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Abstract

The economic and political tools to impose the demands of a country or other
words, to secure its interests by another country is the use of sanctions. In this
case, a large country with influence in the world of politics and economy will
be able to impose economic and political costs on a smaller country by
imposing restrictions on a smaller economy with less influence than itself.
Other critical economic actors accompany this situation, and the political
situation in the world takes on more severe dimensions with the big
embargoing country. This situation is imagined in the case of the sanctions
imposed on Iran's economy. The expansion of the global economy has made
the exchange and trade between countries inevitable, and every country
currently can completely isolate and cut off trade exchanges with other
countries. In the meantime, cutting trade relations and sanctioning countries
is one of the tools of the world powers to punish countries that are against the
policies of these countries. Economic sanctions were also joint in the distant
past and were always used to punish opponents.

Economic sanction is an economic punishment applied by a country or a group
of countries on another country or a group of other countries. Economic
sanctions include trade bans, tariff increases, trade barriers, import or export
quotas, and other punishments. The purpose of imposing sanctions is to create
hardship, or in other words, to create pain and failure, in such a way that the
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country that is the target of sanctions changes its behavior. The word "pain"
indicates both the goal of sanctions and its inherent limitations. Pain creates a
disorder that many people want to avoid. Still, this pain is manageable,
tolerable, and even adaptable in the long term, and it can even benefit the
receiver and feeler of the pain. What if these pains have been felt during the
last decade through channels such as avoiding trade with the target country
and applying sanctions restrictions? In terms of time, sanctions on Iran after
the Islamic Revolution can be divided as follows: the initial period of the
Islamic Revolution and hostage-taking (1979-1981); the period of Irag's
imposed war against Iran (1981-1988); Reconstruction period (1989-1992);
Clinton era, bilateral restraint (1993-2001); After September 11, 2001, and
after the resolutions of the Security Council. Of course, due to the
intensification of the sanctions in 20086, it is possible to add to the previous
cases until the acceptance of the JCPOA. In terms of the type of sanctions, the
sanctions can be divided into seven parts: 1. Seizure of property and assets of
Iranian individuals and organizations abroad; 2. Trade embargo (exports and
imports) and investment; 3. Sanctioning knowledge and technology; 4. Qil
embargo; 5. Financial sanctions against commercial banks and the central
bank; 6. Sanctioning interaction and trade with Iranian individuals, bodies,
and organizations (property, business, visa, transportation, etc.); 7. Sanctions
of the European Union and international organizations.

The general equilibrium model was used in the current study, a computable
general equilibrium (CGE) model, a system of mathematical equations that
explains the economy as a whole and the interactions between its components.
The term "calculable™ in CGE models defines the capacity of this type of
model to quantify the effects of a shock on the economy. Also, the term
"general” means that the model simultaneously includes all economic
activities and the links between them. The members of a calculable general
equilibrium model include endogenous and exogenous variables, exogenous
parameters, union and behavioral equations, and model parameters.
Examining the effects of the export embargo also shows that in the first
scenario, if the price of each export unit decreases by 20% due to the embargo,
the gross domestic product of all economic sectors, the average producer price
index, and the income from exports will be 2.05 respectively. , decreased by
2.03 and 15.31 percent, and in the second scenario, in case of a 50 percent
decrease in the export price, the gross domestic product of all economic
sectors, the average producer price index, and the income from exports will
decrease by 4.55, 4.5, and 34.48 percent, respectively finds.
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Examining the effects of the export embargo in the form of a sector also shows
that the sectors of "mining””” “manufacturing ofl themical materials and
chemical products, manufacturing of coke, products from oil and nuclear fuel
refining”” "service activities related to providing space and Food™”
"transportation and warehousing,” "entertainment, cultural, recreational and
sports activities" and "wholesale, retail, repair of vehicles and goods™ will bear
the most remarkable effects, respectively. In this study, the effect of trade
sanctions on Iran's economy has been investigated. The data of the variables
were taken from the central bank using the data-output table of 2015. To
analyze the data, the general equilibrium method and GAMS software have
been used as two scenarios. The findings show that the import embargo has
more severe economic effects than the export embargo on Iran's economy, and
in the first and second scenarios, respectively, 6.72 /. and 9.87/. It causes a
decrease in economic growth, and the general price level of the production
side in the first and second scenarios is 23.6/. and 29.46/. Decreasing the
export embargo during the first and second scenarios will reduce the economic
growth by 2.05/. and 4.55/. And the general price level is also 2.03/. and 4.5/.
Decrease that the decrease in the general price level in export sanctions
follows the theoretical analysis that is with Iran's countermeasure against trade
sanctions by diversifying the production and export of goods and services,
especially in cases that have more advantages act as a buffer against sanctions.
In this regard, the government should provide the necessary support to
industries with a relative and competitive advantage through structural and
institutional reforms and improvement of the business environment. It is also
necessary to direct bank facilities in sectors with a relative advantage;
Therefore, it is necessary to place the state banks' facility granting system
instead of commercial activities or mediation in the path of supporting
productions with a comparative advantage, especially knowledge-based
productions. The positive effect of the real exchange rate on non-oil exports
shows the necessity of adopting appropriate foreign exchange policies and
controlling inflation, and avoiding extreme currency fluctuations by the
authorities to encourage non-oil exports. Another control variable is the
growth of GDP, which is effective in the growth of exports in addition to other
positive effects.

Keywords: Computable General Equilibrium, Sanctions, Armington
Assumption, Economic Growth, Inflation
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