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Introduction: This study investigates the role of “kinship network
density” as an informal economic resilience mechanism for working-
class households in Tehran facing currency shocks caused by
international sanctions.

Methodology: A survey-based study using Social Network Analysis
(SNA). 400 working-class households in Tehran, selected via multi-
stage cluster sampling. A four-part questionnaire covering
demographics, exposure to currency shocks, kinship network metrics
(degree of connection, reciprocity, tie strength, participation in
interest-free loan circles/Ghardh-al-Hasana, and access to foreign
remittances), and an economic resilience index (consumption,
healthcare, and housing). Logistic regression with interaction effects.
Findings: The research found that after controlling for variables such
as base income, education level of the household head, and housing
status, the interaction effect between “kinship network density” and
“intensity of currency shock™ is positive and statistically significant
(p<0.05p < 0.05p<0.05). Households with higher kinship network
density experienced significantly less severe declines in income during
crises. The resilience effect primarily operates through two channels:
kinship-based interest-free loan circles (Ghardh-al-Hasana) and access
to foreign remittances from relatives living abroad.

Conclusion: Kinship networks act as an “informal insurance” and a
mechanism for “consumption smoothing,” effectively buffering
working-class households against currency shocks. The authors
suggest that strengthening ‘bridging social capital”—particularly
through the support of interest-free loan institutions and kinship-based
networks—should be considered as a policy complement to direct cash
subsidies during periods of sanctions.
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Extended Abstract

Purpose

Since 2018, the Iranian economy has experienced the most severe and enduring currency shocks
in its contemporary history. Following the United States’ withdrawal from the JCPOA in May
2018 and the re-imposition of international sanctions, the exchange rate, which had maintained
relative stability around 40,000 IRR for years, crossed the thresholds of 150,000, 300,000, and
ultimately 600,000 IRR in 2023 through successive leaps. Four distinct waves of currency
depreciation occurred in the second half of 2018, early 2020, the second half of 2021, and the
2022-2023 period. Unlike previous currency fluctuations, which were often temporary and
transient, these shocks have acquired a structural and permanent nature. The present study is
limited in location to the city of Tehran. This selection is based on sound methodological
reasons: as a metropolis with the highest rate of internal migration, Tehran exhibits a specific
pattern of kinship networks (smaller, more fragmented, and atomized compared to small cities
and villages). Furthermore, the extreme socio-economic diversity across the 22 municipal
districts allows for meaningful intra-city comparisons. In terms of time, the five-year period
from 2018 to 2023 (covering four distinct currency shocks) is covered, as relative currency
stability prevailed before 2018, and data on the long-term effects had not matured sufficiently
after 2023. The target population is “all working-class households residing within the legal
boundaries of Tehran,” based on the International Standard Classification of Occupations
(ISCO) (occupational groups 4 through 9: skilled industrial and construction workers, semi-
skilled workers, sales service workers, unskilled and day laborers, and contract workers).
Households whose heads are employed in managerial, professional, or administrative jobs
(groups 1 through 3) are excluded from the study to maintain a pure analytical focus on the
working class.

Methodology

The present study was conducted using a quantitative approach and a cross-sectional survey
method. The statistical population includes all working-class households residing in Tehran. A
“working-class household” is defined based on the ISCO classification as households whose
head or primary income provider was employed in working-class occupations (occupational
groups 4 through 9) at the time of the currency shocks (2018 and 2021). The sample size was
estimated at 400 households using Cochran’s formula, selected via multi-stage cluster sampling
from Tehran’s 22 districts. Data were collected using a researcher-made questionnaire designed
in four sections: (1) basic demographic and economic information (age, education, base income
in 2017, number of members, housing status); (2) intensity of exposure to the four currency
shocks between 2018 and 2023 (by asking about income changes after each shock and
constructing a composite index from 1 to 6); (3) measuring the density of kinship networks
using Social Network Analysis (SNA), including indicators of degree of connection,
reciprocity, tie strength, participation in interest-free loan circles (Ghardh-al-Hasana), and
access to foreign remittances, which were aggregated into a “Kinship Network Density Index
(KNDI)” using PCA (range 0 to 1); (4) measuring economic resilience, comprising three
components: consumption resilience (not skipping meals), medical resilience (not postponing
doctor visits/medication), and housing resilience (not delaying rent), encoded as a binary
variable of “resilient” (if the answer to all three was “No” regarding the existence of a problem)
versus “non-resilient.” The validity of the questionnaire was confirmed using the CVR (Content
Validity Ratio) method, and its reliability was confirmed via Cronbach’s alpha (greater than 0.7
for all sections). The data were analyzed using Gephi software for Social Network Analysis and
Stata 17 for logistic regression.
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Findings

The interaction effect coefficient is positive and statistically significant
(B=0.48,p=0.012,0R=1.62\beta = 0.48, p = 0.012, OR = 1.62p=0.48,p=0.012,0R=1.62). This
finding confirms that kinship network density moderates the relationship between the intensity
of currency shocks and economic resilience. In other words, with each unit increase in kinship
network density (KNDI), the negative impact of currency shocks on the odds of household
resilience decreases by 62% (Odds Ratio = 1.62). The main research hypothesis is thus
confirmed.

1. Main Hypothesis Confirmed: Kinship network density significantly moderates the
negative impact of currency shocks on the resilience of working-class households in
Tehran (B3=0.48, OR=1.62, p=0.012\beta_3 = 0.48, OR = 1.62, p = 0.012$3=0.48,
OR=1.62, p=0.012).

2. Housing Resilience: Housing resilience proved to be the most vulnerable dimension
among working-class households (47% non-resilience).

3. KNDI Disparity: The mean KNDI in the resilient group (0.67) was significantly higher
than in the non-resilient group (0.42).

4. Key Mechanisms: Kinship-based interest-free loan circles (Ghardh-al-Hasana)
(OR=2.310R = 2.310R=2.31) and foreign remittances (OR=1.980R = 1.980R=1.98)
were the strongest channels of the moderating effect.

5. Robustness: The findings were robust to the substitution of the dependent variable.

Conclusion

The key finding of this research—a positive and statistically significant interaction effect
coefficient (KNDIXKNDI \timesKNDIx Intensity of Currency Shock) with an Odds Ratio of
1.62—confirms that kinship network density significantly mitigates the negative effect of
currency shocks on the economic resilience of Tehran’s working-class households. This finding
is directly consistent with the predictions of the risk-sharing theory in social networks
(Townsend, 1994; Fafchamps & Lund, 2003). According to this theory, in the absence of formal
insurance institutions (such as comprehensive unemployment insurance, universal health
insurance, or low-interest bank loans), households resort to informal networks—particularly
kinship networks—to share income and expenditure shocks. Our findings demonstrate that this
mechanism remains significantly effective even when facing a symmetric (aggregate) shock,
such as a currency crisis that simultaneously affects all members of the network. This point is
theoretically significant because existing literature has primarily emphasized the efficacy of
risk-sharing networks in the face of asymmetric and idiosyncratic shocks (such as droughts or
individual illnesses). The present study demonstrates that deep moral commitments within
kinship networks and disparities in members’ prior assets (such as foreign currency savings,
personal housing, or specialized skills) can provide a foundation for risk redistribution even
during public crises.
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