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Economic Statecraft and U.S. Foreign
Policy Tools

Overview:

Economic power is a central pillar of U.S. foreign policy. This course examines the primary tools the
United States uses to influence global behavior through economic means—sanctions, export controls,
foreign investment reviews, development finance, and commodity leverage. Understanding these
tools is essential for professionals working in foreign affairs, energy, finance, and national security.

Key Takeaways:

Economic statecraft uses financial, trade, and development measures to achieve strategic
objectives.

Tools can deter aggression, punish violations, and incentivize cooperation without direct
military action.

Effectiveness depends on targeting, timing, coordination with allies, and careful oversight.

Core Tools:

1.

Sanctions:
o  Administered by Treasury’s OFAC.
o Types: comprehensive, sectoral, targeted (“smart” sanctions).
o Key laws: Magnitsky Act, CAATSA, IEEPA.
o SWIFT removals to isolate financial institutions.
Export Controls:
o Managed by Commerce (EAR) and State (ITAR).
o Restrict transfer of sensitive tech and dual-use items.
o Entity List targets companies/entities tied to security risks.
CFIUS (Foreign Investment Review):
o Interagency review of foreign investments for national security risk.
o Expanded under FIRRMA to cover real estate near sensitive sites and minority
stakes in critical sectors.
Development Finance & Aid:
o DFC: loans, guarantees, equity for strategic overseas projects.
o MCC: grants to countries meeting governance criteria.
o  USAID: development programs to stabilize and strengthen partners.
Currency & Commodities:
o U.S. dollar as reserve currency creates unique leverage.
o  Control of critical commodities (oil, grain, rare earths) can shape geopolitical
outcomes.

Limitations & Risks:

Sanctions fatigue and evasion.

Economic blowback on allies/domestic industries.

Overuse could undermine dollar dominance.

Political change is harder to achieve than economic disruption.
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Role of Congress:
e Authorizes and funds tools (e.g., Magnitsky Act).
e Exercises oversight through hearings, reports, and conditional aid.

Resources:

OFAC (Treasury Department)

BIS (Commerce Department)

CFIUS public portal

CRS reports on sanctions, export controls, and development finance
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