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Abstract:

Following the economic sanctions that have been
imposed on Iran in the years after the Islamic
Revolution, always economists were facing this
question that; what is the effect of economic sanctions
on different economic variables and how much is it?
This study aims to analyze the effect of economic
sanctions as dummy variable on economic growth in
Iran, using Indexing and weighting (determining the
importance) of various sanctions that historically
imposed on Iran. For this purpose, using time series data
and Auto Regressive Distributed Lag (ARDL) model,
we analyze the effect of economic sanctions on
economic growth from 1978 to 2013. Short-run
estimation results show that in the short term weak
sanctions had not significant effect on economic growth,
but moderate and strong sanctions respectively with
coefficients 0.0098 and 0.43, has had a negative effect
on economic growth. Long-run estimation results show
that in long term weak and strong sanctions had not
significant impact on economic growth, but moderate
sanctions with coefficient 0.024 has had a negative
impact on economic growth. Finally error correction
coefficient in model is - 0.407.

Keywords: Economic Sanctions, Direct Foreign
Investment, Inflation, Auto Regressive Distributed Lag
(ARDL) Model, Economic Growth, Iran.
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ARDL(2,2,2,1,2,1) selected based on SBC.
Dependent variable is LnY,35 observations used for
estimation from 1357 to 1392

Regressor Coefficient Stgrrl;doarrd T-Ratio[Prob]
LNY(-2) 1.1421 .61906 1.8448[.086]
LNK(-1) 20.9112 8.7691 2.3847[.032]
LNL(-1) 14.4635 3.7155 3.8928[.002]
LNFDI 077507 .038465 2.0150[.064]
LNTR(-2) -.88572 26611 -3.3283[.005]
LNINF(-1) -.26760 13298 2.0124[.064]
T .087907 .048079 1.8284[.089]
DIW -.34893 .31081 -1.1226[.280]
DW 025651 44966 .057045[.955]
DM -.0098105 19427 -1.0549[.090]
DS -42152 21079 1.9997[.065]

R-Squared =0.97466 SBC =-10.2471

Serial Correlation*CHSQ (1) = 9.3552[.002]
Ramsey's RESET test* CHSQ (1) = 26.0533[.000]

Lagrange Multiplier Statistic CHSQ (2) = 12.9668[.002]
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Variable Test critical ADF te;st #Prob | 1(0.12)
values statistic
LY Yara FAATY + 4444 (1)
LK YA Y444y +.4444 (1)
LL Yar Y401 L4444 1(0)
LFDI CTLA Yoot ©AAYY 1(0)
LTR 1 AEAT YA SCALY 1(0)
LINF YA Y.£44v +AVEYN 1(0)
Null Hypothesis: LY, LK, LL, FDI, LTR, LINF has unit root,
Exogenous: Constant, Lag Length: 0 (Automatic based on SIC,
MAXLAG=9), *MacKinnon (1996) one-sided p-values, 5% Level.
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Long Run Coefficients , ARDL (2,2,2,1,2,1) based on SBC.
Dependent variable is LnY,35 observations used for
estimation from 1357 to 1392
Regressor Coefficient Standard Error T-Ratio[Prob]
LNK 2.0727 1.3338 1.5539[.014]
LNL 9.6416 94223 -1.0233[.032]
LNFDI 46245 41807 1.1062[.028]
LNTR -1.8700 1.3994 -1.3363[.203]
LNINF 1.1758 1.1172 1.0524[.310]
T 21598 18346 1.1772[.259]
DIW -.85728 1.2329 -.69531[.498]
DW .063020 1.0651 .059167[.954]
DM -.024103 47625 -.1.5061[.096]
DS 1.0356 92246 1.1227[.820]

sivs slaasl dsle
ECM) s moess dslas pass ulis :(0) gt

dLnY = aoly i)

Regressor Coefficient St]?rli) ird T-Ratio[Prob]
dLNY1 -1.1421 .61906 -1.8448[.081]
dLNK -.52262 4.1002 -.12746[.090]
dLNKI1 19.5450 5.1418 3.8012[.001]
dLNL -8.8655 2.3538 -3.7664[.001]
dLNL1 9.5224 2.8854 3.3002[.004]
dLNFDI 077507 .038465 2.0150[.058]
dLNTR .050143 33785 .14842[.884]
dLNTRI1 .88572 26611 3.3283[.004]
dLNINF 21097 14968 1.4095[.175]
dT .087907 .048079 1.8284[.083]
dDIW -.34893 31081 -1.1226[.276]
dDW .025651 44966 .057045[.955]
dDM -.0098105 19427 -.050498[.096]
dDS 42152 21079 1.9997[.060]
ecm(-1) -.40702 36974 -1.1008[.285]

ECM=LNY-12.2526*LNK-3.1065*LNL -.038446*LNFDI
+.28447T*LNTR+.015358 *LNINF+165.8590*%C+.46993*T +
.36568*DIW + 46711*DW -.24168*DM + .34283*DS
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