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Abstract

Export diversification is a crucial determinant of economic performance in
developing countries, promoting sustainable growth by enhancing
productivity, attracting investment, stabilizing foreign exchange earnings, and
reducing reliance on natural resources. A key strategy for promoting such
diversification is the integration of imported intermediate and capital goods.
This study examines the impact of these imports on the diversification of
Iran’s industrial exports from 2006 to 2021. Utilizing panel data for Iranian
manufacturing industries at the ISIC (Rev. 4) two-digit level, the empirical
results demonstrate that imports of both intermediate and capital goods exert
a positive and statistically significant effect on export diversification.
Specifically, a one percent increase in imports of capital and intermediate
goods is associated with a 0.001 percent and 0.008 percent increase in export
diversification, respectively. Furthermore, disaggregated sectoral analysis
reveals significant heterogeneity across industries, with the most substantial
positive impacts observed in the electrical equipment and fabricated metal
products sectors. Conversely, no significant effect is found in the tobacco,
pharmaceutical, or furniture manufacturing sectors.
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