Analysis and Evaluation of Iran’s Macroeconomic Policies in Response to Western Economic
Sanctions from 2005 to 2013 in Light of Economic Realism Theory

Abstract

tFrom 2005 to 2013, Iran’s economy came under intense pressure from broad international
sanctions led by the United States. These sanctions targeted key sectors such as oil, banking, and
foreign trade, leading to currency fluctuations, soaring inflation, and a decline in economic growth.
However, a significant portion of the economic problems during this period stemmed from
structural weaknesses and domestic inefficiencies, including dependence on oil, systemic
corruption, and lack of institutional cohesion. The main research question is: “What were the
macroeconomic strategies of the Islamic Republic of Iran in countering Western economic
sanctions between 2005 and 2013, and what structural and institutional barriers did they face?”
The research hypothesis is that policies such as the “resistance economy,” self-sufficiency, and
expanding relations with non-Western partners were able to partially meet the country’s needs;
however, due to weak institutional infrastructure, lack of transparency, and conflicts of interest,
the achievement of overarching economic goals faced significant setbacks. The literature review
shows that most previous studies have examined sanctions primarily as an external factor in the
economic crisis, paying little attention to the link between domestic structural challenges and
policy failures. The competing theory argues that the economic failures of this period were solely
the result of external sanctions pressure, downplaying or ignoring the role of internal institutional
and managerial factors. Drawing on the framework of economic realism—which emphasizes the
connection between power, the economy, and institutional structures—this study analyzes Iran’s
macroeconomic policies during this period and concludes that institutional reform, strengthening
economic independence, and reducing centralization are prerequisites for resilience against
sanctions. The findings indicate that policies such as the resistance economy, self-sufficiency,
fiscal contraction, and limited engagement with non-Western partners were, in some cases,
relatively successful in meeting certain national needs. Nevertheless, due to the absence of efficient
institutional infrastructure, conflicts of interest, lack of transparency, and weak cohesion in
economic governance, the achievement of macroeconomic goals was ultimately unsuccessful.

The research uses a descriptive—analytical method, relying on secondary data analysis, official
documents, reports from domestic and international economic institutions, and a review of policy-
making trends during the specified years. In conclusion, the study emphasizes the need for
institutional reform, strengthening the independence of economic institutions, systematically
combating corruption, and reducing centralization in macroeconomic management as key
prerequisites for building resilience against sanctions.

Keywords: Iran’s economy, international sanctions, macroeconomic policies, resistance economy,
external pressure, economic management.
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