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Abstract

This study investigates the decomposition of value-added in Iran’s
gross exports with a focus on its trade relations with key global
economic groups, particularly BRICS and Shanghai Cooperation
Organization (SCO) member countries. To achieve this, four major

decomposition methods are applied, namely those proposed by
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Koopman et al. (2014), Wang et al. (2013), Miroudot and Ye (2021),
and Borin and Mancini (2023). The study emphasizes the Borin and
Mancini (2023) framework, which is source-based and exporter-
oriented. By incorporating Iran into the 2016 Inter-Country Input-
Output (ICIO) database through national input-output data, this paper
offers an empirical analysis of Iran’s integration in global value chains
(GVCs). The results highlight that Iran’s participation in GVCs is

extremely limited, both in upstream and downstream linkages.

Introduction

Since the 1990s, global trade has increasingly been structured around
global value chains, where intermediate and final goods cross borders
multiple times. Traditional trade statistics are insufficient in capturing
the true economic contributions of each country within these chains
due to double counting. This issue is particularly relevant for Iran,
where understanding the sources and destinations of value-added is
crucial for policy design. By leveraging inter-country input-output
(ICIO) data, this study examines Iran’s export value-added structure

and its relation to major global economic blocs.

Methodology

The paper utilizes the 2016 ICIO table, augmented to include Iran,
which provides a detailed 42x42 sector-country matrix. Value-added
decomposition is conducted wusing four distinct frameworks,
differentiating between domestic value-added (DVA), foreign value-
added (FVA), returned value-added (RVA), and double-counted
components (DDC and FDC). Emphasis is placed on Borin and
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Mancini’s (2023) source-based decomposition, using the Exvatools

package and bilateral trade flow analysis.

Results and Discussion

Iran’s total gross exports in 2016 amounted to $97.3 billion, of which
88.9% was domestic value-added and 11.1% was foreign value-added.
The VAX (exported and absorbed domestic value-added) component
accounted for 88.6% of exports, while the returned value-added
(RVA) was just 0.2%. In comparison with BRICS and SCO countries,
Iran’s foreign value-added content was significantly lower, suggesting
weak upstream integration. Similarly, the double-counted content
(DDC and FDC) was minimal, indicating limited engagement in
multistage international production processes. Iran’s major trading
partners absorb the majority of its exported value-added, while very
little is returned or cycled through multiple stages. Furthermore,
import-side decomposition showed that most of Iran’s imports are

final goods rather than intermediate inputs.

Conclusion

The findings confirm Iran’s marginal role in global value chains, with
high reliance on domestic inputs and minimal participation in cross-
border production fragmentation. This limited integration was more
pronounced when compared to countries like China, Korea, and
Turkey. To enhance Iran’s role in GVCs, policy measures should
focus on reducing dependence on imports of final goods, boosting
intermediate goods production, and fostering industrial linkages with

BRICS and SCO countries. Incorporating such insights into trade and
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industrial policy could help mitigate vulnerability to external shocks

and promote sustainable economic growth.

Keywords: value added, gross exports, inter-country input-output

tables, Iran
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Row

Country
Australia
Austria
Belgium
Canada
Chile
Colombia
Costa Rica
Czech Republic
Denmark
Estonia
Finland
France
Germany
Greece
Hungary
Iceland
Ireland
Israel
Italy
Japan
South Korea
Latvia

Lithuania

Code Row
AUS 37
AUT 38
BEL 39
CAN 40
CHL 41
COL 42
CRI 43
CZE 44
DNK 45
EST 46
FIN 47
FRA 48
DEU 49
GRC 50
HUN 51
ISL 52
IRL 53
ISR 54
ITA 55
JPN 56
KOR 57
LVA 58
LTU 59

Country

United Kingdom

United States of
America

Argentina
Brazil
Brunei

Bulgaria

Cambodia
China
Croatia
Cyprus

India
Indonesia
Hong Kong
Kazakhstan
Laos

Malaysia

Malta
Morocco
Myanmar

Peru
Philippines
Romania

Russia

wﬁ:

Ol pl Bld LY\ L ICIO Jgd> slajy s Cd Al J gl

Code
GBR

USA

ARG
BRA
BRN
BGR
KHM
CHN
HRV
CYP
IND
IDN
HKG
KAZ
LAO
MYS
MLT
MAR
MMR
PER
PHL
ROU
RUS
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Al Jgd> asls!
Row Country (O[S Row Country Code
24 Luxembourg LUX 60 Saudi Arabia SAU
25 Mexico MEX 61 Singapore SGP
26 Netherlands NLD 62 South Africa ZAF
27 New Zealand NZL 63 Taiwan TWN
28 Norway NOR 64 Thailand THA
29 Poland POL 65 Tunisia TUN
30 Portugal PRT 66 Vietnam VNM
31 Slovakia SVK 67 Iran IRN
32 Slovenia SVN 68 Restofhe Row
33 Spain ESP 69 Mexico 1
34 Sweden SWE 70 Mexico 2
35 Switzerland CHE 71 China 1
36 Turkey TUR 72 China 2
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