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Abstract

Economic resilience is defined as the policy ability of an economy to withstand
shocks and recover from the effects of shocks. This article examines the
relationship between economic resilience and the performance of economic
sanctions in the Iranian economy during the period 1979-2023 using a logit-
probit approach. The results of the model estimation show that economic
resilience has a negative and significant effect on the performance of financial
sanctions, such that economic resilience increases the country's ability to
withstand the negative effects of sanctions and ultimately increases the
likelihood of sanctions failure. A positive relationship between natural resource
abundance and the success of sanctions is also confirmed, which is consistent
with the resource curse hypothesis in resource-rich countries. Also, increased
democracy, GDP, and financial development all contribute to reducing the
likelihood of sanctions success. These three factors act as a buffer against the
economic pressures caused by sanctions.
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Extended abstract

1.Introduction

Economic resilience is an important goal for economic policymakers. By
taking appropriate measures, countries can make their economies more
resilient to economic shocks and enjoy more sustainable economic
growth. A system that is more resilient to shocks and quickly returns to
its pre-shock steady state is more resilient than a system that overreacts to
shocks and takes longer to return to its steady state. If economic
resilience is not properly addressed, external pressures and shocks can
lead to the loss of a country's stability and even its collapse and collapse.
Sanctions and the poor living conditions of the people are also factors
that may lead to the collapse of a country. The performance of sanctions
(success or failure) directly depends on the economic resilience of the
country in question. Countries with high economic resilience are more
resistant to sanctions. These countries have strong financial reserves,
diversified economies, and strong governance structures. They also have
strong trade relations with other countries, which can help them
circumvent sanctions. For example, countries that are independent of oil
and other natural resources and have diversified and innovative industries
may perform best in the face of sanctions, and vice versa. In short, the
concept of economic resilience to sanctions is multifaceted. For Iran, a
resilient economy represents a strategic response to external pressures
and an acknowledgement of the need to engage more with global
markets. While some successes have been achieved in maintaining
production and adapting to new economic realities, significant challenges
remain that, if not effectively addressed, could undermine this resilience.
The balance between self-sufficiency and global integration will be
crucial for Iran’s future economic stability in the face of continued
sanctions.

2. Method

In econometric models, when the dependent variable is qualitative and
discrete or ordinal, it is necessary to use models appropriate for such data.
If ordinary regressions are used, the obtained coefficients will not only be
biased, but also have problems in terms of consistency. To estimate these
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models correctly, it is necessary to use methods such as logit and probit
models.

The coefficients in logit and probit models have a certain importance and
meaning, but interpreting these coefficients alone is not enough and to
better understand their impact, it is necessary to calculate the final effects.
The final effects in these models are not constant due to their nonlinearity
and change depending on the point at which they are calculated. To
analyze the effect of independent variables on the probability of the
dependent variable occurring or the choice of different options, the final
effect or final probability is calculated through logit and probit models.
These calculations allow for a more detailed examination of the effects of
variables on probabilities using specific relationships. In this way, a
better understanding of how each variable affects the model's predictions
can be achieved and the results obtained can be interpreted more
effectively.

3. Results and Discussion

In the context of economic sanctions, economic resilience plays an
important role in reducing the negative effects of these external shocks.
Resilient economies are able to better manage the pressures resulting
from sanctions and return to growth faster; therefore, given the
importance of this issue, it is investigated whether economic resilience
affects the performance of sanctions? Using the Logit-Probit model in the
period from 1979 to 2023, it has been investigated. According to the
results of the study, the coefficient of economic resilience is negative and
significant, and increasing economic resilience reduces the success of
sanctions. This means that the more resilient the Iranian economy is to
external shocks and pressures, the less effective the sanctions will be.

The abundance of natural resources has a positive and significant
relationship with the performance of sanctions. The abundance of natural
resources, especially in conditions of institutional weakness, is consistent
with the "resource curse" theory and increases the likelihood of the
success of sanctions. In other words, high dependence on natural
resources makes an economy more vulnerable to sanctions. Also,
increasing democracy, GDP, and financial development all help reduce



the likelihood of sanctions success. These three factors act as a buffer
against the economic pressures caused by sanctions.

4. Conclusion

The results of the model estimation show that economic resilience has a
negative and significant effect on the performance of economic sanctions,
such that economic resilience increases the country's ability to withstand
the negative effects of sanctions and ultimately reduces the likelihood of
being affected by sanctions. Also, the positive relationship between the
abundance of natural resources and the success of sanctions is confirmed,
which is consistent with the resource curse hypothesis in countries rich in
natural resources. Also, increasing democracy, gross domestic product,
and financial development all help reduce the probability of sanctions
success. These three factors act as a shield against economic pressures
caused by sanctions.
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