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Abstract

Iran-Iraq relations have long been complex and important due to their deep
historical, cultural, religious, and geopolitical commonalities. After the fall of
Saddam Hussein in 2003, these relations entered a new phase and the Islamic
Republic of Iran emerged as a key player in Iraq's political developments. Iran's
foreign policy towards Iraq, as one of its strategic and important neighbors, is
influenced by several factors, including historical, religious, security, and
economic. These policies are formulated and implemented with the aim of
maintaining and expanding Iran's influence in the region and ensuring the
country's national security and economic interests. Most of the existing literature
on Iran's foreign policy towards the Middle East focuses mainly on
military/strategic issues. They neglect the role of material interests in advancing
Tehran's foreign policy. The aim of this research is to examine and resolve the
issue of the relationship between identity and material interests in the foreign
policy of the Islamic Republic of Iran towards Iraq, especially after the Arab
Spring and the spread of ISIS. This study examines the complex relationship
between identity and material interests that mutually reinforce each other to
understand the multifaceted factors that shape the foreign policy of the Islamic
Republic of Iran towards the region. The present article seeks to answer the
question of what impact identity and interests have had on Iran’s foreign policy
towards Iraq? The main hypothesis of the article is that cultural and identity
proximity helps the Islamic Republic to diversify its economy by exporting its
non-oil goods to Iraq, where it enjoys soft and hard power but has a limited sphere
of economic influence.
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Extended Abstract

1. Introduction
The fall of Saddam Hussein in 2003 marked a transformative moment in Iran—Iraq

relations. With the collapse of a long-time adversary, Iran shifted from confrontation to
strategic engagement, seeking to expand its political, economic, and cultural influence in
Iraq. This transition occurred in a broader regional context defined by U.S. intervention,
the rise of non-state armed groups, and sectarian tensions. Iran, leveraging shared Shi'a
religious identity, historical ties, and geographical proximity, began to project power into
Iraq through both state and non-state channels. While scholarly analyses have primarily
emphasized ideological and military dimensions of Iran's regional behavior, the
economic underpinnings of its foreign policy have received comparatively little
attention.

2. Theoretical framework
This research adopts a critical constructivist approach to examine how identity and

material interests shape foreign policy in a mutually constitutive manner. In contrast to
realist or liberal paradigms that view interests as pre-given, critical constructivism
emphasizes the social construction of interests through identity. This framework allows
the study to explain Iran’s dual motivations in Irag—on one hand promoting cultural
affinity and religious solidarity, and on the other hand seeking economic opportunities,
especially after the imposition of international sanctions that limited Iran’s global
economic engagement. Identity and interest are thus treated as interwoven processes
shaping behavior over time.

3. Methodology

The study uses process-tracing as its core qualitative method. Data are derived from
official trade statistics, customs reports, budget documents, field interviews (where
available), and a comprehensive literature review of Persian and English sources. This
methodology facilitates the identification of causal mechanisms between Iran’s identity
projection and its economic strategies in Iraq. By mapping the sequencing of key
events—from the U.S. invasion and fall of Ba'athist Iraq to the rise of ISIS and Iran's
military and economic responses—the study highlights the evolution of Iran’s policy
behavior across different phases.

4. Discussion

Iran’s foreign policy toward Iraq demonstrates a hybrid strategy wherein cultural identity
and geopolitical calculations coexist. The presence of shared Shi'a heritage allowed Iran
to penetrate Iraq’s political institutions and influence civil society through religious
networks. Simultaneously, Iran began to exploit economic opportunities, exporting
electricity, gas, and non-oil goods, and investing in post-conflict reconstruction. Trade
data from the Iranian Customs Office show a consistent increase in exports to Iraq,
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peaking at over $6 billion in the early 2010s. Despite Iraq's internal instability and
dependency on oil revenues, Iran maintained a dominant position in certain sectors due
to its low-cost transportation, cultural familiarity, and sustained political engagement.
However, challenges emerged as Iraq's national identity became more assertive and
nationalist currents questioned Tehran's influence. Furthermore, Iran's economic role was
undermined by inconsistent policy coordination, U.S. financial restrictions, and
competition from Turkey and China.

The research also considers Iran’s use of proxy actors to safeguard its interests. These

include paramilitary networks under the Popular Mobilization Forces (PMF), which,
while initially effective against ISIS, also served to anchor Iran’s strategic depth in Iraq.
Yet, this security-military influence has not seamlessly translated into economic
dominance. Iraqi policy discourse increasingly emphasizes economic sovereignty and
diversification, presenting both a constraint and an opportunity for Iran’s foreign policy
recalibration.

5. Conclusion and Suggestions
Iran’s foreign policy toward Iraq is best understood through the lens of dynamic

interaction between identity and interest. Cultural affinity has paved the way for initial
influence, but sustaining and expanding economic ties requires institutional trust,
transparency, and alignment with Iraq’s developmental priorities. The Islamic Republic
must shift from a dominance-based model to one rooted in reciprocal cooperation,
especially in infrastructure, agriculture, energy, and trade regulation.
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