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The Islamic Republic of Iran has been subject to a campaign of foreign economic pressure 
for years in response to human rights abuses and its pursuit of illicit nuclear activities. With 

tensions accelerating in 2011, sanctions were imposed by the European Union, United Nations 
Security Council, and the United States. The Joint Comprehensive Plan of Action (JCPOA) – 
the “Iran Deal” signed by the P5+1 (China, France, Germany, Russia and the United Kingdom 
and the United States) in July 2015 – was a turning point, promising sanctions relief for Iran in 
return for concessions designed to halt Iran’s development of nuclear weapons. After the Trump 
administration withdrew from the JCPOA in May 2018, the United States imposed sanctions 
through an unprecedented “maximum pressure” campaign. 

In this article, I present a detailed case study of the impact of global economic sanctions 
on both the Iranian and European automotive industries. After considering the United States’ 
sanctions on Iran and then detailing actions by the United Nations’ Security Council and 
European Union towards Iran, this analysis focuses on the potent secondary effects on large 
European automotive manufacturers who have been coerced into scaling back their presence 
in a fast-growing automotive market, heightening tensions between the United States and the 
European triumvirate of France, Germany and Italy.

US Sanction Policy on Iran
In 2010, prior to the Trump administration, the Comprehensive Iran Sanctions, 

Accountability, and Divestment Act (CISADA) expanded the scope of energy-related sanctions 
from the 1996 Iran Sanctions Act, defining sanctionable activities to include investments that 
“directly enhance Iran’s ability to develop its petroleum resources” with a total value of over 
$20 million, the sale or lease of goods or services that could help maintain or expand Iranian 
domestic refined petroleum products with a fair value of over $1 million, the sale of refined 
petroleum products with the fair market value of over $1 million or the provision of insurance, 
reinsurance, financing, brokering, ships or shipping services with values over $1 million.1 All 
nine explicitly enumerated possible sanction provisions have been applied to various parties 
through CISADA.2 The CISADA also included measures addressing human rights, obliging the 
president to report a list of heinous human rights’ abusers to Congress for visa bans. 

1 “Fact Sheet: Comprehensive Iran Sanctions, Accountability, and Divestment Act (CISADA),” Department of State, last modified 
May 23, 2011, https://2009-2017.state.gov/e/eb/esc/iransanctions/docs/160710.htm. 
2 Ibid. Enumerated sanctions impact: (1) export assistance from the US Export-Import Bank; (2) export licenses for US military, 
“dual use,” or nuclear-related goods or technology; (3) private US bank loans exceeding $10 million in any 12-month period; (4) If 
the sanctioned person is a financial institution, designation as a primary dealer in US government debt instruments or service as a 
repository of US government funds; (5) US government procurement contracts; (6) US imports from the sanctioned person; and (7) 
foreign exchange transactions, (8) financial transactions, and (9) property transactions subject to US jurisdiction.
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In 2012, the National Defense Authorization Act (NDAA) set the framework for the 
legality of future sanctions pertaining to specified resources. Section 1245(d) requires the clear 
indication of sufficient foreign supply of comparable resources.3 To adhere to the framework 
of the 2012 NDAA, the president must “sanction private foreign financial institutions that are 
found to knowingly conduct or facilitate significant non-petroleum transactions” with a “US-
designated Iranian financial institution.”4 

On August 6, 2018, President Trump signed Executive Order (EO) 13846, reimposing 
certain sanctions on Iran that had been removed while the US was a party to the JCPOA. 
President Trump said the sanctions would “advance the goal of applying financial pressure on 
the Iranian regime” in the effort to pursue “a comprehensive and lasting solution to the full 
range of the threats imposed by the Iranian government.”5 The first of EO 13846’s two sections 
enabled sanctions for entities that support the Iranian government’s purchase of US bank notes 
and precious metals, Iranian shipping, energy, port building and shipbuilding sectors. Foreign 
financial entities aiding these efforts would also be subject to sanctions. The second section 
of EO 13846 concerns the automotive and energy sectors, outlining restrictions on the sale of 
petroleum, petroleum products and petrochemical products. Citing Section 1245(d) of the 2012 
NDAA, sanctions could be imposed on entities who materially supported the National Iranian 
Oil Company (NOIC), Naftiran Intertrade Company (NICO), or the Central Bank of Iran. 
Outside of EO 13846, Iran is also subject to a bevy of other sanctions from the United States.6

Global Sanction Policy on Iran
The United Nations has also actively sanctioned Iran. Starting with Resolution 1696 in 

2006, the UN Security Council has passed resolutions attempting to halt Iran’s nuclear program 
by embargoing arms, freezing Islamic Revolutionary Guard Corps (IRGC) assets, imposing 
travel bans, and restricting access to the international banking system.7  Despite the wide swath 
of sanctions, it is imperative to note that the United Nations has not sanctioned petroleum or 
petroleum products as the United States has done repeatedly. The United Nations withdrew 
its sanctions as part of the JCPOA. Following the United States’ exit from the JCPOA, the UN 
Security Council rejected a US proposal to resume the arms embargo on Iran.8

The European Union has also repeatedly sanctioned Iran, but to a much lesser degree 
than the United States. In 2011, the Blocking Regulation against Iran, originally instated in 1996 
(Council Regulation (EC) No 2271/96), was amended to include certain secondary sanctions 
from the United States. Since debuting in 2011, EU asset freezes and visa bans for gross human 
rights violators and export bans on Iranian entities relating to “internal repression and of 
equipment for monitoring” have been extended on an annual basis, through 2021.9

Unlike the Trump administration, the so-called E3, comprised of France, Germany and 

3 “Section 1245 of the National Defense Authorization Act for Fiscal Year 2012,” Department of State, last modified November 8, 
2012, https://2009-2017.state.gov/e/eb/tfs/spi/iran/fs/200286.htm.
4 Ibid.
5 Exec. Order No. 13846, 83 C.F.R. 152 (July 5, 2013), https://home.treasury.gov/system/files/126/08062018_iran_eo.pdf.
6 Ibid. The sanctions imposed include EO 38939, Reimposing Certain Sanctions with Respect to Iran; EO 13949, Blocking Property of 
Certain Persons with Respect to the Conventional Arms Activities of Iran; EO 13902, Imposing Sanctions with Respect to Additional 
Sectors of Iran; EO 13886, Modernizing Sanctions to Combat Terrorism; EO 13883, Administration of Proliferation Sanctions and 
Amendment of EO 12851; EO 13876, Imposing Sanctions with Respect to Iran; and EO 13871 Imposing Sanctions with Respect to the 
Iron, Steel, Aluminum and Copper Sectors of Iran.
7 UN Security Council Resolution 1696, Non-Proliferation of Weapons, S/RES/1696 (July 31, 2006), accessed March 15, 2021, https://
undocs.org/S/RES/1696(2006).
8 Al Jazeera and News Agencies, “UN Security Council Rejects US Bid to Extend Iran Arms Embargo,” Al Jazeera, August 15, 2020, 
https://www.aljazeera.com/news/2020/8/15/un-security-council-rejects-us-bid-to-extend-iran-arms-embargo.
9 “Iran: Council Extends by One Year Sanctions Responding to Serious Human Rights Violation.” Council of the European Union, 
April 8, 2019, https://www.consilium.europa.eu/en/press/press-releases/2019/04/08/iran-council-extends-by-one-year-sanctions-
responding-to-serious-human-rights-violation/.
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the United Kingdom, decided not to implement “maximum pressure” against Iran, but rather 
strived to bring the country back to compliance with the JCPOA through other means. Despite 
triggering dispute resolution procedures in the JCPOA, the E3 reiterated their commitment to 
preserving the JCPOA in January 2020. Despite the European Union’s disdain for the Trump 
administration’s approach, the International Atomic Energy Agency (IAEA) indicated “serious 
concern” over Iranian refusal of access to two nuclear facilities, so speculation around the 
possibility of the E3 warming up to the idea of imposing increased economic pressures has 
recently emerged at the forefront of discussion.10 

Although European sanctions did not prohibit the completion of business transactions 
with Iranian corporations following the American exit from the JCPOA, copious European firms 
ceased transactions with Iranian firms. Particularly hard-hit sectors included aircraft producers, 
oil companies and auto manufactures, many of whom had earlier rushed to invest in Iran’s 
economy to seize its enormous economic opportunity after the JCPOA was signed in 2015.11

Renault and the Automotive Sector in Iran
Renault, a leading European car manufacturer and one of the biggest global automotive 

players, has been consistently eager to get involved in Iran. Between cheap resources – both 
labor and land – and a market with a considerable amount of room for expansion, Iran has 
been a key target for the firm.12 Starting in 2004, with a majority stake in Renault Pars, the joint 
venture between Renault and Iran’s Industrial Development Renovation Organization (IRDO), 
Renault became the biggest foreign direct investor in Iran’s automobile industry. 

After European and UN Security Council sanctions were imposed from 2011 onwards, 
a different European car manufacturer, Peugeot-Citroën, left the Iranian market. Renault, 
however, maintained its production operations in Iran but fell far short of its goal production 
pace of 300,000 cars per year. After the American withdrawal from JCPOA in 2018, Renault 
signed a deal rumored to be worth over $1 billion to produce at least 150,000 vehicles a year 
in a factory outside of Tehran. Renault maintained 60 percent ownership of the venture, with 
the remainder of stock held by the IRDO. Renault, for the first time, was supposed to be able to 
develop its own distribution network within Iran, however, given material changes, this could 
not occur. Renault’s former CEO Carlos Ghosn projected local Iranian demand for over two 
million cars by 2020 and noted the market’s “undeniable potential” that never materialized.13 

Renault’s tough decision to step back from the Iranian market was driven by the threat 
that American sanctions would damage the market position of Renault and its strategic partners 
(Nissan and Mitsubishi) in the United States. Although the E3 vowed to protect European 
companies’ interests in Iran against the economic pain imposed by the US sanctions, this is a 
difficult vow to keep in practice, as indicated by Renault’s decreased presence in the country.14 
Leaving Iran’s market severely damaged Renault’s top-line, with sales in the Middle East and 
Africa region falling over 27 percent after the withdrawal. Iran was one of Renault’s fastest-
growing countries in the region, with sales increasing 48 percent in 2018, and, given that market 
share was still only 11 percent, there was considerable room to continue growing.15 Renault 

10 Jahangir Amuzegar, The Islamic Republic of Iran: Reflections on an Emerging Economy (London: Routledge, 2014), 206-218.
11 Associated Press, “Sanctions on Iran Could Cost US, European Companies Billions,” The Boston Globe, May 9, 2018, https://www.
boston.com/cars/cars/2018/05/09/european-businesses-most-affected-by-us-sanctions-on-iran.
12 Renault, with its strategic partners Nissan and Mitsubishi, sells more than one of every nine vehicles sold worldwide. See “About 
Us,” Renault Nissan Mitsubishi, accessed December 19, 2020, https://www.alliance-2022.com/about-us/. 
13 Associated Press, “French Automaker Renault Signs Deal with Iran as Its Economy Opens,” Toronto Star, September 30, 2016, 
https://www.thestar.com/business/2016/09/30/french-automaker-renault-signs-deal-with-iran-as-its-economy-opens.html.
14 Radio Farda, “Renault Might Have to Leave Iran After U.S. Pullout From JCPOA,” RFE/RL, May 23, 2018, https://en.radiofarda.
com/a/renault-pullout-iran-us-jcpoa/29243980.html.
15 “Renault Regional Sales Drop Drastically after Exit from Iran,” Tehran Times, July 17, 2019, http://www.tehrantimes.com/
news/438249/Renault-regional-sales-drop-drastically-after-exit-from-Iran.
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directly noted that its “Drive the Future” emerging market expansion plan was adversely 
impacted by the “cessation of sales in Iran due to the application of American sanctions.”16

Outside of Renault, European auto makers with shallower roots in Iranian vehicle 
production have also been struggling to succeed in the Iranian market amid the imposed 
sanctions. Citroën, a brand within French Peugeot-Citroën (or Groupe PSA), agreed to sell and 
produce vehicles in Iran during US participation in the JCPOA. With a deal worth over $330 
million, PSA entered a joint venture with SAIPA and Iran Khodro in 2016. SAIPA was also their 
partner in their joint ventures in the early 2000s.17 By 2018, after the American withdrawal, 
PSA suspended its joint venture activities despite Iran being a substantial driver of the business 
growth, with 445,00 vehicles sold in Iran in 2017 alone. 18 PSA’s bottom-line was also severely 
affected by the withdrawal from Iran, with a 1.1 percent year-over-year revenue decline of  $20.1 
billion reported in the first quarter of 2019.19

Effects on the Automotive Sector in Iran
The Trump administration’s “maximum pressure” campaign has had incredibly stark 

effects on the Iranian economy, especially in the automotive manufacturing sector. Using 
2019 data to shield results from the skewed effects of COVID-related economic distress, the 
decrease in automobile product is sharp. In 2019, Iran produced a mere 770,000 automobiles, 
representing a 45 percent decrease from the 1.4 million produced two years prior. 

US and European sanctions, which were loosened with the JCPOA (only temporarily 
in the US case given JCPOA withdrawal), have clearly impacted the output of Iran’s automotive 
sector, as can be seen in Figure 1. In 2012, production output for cars fell 39 percent, before 
falling an additional 26 percent in 2013. After a 47 percent rebound in 2014, the annual output 
was still down 32 percent from its peak of 1.4 million cars produced in 2011. Through the JCPOA 
discussions and formal announcement, years of 21 percent and 32 percent growth brought the 
output slightly above the 2011 height. However, given the additional constraints imposed by the 
US “maximum pressure” sanctions, output fell to 45 percent of its 2017 record in 2019.20

As the automotive industry is the second largest driver of the Iranian economy following 
energy, the impact of auto production output volume is incredibly significant. The automotive 
industry is responsible for 10 percent of the Iranian Gross Domestic Product and accounts for 
4 percent of the Iranian workforce.21 The two largest local manufacturers, Iran Khodro (IKCO) 
and SAIPA, directly hire 100,000 Iranians, with 700,000 more employed in related industries. In 
2019, IKCO increased its production to more than 172,000 cars, up 36 percent, given the foreign 
exits from the market.22

Due to the Trump administration’s resumption of US sanctions, particularly those 
enacted through Executive Orders 13645 and 13846, Iran now has to produce key automotive 
parts that had been previously imported domestically. This actually presents substantial cost 

16 “Renault 2018 Full Year Earnings Report,” Groupe Renault, February 22, 2019, https://group.renault.com/wp-content/up-
loads/2019/02/groupe-renault_earnings-report_2018.pdf.
17 “French Automaker Starts Joint Venture to Build Citroen Cars in Iran,” Deutsche Welle, July 21, 2016, accessed March 11, 2021, 
https://www.dw.com/en/french-automaker-starts-joint-venture-to-build-citroen-cars-in-iran/a-19419818.
18 Sudip Kar-Gupta and Gilles Guillaume, “French Carmaker PSA’s Sales Lifted by Growth in Iran and Latin America,” Reuters, 
January 16, 2018, https://www.reuters.com/article/us-peugeot-sales/french-carmaker-psas-sales-lifted-by-growth-in-iran-and-latin-
america-idUSKBN1F51E6.
19 Laurence Frost and Gilles Guillaume. “PSA Revenue Hit by Overseas Decline, Iran Withdrawal,” Reuters, April 25, 2019, https://
www.reuters.com/article/us-peugeot-results/psa-revenue-hit-by-overseas-decline-iran-withdrawal-idUSKCN1S10EN.
20 “Production Statistics,” International Organization of Motor Vehicle Manufacturers, accessed March 11, 2021, https://www.oica.
net/category/production-statistics/2019-statistics/.
21 “UNdata | Country Profile | Iran.” United Nations, accessed March 11, 2021, http://data.un.org/en/iso/ir.html. 
22 “The Current Development of Iran’s Auto Industry,” MEPEI, accessed March 18, 2021, https://mepei.com/the-current-develop-
ment-of-irans-auto-industry/.
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savings for the Iranian auto industry on net over the long run; however, this requires a massive 
initial investment of over $2 billion. Domestic parts production will then save Iran an estimated 
$360 million each year, as noted by the Iranian government.23 In addition to the magnitude of 
the initial investment cost, troubles are compounded by the struggle to secure foreign currency 
needed to purchase raw materials, given that Iran is currently only 80 percent self-sufficient 
in automotive part manufacturing.24 All of these additional cost burdens are amplified as 
population growth continues to stabilize and market potential remains. 

Conclusion
Through the Trump administration’s “maximum pressure” campaign, the United 

States has materially hindered the Iranian economy. US sanctioning decisions have resulted 
in consequences globally, including added strain to relationships with historically-strong 
European allies. Focusing specifically on the automotive sector and Executive Orders 13645 
and 13846, we can see that ripple effects have affected both those within and outside the Islamic 
Republic of Iran’s borders. Although the Iranian market is underexploited and growing with 
ideal demographic conditions and a dearth of transportation infrastructure, the United States 
has effectively stopped mutually profitable automotive sales from occurring. This inflicts severe 
pain on not only the Iranian government and ordinary citizens, but also on European automotive 
manufacturers and economies more broadly. Given the recent change in administration, I expect 
that the Biden administration will ease the “maximum pressure” campaign in an effort to undo 
many of the moves of the Trump administration, inadvertently helping European automotive 
manufacturers and relationships between the US and European powerhouses. 

23 “Domestic Production of Auto Parts to Save Iran €300m in a Year,” Tehran Times, July 22, 2020, https://www.tehrantimes.com/
news/450336/Domestic-production-of-auto-parts-to-save-Iran-300m-in-a-year.
24 “Nearly $2b Is Required for Domestic Manufacturing of Auto Parts,” Tehran Times, May 6, 2020, https://www.tehrantimes.com/
news/447583/Nearly-2b-is-required-for-domestic-manufacturing-of-auto-parts.
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Figure 1: Iran’s Auto Production Output 
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