
As an economic specialist at a foreign policy think tank, I often 
joke that my security-focused colleagues work on life and liberty, 

while I do the pursuit of happiness. Yet a quarter century after he 
relegated economic rights to third position in his immortal declaration, 
President Thomas Jefferson sent warships to North Africa in 1801 to 
fend off Barbary pirates who were menacing U.S. merchant shipping. 
In fact, commercial considerations have been at the heart of American 
foreign policy throughout the nation’s history. But in a globalized era 
of shifting economic power, Washington needs to do better both at 
advancing U.S. commercial interests abroad and at using economic 
policy as a strategic tool in foreign policy.

As noted previously here, economic statecraft is a two-sided coin: 
using diplomacy to promote exports, investment, and other economic 
activity that contributes to a country’s prosperity; and using economic tools—from sanctions to trade negotiations—to 
shape the behavior of other countries in support of a nation’s security and other foreign policy goals.

Neither side is easy to pull off, but the former is the more straightforward of the two. It requires training diplomats 
in economics and incentivizing them to make promotion of trade, growth, and jobs part of their mission. It requires 
policies that ensure a competitive playing field for the country’s businesses, workers, products, and technology in the 
global economy. And it requires the country’s political leadership not to be squeamish about advocating on behalf of 
commercial interests. 

The other side of the coin is harder. Most governments understand the value of foreign aid and sanctions as diplomatic 
carrots and sticks. But even large countries with leverage in the international system have a difficult time designing 
nuanced economic strategies that can shape the behavior of other countries in a deeper and more sustained way. 

Too often economics is viewed in foreign policymaking in transactional terms: as a way of making an immediate foreign 
policy problem go away, or of rewarding good behavior, without sufficient attention to the long-term consequences. 
Two examples in my own experience are the Bush administration’s yielding to former Pakistani president Pervez 
Musharraf’s repeated appeals for debt relief, despite Treasury Department warnings about moral hazard (and 
budgetary cost); and the Clinton administration’s invitation to Russia to join the G-8, essentially a gift to Boris Yeltsin, 
and a decision that continues to haunt that forum today. 

U.S. foreign policy experts often underestimate the leverage that economics can bring. When the secretary of state 
meets with a foreign counterpart, the U.S. official’s agenda typically includes traditional priorities such as nuclear 
proliferation, terrorism, instability in the Middle East, and—oh, yes—the latest trade irritant with the country in 
question. But look at the counterpart’s talking points, and you are likely to see at the top of the list access to the 
American market, U.S. investment in the country, debt relief, and other economic priorities. 
 
Even major countries overlook economics as an integral part of foreign policymaking. Japan, for example, last month 
set up a new cabinet-level national security council without including an economic minister in the group. This oversight 
is particularly surprising because Prime Minister Shinzo Abe’s domestic economic strategy, dubbed “Abenomics,” is 
pointedly aimed at strengthening Japan’s position in the world.

To be fair, the U.S. National Security Council (NSC) does not include an economic member of the cabinet as a statutory 
member, but at least economic agencies are well represented on the NSC staff and have a voice in foreign policymaking. 
At its best, Washington has deployed economics strategically in its foreign policy. The classic example is the Marshall 
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Plan following World War II, when the United States 
helped rebuild the ravaged countries of Western 
Europe and Japan as a bulwark against communism. 
The Clinton and Bush administrations’ efforts to bring 
China into the World Trade Organization are another 
example, part of a longstanding strategy of pulling 
Beijing more deeply into the global rules-based system. 

Similarly, the two major regional trade negotiations 
being pursued by the Obama administration today, 
the Trans-Pacific Partnership (TPP) and Transatlantic 
Trade and Investment Partnership (TTIP), are aimed at 
both sides of the economic statecraft coin. In addition 
to being a supercharged form of commercial diplomacy 
designed to promote U.S. trade, growth, and jobs, these 
negotiations are also strategic tools aimed at shaping 
the rules of the international system and strengthening 
U.S. ties with critical Asian and European partners.

But too often the initiative in these cases is taken by 
the White House and not by the agency that should 
be doing strategic economic statecraft as a matter of 
course: the Department of State. To be sure, it was the 
State Department’s Economics Bureau, under giants 
such as Will Clayton and Paul Nitze, that did most of 
the heavy lifting in designing and implementing the 
Marshall Plan. But the “E” line today suffers from a 
cultural mindset at the department that puts the highest 
value on political relations and traditional diplomacy. 
Regional bureaus are first among equals in the State 
Department hierarchy, and few have economic slots at 
the critical deputy assistant secretary level—including, 
surprisingly, the bureau in charge of East Asia, where 
economics is at the heart of power dynamics.
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Simon Says…

“Womenomics” was a term coined by Kathy Matsui of 
Goldman Sachs to describe the potential of women’s 
empowerment in Japan, but it might just as well 
be applied to the world of international economic 
statecraft. Arguably the two most powerful positions in 
the field are held by women: International Monetary 
Fund managing director Christine Lagarde and 
incoming Federal Reserve chairman Janet Yellen. Less 
remarked upon is that the last three G-20 host countries 
have had female “Sherpas”: Lourdes Aranda of Mexico, 
Ksenia Yudaeva of Russia, and Heather Smith of 
Australia. 

To their credit, both Hillary Clinton and John Kerry 
have recognized that the State Department needs to “up 
its game” in economics. Clinton’s economic statecraft 
initiative made some useful structural fixes to the E line, 
shifted resources to commercial diplomacy, and began 
to change incentives and mindset at the agency. For his 
part, Kerry has said publicly that “foreign policy today 
is economic policy,” and he is reportedly preparing to 
launch his own economic initiative soon. 

There is certainly more to be done at the State 
Department to restore its preeminence in economic 
statecraft. But ultimately this is a challenge for the 
entire U.S. government: economics is too important a 
part of foreign policy in the early twenty-first century 
to be viewed in merely transactional terms; it should be 
seen—and used—as part of the broader strategic arsenal. 
The CSIS Simon Chair plans to put a special focus on this 
topic in 2014 and hopes to come up with some practical 
recommendations for U.S. policymakers. ■

A similar trend can be seen in U.S. economic statecraft, 
where both the G-20 Sherpa and the incoming G-8 
“sous Sherpa”—Caroline Atkinson and Cathy Novelli, 
respectively—are women. Indeed, John Kerry is 
on track to have women in a majority of the State 
Department’s undersecretary slots. 

Lest we get carried away, however, a glance at the 
family photo from Australia’s first Sherpa meeting 
last month confirms that there is still some way to 
go toward gender parity in international economic 
statecraft: only 7 of the 29 officials pictured are 
women. Don’t even bother looking at the family photo 
of G-20 finance ministers and central bankers… ■

https://www.g20.org/news/photo_gallery/g20_sherpa_meeting_sydney

