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International trade has become a key driver of economic development,
yet in Iran, the influence of government policies on facilitating or
constraining trade has been highly debated. This study examines the
effects of state interventions—particularly exchange rate, tariff, and
institutional policies—on the performance of Iran’s foreign trade. Using
a qualitative approach based on content analysis of domestic and
international documents and studies, the research situates the analysis
within the political economy of trade and adaptation theory under
sanctions.Findings indicate that over the past four decades, Iran’s trade
policies have included both facilitative and restrictive measures.
Initiatives such as free trade zones, bilateral and regional monetary
agreements, and barter arrangements have helped maintain trade flows.
Simultaneously, exchange rate volatility, a multiple exchange rate
system, unbalanced tariffs, and heavy bureaucracy have undermined
formal trade and encouraged informal markets. Consequently, the net
effect of these policies has been instability and diminished confidence
among economic actors.The study highlights institutional weakness,
lack of policy coordination, and reactive governmental approaches as
the main structural barriers to sustainable trade development. To address
these challenges, the research recommends ensuring exchange rate
stability, coordinating industrial and trade policies, expanding regional
agreements, and improving institutional transparency. Implementing
these measures could transform Iran’s trade from a defensive, crisis-
driven model into a more competitive, resilient, and sustainable
framework, capable of supporting long-term economic growth and
integration into regional and global markets..
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Introduction

International trade has become a central driver of economic development and
structural transformation in the global economy. In Iran, however, the
trajectory of foreign trade over the past four decades has been deeply
intertwined with shifting state policies, external sanctions, and institutional
constraints. Government interventions have played a dual—and at times
contradictory—tole in shaping the country’s international trade performance.
On the one hand, policymakers have attempted to mitigate the impact of
sanctions through the establishment of free trade zones, regional agreements,
barter arrangements, and bilateral monetary pacts. On the other hand,
persistent exchange rate instability, a multiple exchange rate regime,
inconsistent tariff structures, and heavy bureaucratic procedures have
weakened formal trade channels and undermined policy effectiveness. This
study examines the role of state policies in facilitating or constraining Iran’s
international trade and argues that domestic policy instability, rather than
structural economic limitations alone, constitutes the primary obstacle to
sustainable trade development.

Methodology

The research adopts a qualitative case study approach focused on Iran’s
foreign trade policy over the past four decades. It relies on content analysis
of official documents, economic reports, academic studies, and policy
statements. By synthesizing domestic and international sources, the study
identifies patterns in state intervention through exchange rate, tariff, and
institutional policies. The methodological framework is grounded in political
economy analysis and adaptation theory under sanctions, enabling an
assessment of how state responses to external pressure interact with domestic
institutional capacity. Analytical triangulation is employed to ensure
coherence and interpretive validity.

Theoretical Framework

The study situates Iran’s trade policy within the political economy of
international trade, emphasizing three primary channels of state intervention:
exchange rate policy, tariff regulation, and institutional governance. From a
political economy perspective, trade outcomes reflect the interaction between
state interests, institutional capacity, and external constraints. Adaptation
theory wunder sanctions further explains how governments design
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compensatory mechanisms—such as preferential currency allocation, barter
trade, and regional monetary agreements—to maintain trade flows under
external pressure. However, the framework highlights that without
institutional coordination and policy stability, even facilitative interventions
may produce counterproductive outcomes. Thus, trade performance is
understood not merely as a function of external sanctions but as a reflection
of domestic policy coherence and governance quality.

Discussion

The findings indicate that Iranian trade policy has combined facilitative and
restrictive elements. Measures such as the creation of free trade zones,
expansion of trade with neighboring countries, and bilateral monetary
arrangements have partially sustained trade flows during periods of
intensified sanctions. Nevertheless, structural weaknesses have significantly
limited these gains. Exchange rate volatility and the implementation of
multiple exchange rates have generated rent-seeking behavior, administrative
corruption, and distorted incentives. For example, the allocation of
preferential foreign currency for essential imports, while intended to protect
consumers, contributed to currency arbitrage and weakened export
competitiveness. Similarly, policies such as “import in exchange for export”
schemes and barter arrangements were designed to stabilize trade under
financial restrictions. Yet, due to administrative complexity and insufficient
transparency, they fostered informal markets and reduced economic
accountability. The study finds that the most critical constraint on Iran’s
foreign trade is not the lack of natural resources or production capacity, but
policy unpredictability and weak institutional coordination. Inconsistent
exchange rate and tariff policies discourage long-term planning, push
economic actors toward short-term opportunistic strategies, and erode trust
between the private sector and the state. Over time, this dynamic has
weakened non-oil export competitiveness and reduced overall trade
resilience.

Conclusion

This study concludes that Iran’s international trade performance is shaped as
much by domestic policy instability as by external sanctions. While state
interventions have occasionally mitigated external shocks, their effectiveness
has been undermined by inconsistency, lack of transparency, and weak
institutional integration. Sustainable trade development requires structural



reforms centered on exchange rate unification, policy predictability,
coordinated industrial and trade strategies, institutional transparency, and
regional economic cooperation. Strengthening export infrastructure,
digitalizing trade procedures, reducing bureaucratic barriers, and enhancing
accountability mechanisms are essential steps toward rebuilding trust and
competitiveness. Ultimately, the future of Iran’s trade policy depends on
moving beyond reactive and crisis-driven decision-making toward a stable,
rule-based, and institutionally coherent framework. Only through sustained
policy stability and governance reform can Iran transition from a resilience-
oriented trade model to a competitive and sustainable integration into the
global economy.

Keywords: Government policies; International trade; Economic sanctions;
Exchange rate policy; Political economy of trade; Iran.
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