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Abstract

Purpose: Amid persistent international sanctions and geopolitical volatility, Iran’s trade potential,
particularly with advanced economies such as Germany, remains significantly underutilized. While non-
oil exports to Germany reached approximately €680 million in 2022 (1401), this figure remains
disproportionately low compared to the bilateral potential, given Iran’s industrial, scientific, and
technological capacities. The stagnation stems not only from external constraints (e.g., sanctions,
political uncertainty) but also from internal strategic gaps: fragmented use of commercial diplomacy,
limited export innovation, and weak institutional coordination. This study aims to (1) analyze the
integrated roles of commercial diplomacy and export innovation in revitalizing Iran-Germany economic
relations, and (2) propose a coherent, evidence-based model—termed the Integrated Trade and Export
Development Model (ITEDM)—to support the globalization of Iranian businesses. By bridging policy-
level diplomacy with firm-level innovation, this research provides a context-sensitive framework for
emerging economies operating under institutional complexity and external pressure.
Design/Methodology/Approach: The study adopts a qualitative, exploratory research design, grounded
in applied and analytical methodology. Data collection triangulated three strands: Documentary analysis
of scholarly literature (from Scopus, Web of Science, SID, Maglran), policy reports (OECD, UNCTAD,
AHK Iran), and official statements; Secondary quantitative data (2011-2023): non-oil export trends
(value/volume/structure) sourced from Iran’s Statistical Center, Germany’s Destatis, and UN Comtrade;
and Semi-structured interviews with 12 purposively selected experts—including diplomats (Iranian
Ministry of Foreign Affairs, Economic Department), export managers (SMEs active in German
markets), representatives from the German-Iranian Chamber of Commerce (AHK Iran), and members
of Iran’s Non-Qil Export Development Council. Interviews (45—70 minutes each) were audio-recorded,
transcribed verbatim, and analyzed via thematic analysis, supported by NVivo 14. Thematic saturation
was achieved at the 12th interview. Intercoder reliability (Cohen’s k = 0.88) ensured analytical rigor.
The study further integrated theoretical lenses: economic statecraft (Nincic, 2018), contextual
embeddedness, and service-dominant logic of innovation (Gallouj & Savona, 2009).

Findings: Analysis yielded three interconnected insight clusters: Commercial Diplomacy: Asymmetric
Effectiveness Across Tiers. Paradiplomacy outperforms state diplomacy: While state-level engagement
collapsed post-2018 (U.S. JCPOA withdrawal), the German-Iranian Chamber of Commerce (AHK Iran)
sustained networks via business forums, technical consultations, and B2B matchmaking—even
facilitating non-financial transactions (e.g., barter, third-country routing). Public diplomacy remains
weak: Negative media narratives and cultural misperceptions in Germany amplify perceived “political
risk,” often overshadowing product quality. Export Innovation: The Non-Negotiable Driver of Market
Access

Four innovation modalities proved decisive for competitiveness: Product innovation: e.g., organic-
certified, QR-traceable saffron (40% price premium); Process innovation: ISO/HACCP compliance in
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food exports—now de facto market-entry prerequisites; Marketing innovation: strategic use of German
B2B platforms (Europages, WLW), LinkedIn outreach, and professional exhibition presence;
Organizational innovation: joint ventures, digital service exports (e.g., logistics SaaS for DACH region).
However, critical barriers persist: limited R&D funding, sanctions-induced tech access gaps, and
unfamiliarity with EU standards. Synergy, Not Isolation: The ITEDM Framework
Crucially, neither diplomacy nor innovation alone suffices. The most successful firms (e.g., agritech and
IT exporters) combined AHK Iran’s network access with targeted innovation investments, achieving
sustainable market footholds. This led to the development of the Integrated Trade and Export
Development Model (ITEDM), positioning four interlocking pillars: Commercial Diplomacy (state +
paradiplomatic), Export Innovation (product, process, marketing, organizational), Governmental
Support (policy coherence, sanction-mitigation mechanisms), and Digital Infrastructure (e-payment
alternatives, blockchain-enabled traceability).
Cross-pillar synergies—e.g., diplomatic support reducing entry costs, innovation converting access into
value capture—form the model’s core logic.

Discussion and Conclusion: This study significantly extends existing literature in three ways. First, it
demonstrates that in sanction-affected contexts, paradiplomatic actors (e.g., chambers of commerce)
often outperform formal state apparatuses in sustaining economic ties—a nuance underemphasized in
traditional economic diplomacy theory (Hocking et al., 2012; Cooper et al., 2015). Second, it reframes
export innovation beyond high-tech products to include process standardization and digital marketing
agility as baseline requirements for EU market entry—validating Gallouj & Savona’s (2009) broad
service-innovation perspective. Third—and most originally—it rejects the additive integration of
diplomacy and innovation in favor of a synergistic, system-level integration embodied in the ITEDM.
Unlike linear models (e.g., Uppsala), ITEDM accounts for turbulent environments where political access
and firm-level adaptability must co-evolve. The ITEDM also challenges assumptions in global strategy
literature: successful globalization need not require massive scale or FDI; instead, networked agility—
leveraging trusted intermediaries (AHK Iran) and modular innovation—enables SMEs to thrive in
advanced markets under duress. Practical implications are multi-level: For policymakers: Institutionalize
“innovation desks” in embassies, formalize AHK-type partnerships, and develop digital export corridors
(e.g., crypto/fintech-based trade settlements). For firms: Prioritize certification (e.g., EU organic, [SO),
invest in digital presence, and proactively engage paradiplomatic networks—before seeking state
support. For support agencies: Offer joint training (e.g., EU compliance + trade diplomacy literacy) and
facilitate tripartite (govt—chamber—firm) pilot projects. Limitations include reliance on self-reported
expert data, geographic focus on Germany (limiting generalizability), and inability to access classified
diplomatic negotiations. Future research should test the ITEDM quantitatively across sectors, compare
AHK Iran with chambers in Turkey/India, and explore blockchain’s role in sanction-resilient trade. In
conclusion, Iran’s path to deeper economic integration with Germany—and advanced markets broadly—
hinges not on choosing between diplomacy or innovation, but on their strategic fusion. The ITEDM
offers both a diagnostic tool and an actionable roadmap for transforming geopolitical constraints into
competitive advantage.
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Export development, ITEDM model.
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