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Iran and the Great War: Neutrality and Britain’s Sanctions
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Abstract

In the course of the Great War, Britain besides military operations, entered economic warfare.
The latter, as an independent variable, affected the neutral country of Iran which had already
become a scene for cofrontation of the rival powers. This work examiries bot expansion of
the economic war to Iran (independent variable) and and its conse ueﬁces ( dent variable).
The findings show that the imposition of economic war on Iran was a violation of the Hague
Convention which both countries had approv%\ 4+¥. Moreover, the warfare, though put an

end to Irano-German trade relations, had originally no commercial motives. The economic war
resulted in the registration of a number of Iranian:traders in the Britain’s blacklist and their
sanctions by London. To get their names out of the blacklist, the.merchants had to deposit a
financial guarantee and submission to British impositions as well. Finally, the great powers’
calculations, hindered Tehran's freedom in both adopting a proper foreign policy and neutrality.
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Introduction

This article examines the impaMf Britain's‘economic warfare on neutral Iran during the First
World War, focusing on how British ctions undermined Iran's neutrality, disrupted its
commercial relations with Germany, and restricted its political and economic sovereignty. While
existing scholarship has extensively examined Britain's naval blockade and military operations,
comparatively little attention has ken devoted to the extension of British economic warfare to
neutral states, particularly Iran. Drawing on British archival records, diplomatic correspondence,
parliamentary papers, official publications, Iranian customs statistics, and contemporary
newspapers, the stud}\onstructs the implementation of Britain's sanctions policy and assesses
its consequences for Iran's foreign trade and international position.

Britain's economic strategy evolved rapidly after the outbreak of the war. The Trading
with the Enemy Act ()%) %), initially intended to regulate commercial relations within British
jurisdiction, was gradually extended beyond the Empire to encompass neutral countries
maintaining trade with Germany. Through this policy, Britain sought not only to weaken
Germany economically but also to prevent neutral states from serving as intermediaries in
German commerce. The article argues that this expansion represented a significant departure
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from established principles of international law, particularly the Hague Convention of V4.V
concerning the rights and duties of neutral states. By redefining neutrality according to wartime
strategic interests, Britain effectively subordinated legal principles to military necessity.

Iran presents an especially important case for examining these developments. Although
the Iranian government officially declared neutrality shortly after the outbreak of war, the
country became an arena of military competition among Britain, Russia, and the Ottoman
Empire. Simultaneously, Britain extended its economic warfare into Iran despite the country's
internationally recognized neutral status. This contradiction illustrates the discrepancy between
Britain's defence of neutrality in Europe, particularly Belgium, and its disregard for the
sovereignty of smaller states outside Europe.

Prior to the war, commercial relations between Iran. and Germany. had expanded
considerably. German manufactured goods occupied an increasingly important place in Iranian
markets, while Germany emerged as one of Iran's principal trading partners. Customs statistics
demonstrate rapid growth in bilateral trade during the decade preceding the oweyver, this
trend was abruptly reversed after Britain formally applied the Trading with the Enemy Act to
Iran in %) 2, Iranian merchants maintaining:commercial links with Germany became subject to
British sanctions regardless of their nationalit;\lran's neutral status.

Materials & Methods ‘

A central contribution of the article is its reconstruction of Britain's blacklist system in
Iran. Official British publications reveal that dozens of Iranian merchants, companies, and
commercial agents from major. trading centres—including Tehran, Isfahan, Bushehr, Rasht,
Mashhad, Kermanshah, and_Shi were placed on successive blacklists between Y3)1 and
YAYA. These lists were compiled through an extensive intelligence network involving British
diplomatic missions, consulates, commercial advisers, and the Government of India. The
blacklists not only disrupted commercial activity but also enabled Britain to monitor and
influence Iran's internal economic affairs. '

Discussion & Results

The article further demeonstrates that removal from the blacklist required Iranian
merchants to comply withistringent British conditions. Those seeking reinstatement had to
deposit substantial financial guarantees, sign written commitments renouncing all direct and
indirect trade with Germany, and accept continued British supervision of their commercial
activities. These procexes reveal that Britain's sanctions functioned as instruments of political
control rather than merely economic regulation. By compelling Iranian merchants to submit to
British authority, Britain' effectively exercised extraterritorial influence within a formally
sovereign and neutral state.

Statistical evidence confirms the effectiveness of these measures. Trade between Iran and
Germany declined dramatically after Y3)e, with imports and exports collapsing to negligible
levels during the later years of the war. While wartime disruption contributed to this decline, the
article argues that Britain's sanctions regime played the decisive role in terminating bilateral
commercial relations.

Conclusion

In conclusion, the article argues that Britain's economic warfare fundamentally
transformed the practical meaning of neutrality during the First World War. Although Iran
remained officially neutral, British sanctions deprived the country of many rights traditionally



associated with neutral status under international law. The blacklist system, financial guarantees
imposed on merchants, and restrictions on foreign trade collectively limited Iran's economic
independence and constrained its ability to pursue an autonomous foreign policy. Consequently,
economic warfare became an important instrument of British imperial influence alongside
military intervention.

By highlighting the interaction between sanctions, neutrality, and imperial power, this
article contributes to both the historiography of the First World War and modern Iranian history.
It demonstrates that Britain's economic policies were not merely commercial measures directed
against Germany but also mechanisms for extending political influence over neutral states. More
broadly, the study illustrates how the First World War transformed international law and the
concept of neutrality by legitimizing new forms of economic coercion that would shape

international relations throughout the twentieth century. '
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