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Targeted Financial Sanctions: A Primer

Introduction

The use of economic sanctions to achieve political ends is not new. […] Relatively new, however, is the concept of collective sanctions which […] can be defined as collective measures imposed by organs representing the international community, in response to perceived unlawful or unacceptable conduct by one of its members and meant to uphold standards of behaviour required by international law. This concept of collective sanctions is closely linked to schemes for collective security and measures for the prevention or containment of armed conflicts as well as the enforcement of international law.

In the forty-five years before 1990, the Security Council imposed sanctions under Chapter VII of the Charter of the United Nations against only two states—Southern Rhodesia, in 1966, and South Africa, in 1977. By contrast, in what a recent book terms the “sanctions decade”—the ten years between 1990 and 1999—the Council imposed partial or comprehensive sanctions in twelve cases, with states imposing unilateral, bilateral or regional sanctions in over three dozen more.
 According to a recent report by a committee of the House of Commons of the United Kingdom, in the course of 1999, “sanctions were imposed on Ethiopia, Eritrea, the Federal Republic of Yugoslavia, Afghanistan and Indonesia by international organisations of the which the UK is a member, and existing sanctions were maintained against a further 20 states.”

The trend of increased recourse to the use of sanctions over the last ten years is clear. For example, the above definition of ‘collective sanctions’ is taken from an edited volume published in 1994. At the time of publication, less than four years after the approval of Resolution 661 imposing comprehensive sanctions against Iraq, there were UN authorized economic sanctions regimes in effect against the Federal Republic of Yugoslavia (Serbia and Montenegro), the Libyan Arab Jamahiriya, Liberia, Somalia, Haiti, and the União para a Independência Total de Angola (UNITA). By May 2001, four of those regimes had been suspended or lifted, but another six added, this time against Sudan, Sierra Leone, the Federal Republic of Yugoslavia over the issue of Kosovo, the Taliban in Afghanistan, and Ethiopia and Eritrea, as well as refashioned Liberia sanctions.

The 1990s was an era of increased Security Council activity, with more meetings, more Resolutions, and more peacekeeping missions than in the over four decades that preceded it. Yet in the wake of well-publicized events in Somalia and Bosnia, the resort to force by the Security Council “has become constrained by concerns about its efficacy and by the reluctance of Member States to risk the lives of their citizens in UN operations where no perceived vital national interests are at stake.”
 There was therefore, in the mid-to-late 1990s, an increased resort to sanctions, sometimes in place of the use of force. In the last few years, however, comprehensive sanctions themselves have been subjected to criticism on several fronts, primarily for their negative humanitarian impact upon innocent civilian populations. In this sense, Iraq has become for sanctions regimes what Somalia was for peace-keeping missions.

Despite criticism of the effects of sanctions, the Security Council has confirmed the value of sanctions as a policy tool.
 As expressed in a paper submitted to the Second Interlaken Seminar on Targeting United Nations Financial Sanctions (Interlaken II) by the Strategic Planning Unit in the Executive Office of the Secretary-General: “Indeed, there is a widespread consensus that, when confronting major transgressions of international law, the international community needs some instrument of suasion that lies between diplomatic censure, on the one hand, and war, on the other. For this purpose, there is no real alternative to sanctions.”

Because of concerns for the harmful effects of sanctions on the civilian population, there has been growing attention in recent years to alternatives to broad economic sanctions. A consensus has emerged that targeted sanctions may be the best alternative to ‘blunt,’ comprehensive sanctions, and therefore the best answer to the international community’s need for an effective non-violent response to breaches of international law. And yet, as has been repeated at seminars on ‘smart’ sanctions, in parliamentary hearings, and in the Council itself, “the question whether financial sanctions could be an effective alternative to comprehensive trade sanctions was not conclusively answered. Work is still underway to make financial sanctions more effective.”

This paper is intended as an introduction to the topic of targeted financial sanctions. It must be noted, therefore, that it is not a review of sanctions (unilateral or multilateral), of all sanctions regimes since August 1990, nor of the use of financial sanctions in general.
 It is neither an exhaustive treatment of the subject, nor an analysis of all the issues surrounding the design and implementation of targeted financial sanctions. Instead, it is an overview of both the debate surrounding this policy tool and a summary of the limited ways in which it has been used in the recent past.

Why Target Sanctions?

There is a growing international debate about the utility of comprehensive economic sanctions. The humanitarian costs are often so high, and their effectiveness so limited, that a growing number of individuals and organizations have raised questions about the desirability of comprehensive sanctions as a policy instrument. Such sanctions often entail innocent civilian suffering that they overshadow potential political gains—the conclusion of a previous Watson Institute project on the humanitarian costs of general sanctions.
 Moreover, blunt, comprehensive sanctions complicate the work of humanitarian agencies, cause long-term damage to the productive capacity of target nations, and unfairly penalize their neighbors (who are often their major trading partners). 

In response to these criticisms of comprehensive sanctions, there have been growing calls for targeted, or “smart” sanctions, directed against the policymakers responsible for reprehensible policies and the elites who benefit from and support them. The Security Council has responded to these calls, establishing an informal Working Group in April 2000,
 to examine means of improving the effectiveness of sanctions. The Working Group has a wide-ranging mandate and is considering the role of Sanctions Committees, the capacity of the UN Secretariat to assist states, and the monitoring and enforcement of sanctions, among other sanctions development and implementation issues. 

Further, there have been several meetings and conferences convened on the issue of smart or targeted sanctions in the last few years.
 The consensus of one such conference, arranged by the Overseas Development Institute in December 1998, was that there are many reasons for which targeted financial sanctions are perceived to have advantages over other possible responses by the international community. The conference report enumerated eight reasons, including greater moral acceptability through the avoidance of significant humanitarian cost, reduced possibility of a ‘rally-round-the-flag’ response from the targeted regime, minimizing costs to close trading partners of the targeted state, and fewer long-term social and economic costs for the targeted country.

Targeted sanctions make intuitive sense and respond directly to the criticisms leveled against comprehensive sanctions. Why not direct the sanctions against the architects of the policies opposed by the international community, rather than against innocent civilians? In this way, targeted sanctions address the problem of the negative humanitarian effects of general sanctions. If designed and implemented systematically, only dictators, demagogues and the elites that support them would need to fear the effects of targeted sanctions.

Finally, there is some evidence to support the view that financial sanctions are relatively more effective than trade sanctions.
 So, why not combine targeted sanctions with financial sanctions to create targeted financial sanctions? 

The Interlaken Process

Because of the growing interest in the use of targeted sanctions, the Swiss Government convened in March 1998 and again in March 1999, seminars of experts to explore ways of more effectively targeting United Nations financial sanctions. The seminars gathered representatives of governments, the private sector (financial community), the United Nations and other international organizations, as well as academia to discuss the challenges of designing and implementing targeted financial sanctions. The purpose of the sessions was to elaborate on the specific requirements of financial sanctions, and to develop new options to refine the tool for exerting pressure directly on a targeted country’s decision-makers through freezing their assets in the world financial markets. The results of the ‘Interlaken Process,’ as it has come to be called, significantly advanced the collective understanding of the promise and feasibility of targeted financial sanctions. Following is a brief summary of the issues addressed by the two Interlaken meetings.
 

The first Interlaken (Interlaken I) meeting focused on the technical requirements of financial sanctions, and identified the preconditions necessary for targeted sanctions to be effective: clear identification of the target, ability to identify and control financial flows, and strengthening the UN sanctions instrument. 

The first order challenge concerns the target, and the need for analysis regarding the vulnerability of the targeted governments and elites. The success of targeting depends to a large extent on the characteristics of the targeted country—the degree of global economic integration and resource self-sufficiency, including diversity of trading partners, and the nature and location of financial assets of leaders and decision-making elites. In addition, a clear delineation of individuals covered by the sanctions, as well as the nature of the sanctions themselves (comprehensive sanctions on all financial assets, including property or just financial flows) is necessary. Interlaken participants also noted that speed and discretion in determining the targets and the specific sanctions are critical to the success of financial sanctions—which are often difficult to accomplish in international diplomatic circles. Interlaken II further developed recommendations on the technical aspects of targeting, and addressed issues of information gathering on the targeted country’s economic and financial profile, money transfers, and the role of offshore centers and evasion of sanctions. 

In addition to targeting, the issue of differences in the implementation of financial sanctions among Member States was highlighted. From discussion among participants, it became clear that many states have limited legal tools at their disposal and face difficulties implementing Security Council Resolutions.
 Uneven implementation and enforcement of sanctions at the national level undercuts the effectiveness of UN sanctions. As a result, Interlaken II examined the basic elements for a framework of law for the implementation of financial sanctions, and developed a draft model law that states could adopt to enable them to implement fully and consistently targeted financial sanctions adopted by the Security Council. 

A related aspect of national implementation of sanctions is the need for the United Nations to provide clear, standardized language with defined terms in Security Council Resolutions to encourage consistent implementation among members. To facilitate greater conformity among states, standardized texts or building blocks of language for proposed Resolutions, including prohibitions and exemptions, were developed by a working group at Interlaken II. Such language was utilized for the first time by the European Union as part of its implementation of sanctions against the Federal Republic of Yugoslavia over the issue of Kosovo. The Sanctions Committee established pursuant to Resolution 1267 has also drawn upon this language and it is anticipated that familiarity and consistent use of terminology will facilitate harmonization across national borders. 

Beyond the language for Resolutions, Interlaken participants also addressed the need for the UN to develop greater capabilities for administering, monitoring, and reporting on financial sanctions. Guidelines, technical assistance, and other measures should be developed to help Member States implement sanctions on a consistent basis, and likely will require additional resources to be effective.

Far from endorsing targeted financial sanctions as a panacea, Interlaken participants acknowledged that financial sanctions are unlikely to be effective in isolation or as a stand-alone measure. Rather, their effectiveness will be enhanced if they are integrated are part of an overall strategy to induce change in targeted states and may be part of arms embargoes, travel restrictions or other measures. 

Overall, the Interlaken seminars concluded that targeted financial sanctions are technically feasible, but that concrete measures on national and international levels, as well as within the UN Secretariat, are necessary for the instrument to be developed more fully and made effective. A key theme emerging from Interlaken and other meetings of experts is recognition of the amount of detailed work that still needs to be done at the level of implementation to create a more effective targeted financial sanctions regime.

When and how have targeted financial sanctions been applied in the past? 

At the present stage, the financial assets of the political elite of targeted countries have often been left unaffected by UN sanctions regimes… These assets have been allowed to circulate and fructify almost unhindered on international markets while the civilian population of the target country has had to bear most of the economic burden of comprehensive embargoes on national economic activities.

There is limited experience in the development and implementation of targeted financial sanctions, of the type often described in the literature on smart sanctions. While some comprehensive sanctions regimes have included financial elements, and other regimes have attempted to focus on specific subsets of the population, there are few instances of financial sanctions against a list of targeted individuals. The range of sanctions against UNITA and the Taliban are the only examples currently in force. 

There are, of course, examples of focused targeting in sanctions imposed by unilateral, bilateral, or regional actors, most notably in the unilateral sanctions maintained by the United States. At the multilateral level, the only attempt at targeting financial sanctions on government and business elites, using names and other identifying information, came in 1999, with the imposition of restrictive financial measures against the Federal Republic of Yugoslavia by the United States, the European Union and Switzerland over the issue of Kosovo. These sanctions, however, came after over six years of sanctions of one kind or another against some of the Yugoslav successor states, and long after the principal targets of the sanctions had had time to move their assets to secure location.

What is meant by ‘targeted financial sanctions’? They are targeted in the sense that they are imposed upon only a subset of the population (including but not necessarily limited to individuals); they are financial in that they entail the freezing or blocking of assets held abroad; and they are sanctions in that they are coercive measures applied to effect change.

Following this definition, it can be seen that multilateral targeted financial sanctions have been applied in some form in the following cases: against the Federal Republic of Yugoslavia; against UNITA in Angola; against Haiti; and against the Taliban regime in Afghanistan.

Federal Republic of Yugoslavia

In the case of Iraq and Serbia-Montenegro, personal accounts of the political elites, e.g. Presidents Hussein and Milosevic, remained untouched.

Undoubtedly, the Federal Republic of Yugoslavia (FRY) sanctions comprise one of the most complex and most well known sanctions regimes of the 1990s, surpassed in intricacy and renown only by Iraq. The range of sanctions imposed by different national, regional and international actors against a variety of targets following the break up of the former Yugoslavia is a confusing patchwork. For this reason, and for the purposes of this paper, only the elements of the sanctions regimes that focus on the assets of the FRY government or individual targets are discussed.

With the outbreak of military conflict in Bosnia and Herzegovina in 1992, the Security Council imposed a wide range of economic, trade, cultural and other sanctions on the Federal Republic of Yugoslavia (Serbia & Montenegro). In paragraph 5 of the Resolution, the Council decided that

all States shall not make available to the authorities in the Federal Republic of Yugoslavia (Serbia and Montenegro) or to any commercial, industrial or public utility undertaking in the Federal Republic of Yugoslavia (Serbia and Montenegro), any funds or any other financial or economic resources and shall prevent their nationals and any persons within their territories from removing from their territories or otherwise making available to those authorities or to any such undertaking any such funds or resources and from remitting any other funds to persons or bodies within the Federal Republic of Yugoslavia (Serbia and Montenegro), except payments exclusively for strictly medical or humanitarian purposes and foodstuffs.

Faced with the refusal of the Bosnian Serbs to accept the proposed territorial settlement, the Council adopted a Resolution resolving “to reinforce and extend the measures imposed by its previous Resolutions with regard to those areas of the Republic of Bosnia and Herzegovina under the control of Bosnian Serb forces, “including the financial measures specifically.”
 The Council reviewed these additional measures, but did not change them, on four subsequent occasions.

On the same day as it adopted Resolution 942, the Council also adopted a Resolution temporarily suspending some of the measures against the Federal Republic of Yugoslavia, recognizing the steps taken by that state to comply with the demands contained in previous Resolutions.
 In four later Resolutions, the Council extended the suspension of these measures, based on reports from the Co-Chairmen of the Steering Committee of the International Conference on the Former Yugoslavia that the Federal Republic of Yugoslavia was indeed implementing its decision to close the border between its territory and that of the Republic of Bosnia and Herzegovina.
 In November 1995, the presidents of Serbia, Bosnia and Croatia signed the Dayton Peace Accord. The measures against the Federal Republic of Yugoslavia were suspended indefinitely (with certain reservations) in November 1995, and for the Bosnian Serbs in February 1996. 

In light of the escalating use of violence against civilians by Serbian police in Kosovo, and against the background of terrorist activity by the Kosovo Liberation Army, the Council passed Resolution 1160 on March 31 1998. The Resolution imposed an arms embargo against the Federal Republic of Yugoslavia, including Kosovo, and stated that “failure to make constructive progress towards peaceful resolution of the situation in Kosovo will lead to the consideration of additional measures.”
 Peaceful resolution of the situation in Kosovo was not reached, despite negotiations between the government of the FRY and elected representatives of the Kosovar Albanians, as well as pressure brought to bear by a Contact Group of major powers, the Security Council and the North Atlantic Treaty Organization (NATO). NATO airstrikes began on March 24, 1999 and lasted for eleven weeks. Only three actors eventually imposed financial sanctions against the Federal Republic of Yugoslavia over Kosovo: the United States, the European Union,
 and Switzerland. There was no Security Council Resolution authorizing such measures, and therefore Member States were under no legal obligation to impose them. The Swiss sanctions were explicitly modeled on those imposed by EC Regulations, and therefore are not discussed here.

In the United States, the sanctions program was instituted in June 1998 with the issuance of an Executive Order of the President. Executive Order 13088, which entered into force on June 9, included a provision for special consideration to be paid in the granting of exemptions or the issuance of licenses to the circumstance of the Republic of Montenegro. This decision effectively paved the way for excluding Montenegro from the FRY-Kosovo sanctions, and focused the restrictive measures on the Serbian government and its supporters.
 In May 1999, in response to the “continuing human rights and humanitarian crisis in Kosovo,” President Clinton issued Executive Order 13121, tightening the sanctions and authorizing additional exemptions for humanitarian purposes. In the European Union, financial sanctions were among the first to be imposed, but the last to be targeted. The Common Position of 7 May 1998 froze the funds of the governments of the FRY and the Republic of Serbia held overseas,
 but it was not until the Council Regulation of 15 June 1999 that a list of targets was produced, apparently based in large part on the list used for the visa ban against government officials, their families, and so-called ‘cronies’ or supporters of the regime.
 This delay of five weeks allowed targets the opportunity to withdraw assets from European financial institutions. Also, the list—although updated regularly—contained only the names and official positions of targets, and no other information to differentiate them from innocent persons. Furthermore, it is unclear how many of the assets of the targets identified by both US and EC implementing agencies were in fact frozen in or blocked by the financial institutions or other actors under their jurisdiction.

As difficult as it is to describe the FRY sanctions regimes, therefore, it is even more difficult to evaluate them in terms of their effectiveness. There are several factors that argue against the possible success of the most recent attempt, that of multilateral (but not UN) targeted sanctions aimed at specific individuals within Serbia. Given the length of time that untargeted economic sanctions were in place against different persons and entities in Bosnia and the Federal Republic of Yugoslavia, it is highly unlikely that the assets that these measures sought to affect remained in states that were willing to impose or implement financial sanctions. The imposition, suspension, release, re-imposition and tightening of the restrictive financial measures imposed by various senders—while possibly desirable from the perspective of adapting sanctions to suit changing political realities—increase the opportunities for evasion, and complicate both compliance with and monitoring of the sanctions. Last, the lack of precise identifying information, even in the case of the FRY-Kosovo sanctions, with extensive lists of names and official designations, further confounded efforts at effective implementation.

União Nacional para a Independência Total de Angola (UNITA)

Security Council sanctions against UNITA have not worked well. More than a few people I have encountered in my travels as Committee Chairman have accused me of idealism in suggesting that these sanctions were ever intended to have any real impact. Many regarded their imposition as a political gesture on which the Council had little intention of following through. The result has not only been a culture of impunity regarding the violation of Security Council sanctions, but also a massive failure even to communicate the activities covered by sanctions and an imperfect understanding of what they were intended to achieve.

In adopting Resolution 864 on September 15, 1993, the Security Council imposed a double embargo on the National Union for the Total Independence of Angola, known by its Portuguese acronym, UNITA. Eighteen Resolutions later—the last three of which “expresse[d] the readiness of the Security Council to consider the imposition of additional measures” against UNITA
—Resolution 1127 imposed inter alia a travel ban on senior members of UNITA and the adult members of their immediate families.

On June 12, 1998, the Council adopted Resolution 1173, requiring states to freeze the funds and financial assets of the targets identified in Resolution 1127 that were held by persons and entities on their territories. In May 1999, the Council established a Panel of Experts, the first time that a body of this kind had been created.
 The Panel, whose mandate was to collect information on UNITA sanctions-busting
 and to offer recommendations on how these sanctions could be made effective, presented its report to the Security Council on March 10, 2000.

In nine short paragraphs, the Panel described the sources of UNITA’s funding, the nature of its holdings, efforts by the leaders of organization to circumvent the financial sanctions, and drew conclusions.
 The Panel concluded that

for practical as well logistical reasons the bulk of UNITA’s assets are retained in the form of rough diamonds which are packaged and sold as needed, with the proceeds sometimes going to UNITA officials or representatives abroad who may deposit the money in banks for short periods of time in order to complete or facilitate particular transactions. […A] network of banks, financial institutions and money managers continue to be connected with UNITA and its representatives and suppliers, and to be used by them for important though limited purposes.

In light of this finding, the Panel recommended that “banking procedures be developed to facilitate the identification of individuals covered by sanctions, and the freezing of assets.”
 

In April 2000, Security Council Resolution 1295 established a Monitoring Mechanism to build upon the work of the Panel and investigate violations of UNITA sanctions. Following a detailed report in December 2000,
 the mandate of the Monitoring Mechanism was extended by Resolution 1348 (2001). In the course of these events, the Sanctions Committee established pursuant to Resolution 864 reported that it has circulated and maintained a list of targets, in line with its duties under Resolution 1173.

Haiti
On June 16, 1993—two years after the coup d’état in Haiti that ousted Jean-Bertrand Aristide—the Security Council adopted Resolution 841, imposing mandatory sanctions against the military regime led by Raoul Cédras.
 Although the sanctions regime included a prohibition on the direct or indirect provision of funds to the de facto authorities in Haiti, the main focus of the Resolution (and the limited actions of the international community) was on the petroleum and arms embargoes.
 The sanctions were suspended in August 1993 in reaction to the conclusion of an agreement between President Aristide and the Commander-in-Chief of the Armed Forces, Lieutenant-General Cédras, but were re-imposed in October 1993 after it became clear that the military authorities had no intention of implementing the provisions of that agreement.

It was not until May 6, 1994—almost a year after the initial Resolution, and more than three years after the military regime seized power—that the Security Council passed a Resolution targeting the funds and financial resources of “all officers of the Haitian military, including the police, and their immediate families; […] the major participants in the coup d'état of 1991 and in the illegal governments since the coup d'état, and their immediate families; [and] those employed by or acting on behalf of the Haitian military, and their immediate families.”
 There was no list of targets appended to the Resolution; instead, the same operative paragraph requested the Haiti Sanctions Committee “to maintain an updated list, based on information provided by States and regional organizations, of the persons falling within this paragraph.” Last, and perhaps most importantly, the Security Council did not request states to implement the financial sanctions against the designated persons, but urged them to do so; the Resolution was therefore not legally binding upon Member States.

Ambiguity about the targets, and vacillation about the application of targeted sanctions, created a great many opportunities for evasion in the case of Haiti in 1994. Moreover, despite the language of the UN Resolutions, the sanctions were applied erratically in most instances: first to the leaders only, then to their families, and still later to elite supporters of the regime. By the time all the targets were publicly identified, they had had ample time to move and protect their financial assets. In contrast to the actions against Iranian assets in 1979, and Iraqi and Kuwaiti assets in 1990,
 in the Haitian case the sanctions were applied incrementally and inconsistently, with little evidence of political will and ample notice to potential targets. Haiti is now routinely cited as one of the failures of attempts to target multilateral financial sanctions. Moreover, researchers have asserted that the trade embargo in place from mid-1993 to late 1994 strengthened, rather than undermined, the military regime’s hold on power, and therefore contributed to the suffering of the Haitian people.

Taliban
On October 15, 1999, the Security Council adopted Resolution 1267, imposing a flight ban and financial sanctions against “the Afghan faction known as the Taliban, which also calls itself the Islamic Emirate of Afghanistan.”
 The operative paragraph for the financial sanction requests that States shall freeze funds and other financial resources, including “funds derived or generated from property owned or controlled directly or indirectly by the Taliban, or by any undertaking owned or controlled by the Taliban.”

The United States had already unilaterally implemented sanctions against the Taliban in July 1999, by Executive Order of the President. In the initial summary released by the Office of Foreign Assets Control in the United States Treasury, however, there was only one individual named—Mohammed Omar—whose designation was given as Amir al-Mumineen, or “Commander of the Faithful.”
 Initially, there was no other identifying information, and no Taliban targets were included in their list of Specially Designated Nationals (SDNs) and Blocked Persons.
 In the annexes to the European Commission’s (EC) Council Regulation implementing the Resolution, adopted seven months after the US action, there is no information included with regards to the funds and financial resources of the Taliban—information which should be provided by the Taliban Sanctions Committee.

In April 2000, the Sanctions Committee issued a Note Verbale, defining “funds and financial resources” in line with the Interlaken II definition, and issuing an initial list of targets.
 With Resolution 1333 (2000), the Council established a Committee of Experts to provide advice on the implementation of the arm embargo and measures to close terrorist training camps. Further, the Council again urged Member States to freeze the funds of high profile members and associates of the Taliban (para. 8(c)) and noted the need for the Committee to update and maintain the list of targets. The Committee has most recently reissued the list in March 2001,
 while the Security Council is reported to be considering the establishment of a Monitoring Mechanism, following the Report of the Panel of Experts established pursuant to Resolution 1333.

The challenges of designing and implementing effective targeted financial sanctions

Claude Bruderlein, commenting on Interlaken, noted that

[Targeted financial] sanctions require blocking not only the movement of assets into and out of the targeted country, but necessitate also the freezing of all assets managed for the benefit of the targeted country all over the world. Given the fungible nature of financial assets, their propensity to be moved around the world in a matter of seconds, and the various possibilities to conceal the true identity of the owner, the imposition of financial sanctions involves a dramatic expansion of the reach and capacity of sanctions regimes.

Some observers and skeptics have raised questions about the difficulty of developing an effective international regime of targeted financial sanctions. As indicated above, there is only limited experience at present with the development and implementation of targeted financial sanctions. However, it is useful to consider some of the standard objections to targeted financial sanctions and assess the merits of each concern, based on the information available from the experience to date. 

1. The ease and speed with which funds can be transferred, and identity disguised, makes it impossible to capture the funds of potential targets.

While it is true that the speed of financial transfers is virtually instantaneous, computer technology that facilitates instantaneous transfers also enables new surveillance and monitoring capabilities. Moreover, while identity can be disguised, this raises the costs of transactions for targets and also increases their risk. 

2. The use of offshore financial centers can be used to hide funds and evade sanctions.

It is widely known that there are more funds deposited in accounts in offshore financial centers than there are in many major currency countries.
 However, offshore holdings generally cannot be used without coming into the major money center countries for the purchase of valued commodities or for investment purposes. Few offshore locations are entirely outside of the regulatory reach of major money center countries. And targets with funds in offshore locations face increased transparency in accessing and transferring of funds as greater focus is placed on multilateral efforts to counter money laundering.

3. Collective action problems render international cooperation on effective targeted financial sanctions virtually impossible. 

Gaining multilateral cooperation on targeted financial sanctions is not easy, given the need to act quickly and gain consensus (for the most part, but not entirely) on a single list of targets. This is especially challenging, since the list of targets needs to be generated quickly and in relative secrecy, in order to be most effective. However, greater experience with the tool, as well as enhanced capability of the Sanctions Committees and the Secretariat to provide guidance to states on the implementation of targeted financial sanctions, will help to address such issues. 

4.
The absence of policy harmonization among the major convertible currency countries creates too many loopholes for potential targets of financial sanctions. 

The fact that different countries employ different definitions of “assets” has been a problem historically. It is become less significant recently since the sanctions imposed by the US and Europe over the issue of Kosovo in 1999. The de facto loophole that once existed over differences in asset definition has largely disappeared. Nevertheless, differences in administrative practices regarding implementation remain. If the EU continues a coordinating role in sanctions policy for Europe, the gap between the practices of most major currency countries will likely diminish. 

Conclusion

Notwithstanding the challenges of designing and implementing an effective targeted financial sanctions regime, the instrument remains one of significant potential that policymakers believe deserving of greater exploration. In short, while the problems and difficulties should not be underestimated, the experience with targeted financial sanctions remains limited, and the potential largely unrealized, to date. It is for this reason that a greater understanding of not only the challenges, but of various means to assist in the development and implementation of targeted financial sanctions may be useful for the international community and national governments in considering and applying such measures in the future.
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