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Introduction

Economic sanctions are tools imposed by one country (or a group of countries) on another to achieve
the political objectives of the sanctioned states. Sanctions serve as an economic weapon in non-military
conflict, transforming diplomacy into dialogue. Today, Iran faces the issue of economic sanctions. These
sanctions have been applied against the Islamic Republic of Iran by various institutions and countries
since 1979, significantly affecting large portions of the Iranian economy and creating new conditions
within its economic structure. One area of impact of these sanctions is the flow of business cycles in
Iran. The issue of cyclical fluctuations in the macroeconomy is a significant and noteworthy topic within
the economic structure of countries, particularly regular and synchronized fluctuations that
simultaneously raise or lower the overall economic activity of a country. Various theories exist regarding
the causes of business cycles. Some scholars attribute the emergence of these cycles to domestic issues,
believing they inherently stem from internal problems. Others argue that the basis of business cycles
lies in external interventions imposed on an economy from outside.

Methodology

The objective of this paper is to examine the impact of U.S. economic sanctions on business cycle flows
in Iran. To quantify the effect of economic sanctions, an Economic Sanctions Index was calculated. To
develop this index, 20 experts and practitioners in the field of economic sanctions were consulted. Their
opinions were collected using fuzzy questionnaires. Then, using fuzzy logic in MATLAB, the Economic
Sanctions Index was calculated for the period 1979-2022. Subsequently, using the sanctions index, the
impact of economic sanctions on business cycle flows was analyzed using the autoregressive method
over the period 1979-2022 in EViews.

Results and Discussion

The results indicate that the sanctions imposed on the Islamic Republic of Iran in 2012 (1391 in the
Iranian calendar) had the most severe negative economic effects. Based on the values obtained for the
sanctions index, sanctions imposed in 2011 (1390) could also strongly affect Iran’s economy. This trend
indicates that over time, sanctions against Iran have produced increasingly severe consequences. Using
the autoregressive method, Iran’s demand side was examined under two scenarios: economic sanctions
present and economic sanctions absent. Results show that in Scenario 1, where the model accounts for
the presence of economic sanctions, an increase in inflation reduces GDP, while higher investment levels
increase GDP. Additionally, an increase in government expenditures leads to higher GDP. In Scenario
2, the effects of sanctions were removed from the economy. Using the Economic Sanctions Index, it
was assumed that Iran faced no sanctions. Under this condition, results indicated that for each 1%
reduction in sanction effects, GDP would grow by 1.93%. In other words, if sanctions did not exist in
Iran, recessions would be shorter, and expansions longer. The HP filter outputs for the research scenarios
showed that in Scenario 1, recession periods were shorter and the Iranian economy experienced longer
expansions. Conversely, results from Scenario 2, reflecting the actual impact of economic sanctions on
Iran, show that sanctions have increased the depth of recessions and prolonged recession periods in the
Islamic Republic of Iran. Based on these results, it is recommended that economic policymakers protect
the economy against domestic and external threats and fluctuations, increase production capacity, and
create conditions for shortening the duration of economic recessions in Iran.
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