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Abstract

In the current era, due to the progress of transportation and the increase of
communication between countries, the economy and trade of countries are
intertwined. As a result of this tension, an absolute dependence has been
created between countries and societies, which is the peak of dependence on
the mutual economic needs between countries, and the mutual economic
need has shown the vital importance of foreign trade as the main lever of
economic growth and development of countries. Foreign trade constitutes a
major part of every country's economy, and it is considered important to
obtain products at the lowest possible cost to achieve countries’ welfare
goals. These sanctions with political and economic goals have affected
various sectors, including foreign trade. Considering the eventful relations
between Iran and the United States and the continuation and increase of
sanctions, the United States has been able to gain the support of some of its
allies in recent years to deal with Iran at the same time as imposing unilateral
sanctions against Iran. This issue has caused the sanctions against Iran to
increase and intensify over time. As a result of these sanctions, several of
Iran's business partners have reduced their trade with this country. On the
other hand, to make these sanctions less effective, Iran has increased its trade
with other trading partners to provide the flow of its needed goods. In the
current study, the effect of economic sanctions on Iran's trade and its
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business partners during the years (2001-2020) was investigated. This
research is an analytical-descriptive library study from the instrumental point
of view, and it is applied from the objective point of view. The statistical
population of the research is 88 trading partner countries of Iran that had
trade relations with Iran in the period (2001-2020). The Iranian customs and
the World Bank obtained most of the required data and information. Then
the data were processed by the EViews 10 program using the econometric
estimation of the generalized least squares method (EGLS). In this article,
the adjusted gravity model is used, and it was used in the estimation of trade
between countries. The model is estimated in three stages. First, the effect of
economic sanctions on the trade of Iran and its 88 trading partners during the
years (2001-2020) has been estimated. In the second step, the studied
countries are divided into two groups based on the decrease or increase in
their trade with Iran. Forty-nine countries whose trade with Iran increased
during the implementation of the sanctions are in the first group. Thirty-nine
countries whose trade with Iran decreased during the implementation of
sanctions are placed in the second group. Then, the impact of sanctions on
each group has been estimated. In the third step, the impact of sanctions on
Iran's exports and imports has also been estimated. Because the non-
significance of the variables causes the problem of false regression, it is
necessary to test the significance of the variables used in the estimation
model. The significance test of the variables shows that all the variables are
at the significance level. The F-Limer test is used to distinguish panel data
from pooled data. The results of the F-Limer test indicate the confirmation of
the combined data against the consolidated data. Then, the Hausman test is
used to determine the type of panel data with two fixed and random effects
modes. The results show the confirmation of fixed effects against random
effects; Therefore, the model of this research should be estimated as fixed
effects. To estimate the models, first, the effect of sanctions on Iran's foreign
trade was estimated. This estimate showed that only extensive sanctions had
reduced Iran's trade, weak sanctions have not been effective, and Iran's trade
has grown in the shadow of weak sanctions. Variables of gross production,
population, and common border positively affect the trade between Iran and
its trading partners. Variables and variables of exchange rate and distance
have a negative effect on the trade between Iran and its trading partners. In
the second stage, Iran's business partners were looking at the upward trend
(first group) or downward trend (second group), their trade with this country
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was divided into two categories, and the effect of sanctions on Iran's trade
and each of the groups was estimated separately. The results of this
estimation stage showed that although extensive sanctions have increased
Iran's trade with the countries of the first group and decreased the trade of
Iran with the countries of the second group, this country has not been able to
fully compensate for the decrease in trade caused by strong sanctions by
increasing trade with the countries of the group. Weak sanctions did not
affect the trade between Iran and both groups of countries. In general, it can
be concluded that only strong sanctions have caused a decrease in the trade
between Iran and the countries of the second group. In the third stage, the
effect of sanctions on the two main components of foreign trade, i.e., exports
and imports, was estimated. The results of this estimate showed that only
strong sanctions had caused a decrease in Iran's exports and imports. Weak
sanctions have not affected Iran's exports and imports. Most countries
regulate their economic and commercial relations based on political
relations. Based on this, when the countries opposing Iran want to put
pressure on this country in the field of the international economy, they
quickly reduce their trade relations. This research showed that the countries
of the second group rapidly reduced their trade with Iran during severe
sanctions. In such a situation, it is necessary for Iran to expand its trade with
neighboring and aligned countries (most of which include countries of the
second group) and to avoid dependence on Avoid embargoing countries and
its allies. Establishing business interactions with neighboring countries can
provide the basis for strengthening foreign trade.

Usually, with a decrease in the value of the common currency of a country
(if it does not cause inflation and a reduction of people's purchasing power),
exports tend to increase, and imports tend to decrease. But this research
showed that the increase in the exchange rate (decrease in the national
currency of Iran) in terms of export and import causes a reduction in foreign
trade, so the value of the national currency is maintained. This research
showed that the joint border positively and significantly affects foreign
exchange. Also, the short distance increases foreign trade; Therefore,
increasing trade with neighboring countries and the region should be
prioritized.

Keywords: Economic Sanctions, Foreign Trade, Generalized Least Squares,
Iran
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