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Abstract

Introduction: It is particularly important to examine the factors affecting
investment, economic growth, and agricultural production, especially in the
context of sanctions, exchange rate fluctuations, and trade liberalization.
These factors can have profound effects on a country’s economic
development.

Materials and Methods: This study attempted to investigate the effect of
various factors, including inflation, sanctions, oil revenues, trade
liberalization, and currency fluctuations, on economic growth (GDP
growth), agricultural production value, and investment in Iran using a
ARDL model. In this context, first, the stationarity of the variables was
examined. After examining the existence of a long-term relationship
between the variables under study, the short-term and long-term effects of
each variable on the dependent variables in three models in Iran during the
period 1990-2020 were identified.

Findings: The results showed that economic sanctions had a significant and
negative impact on Iran's economic growth. Also, trade liberalization may
have negative effects on economic growth in the short term, but in the long
term, this policy can act as a positive factor in boosting economic growth.
On the other hand, exchange rate fluctuations, as a destabilizing factor, have
had a negative impact on economic growth. These findings indicate that
proper management of macroeconomic variables can help reduce the
negative effects of sanctions. Also, the dummy variable of sanctions in the
short term has a negative effect (coefficient -0.04) on the growth of
agricultural production, which indicates the vulnerability of the agricultural
sector to trade restrictions.

Conclusion: In light of the current challenges, strengthening economic
resilience and diversifying revenue sources is vital for the Iranian economy
to withstand external shocks and achieve sustainable growth.
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Extended Abstract

Introduction

Nowadays interconnected global economy,
examining the factors that influence investment,
economic growth, and agricultural production has
become increasingly  significant.  Particular
conditions such as economic sanctions, exchange
rate fluctuations, and trade liberalization play a
critical role in shaping national development
patterns. Economic sanctions, as a political-
economic instrument, often restrict access to global
markets, reduce import and export flows, and limit
foreign investment. These constraints can hinder
economic growth by decreasing investment in key
sectors, increasing unemployment, and reducing
overall welfare. Exchange rate volatility, another
major challenge in open economies, can have wide-
ranging effects on investment decisions, production
costs, domestic prices, and consequently, the
competitiveness of various economic sectors. In
environments marked by persistent currency
instability, uncertainty in financial and goods
markets increases, potentially discouraging both
domestic and foreign investors from engaging in
long-term activities. Furthermore, trade
liberalization, often introduced as a strategy for
integration into the global economy and attraction of
foreign capital, has dual implications: while it
creates opportunities for growth and efficiency, it
may also expose vulnerable domestic sectors, such
as agriculture, to heightened competition. Therefore,
understanding these interactions and designing
policies tailored to domestic conditions becomes
essential.

Given the prolonged exposure of Iran's economy to
various forms of international sanctions, it is crucial
to systematically examine how these restrictive
measures have influenced key economic sectors,
particularly investment flows, overall economic
growth, and agricultural production. Understanding
the extent and mechanisms of these impacts not only
helps in assessing the resilience and adaptability of
the Iranian economy, but also provides valuable
insights for policymakers in designing effective
strategies to mitigate negative consequences and
promote sustainable development under similar
external pressures. The purpose of this study is to
investigate the impact of sanctions on investment,
economic growth, and agricultural production in
Iran, with a particular focus on understanding the
underlying mechanisms and long-term
consequences within the country's unique economic
context.

Materials and Methods

This study aimed to examine the impact of key
macroeconomic  factors, including inflation,
economic  sanctions, oil  revenues, trade
liberalization, and exchange rate fluctuations, on
economic growth (GDP growth), agricultural
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production value, and investment levels in Iran. The
analysis was conducted using an Autoregressive
Distributed Lag (ARDL) modeling approach with
extended lags. Within this framework, three distinct
models were developed to capture the complex
interrelationships  between  independent and
dependent variables. Initially, the stationarity of all
variables was tested using unit root tests.
Subsequently, the existence of a long-term
cointegrating relationship among the variables was
assessed through the ARDL bounds testing
approach. Finally, both short-term and long-term
coefficients were estimated to identify the
magnitude and direction of each explanatory
variable’s influence. This methodological approach
not only enhances understanding of the dynamic
economic behavior in Iran but also provides
valuable insights for policymakers aiming to design
resilient and sustainable development strategies
under challenging external conditions.

Findings

Based on the findings, the variables of economic
growth, trade liberalization, exchange rate volatility,
investment, inflation, agricultural output value, and
agricultural credits are stationary at level. However,
the labor force, oil revenues, energy consumption,
and gross domestic product (GDP) variables were
not stationary at level and became stationary after
first differencing (1(1)). These results suggest that
the ARDL model is an appropriate method for
analyzing the relationships between the variables,
due to its ability to handle data with different levels
of integration.

The estimated coefficients of the model variables
influencing economic growth indicate that most
parameters are statistically significant at
conventional confidence levels. In the long run,
inflation, investment, and trade liberalization exhibit
positive effects on economic growth. Conversely,
oil revenues, economic sanctions, and exchange rate
volatility exert negative impacts on economic
growth. The dummy variable of sanctions in the
short term has a negative effect (coefficient -0.04)
on the growth of agricultural production, which
indicates the vulnerability of the agricultural sector
to trade restrictions. Sanctions reduce access to
international markets, increase the costs of
importing essential inputs such as oilseeds,
fertilizers, and agricultural machinery, and limit
access to advanced technologies, all of which
directly affect the productive capacity of the
agricultural sector. The results show that inflation
can have a positive effect on economic growth in the
long run, but this effect must be accompanied by
careful management to prevent uncertainty and a
decrease in investment. Finally, increasing
investment has also been identified as one of the key



The impact of sanctions on investment, economic growth, and agricultural production in Iran

factors of economic growth, which can help improve
production capacity and productivity in the long run.
In the model related to the factors affecting the value
of agricultural products, it was shown that the
variables of cultivated area, energy consumption and
credits allocated to this sector had a positive effect
on the dependent variable. Finally, among the
variables affecting investment in Iran, the role of
sanctions and negative exchange rate variables and
positive gross domestic product and trade
liberalization were identified.

Discussion and Conclusion

This research indicates that economic sanctions
represent a structural barrier to Iran's economic
growth. However, by implementing appropriate
policies such as trade liberalization, managing
exchange rate fluctuations, and fostering
investment, the adverse effects of these sanctions
can be mitigated to some extent. These insights can
assist economic policymakers in crafting effective
strategies to stimulate growth amid sanctions and
can serve as a foundation for further research in this
field. In light of the current challenges,
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strengthening economic resilience and diversifying
revenue sources is vital for the Iranian economy to
withstand external shocks and achieve sustainable
growth.
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