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The new coronavirus outbreak has created a serious problem for the economies of
Iran and Russia, which are experiencing sanctions and low oil prices. In this article,
the author tries to explain the impact of the new coronavirus outbreak on the econo-
mies and politics of Iran and Russia. The major results show that the three challenges
associated with sanctions, the shock of global oil prices, and the new coronavirus
outbreak can lead to different scenarios for the future of Iran and Russia. Eight dif-
ferent scenarios (slow economic growth, economic prosperity, weak recession, eco-
nomic recovery, medium recession, economic stagnation, strong recession, and eco-
nomic transformation) are identified and explained by combinations of these three is-
sues. Regarding the current low oil prices (due to the pandemic and the Saudi price
war), Western sanctions against Iran and Russia, and also uncertainty about the end
of the coronavirus, scenario No. 8 (economic transformation) will be the most likely
situation for the economies of Russia and Iran. As the results of this scenario, the
digitalization of the economies in these two countries will be improved, and the role of
governments in economic mechanisms will be higher than before the coronavirus out-
break. In addition, regionalization and Asianization will be accelerated to reduce the
effect of sanctions.

Keywords: coronavirus pandemic, economic shock, economic transformation, Iran,
Russia.

Introduction

The new coronavirus outbreak has disrupted the economic and political
structures of almost all countries in the world. It is predicted that the largest
economies in the world, such as the USA, China, Great Britain, Germany,
France, Italy, Japan, and many others, will enter into a deep economic recession
in 2020, and it will continue in the coming years.

Figure 1 shows the slowdown in global economic growth between 2019 and
2020. It is obvious that the new forecasts for the economic growth of countries
by 2020 are significantly lower than the latest forecasts for this year.

In addition, global oil prices plummeted due to a huge decline in global oil
demand. Figure 2 shows changes in Brent crude oil prices for the period of April
2006 to April 2020. Oil prices experienced the biggest drop with a price of almost
$ 18 per barrel in April 2020. In 2020, Saudi Arabia launched a war on oil prices
in response to Russia’s refusal to agree with the Saudi plan to reduce oil produc-
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tion (OPEC + Alliance refusal). But another major reason for the fall in oil prices
in 2020 is the coronavirus outbreak. Global oil demand declined in 2020 as the
unpredictable effects of the COVID-19 spread among countries in the world, lim-
iting transportation and wider economic production and distribution.
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Fig. 1. Economic growth in different countries.
Source: Author’s compilation based on the OECD Economic Outlook Report (March 2020)
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Fig. 2. Changes in Brent crude oil prices (March 2006 — March 2020)
Source: Author’s compilation based on the EIA data

Such a low oil price is indeed a threat to the economies of oil-exporting
countries such as Iran and Russia, which heavily rely on energy export earnings.
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In addition, a significant decline in oil revenues will affect all other macroeco-
nomic variables (such as GDP, unemployment, wealth, taxes, and subsidies) in
these countries, leading to an uncontrolled long-run economic instability. Due to
the possible impacts of the coronavirus outbreak on macroeconomic variables in
countries, the current pandemic can be considered as an “exogenous shock”.
Exogenous or external shocks are unpredictable events such as war, natural dis-
aster, financial crisis or pandemic; they negatively affect the national economies
of countries. The control and management of this type of shock is really im-
portant for Iran and Russia, which depend on oil export revenues and are also
under pressure from Western sanctions.

The pressure of sanctions on the economic structures of these two countries,
the impact of the new coronavirus outbreak on world oil prices and the internal
economic mechanisms of Iran and Russia create critical situations for these two
countries. This article seeks to study the impact of the coronavirus outbreak on
the economies and political situation in Russia and Iran, taking into account the
current sharp decline in oil prices and geopolitical issues.

The rest of the article is structured as follows: the first section is a brief re-
view of the literature. The second section discusses the features of the econo-
mies of Iran and Russia under the conditions of the coronavirus crisis. The third
section expresses the forecast of future Russian and Iranian economies. The last
section concludes the article.

Literature review

The new coronavirus, first discovered in China at the end of 2019 and since
then declared a pandemic, threatens to become one of the most difficult chal-
lenges that the world economy has faced in the modern era. Many scientists and
experts believe that the new coronavirus outbreak is a serious challenge for all
countries in the world. For example, IMF [1] reports that the new coronavirus
outbreak will lead to poverty in countries, especially in Asia. Consequently, ef-
fective policies must quickly be conducted to support workers and their families
in order to prevent them from falling into poverty. Euronews [2] argues in a re-
port that, as countries close stores, border and ask their citizens to stay at home,
the global economy seeks to achieve an unpredictable recession. Weller [3] be-
lieves that the rapid spread of the new coronavirus reduces the potential for na-
tional production and reduces consumption. Thus, this pandemic destroys the
demand side in economic markets. Lee [4] explains that the virus pandemic hits
the manufacturing sector hard and it has negatively affected the service sector
globally as well.

Many scholars argue that this pandemic will be a blessing to the global econ-
omy. The coronavirus outbreak would enable oil-based economies to reduce
their dependence on energy export revenues and help them convert energy from
fossil fuels to renewable energy sources. Snieckus [5] states that under condi-
tions of the coronavirus, the global expansion of wind and solar energy has in-
creased due to the high volatility in the fossil fuel markets and the unclear future
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recovery of the oil market. Fontaine [6] believes that, before the coronavirus
outbreak, economic globalization was not equal for all countries, which means
that developed economies dominated the global economy, and they determined
the principles of globalization based on their interests. But the coronavirus pan-
demic will not accelerate the demise of globalization, but its transformation, a
new form of globalization in which the liberal international order will be re-
placed by the international order of realism (with the main role of governments).
Another possibility for the new coronavirus outbreak is to accelerate the expan-
sion of the digital economy. According to a UNCTAD report [7], the global cri-
sis caused by the coronavirus pandemic has pushed us even further into the digi-
tal world. In other words, the coronavirus crisis has accelerated the adoption of
digital solutions, tools and services, accelerating the global transition to a digital
economy. Hofer [8] explains that as countries become blocked, people are
forced to keep social distance and work from home, the digital economy is be-
coming more important than ever before. Consumers may not be able to main-
tain physical proximity to each other, but they may still be present in markets in
the digital space, which means the spread of the digitalization of the economy.

The economies of Iran and Russia in the context of the coronavirus crisis

Iran reported its first confirmed cases of the coronavirus infection on Febru-
ary 19, 2020. The official report of the country mentioned that coronavirus has
been brought into geographical border of Iran by an Iranian man who traveled to
China. Actually, the pandemic has been considered as an origin of economic
challenge in Iran which increases the Iran’s economic instability from the Unit-
ed States’ Maximum Pressure policy in 2017-2018.

In response to the crisis of coronavirus, the Iranian government closed
schools, universities, shopping centers and banned festival celebrations (Iranian
New Year on March 21, 2020). The government of Hassan Rouhani (Iran’s pres-
ident) firstly did not approve policy of cities’ isolation, which was a grave mis-
take due to the people’s intentions to travel during Iran’s New Year holidays.
Later, due to the increase of the COVID-19 cases in March 2020, the Iran’s gov-
ernment decided to carry out the regulation of limiting travel between cities.

The pandemic has had negative impacts on demand side of economic mar-
kets in Iran. However, the Iranian government is trying to expand financial sup-
ports to households (demand side of markets). To this end, the government ap-
proved a subsidy of 10 million riyals ($ 61) for 23 million families. On March
24, 2020, the Iranian president announced that employees in state’s enterprises
and organizations can work remotely. Furthermore, to control the spread of
COVID-19, the most non-essential businesses were shut down. In fact, choosing
priority between “health of population” and “life of businesses” in the corona-
virus period was a complicated situation for the Iranian government.

The Central Bank of Iran reported that a wide group of enterprises was
heavily affected by COVID-19 in Iran. These enterprises may apply for support
and funds from banks. The list includes centers for the preparation and distribu-
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tion of food, including restaurants, buffets, tea houses and other similar centers;
tourist centers such as hotels, inns, hostels, road recreation centers and other
similar enterprises defined by the Ministry of Industry, Mining and Trade; air,
rail and road transport within the city or inside the city; travel agencies; units for
the production and distribution of clothing; units for the production and sale of
bags and shoes; distributors of nuts and dried fruits, confectionery, ice cream
and juices; sports and fitness centers; cultural and educational centers; and hand-
icraft manufacturing and distribution centers [9].

The real impacts of COVID-19 on Iran’s national economy made the Interna-
tional Monetary Fund change its old estimate of Iran’s economic growth in 2020
from a fixed growth rate of six percent, marking a three-year consecutive signif-
icant recession [10]. In addition, the Iranian Ministry of Economy recently listed
eight key issues that the Iranian economy will face in the new Iranian year [11].
The most serious of these challenges is the escalation of US sanctions and the
depletion of Iran’s foreign exchange reserves, combined with economic losses
caused by the coronavirus outbreak and the disruptions it caused to business,
which will lead to lower tax revenues. The continued decline in oil, petroleum
and petrochemicals prices due to the global recession is another challenge facing
the Iranian economy. Another problem that the Ministry of Economy refers to is
the “deepening recession in the service sector” because of the coronavirus pan-
demic. Other problems facing the economy, according to the Ministry of Econ-
omy, include declining global demand for minerals and lowering prices for met-
als; reduced consumption due to reduced purchasing power of people; increased
government spending due to the impact of the spread of coronavirus; and an in-
crease in the budget deficit in fiscal 2020/21.

In the case of Russia, the emergence of the new coronavirus occurred on
January 31, 2020, when a group of tourists from China in Tyumen, Siberia, and
Chita, the Russian Far East, gave a positive result for this disease. In response to
the new outbreak of coronavirus, the Russian government has taken preventive
measures to curb the spread of this new virus in the country by quarantining,
raiding potential virus carriers and using face recognition to introduce quaran-
tine measures. Measures to prevent the crisis in Russia include a ban on the ex-
port of medical masks, spot checks in the Moscow metro, and the cancellation of
large-scale events by schools. The Russian government has also taken measures
to ensure national health security by preventing the country from travel of for-
eign citizens from countries severely affected by COVID-19.

There are different opinions regarding the consequences of the coronavirus
outbreak on the Russian economy. Kramer [12] believes that the sanctions im-
posed by the United States and its allies against Russia in 2014 prepared the
Russian government to push the world economy out of the coronavirus pandem-
ic and the oil price war, which led to a collapse in oil prices and revenues on
which Russia relies to support social spending. Vladimir Tikhomirov, chief
economist at BCS Global Markets, stated that “Russia will be slightly better
than other countries because of its experience, sanctions and reserves” [13].
Weafer [14] explained that Russia is in a relatively good position to survive the
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COVID-19 crisis and several months of low oil revenues. This is due to the
changes that the country was forced to make to its monetary and tax administra-
tion as a result of sanctions and the previous collapse in oil prices in 2014. On
the contrary, many scientists believe that the outbreak of coronavirus has a nega-
tive impact on the Russian economy. For example, Vladislav Inozemtsev, direc-
tor of the Center for Post-Industrial Research, has identified the negative impact
of this new virus on the economic aspects of Russia [15].

Evidence proves that the effects of the new coronavirus outbreak have led to
the transformation of the economies of Iran and Russia. On the one hand, the
consumption patterns of households in Iran and Russia have been digitalized, in
which people prefer to buy goods and services through websites. On the other
hand, due to the Western sanctions and the influence of coronavirus on world oil
demand, Iran and Russia are trying to reduce their dependence on oil revenues.
In addition, the role of government will be greater in economic recovery. Con-
sequently, the economic system in Iran and Russia will be less market due to the
greater presence of the government to control and regulate economic mecha-
nisms.

Forecast of future Russian and Iranian economies

If we want to predict future scenarios for the development of the economies
of Iran and Russia, we need to define spaces based on the main influencing fac-
tors. Currently, there are three main factors, namely sanctions, world oil prices
and the new coronavirus outbreak, which directly and indirectly affect the entire
economies of these two countries. Therefore, we can consider various scenarios
of the future economies of Iran and Russia on the basis of these three factors.
Figure 3 shows eight scenarios based on these three factors:
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Fig. 3. Future scenarios of the economies of Iran and Russia
Source: Author
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Various combinations of these three factors can create future situations for
the economies of Iran and Russia. The eight probable situations for the econo-
mies of Iran and Russia with three factors: fluctuations in oil prices (increase or
decrease), sanctions (lifting or tightening), and a new coronavirus outbreak (end-
ing or continuation) are presented in the following table:

Table 1. Eight scenarios of the future economies of Iran and Russia

Scenario’s Challenges .
: o : Scenario
number Sanctions Oil price | coronavirus
1 Lifting the sanction | Increase Continue Slow economic growth
2 Lifting the sanction | Increase End Economic prosperity
3 Lifting the sanction | Decrease Continue Weak economic recession
4 Lifting the sanction | Decrease End Economic recovery
5 Tougher sanctions Increase End Medium economic recession
6 Tougher sanctions Decrease End Economic stagnation
7 Tougher sanctions Increase Continue Severe economic recession
8 Tougher sanctions Decrease Continue Economic transformation

Source: Author.

In the first scenario, called “economic growth at a slow speed”, the pressure
of sanctions will decrease, the price of crude oil will rise, and the COVID-19
outbreak will continue. In this situation, lifting sanctions and raising oil prices
could help Iran and Russia generate more revenue and recover financial losses
from the new coronavirus outbreak.

The second scenario is the most probable future for these two countries:
sanctions will be lifted, the oil price will increase, and COVID-19 will end. In
this situation, we can expect “economic prosperity” for the economies of Iran
and Russia.

The third scenario is a situation in which sanctions will be lifted and the price
of oil reduced, while COVID-19 will continue to spread in Russia and Iran. The
fall in oil prices and the coronavirus crisis will push the economies of Iran and
Russia into an economic downturn, but the lifting of sanctions will lower the
downturn in these two countries and make the situation a “weak economic re-
cession”.

The fourth future situation for the Iranian and Russian economies will be
created by lifting sanctions, lowering oil prices, and ending the new coronavirus
outbreak. In this situation, ending the coronavirus crisis and lifting sanctions
will help Iran and Russia pursue a policy of economic recovery even at lower oil
prices.

A strong economic downturn as the fifth likely scenario can occur with the
end of the coronavirus crisis, rising oil prices, and tougher sanctions imposed by
the West against Iran and Russia.

The sixth scenario, “economic stagnation”, will be generated by ending the
outbreak of the coronavirus, imposing tougher sanctions, and a drop in oil pric-
es. It is expected that this situation will lead to stagnation in the economies of
Russia and Iran.
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“Strong economic recession” is the next likely scenario for the future econ-
omy of Iran and Russia. In this situation, oil prices will rise, but the crisis of the
coronavirus outbreak will continue, and the West will impose more stringent
sanctions against Iran and Russia.

The final scenario, “economic transformation”, is a situation in which all
three factors move to the worst level. In other words, in this scenario, the West
will impose tougher sanctions against Iran and Russia. In addition, the global oil
price will decline, and the new coronavirus outbreak will continue to spread in
these two countries. This scenario is the most likely one for these two countries.
Thus, we can expect that there will be an economic transformation and evolution
in Iran and Russia, as a result of which the digitalization of the economy will be
improved, the role of government in economic mechanisms will be higher than
before the outbreak of coronavirus. In addition, regionalization and Asianization
will be accelerated to reduce the effect of sanctions. In addition, the share of oil
revenues in their budgets will decrease significantly.

Concluding remarks

The new coronavirus outbreak has become a serious problem for the econo-
mies of Iran and Russia, which are experiencing sanctions and low oil revenues.
In this article, I tried to explain the impact of the new coronavirus outbreak on
the economic structures and politics of Iran and Russia. I expressed the opinion
that the three challenges associated with sanctions, the sharp changes in global
oil prices, and the new coronavirus outbreak may lead to different scenarios for
the future of economies in Iran and Russia. Eight different scenarios (slow eco-
nomic growth, economic prosperity, weak economic recession, €COnomic recov-
ery, medium economic recession, economic stagnation, severe economic reces-
sion, and economic transformation) were identified and explained by combina-
tions of these three challenges. Regarding the current drop in oil prices (due to
the pandemic and the Saudi price war), Western sanctions against Iran and Rus-
sia, and also uncertainty about the end of coronavirus, scenario No. 8 (economic
transformation) will be the most likely situation for the economies of Russia and
Iran as a result of which the digitalization of the economy will be improved, the
role of government in economic mechanisms will be higher than before the out-
break of coronavirus. In addition, regionalization and Asianization will be accel-
erated to reduce the effect of sanctions. In addition, the share of oil revenues in
their budgets will decrease significantly. In general, we can conclude that an
accurate forecast of the future global economy is impossible due to the complex-
ity and combination of influencing factors. The challenge of the outbreak of the
new coronavirus requires a further more careful study in order to better under-
stand its various consequences.
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TPAHC®OPMALIUSI DOKOHOMHUK HWPAHA U POCCHUHU B YCJOBHUSIX
BCIIBIIIKHA HOBOI'O KOPOHABHUPYCA

Ixcan Pacyiunexan

KiroueBble cjioBa: naHaeMusi KOPOHABUPYCa, SKOHOMHYECKUH LIOK, SKOHOMHYECKasi TPaHC-
¢dopmarus, Upan, Pocenst.

Bcrmblika HOBOro KOpOHaBUPYCa BbI3Bajla CEPbE3HYIO MPo0dIeMy Ul S3KOHOMUK Mpana u
Poccyn, KOTOpbIe MCIIBITBIBAIOT CAHKLIMK U UMEIOT HU3KHE LieHbl Ha HedTh. B 3Toil cTatbe s
TOMBITAJICS. OOBACHUTH BIMSHUE HOBOW BCIIBIIIKM KOPOHABHPYCA HA 9KOHOMHKY U IOJIUTHKY
Upana u Poccun. Beipaszun MHeHHe, 9TO TPU MPOOJIEMBI, CBSI3aHHBIC C CAHKLMSIMH, IIOKOM
MHPOBBIX IIeH Ha He()Th M HOBOM BCIIBIIIKOH KOPOHABHPYCa, MOI'YT IPUBECTH K Pa3IHM4HbIM
cueHapusm Oynymiero Mpana u Poccun. BoceMb pa3nuyHbIX clieHapHeB (9KOHOMHYESCKHUI
POCT ¢ MEJUICHHOW CKOPOCTBIO, SKOHOMHYECKOE TIPOLBETAaHUE, Cl1a0blil SKOHOMHUUYECKHH Craj,
BOCCTAHOBJIEHHE DKOHOMMKHM, CIIa0bIi SKOHOMUYECKHI CIiajl, SKOHOMUYECKHUH 3aCTOM, CHIIb-
HBIH SKOHOMHYECKHUI Crajl U SKOHOMUYEcKasi TpaHcdopmalysi) ObUIM OMpPEAeNiCHbl U 00bsIC-
HEeHbl KOMOMHAIMSAMH ITHUX Tpex mpobieM. UTo kacaercsl TEKyIero mafeHus HeH Ha He(Th
(13-3a MaHAEMUHU KOPOHBI ¥ IIEHOBOH BOIHBI CayqoBCcKoi ApaBun), CaHKIMNA 3amnaja npoTHB
Hpana u Poccun, a Taxoke HeonpeAeIeHHOCTH BO BpeMsi OKOHYaHHUSI KOPOHABUPYCa, CLICHAPHIA
Ne 8 (axoHOMHMueckast TpaHchopMalys) OyneT Hanbolee BEPOSTHON CHUTYyalHeil Uit 9KOHO-
muk Poccun u Upana, B pe3ynbrare KOTOpoi OymeT ymydiineHa Hu(poBH3aLis SKOHOMHUKH,
POJIb IIPABUTENBCTBA B SKOHOMUYECKMX MEXaHM3MaxX Oy/eT BBILIE, YeM JI0 BCIBILIKUA KOPOHA-
Bupyca. Kpome Toro, pernoHanusanus U a3uatus3aiys OyIyT YCKOPEHbI, YTOObI CHU3HUTH d(-
¢exr cankimit. K Tomy e 101151 HeTAHBIX T0XO0B B UX OOJPKETaX 3HAUUTEIBHO CHU3UTCS.
B 11e710M MOXKHO C/iesiaTh BBIBOJ, YTO TOYHBIN MPOrHO3 OYIYILEro MHUPOBOMH 3KOHOMHUKH He-
BO3MOJKEH M3-3a CIIOXHOCTH M COYCTaHMS BIMAIOLIMX (hakTOpoB. 3ajada BCIIBIILIKM HOBOI'O
KOpOHaBUpYyca TpeOyeT Ooiee TIIATENFHOrO M3Y4CHHUsI B OYAYIIMX HCCIIEIOBAHUAX, YTOOBI
JIy4llle BBLICHUTD €€ PAa3JINYHbIC MIOCIIE/ICTBUS.



