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Abstract

We develop a theory of when and how sanctions are used to encourage regime
change in a targeted country. If sanctions render the status quo in the target costly,
the domestic opposition may try to overthrow the targeted government. A sanctioning
state may incite this behavior if it is likely to succeed and would lower the cost of living
with the target. This theory’s implications differ radically from those of prevailing
views of sanctions. Sanctions are sometimes imposed knowing that the targeted regime
will not concede the sanctioning state’s demands. They may unpredictably strengthen
or weaken that regime, depending on the outcome of domestic conflict in the target.
And the sender may purposely reduce the chance that sanctions will work in order to
increase the gain realized if they do. We show the theory can explain puzzling aspects

of cases of US sanctions on Chile, Iraq, and South Africa.
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Introduction

A common view of sanctions is that they are a means of coercing a government into changing
its policy. A “sender” threatens to impose economically costly sanctions unless a demand to
change policy is met. A “target” weighs yielding on the policy against suffering the sanctions.
If the former is better, the target concedes and sanctions do not occur; otherwise, the target
spurns the sender’s demand and sanctions are imposed in order to preserve the sender’s
credibility. Senders thus try to make credible threats in support of demands they think will
be met (Eaton and Engers 1999). Recent research argues that it is not the economic pain
per se that makes sanctions effective, but rather the political risk sanctions create for the
targeted government (Marinov 2005). Sanctions work if they pose more danger to the target
government’s stability than yielding to the sender’s demand, so that the target prefers the
latter.

This view makes intuitive sense but it leaves important questions unanswered. How do
sanctions destabilize a government? Given that an internal political contest to replace the
incumbent government—whether a coup, a revolution, or an election in which campaigns
must focus on whether to meet the sender’s demand—would be costly for both the govern-
ment and its opposition, why can’t the two instead negotiate a compromise on responding
to the sender’s demand that leaves them both better off? Sanctions-induced destabilization
thus poses a rationalist puzzle akin to that of war (Fearon 1995): why would two sides resolve
a dispute by a costly means (an internal political contest here) when the same resolution
could be had by bargaining without the cost?

Although sanctions do sometimes lead to a target government’s fall, they often seem
to have the opposite effect, entrenching the current government in power. Sometimes the
incumbent is able to rally its populace around the flag and against the sender (Grauvogel

and Von Soest 2014). At other times it coercively redistributes (Peksen 2017) or uses rents



generated by sanctions (Escriba-Folch and Wright 2010; Escriba-Folch 2012; Lektzian and
Souva 2007) to shore up elite support. Finally, it may instead or also resort to repression
against the opposition (Peksen 2009, 2016; Peksen and Drury 2009, 2010; Wood 2008).

If sanctions lead to a costly internal political contest that might end up entrenching the
target government, why would they be used? The sender and target would both be made
better off if the sender moderated her demand just enough that the target would meet it.
Then the sender would avoid the cost of imposing sanctions and the danger of entrenchment,
and the target would avoid the cost of an internal political contest. Here, too, the question
is why the sender and target can’t negotiate a mutually-preferable outcome.

In some cases, sanctions actually get imposed because a sender underestimated the will
or ability of the target to resist (Eaton and Engers 1999; Spaniel and Smith 2015), or because
the sender understood the target would not comply but wished to deter other states from
similar behavior (Peterson 2013, 2014). However, in many other cases, senders issue demands
that no reasonable observer expects the target government or any similar one to meet, so
that there is no uncertainty or possibility of deterrence, and yet sanctions end up being
imposed. Indeed, since the end of the Cold War, senders demand more often than not that a
target democratize and respect civil and political liberties (Von Soest and Wahman 2015b).
These demands are often tantamount to asking the current government to allow itself to be
ejected from office. Unsurprisingly, they are almost always spurned (Von Soest and Wahman
2015a). Why do senders make demands they know will be rejected by any plausible target?

We offer a theory that answers these questions, formalized in a model of bargaining
among a target government, its domestic opposition, and a sender. If a target government
spurns a sender’s demand, but its opposition would yield to the demand if it were in charge,
then sanctions render domestic “peace” between the target government and its opposition
costly. As long as the target government remains in power, the two sides will have to suffer

the cost of sanctions. If instead the opposition attempted to remove the target government



from power, it might succeed, meet the sender’s demand, and prevent or end the sanctions.
Thus, sanctions cause destabilization if they are demanding and severe enough to render
domestic “peace” costlier than an internal political contest that might lead to a new gov-
ernment willing to yield in order to end the sanctions. This is the analogue for sanctions of
a new rationalist explanation for war developed in Coe (2011): sometimes actors’ behavior
would make peace costlier than conflict, so that they choose conflict. This theory also ex-
plains why sanctions sometimes collapse the target government—when the opposition wins
the internal political contest—and other times entrench it—when the opposition loses the
internal political contest, and why the outcome is unpredictable.

Because the outcome of the internal political contest is stochastic, a sender that uses
sanctions to incite one is taking a gamble. Either a new government with potentially different
policy preferences will come to power, or the current government will defeat its domestic
opposition and maintain policies the sender dislikes, so that the sender must pay the cost of
imposing sanctions. Rather than gambling on a more favorable government, the sender could
instead issue a demand that the target government would be just willing to meet, so that
the sender’s demand is met even though the target remains in power and no sanctions need
be imposed. In effect, the sender can choose between using sanctions to coerce a sure, but
modest policy change from the current government, or instead to incite attempted regime
change, which might fail but would induce a larger policy change if it succeeds.

If the domestic opposition has policy preferences closer to those of the sender, then regime
change would lead to better policies but also reduce the sender’s costs of coexisting with a
disagreeable government. These costs could include military spending to deter the target,
tolerating its oppression or abuse of its populace, or preventing or tolerating its coercion of
neighboring states. We show that if these costs are large enough, the costs of an internal
political contest are low enough, the opposition’s interests are close enough to the sender’s,

and the chance of achieving a change in government through sanctions is high enough, then



the sender will prefer the gamble of using sanctions to incite regime change over the sure
thing of instead using them to coerce policy change.

Our theory helps to explain several empirical patterns documented by recent quantitative
studies of sanctions. Senders do sometimes make demands they know the target government
and any goverment like it will spurn, and are more likely to issue them when the opposition is
more likely to win, such as immediately after a coup or flawed elections, and when the target
government’s foreign policy orientation is more hostile to the sender (Von Soest and Wahman
2015b). Sanctions are more likely to induce an internal political contest—destabilization—
in democratic targets (Marinov 2005), where the costs of a contest are lower and so the
domestic actors are more easily incited to wage one. Destabilization in autocratic targets is
more likely when the recent occurrence of a coup or flawed election enables the opposition to
solve its collective action problem (Major 2012; Marinov and Nili 2015), rendering it more
likely to win. The resulting destabilization does sometimes lead to regime change (Von Soest
and Wahman 2015a), but at other times entrenches the current regime.

Because our model’s predictions are already known to be consistent with the relevant
quantitative evidence, we resort to case studies to see if policymakers actually viewed sanc-
tions as instruments of regime change and intentionally made demands they knew the target
government wouldn’t concede. We use primary and secondary sources to examine whether
they explicitly chose between sanctions intended to coerce the extant regime and those in-
stead intended to incite its replacement, and whether their willingness to resort to incitement
sanctions varied with the factors our model identifies. We selected three well-known cases
in order to demonstrate that the theory can shed new light even on familiar episodes: US
sanctions on Chile in the 1970s, South Africa in the 80s, and Iraq in the 1990s. For each,
we document that the behavior and expectations of the sender, target, and its domestic op-
position were consistent with our theory. We also show, in accordance with our theory, that

sanctions intended to incite regime change were imposed only once the costs of coexistence



with the target government had become large and the domestic opposition had preferences
close enough to the sender and was likely enough to succeed in replacing the targeted regime.

Our work contributes to the formal theory of sanctions by microfounding when and why
sanctions will induce destabilization. Previous models of sanctions focus instead on explain-
ing why they are imposed rather than merely threatened (Eaton and Engers 1999; Spaniel
and Smith 2015). Others extend models of political economy to investigate how a government
can optimize repression and cooptation in response to imposed sanctions (Kaempfer, Lowen-
berg and Mertens 2004; Oechslin 2014). Most similarly to our work, McLean and Radtke
(2018) studies how the potential of sanctions to destabilize the target government influences
a sender’s decision to use them. These prior models assume that imposed sanctions generate
some exogenous degree of destabilization, and so cannot explain the conditions under which
sanctions cause destabilization. Because these models do not allow the sender to manipulate
the potential for destabilization through its choice of demand and sanction severity, they

also cannot explain when senders will use sanctions for regime rather than policy change.

Model Setup

We will state the model’s assumptions and then explain how these correspond to the situation
of sanctions potentially inciting regime change. A state S (the “sender,” feminine) and a
government 7' (the “target,” masculine) that is currently in power in another state have
opposed preferences over a policy space represented by [0,1]. The sender’s utility from a
policy x is just x, so that S favors policies closer to 1. The target’s utility is 1 — x, so that
T favors policies closer to 0. The target’s domestic opposition or “resistance” R gets utility
1 —|r — 2| for some r € [0, 1], so that R favors policies closer to its ideal policy .

The sender chooses a demand to issue that policy be set to at least d € [0, 1], and also

chooses a severity of sanctions o > 0 to threaten to impose if the demand is not met. The



target then chooses a policy z € [0, 1], which the resistance may accept or reject. If the
resistance accepts the policy, it is implemented. If the resistance rejects, there is an internal
political contest between the target and the resistance. The resistance replaces the target
with probability p, while the target stays in power with probability 1 — p, and the contest
imposes costs of ¢ > 0, v7,7g > 0 on the sender, target, and resistance respectively. The
winner of the contest chooses a policy x that is then implemented. If the target remains
in power, whether because it won the contest or because no contest occurred, the sender
pays a cost k > 0. The sender then decides whether to impose the threatened sanctions. If
imposed, sanctions inflict a cost o on the current government and a cost ¢(o) on the sender,
with ¢(0) = ¢/(0) = 0 and ¢(0),(0),"(0) > 0 for ¢ > 0. If sanctions were threatened
(¢ > 0), the demand was not met (z < d), and the sender chose not to impose sanctions,
the sender suffers a cost ¢. All parameters of the game are common knowledge.

The resistance R is meant to stand in for whomever poses a threat to the continued
rule of the target, and the internal political contest represents the most cost-effective means
available to R to challenge the target’s rule. If the state is democratic, R may be the party
or party coalition that is presently out of power, so that the internal political contest is an
election. Alternatively, R may be a group of military or other elites, so that the contest
takes the form of a coup, or a large subset of the population, such as a disfavored ethnic
group or the citizenry generally, so that the contest is a popular uprising or revolution. We
allow the interests of the resistance to differ both from the target and from the sender: its
ideal policy may be close to the target’s, the sender’s, or neither. We also assume that all
of these forms of internal political contest are costly. A coup or revolution will disrupt the
targeted state’s economy and may involve some death and destruction. In an election, the
two sides may shift to campaigning on whether to meet the sender’s demand, rather than
on other issues important to their constituencies. While less costly than a revolution, such

a shift is still costly if it forces the resistance and target to set aside what would otherwise



be their preferred campaign issues.

The model takes sanctions to be costly for both the sender and the target. As the
severity of sanctions for the target goes up, the cost for the sender of imposing them also
increases, and at an increasing rate. In other words, the sender employs the most cost-
effective sanctions—those that inflict the largest costs on the target at the lowest cost to the
sender—first, and has to resort to ever less cost-effective sanctions as the desired severity
increases. Sanctions “land” on whichever actor is in power when they are imposed: T if
there is no internal political contest or T wins it, R if T loses it.!

The parameter ¢ is the cost to the sender of failing to follow through on a threat to
impose sanctions. Other targets might disregard the sender’s threats if they are revealed
to be empty, or a domestic audience for the sender might punish its backing down from a
threat. We will see that this cost places a ceiling on the severity of sanctions that the sender
can credibly threaten, and thus constrains the coercive power of the sender’s threats.

We will interpret k to be the cost for the sender of living with the target remaining in
power, relative to the cost of instead living with the resistance having taken power. The idea
here is that the sender and target have a conflict of interests that may give rise to costly
behavior in their larger (unmodeled) interaction. For example, the sender may build and
deploy military forces to deter the target, and so suffer the cost of diverting resources from
productive uses to her military. Alternatively, she may expect a future shift in the balance
of power toward the target, forcing her to be more conciliatory in the future. Finally,
the target may oppress his populace or coerce his neighbors in order to maintain his rule,
imposing costs on the sender if she values the wellbeing of the target’s population or his

neighbors for humanitarian or strategic (e.g., because they are allies of the sender) reasons.

LOther plausible assumptions—such as that sanctions land on whichever actor is not in power—lead
to similar results, but the expressions are simplest when sanctions fall on the government. We will see
that bargaining over policy between the target and resistance enables the two to redistribute the “pain” of
sanctions, so that the initial distribution of sanctions’ impact does not matter much.



All of these make it costly for the sender to coexist with the target, and all might be reduced
if the target is replaced by the resistance. Because the size of this reduction will depend
on the interests of the resistance, we will sometimes treat k as a function of the resistance’s
ideal policy r, and assume that k(r) is increasing in r, with k£(0) = 0. In other words, the
closer are the sender’s and resistance’s ideal policies, the higher is the relative cost for the
sender of living with the target in power, and when the resistance has the same ideal policy
as the target, the sender is indifferent to which one is in power. For simplicity’s sake, we

leave the larger interaction that gives rise to k& unmodeled, treating it as exogenous.?

Analysis

We start by analyzing when a demand and threat of sanctions will lead the domestic opposi-
tion to try to replace the current government within the targeted state in equilibrium.? We
then investigate when and why a sender would choose to use sanctions to incite an attempt
at regime change.

First we need to establish just how severe are the sanctions S can credibly threaten to
impose. Sanctions are only imposed once the sender’s demand has been refused, so that the
sender has already “lost” the dispute. Thus, the sender’s valuation of the policy at stake
has no impact on whether she should follow through on her threat. The only reason to
do so is the reputational cost that the sender would suffer as a result of backing down. If
the reputational cost is higher than that of actually imposing the threatened sanctions, the
sender will impose them, and thus could credibly threaten them in the first place; otherwise

her threat will be ignored.

Lemma 1. Let  be such that ¢(T) = ¢. The strongest sanctions S can credibly threaten if

2The conditions under which such costs arise and cause conflict have been analyzed by others (Coe 2011,
2018; McCormack and Pascoe 2017; Schram 2021). We focus instead on the more novel issue of how sanctions
might give rise to costly domestic conflict within the target state.

3We will show that there is a generically unique subgame-perfect Nash equilibrium.



her demand is not met have severity .

We can now turn to our first puzzle: why would sanctions ever destabilize the government
of the targeted country? Shouldn’t the target government and domestic opposition both
prefer instead to come to a bargain on policy, avoiding the costs of an internal political

contest?

Proposition 1. An internal political contest occurs if and only if d > pmax{r,d} + (1 —
p)o + yr, po > g + yr + 2pmax{d — r,0}, and 0 < 7. If R wins, she will set policy
x = max{r,d} and no sanctions will be imposed. If T wins, he will set policy v = 0 and

sanctions will be imposed.

If the sender makes a high enough demand, and credibly threatens severe-enough sanc-
tions, then there will be an internal political contest within the target. The targeted govern-
ment will spurn her demand, knowing that it will lead his domestic opposition to attempt
to replace him in power. If the government prevails, it will set its ideal policy and suffer
sanctions; if the resistance wins, it will yield to the sender’s demand and avoid sanctions.

To understand the intuition for this, consider the choice faced by the targeted government
after the sender’s demand and threat. He could meet S’s demand, avoiding the imposition
of sanctions and appeasing R; instead offer a policy just sufficient to satisfy R, avoiding an
internal political contest but suffering sanctions; or instead spurn S’s demand and also refuse
to appease R, leading to an internal political contest. The first condition in the proposition
rules out the first choice: S’s demand is so high that T" would prefer the gamble of an
internal political contest—risking R choosing policy (max{r,d}) if it wins (with probability
p) or suffering sanctions ¢ if 7" wins (with probability 1 — p) and paying the cost of the
contest (yr)—to meeting this demand (d).

By imposing a sufficiently stringent demand, the sender can ensure that 7" would never

yield to it. This means that if 7" remains in power, S will end up imposing sanctions. The
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cost of suffering these sanctions makes internal political peace between R and T costly.
While an internal political contest is also costly, it offers the possibility of ending sanctions
should the resistance win, though this would also mean conceding S’s demand. If the cost
of suffering sanctions (¢), weighted by the probability the resistance will win the internal
political contest and avoid them (p), is higher than the cost of that contest (yg + y7) and
the extra cost to both sides if R wins of setting S’s demanded policy when it forces both
to concede more than they would like (2p max{d — r,0}), then there is no policy that will
simultaneously satisfy R and T. Thus the second condition ensures that sanctions make

peace too costly to be worth bearing, when a contest might avert their imposition.
Corollary 1. Sanctions that incite attempts at regime change succeed or fail stochastically.

If sanctions cause attempted regime change, then their success or failure is entirely de-
termined by which side wins the internal political contest. This contest is by its very nature
stochastic—the sender cannot be sure about which side will win in an election, a coup, or a
revolution. The target government might fall, whether by losing an election to an opposition
campaigning to end the sanctions or by suffering a successful coup or revolution. The resis-
tance would then come to power, and because its interests were closer to the sender’s, the
new government would meet the sender’s demand. The new government would also reduce
the costs for the sender of coexisting with the old government—whether these costs came
from arming, containment, domestic abuse of civilians, or any other negative externality the
old government generated for the sender. Sanctions would appear to have been successful:
they led (eventually) to the targeted country adopting a policy desired by the sender.

However, there is also a chance that the target government would prevail in the internal
political contest, winning an election by campaigning on spurning the sender’s demand or
putting down a coup or revolution. The resistance would end up weakened or crushed,
entrenching the target government in power. The victorious target would set the policy it

most preferred but the sender most disliked, and given that its demand was spurned, the
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sender would have to carry out its threat of sanctions in order to avoid the reputational cost
of backing down. In so doing, the sender would know that imposing sanctions would not
lead to any change in policy. Indeed, the entrenched target government would set a policy
that was even worse for the sender than the one he would have set had the sender made no
demand and never threatened sanctions. If this happens, sanctions will appear to have failed
miserably: not only did the undesirable policy get worse, but the recalcitrant government
was strengthened in power.

This may help to explain the mixed empirical findings of research linking the efficacy of
sanctions to their domestic political consequences. Some studies find that sanctions tend to
destabilize the government of the targeted state, and that when this destabilization occurs,
the sanctions are more likely to be effective. Other studies observe that in many cases sanc-
tions appear instead to entrench the extant government and its supportive elites in power,
and that when they do so they are unlikely to be effective. Both findings are consistent
with a stochastic effect of sanctions intended to incite regime change: sometimes the tar-
geted government is replaced, policy is changed in favor of the sender, and sanctions appear
effective; other times the targeted government is entrenched, policy does not change, and
sanctions appear to have failed. Put another way, the effect of these sanctions is hard to
predict precisely to the extent that it is hard to predict whether the regime or its opposition
will win the internal political contest.

We can now address our second puzzle. As long as S can credibly threaten to impose
severe-enough sanctions, she has the ability to induce an attempt at regime change in the
targeted country. But she also has the option of using the threat of sanctions to coerce the
current government to change its policy, avoiding the costs and risks of an internal political
contest that could entrench the target government. Why would S use sanctions to incite a
possible regime change, rather than a sure policy change? We explain the special case where

the sender and resistance have the same ideal policy (r = 1) first.
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Proposition 2. Suppose r = 1. If p > ygp+y7 and pk > (1—p) [E+ & (W)] +vs+7,
then S will make a demand that she knows will be spurned and threaten sanctions of severity
o= %, and an internal political contest will occur. Otherwise, S will make the highest
demand T would grant and threaten sanctions of severity o, T will yield to S’s demand, and

no internal political contest or sanctions will occur.

The first condition assures that it is feasible for S to incite an internal political contest. It
means she is capable of credibly threatening sanctions so severe that, when combined with a
demand high enough that 7" would never voluntarily submit to it, there is no policy 1" could
choose that would leave both 7" and R better off than a contest. Ultimately, it is cheaper
for T"and R to contest power and have a chance of avoiding sanctions (saving po) than to
suffer them for sure but avoid the costs of the contest (saving vg + 7).

The second condition implies that it is desirable to S to use sanctions to incite (an
attempt at) regime change rather than policy change from the current government. When
this condition holds, there is no policy 7" could set that would leave both the sender and the
target better off than a contest. S would rather gamble on regime change and its chance of
ending the costs of coexisting with 7" (saving pk) than coerce a policy change that leaves the
existing government in power but avoids the costs of an internal political contest between
the two sides (s + vr), of losing the policy change she would have gained from coercing the

extant government if R’s attempt at regime change fails ((1 — p)7), and of imposing and

YRTYT
p

suffering sanctions if that attempt fails ((1 — p)c ( )) Essentially, an internal political
contest within the target is cheaper for S and 7', even though it entails the risk that S will
have to impose sanctions if the resistance fails, than continued coexistence.

If the first condition in the proposition does not hold, then the sender might like to use
sanctions to incite regime change, but cannot credibly threaten to impose severe-enough

sanctions to get the resistance to rise up against the target. If the second condition is not

satisfied, then the sender might be able to incite regime change, but prefers instead to coerce
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the target to change its policy while still leaving it in power. In either case, the sender
threatens the most severe sanctions she can credibly impose (7), and makes a demand that
leaves the target just indifferent between yielding or instead taking his next best option.
Bowing to the sender’s leverage, the target concedes the demand. In effect, the sender takes

the sure option of having a more modest demand met.

Corollary 2. A sender will sometimes issue a demand that it knows will never be granted

by the target government, even absent audience concerns.

When the US demanded in the 1990s that Iraq dismantle its programs to develop weapons
of mass destruction, cease oppression against its Kurdish and Shi’i citizens, and end its
support for terrorist organizations and insurgencies abroad, there was no reason to think
that Saddam would comply with these demands, regardless of the economic sanctions the
US could impose if he did not. The US has made similarly implausible demands of Cuba,
Iran, North Korea, Syria, and Venezuela. Few observers expected these governments to yield
to US demands, and indeed none of them have done so, and as a result the US has imposed
and maintained sanctions against them. In many other cases the US and other senders such
as the EU issue demands that, if met, would very likely result in the target government’s
removal from power—for example, a demand to allow free and fair elections. Here again, it
seems reasonable to assume that these requests would not be granted, and that the sender
knew this.

Senders making demands that they know will be refused is a puzzling phenomenon for
prior theories of sanctions as instruments for coercing policy change. If the sender expects a
demand to be spurned regardless of the threat of sanctions, then issuing it appears irrational:
no policy change will result and the sender will have to pay the cost of imposing the sanctions.
It would be better to instead make a less stringent demand that would plausibly be granted
by the target, gaining a favorable change in policy without having to pay for sanctions. Why

would a sure-to-be-refused demand be made?
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One answer is that a sender might make such a demand of a target, and sanction it
when it refuses, because it wishes to convince other potential targets of the consequences of
refusing its demands. This strategy is rational if making a sure-to-be-refused demand of the
current target actually would induce an observing audience of potential targets to concede
if faced with a demand (Peterson 2013) or to avoid altogether the policies that led to the
sender’s demand (Peterson 2014). For this to occur, the potential future target and demand
it might face must be similar enough to the current target and demand (Peterson 2013, 2014,
675, 151). This surely applies in many instances, but it seems unlikely to explain cases where
the sender’s demands are for the target government to reverse its entire policy orientation
or to allow itself to be removed from power, which in recent decades constitute the majority
of sanctions demands (Von Soest and Wahman 2015b).

Our theory offers a different answer, that does not depend on the presence of an influence-
able audience: the sender intends for the sanctions to induce an attempt at regime change,
not policy change by the target. It is thus important to make a demand that the target will
not accept, so that his domestic opposition knows that it must wage an internal political
contest to avoid or end imposed sanctions. In many of the cases mentioned above, the US
actually made explicit that it expected the current government would not comply with its
demands and instead sought regime change. Moreover, it often justified sanctions precisely
on the grounds that they would encourage domestic elements in the targeted country to try

to replace its present government.

Corollary 3. A sender will sometimes accept a lower chance of sanctions succeeding in

exchange for a higher gain if they do succeed.

That a sender would sometimes prefer to use sanctions to incite attempts at regime change
rather than policy change means that a sender will sometimes prefer a gamble on sanctions
working over a sure thing. When a sender elects to incite attempted regime change, it is

because the risk that sanctions fail is compensated by the increased reward if they succeed:
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a larger policy change in the sender’s favor, as well as a reduction in the costs of living with
the target.

This is perfectly rational from the sender’s perspective, but it seriously complicates the
task for scholars of evaluating the efficacy of sanctions. In effect, the theory says that senders
sometimes purposely handicap their sanctions: they act in a way that lowers the chance that
their demand is met. Put another way, if we observe a sanctions episode in which the target
government ends up entrenched and the sender’s demand is spurned, this does not mean
that the use of sanctions in this episode was a mistake by the sender—ex ante, it may have
been a wise gamble. Such an episode also does not imply that there was no sanction that
would have worked here: there was a different (lower) demand the sender could have issued
that would have been granted by the target, so that it would appear that sanctions were
effective.

Finally, we derive observable implications for when we expect sanctions to be used as an
instrument of regime change. These hold for the more general case where the ideal policy of

the resistance may be somewhere in between those of the sender and the target.

Proposition 3. If R’s ideal policy is close enough to S’s (r close enough to 1), then S
becomes more likely to use sanctions to incite regime change rather than policy change as the
cost of coexisting with T (k) rises, the costs of an internal political contest (yr, V7, vs) fall,

R’s ideal policy moves closer to S’s (r rises), and the probability of R winning (p) rises.

If the resistance’s interests are too close to the target’s, then the sender regards them
as essentially the same and so has no incentive to incite regime change, regardless of how
cheap or likely to work it is. Inciting regime change becomes a viable option only once the
resistance has sufficiently distinct interests. As an internal political contest becomes less
costly for the current government and its opposition (yr, g fall), then less-severe sanctions
are needed to induce them to contest power, and it is cheaper and therefore more tempting

for the sender to do so. A reduction in the sender’s cost of an internal political contest
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(7s)—say, in the expected humanitarian consequences, if the contest involves violence—also
makes inciting regime change more appealing. Finally, it is more attractive when it offers a
better chance (p is higher) to rid the sender of one government in exchange for another with
which it is easier to coexist (k is higher). The closer the resistance’s ideal policy is to the
sender’s, the larger this difference in relative cost of coexistence is, reinforcing the desire to

induce regime change.

The Case of Apartheid South Africa

We chose three well-known cases in order to demonstrate that our theory can shed light
even on familiar episodes: US sanctions on Chile in 1970-73, on South Africa in 1985-91,
and on Iraq in 1991-2003. While these are commonly understood to entail demands for
regime change, our theory predicts an explicit choice between sanctions that are intended
to coerce the extant regime (which we call “coercive” sanctions) and those intended to seek
its overthrow (“incitement” sanctions), specifies the factors that should determine which the
US chooses, and predicts both how each actor should respond and what their expectations
of other actors’ behavior should be. These particular three cases also illustrate the forms
incitement can take across different target regime types and democratic or non-democratic
internal political contests. For each, we show that the decision calculus of the US and the
observed expectations and behavior are consistent with our theory. For brevity, we examine
the South Africa case here; Chile and Iraq appear in the online appendix. Table 1 displays
the predictions we test.

In response to the bouts of violent repression that accompanied apartheid, the US im-
posed modest sanctions on South Africa in 1977 and stronger sanctions in 1986. New lead-
ership came to power in South Africa in 1989 and moved to end apartheid, and the US

dropped its sanctions. We show that the behavior and expectations of the US and South
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Table 1: Theoretical Predictions

Behavior / Sender’s Sender’s Expected Target’s Final
Expectations demand intent response response outcome
Coercive modest coexistence concession bargaining concession
Incitement extensive replacement rejection IPC concession
by incumbent if replaced
Decision Concessions ~ Chance of  Favorability of Cost of Cost of
Factors from coercive replacement  replacement  coexistence IPC
Skeptics of high low low low high
incitement
Advocates low high high high low

African governments (henceforth “SAG”) and South African opposition were consistent with
the theory’s predictions for coercive sanctions before 1986 and for incitement sanctions after.
We then examine the debate within the US government over whether to switch from coercion
to incitement sanctions, and show that the factors cited in this debate were consistent with
the model.*

Under our theory, coercive sanctions should involve a modest demand, rather than the
more extensive demand the sender would make under incitement sanctions, and the sender
should intend to replace the government only in the latter. The sender should expect the
incumbent government to grant the modest but not the extensive demand. We should ob-

serve bargaining between sender and incumbent over the modest demand, versus an internal

4We use primary sources from Burton (2016) for the Carter Administration and the account of Thomson
(2008), which is based on the limited documents available but also interviews with the policy’s architects,
for the Reagan administration. These are cited as “S[document number]” and “T[page number” for brevity.
Because incitement sanctions were imposed by Congress over Reagan’s opposition, we employ transcripts
of Congressional hearings on South Africa, cited according to their document code, e.g., “HRG-1980-FOA-
0041”. For South Africa’s perspective, we draw on Giliomee (2012), which is based on interviews with the
key leaders in South Africa, cited as “G[page number]”.
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political contest over whether to meet the extensive demand. Sanctions should cause the
incumbent (under coercion) or replacement (if one comes to power under incitement) gov-

ernment to grant the sender’s demand and only then should sanctions be dropped.

Coercive: Moderate demand expected to be granted by extant regime

President Carter demanded only “a progressive transformation” (S268) involving “interme-
diate steps [that] would be acceptable to [SAG Prime Minister] Vorster [...] toward the
liberalization of South African society” (S267). The administration was “abandoning the
concept of majority rule,” its ideal policy, expressly because “That phrase strikes terror
among the [governing] South Africans” and “we [...] don’t want to turn over South Africa
to the Reds” (S267). Carter clarified that “sequential progress should be condoned. Let
Vorster tell you what they will do & how long it will take. [...] Don’t set our requirements
so high as to obviate any cooperation” (5S274). Clearly, the US strategy was to formulate
a modest demand that SAG would grant, rather than a more extensive demand that SAG
would reject and that might lead to its replacement. The Reagan administration pursued
a similar strategy, though described more delicately as “seeking to [...]| bolster those com-
mitted to evolutionary change” and “to foster conditions in which all South Africans can
more fully share and participate in the economy and political process” but “neither to desta-
bilize South Africa nor align ourselves with apartheid policies that are repugnant to us”

(HRG-1981-FOA-0076, 11-12).

Coercive: Bargaining instead of IPC, concessions made

Bargaining over exactly what steps the US wished to see and which would be acceptable to
SAG followed (5269, S271, S273, S274, S276, S278), and sanctions were imposed as SAG
initially responded unsatisfactorily (S284, S285, S313, S314, S324) even as haggling continued
(S317, S321, S323). SAG implemented liberalizing reforms from 1979 through 1984 (T113),
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in response to which the US gradually relaxed its sanctions (T113-118), even as bargaining
continued (T122-124).

No internal political contest over whether to grant or spurn the US demand occurred.
Vorster called a snap election soon after Carter’'s demand and his National Party campaigned
on both opposition to foreign interference and constitutional reform proposals to extend po-
litical participation to “Indians” and “Coloreds” (Midlane 1979, 374, 376-377), exactly the
kind of liberalizing step the US had demanded. All the other major parties criticized the
sanctions, and most also supported constitutional reform, with the sole exception receiving
only 3.3% of the vote (Midlane 1979, 379-382). Vorster and the National Party won “the
largest majority in South African history and almost certainly the support of the overwhelm-
ing majority of English as well as Afrikaans speaking South Africans” (Midlane 1979, 385).
Vorster was succeeded by P.W. Botha, a similarly right-wing politician who had nonetheless
chaired the cabinet committee that developed the reform proposals (Stultz 1984, 362). In
the next election, Botha and the National Party again campaigned on both opposition to
foreign interference and also liberalizing reforms to the constitution and labor laws, and won

another landslide (Lemon 1982, 511-516, 524).

Incitement: Extensive demand expected to be spurned and incite opposition

By contrast, with the Comprehensive Anti-Apartheid Act of 1986, the US Congress forthrightly

declared its goal “to bring an end to apartheid in South Africa and lead to the establishment

b

of a nonracial, democratic form of government.” Eschewing the vague demand for liber-

alizing steps, Congress set precise requirements that SAG had to meet for sanctions to be
lifted: release all political prisoners; end the state of emergency used to suppress protest;
unban political parties and allow free association, speech, and political participation; repeal

5

the major apartheid laws; and agree to negotiate with black leaders.” It did so knowing

5See sections 4 and 311 of Public Law 99-440.
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that it was “not self-evident that that government, at least those who are in charge now, are
prepared really to go into negotiations for power-sharing with black leaders” (HRG-1985-
FOR-0007, 307). More bluntly, one congressman asked “what’s the difference between the
current government and the brown shirts [right-wing conservatives opposed to any reform of
apartheid]? How did P.W. Botha rise to power? He came out of the same brown shirt move-
ment [...] They both stand for the same thing” (HRG-1986-BFU-0017, 36-37). Clearly, the
Botha government was not expected to concede these more extensive demands. Congress
instead wished to “strengthen the hand of those white South Africans who are arguing for
change” and recognized “that there are responsible white leaders [...] who don’t take any
solace at all in continuing the policies” of apartheid (HRG-1985-BHU-0010, 40, 50-51, and
similar on 74). The intent was to incite “the [white] South African business community”
and “English-speaking South African interests that have also adopted a policy which chal-
lenges the Government’s rigid system of apartheid” as well as “white South Africans in the
Government that would like to do more than they are doing” to “[do] things that they know
they have to do”; implicitly, to force a change in the government (HRG-1985-FOR-0007,
282, 317-318). As one Senator explained, “by putting pressure on those who recognize the
need for change, we may contribute to the sort of rapid dismantlement of apartheid [...]
The white South African community is sharply divided. Those white South Africans in
the business community who are most receptive to real change are likely to suffer if strong
economic sanctions are adopted. We should give them another compelling reason to throw

themselves behind the reform movement” (HRG-1986-BHU-0021, 2, similar on 3).

Incitement: Internal political contest, concession if opposition wins

As our theory predicts, an internal political contest began once it was clear stronger sanctions
would be imposed. National Party elites polarized between a “securocrats” faction led by

incumbent State President Botha that opposed further reforms, and a faction, eventually
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to be led by F.W. De Klerk, that favored reforms that might satisfy the US (G182-194).
“The race for PW Botha’s successor started immediately after [...] the Rubicon speech”
(G283) in which Botha publicly spurned the new US demands (G194-201). Sanctions led
several economic elites and major civil society organizations to align themselves with the
reform faction (G251-252, 254, 269, 272), which made several failed attempts to force Botha
into agreeing to further reforms (G256-261, 270-272), even as Botha shifted control over key
government policies from the reform faction to the securocrats (G262-266). Botha won the
1987 election soon after sanctions were imposed, but this time his campaign was based on
the need to secure the country from an escalating war against Communists in Angola and
the African National Congress, rather than on reform or Western sanctions (G267-269, 282).

But the contest was not over. Botha was replaced as leader of the National Party in a
caucus election that De Klerk won (G277) on a platform of further reform (G280). De Klerk
immediately consolidated power within the party (G290-293, 295) and “reformulat[ed] the
party’s policy programme,” so that the “NP’s manifesto for the election [...] came across
as a liberal democratic manifesto” (G295), after which “the simmering conflict between
Botha as president and De Klerk as party leader came to a head,” and Botha’s pro-reform
cabinet members forced him to resign (G277, 278). “Once Botha had resigned,” the NP
“project[ed] the party as ‘under new management’, with a new leader and new policies. It
worked,” though the National Party won by its smallest margin since 1958 (G296). “For De
Klerk the election sent a strong message that most voters [...] wanted a new leader with
fresh ideas” for ending apartheid, and De Klerk pledged drastic reform in his victory speech
(G297). He proceeded to remove much of the power of the securocrats over government
policy and implement reforms (G301-312) that were designed to ensure they satisfied the
US. “de Klerk was following a set formula agreed with officials in the United Kingdom and
the United States” to meet the demands of the US Congress, after which the US quickly

ended its sanctions (T161).
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Coercive vs. incitement: Concessions from coercion and chance of replacement

During the debate, skeptics of incitement emphasized the value of the concessions the US
had gained from coercive sanctions (that is, @ is high), which would be lost if incitement
failed, an outcome skeptics viewed as quite likely (i.e., p is low). Secretary of State Shultz
asserted that “There is now less cross-border violence than there has been in eleven years.
There has been more reform in South Africa in the past four years than in the previous thirty
[...] a process of change is clearly under way” but “The gains are fragile.” The Reagan
administration “chose to focus on getting results. We cannot have it both ways: We cannot

have influence with people if we treat them as moral lepers, especially when they themselves

are beginning to address the agenda of change. [...] Some propose that we try to cut South
Africa off [...] through [...] sanctions [...] that are more likely to strengthen resistance
to change than strengthen the forces of reform. [...] The result will be reduced American

influence” (HRG-1985-FOR-007, 57-58). “I am concerned that such measures could have
the opposite effect, heightening intransigence [...] I fear that the proposed legislation would
backfire, reducing our influence and our continued capacity to use effective pressure for
change” (HRG-1986-BFU-0017, 28).

Experts testifying before Congress described how this could happen in a way that matches
our theory precisely, identifying the key factions and observing that the anti-reform side
could win the internal political contest sanctions would incite. As one analyst explained,
“The Afrikaner community is not monolithic. There are those known as ‘verligtes’ (who
favor sharing power with the blacks and see reform as both inevitable and desirable) and
the ‘verkramptes’ (who support the traditional Afrikaner commitment to apartheid with
no concessions) [...| by forcing a political confrontation within the Afrikaner community,
[incitement sanctions] could slow down, and even reverse, [the process of reform because of] a

verkrampte backlash [...that] would eliminate any chance of effecting the intended reforms”

(HRG-1985-BHU-0010, 601-602).
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By contrast, while advocates of incitement admitted that the outcome was uncertain,
they saw a decent chance of bringing the pro-reform faction to power (p is high) and were
dismissive of the modest reforms won by coercive sanctions (¢ is low). One prominent
Congressional advocate argued that “the changes heralded by the South African Government
[...] avoid the key issue of white political domination and basic segregation”, and cited “the
fragmentation of the white community that has begun to occur [...with powerful elements]
calling for the abandonment of apartheid” that would not “have come about were it not for
the economic pressures that the society is facing” as reason to think incitement sanctions
would work (HRG-1986-FOA-0021, 1, 103, 112). An undecided Senator concurred that “The
results of [coercive sanctions], in my judgment, have been negligible at best. The failure of
the South African Government to make more than token gestures in response to pressure
has perpetuated an intolerable situation”, but also asked “whether we should attempt to
predict the kind of future our sanctions will achieve in South Africa. Will it cause the South
African government to be more repressive? Will it cause the South African Government to
begin to end apartheid” and received from an incitement-supporting Senator the reply “the
future of South Africa is going to be decided by the South Africans”—that is, it was not
within the power of the US government to control the outcome of incitement (HRG-1985-
BHU-0010, 1, 42-44). As another advocate put it, “Maybe it will work and maybe it will
not” (HRG-1985-FOR-0007, 25).

Still, other advocates argued that incitement sanctions would “help those whites in South
Africa who want change and isolate those who do not and [...] more and more white South
Africans [would] see that present policies can only lead their country to economic disaster”
(HRG-1985-BHU-0010, 74) and gave prior examples where US sanctions had successfully
incited regime change (HRG-1985-FOR-0007, 17). Expert testimony also supported the
idea that incitement could plausibly lead to a government willing to meet US demands. One

analyst observed that “deeper trends in society offer glimmers of hope. In particular, opinion
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polls of South African whites indicate far greater support for change than anything promoted
recently by the regime” and held that “Such trends suggest the opportunity for pressing the
Afrikaner regime to take bolder steps toward reform”, though admitting that “I can’t claim

to be certain” (HRG-1985-BHU-0010, 132, 294).

Coercive vs. incitement: Favorability of replacement

Congress also argued over how amenable to US interests a new government would be (r),
given that it might include the African National Congress (ANC). Shultz offered that “We
have serious questions about the ultimate objectives of the ANC, as well as about the role in
its inner circles of the Soviet-controlled South African Communist Party” (HRG-1986-FOR-
0010, 83-84). Congressional skeptics argued that “suppose the Congress forces sanctions
[...] The communist-dominated African National Congress will surely smell a victory” and
urged, “Let us not rush to embrace the ANC with its white Communist terrorists”, worrying
that “if the African National Congress ever rules South Africa, it will be a tragedy for all
Africans, black and white” (HRG-1986-FOR-0010, 61, 15, 64 more on 43-54, 63). Advocates
of incitement countered that the ANC was “a movement of pragmatists, not ideologues” that

was not controlled by the Soviet Union, rarely used terrorism, and was internally democratic

(HRG-1986-FOR-0010, 34, 238-255).

Coercive vs. incitement: Cost of coexistence or of IPC

However, the crux of the debate was how the cost of living with SAG (k) compared to the
cost of an internal political contest (75). As one advocate explained the cost of coexistence,
“South Africa invests the phrase ‘gross and continuing violations of human rights’ with a
unique and particularly horrendous significance. [...] Apartheid [...] is unique in combining
the terrifying intrusions of totalitarianism with the devastating humiliations of racism. |...]

this appalling system also constitutes a major threat to U.S. national security interests.
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Black political opinion in South Africa [...] is increasingly bitter and disaffected, with
expectations for large scale unrest and violence. [...] Moreover, since South Africa |...] is
stepping up its military destabilization activities in [its neighbors], Soviet and Cuban military
and political influence is likely to increase in the region as a whole. [...] Not only is there
more upheaval and violence in the Southern African region today, but now—for the first time
and as a direct consequence [of the US not disowning SAG .. .], the U.S. has become directly
implicated |[...and] in African eyes, is now viewed as colluding with the South Africans [...]
in fostering regional instability, and in preserving the abhorrent system of apartheid” (HRG-
1983-BFU-0032, 221227, see also 195, 217-220). The obvious conclusion was that “it is only
through the elimination of apartheid that lasting peace, stability, and justice can come to
southern Africa” (HRG-1984-FOR-0024, 5) and “If the United States is truly serious about”
improving the situation, “then we will do everything within our power to really see that the
system of apartheid is abolished” (HRG-1983-BFU-0032, 218).

Though skeptics acknowledged this cost, with even Secretary Shultz admitting that “The
fundamental cause of all this damage is the system of apartheid and the mounting and
inevitable reaction to it” (HRG-1986-FOR-0010, 78, 82), they worried that the internal
political contest incited by sanctions might be even costlier (vg). “South Africa is in flames,
and here we are pouring on kerosene” with incitement sanctions. “We help destroy their
economy [...] Now you add to an already inflammatory situation [...] unemployment.
Then you have hungry people who can’t work, who have nothing to do, in the streets. You
are [...| waving the bloody shirt of revolution [...] You precipitate revolutions without the
slightest idea of what is going to take the place of this existing government” (HRG-1986-
FOA-0074, 249-250). Skeptics also worried that an attempted revolution could lead to a
wider war. Observing that at “every feast for freedom [...] there is an uninvited guest
[...] communism, and it is almost always a representative from the Kremlin” and “that

South Africa has nuclear weapons”, one skeptic averred that “I live in fear [...] that the
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laager mentality of circling the wagons in South Africa can be backed up with military might
[...] and because of that uninvited guest, communism, motivating their forces to fight for
freedom, I think that if we push too hard we will precipitate the very blood bath that you
fear” (HRG-1986-FOA-0074, 23-24).

Perhaps the key precipitant of the decision to impose incitement sanctions was the rapidly
increasing level of violence, repression, and political polarization in South Africa in 1985-86.
The more the costs of coexistence (k) rose, the more willing Congress became to accept
the risks of a bloody internal political contest (7s) and of an unfavorable new regime ()
in exchange for the chance of eliminating those costs. “The longer negotiations [toward
majority rule] are delayed in South Africa, the more violence occurs in the course of the
struggle, the more radicalized the divisions become; the greater the opportunities for the
penetration of a Soviet influence in the region. [...We| are on the road to a very serious
disaster [...] A massive increase of bloodshed. [...] You ask, why now? Why are we so
concerned with [adopting incitement sanctions now|? The reason, very simply, [is] because of
the very dramatic—very dramatic, I want to underscore that—deterioration of developments
in South Africa” (HRG-1986-FOA-0074, 145, 191, 246). One converted skeptic explained
that “there is a danger of counterproductivity to” “tightening the noose around the South
African Government”, but “I think some of us feel there is greater danger in the status quo”
(HRG-1986-FOA-0074, 256) and another that “if we are faced with a mounting death toll”
from repression, “then I think we have to move in the direction of [incitement| sanctions as

the lesser of two evils” (HRG-1986-FOR-0010, 99).

Conclusion

Senders and targets alike have sometimes referred to strong sanctions as “economic warfare,”

and yet extant scholarly conceptions of sanctions bear little resemblance to war. In the
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standard view, sanctions only impose costs: any concession must be voluntarily granted by
the target and can always be denied. A more recent view treats sanctions as akin to arming:
imposing sanctions is costly but, by constraining the resources available to the target’s
military, shifts the balance of power in favor of the sender (McCormack and Pascoe 2017).
Neither perspective envisions any possibility for sanctions to provide a decisive outcome to
a dispute or to seriously endanger the target, as war would. By contrast, under our theory
of sanctions as instruments for regime change, the target regime is jeopardized, and if it
falls, its dispute with the sender will be decisively resolved. This seems a better fit for what
policymakers mean by economic warfare.

Many theories of sanctions rely, implicitly or explicitly, on asymmetric information to
explain why sanctions are imposed, whether it is a sender’s uncertainty about the target’s
will to resist, a target’s uncertainty about the sender’s resolve to impose sanctions, or an
audience’s uncertainty about the sender’s resolve. It is unclear how such theories can explain
demands that no plausible target—whether the current one or any audience member—would
grant. The sender already knows the current target will not concede, and imposing sanctions
on it anyway may lead other potential targets to expect to be sanctioned, but will not
convince them to concede to the sender’s demand. Our theory offers a different explanation
for such demands: by inciting attempts at regime change, the sender seeks to replace the
recalcitrant target altogether. This suggests it might be fruitful to explore other possible
rationalist explanations for sanctions that do not rely on asymmetric information.

Though our theory focuses on other aspects of the design of sanctions, it implies that
smart or targeted sanctions may not be effective instruments for inciting regime change,
relative to more comprehensive sanctions. Smart sanctions are designed so that the economic
harm falls mainly on key supporters of the target government. This makes sense if the
sender’s goal is to coerce a modest policy change from the extant government. For larger

changes the extant government would not grant, smart sanctions are unlikely to be effective,
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because they only harm precisely the people with ideal policies most similar to the regime’s,
who presumably share its preference to spurn the sender’s demand. If the opposition—the
people potentially willing to make a large change in policy—Dbears no costs from sanctions,
then it has no incentive to undertake a costly and risky attempt to replace the current
government. If, as seems plausible in most cases, the regime can redistribute the harms from
sanctions to insulate its own supporters (as Saddam did), then the opposition will still suffer
from sanctions. However, it will not suffer nearly as much as it would from comprehensive
sanctions, because the narrow targeting of smart sanctions necessarily limits the total cost
they impose on the target state’s overall economy. Given this limit, smart sanctions may
simply be unable to extract large changes in policy, so that there may be no way to avoid the
ethical dilemma of choosing between harming innocents or instead tolerating a malevolent
government.

Finally, consider what might be the most recent incitement sanctions, imposed on Russia
in response to its invasion of Ukraine. Though their official intent is coercive, to “create
domestic pressure on President Vladimir V. Putin to halt his war,” they may also be intended
to incite Putin’s removal from power (Wong and Crowley 2022). Putin’s invasion of Ukraine,
much like Saddam’s invasion of Kuwait, has unambiguously demonstrated that the West will
bear serious costs from coexisting with the current Russian government. Unofficial urgings
that “For God’s sake, this man cannot remain in power” and retracted assertions that the
West is “waging an all-out economic and financial war on Russia” are suggestive (Shear
and Sanger 2022; Wong and Crowley 2022). So is the US issuance of demands “that the
Russian leader is highly unlikely to consider” (Wong and Crowley 2022). The subsequent
redistribution of resources by Putin to insulate his supporters from sanctions, the numerous
oligarchs and officials “falling” out of windows, public signs of disputes among the highest
Russian elites like Chief of the Armed Forces Shoigu and head of the Wagner Company

Prigozhin, and the banning or imprisonment of opposition elements within Russia all suggest

29



the occurrence of an internal political contest. If these sanctions are intended to incite regime
change, they may succeed, but they might instead lead to Putin’s entrenchment in power.
Regardless, the US and its allies obviously have much to gain from’s Putin replacement by a
less aggressive leader, and thus incitement may be worthwhile even if it has a relatively low

chance of succeeding.
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