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Abstract

In recent years, the impact of sanctions on Iran’s economy has been a subject of discussion and
analysis among researchers and policymakers. However, despite this attention, there remain
numerous ambiguities and contradictions regarding the effects of sanctions on the economic
situation. Simply put, these contradictions in empirical studies can be summarized in three main
reasons: the type of economic variable selected by the researcher, neglecting the changing impact
of sanctions over time, and differences in the models used in the study. Therefore, in the final
assessment of the impact of sanctions on countries’ economic conditions, attention must be paid
to the dynamic effects of sanctions, the selection of appropriate variables for estimation (to
evaluate the overall outcome of the impact), and also the suitable model for estimating the effects.
Accordingly, this study aims to examine the impact of sanctions on per capita income using the
relatively new Synthetic Control Method, which is specifically designed for quantifying the
effects of policies or economic and social interventions, dynamically over the period from 1990
to 2020. Based on simulation results using the synthetic control model, sanctions have had a
negative impact on Iran’s per capita output in all years after 2012, and on average caused a 16
percent decrease, equivalent to $850 reduction in annual per capita income. Furthermore, the
placebo test results (which assess the confidence in the findings) indicate that there is a 90 percent
probability that the results are reliable until 2019; however, the results for the last three years of
the study period are less reliable.
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