ucnoaneruem. Ilpu smom camu CIIA nebezycnewno cmaparomes ucnonvzoeams OOH kak
MEXAHU3M Ne2UMmUMAauu c60Ux 00OHOCMOPOHHUX Mep. B éonpoce cankyuii onu makoice ueparom naubonsee aKkmusHyro poib
6 Coseme bezonacnocmu OOH, nbimascy aecumumupo8ams c60U NPOPAMMbL, a 3amem O0NOAHSIIOM UX 0OHOCMOPOHHU-
Mu mepamu. Bmopoii — paznuua é nooxodax k evinoanenuro mpedosaruii CIIA co cmopons: HayuoHanbHbix 2ocyoapcme
u wacmnoeo o6usneca. Ecau npagumenscmea uacmo kpumukytom deiicmeus CIIA, mo uacmuuiii 6usnec 6 bonvuiuncmee
cayvaes nooUUHAemes amMepuKaHCcKum mpebo8anusm npu HAAUYUU UHOU NOAUMUYECKOU NOUUUU C80€20 Npagument-
cmea. B umoee dasice mouHble IKOHOMUUECKUE UEHMPbL CUALL HE MO2YI MPAHCHOPMUPOBANb CEOI0 IKOHOMUHECKYIO MOULL
8 NOAUMUYECKYIO 8AACMb, CONOCMABUMYIO ¢ AMEPUKAHCKUMU 803MoNcHOcmamu. Kiiouesoii éonpoc cocmoum 6 mom, Kak
00120 Bawunemon cmosicem yoepacusams ceoe npesocxoocmeo ? Kpome moeo, cyujecmeennbim npaKmu4ecKum 60npocom
ocmaemcs nOAUMU4ecKasn 3hhekmueHoOCMs CAHKUUL — Ux cHOCOOHOCHb NPUBECMU K PeANbHbIM USMEHEHUAM 8 NOAUMUKe
cmpau-yenell.
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