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Abstract:  

In the coming decades, global competition will be defined as competition over the global 

value chain. Given the importance of these issues, it is necessary to address the situation of 

Iran's economy and the global value chain, which in this article will be examined in the pe-

riod between 2007 and 2018. The present article is of descriptive-analytical research type 

and from the perspective of purpose; it is of applied research type. Accordingly, the main 

question is: What effect do Iran’s economic characteristics have on the country's position in 
the global value chain? 

The temporal hypothesis of the present question is: Focus on “domestic markets" and "re-

source-oriented" are the two main features of Iran's economy that have led to a lack of ex-

troverted outlook and put Iran's economy at the bottom of the global value chain between 

1979 and 2018. The findings show that the implementation of more than three decades of 

import substitution policy, which has caused Iranian industries and producers to focus main-

ly on the domestic market, and the extroverted view is not a priority for them; but in the cur-

rent context of the domestic and global economy, adopting an export development policy 

with a focus on participation in the global value chain can be helpful in facing its require-

ments and preconditions. 

 

Keywords: Iran's economy, Global economy, Value chain, Globalization, Domestic 

market, Resource-oriented 

 

1.Introduction 

Globalization is one of the real and promi-

nent aspects of the new world order and one 

of the most effective forces determining the 

future course of the world. This phenomenon 

has many dimensions: economic, political, 

social, cultural, environmental, security and 

so on. This concept has different meanings 

for different people, and in part this is why 

"globalization" has met with so many differ-

ent reactions. Some see it as a serious threat 
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to the world economic system, while others 

see it as an engine for global economic de-

velopment. In the meantime, the free flow of 

foreign goods and capital and the huge in-

crease in the volume of foreign capital, the 

maturity of the World Trade Organization 

and the World Bank and the International 

Monetary Fund, the development and compe-

tition between countries for the use of these 

foreign investments, has caused; To countries 

that have based their strategy on economic 

development and do not have sufficient re-

sources to implement their development 

plans to look at these foreign investments as 

an opportunity to compensate for the lack of 

domestic capital. 

Nowadays, with the joining of developing 

countries to global markets, companies in 

these countries are facing increasing competi-

tive pressure. Policies, businesses and enabl-

ing environments for participation in global 

value chains in Iran need serious considera-

tion; According to which understanding the 

current business and industrial governance 

structures without a proper understanding of 

global value chains is also useless; because 

the value chain encompasses all activities 

related to the flow of goods and the conver-

sion of materials, from the stage of prepara-

tion of the raw material to the stage of deli-

very of the final product to the consumer. In 

addition to the flow of goods, there are two 

other flows (the flow of information and the 

flow of financial resources and credits). The 

activities that make up a value chain can be 

divided into one company or between differ-

ent companies. The issue of global value 

chain has received more attention in the last 

10 to 15 years. However, the history of this 

issue in international companies goes back 

more than a century. Also, given that global 

competition in the coming decades, competi-

tion over the global value chain will be de-

fined. Given the importance of these issues, it 

is necessary to address the situation of the 

Iranian economy and the global value chain, 

which in this article examines this issue in 

the period between 2007 to 2018. The present 

article is a descriptive-analytical research 

from the perspective of purpose, since it 

seeks to solve the problem and provide solu-

tions for living and dynamic organizations; It 

is of applied research type. First, to create a 

theoretical insight of the research, the neces-

sary resources have been studied using the 

library method; and the theoretical founda-

tions of the research are formulated. And the 

indicators required for the research are ex-

tracted using different sources and then using 

data analysis, the effect of variables on each 

other (between 1979 and 2018) will be ana-

lyzed. Accordingly, the main question is: 

What effect do Iran’s economic characteris-

tics have on its position in the global value 

chain? 

The provisional hypothesis to the present 

question is; "Focus on domestic markets" and 

"resource orientation" are two key features of 

Iran's economy that have led to a lack of ex-

troversion; And has put the Iranian economy 

at the bottom of the global value chain be-

tween 1979 and 2018. 

 

1) Research literature: 

Records of research on the subject indicate 

that the issue of the global value chain has 

received more attention in the last 4 to 4 

years. This is despite the fact that this has a 

history of more than a century in internation-

al companies. Research records show that 

global value chain theory has identified four 

patterns of governance and coordination of 

relationships between value chain activities, 

which are: 

1) Market-based global value chain. 

2) Global network value chain. 
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3) Quasi-hierarchical value chain. 

4) Hierarchical value chain. 

 

Bozorgi (2016). in his study entitled "Par-

ticipation in global value chains: a new de-

velopment strategy" believes; with the ex-

pansion of international production networks 

or global value / supply chains, traditional 

strategies have more or less lost their mean-

ing and credibility since the mid-1980s. And 

now the need to go beyond the duality of im-

port substitution of export development and 

the need to integrate and participate in these 

networks and integrated or multilateral policy 

at the international level is spoken of as a 

new strategy. 

Rezaei and Yaghoubi Manzari (2016). in 

their research "The situation of Iran-Turkey 

commodity trade from the perspective of the 

global value chain", have discussed the de-

velopments of Iran-Turkey commodity trade 

in the global value chain over the past two 

decades. The results show that Turkey's in-

terest in the global value chain has increased 

due to its increasing share of world exports of 

finished products; But in exporting global 

intermediate and final goods, Iran has not 

only benefited less from the global value 

chain compared to Turkey, but has also failed 

to benefit from the global value chain com-

pared to the world average. 

Ismail Malek Akhlagh et al. (2013). in 

their research entitled "The role and position 

of promotion techniques in global value 

chains", have discussed the concepts of pro-

motion and global value chain. 

Mohammadi et al. (2017). in their re-

search "Explaining the effective components 

on structuring the value chain of creative in-

dustries in Iran" have taken a structural look 

at the creative industries and extraction and 

explaining the effective components in struc-

turing the value chain of creative industries in 

Iran. 

Xuemei Jiang and Yifang Liu (2015). in 

the article "Global Value Chain, Trade and 

Carbon: The Case of the ICT Manufacturing 

Sector" to cut the value chain and carbon 

dioxide emissions associated with the inter-

national trade of the ICT manufacturing sec-

tor; They have dealt with it as the most dy-

namic and scattered part of the world in the 

world economy. The results show that emerg-

ing economies benefit so much by engaging 

in global ICT products that advanced econo-

mies have always been major consumers and 

importers. 

Mohtarami and Tafreshi (2003). in the ar-

ticle "The effects of information technology 

on the organizational value chain" examine 

the effects and various effects of information 

technology throughout the value chain of the 

organization. Finally, by reflecting on the 

current situation of the country's organiza-

tions and paying attention to the existing ex-

periences in the world and offers suggestions 

on the requirements and investment priorities 

of domestic organizations in each of the vari-

ous aspects of information technology. 

In general, the history of research shows 

that most of the researches have only dealt 

with the issue of value chain and its role in 

economics and economic management; and 

there are gaps in the few studies that focus 

solely on the position of the Islamic Republic 

of Iran in the global value chain. 

 

2) Theoretical framework: 

2-1) Interdependence approach: 

Changes in the international system have led 

to the introduction of new liberal theories by 

theorists called the theory of interdepen-

dence, with new features, assumptions and 

principles that include more international 

developments and cooperation. Therefore, 
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this theory has some differences with the 

convergence theory, the most important of 

which are two points. 

1) The theory of interdependence is not 

purposeful while the theory of convergence is 

purposeful. 

2) Convergence theories have basically 

explained the developments of a particular 

region, while the theory of interdependence 

seeks to explain it in the international system; 

Also, this theory does not attach much impor-

tance to the issues of higher and lower poli-

tics and does not consider military security as 

the most important demand of countries 

(Dehghani Firoozabadi, 2013, pp. 44-43). 

Interdependence theorists have extended 

many approaches to regional convergence 

theory to a range of issues related to interna-

tional economic interdependence (raised in 

the 1970s). Cohen and Nye consider the 

theory of interdependence as one of the theo-

ries in international relations that has been 

proposed in order to link the two levels of 

micro and macro analysis in the study of in-

ternational relations. They tried to understand 

"world politics with explanations at the level 

of the international system", but at the same 

time they pay attention to domestic trends 

(Moshirzadeh, 2007, p. 48). 

In the late 1960s and 1970s, thinkers such 

as Edward Morse, Robert Gilpin, Robert 

Keohane, Joseph Nye, and Richard Cooper 

generally sought to address new issues of 

international affairs. They sought to demon-

strate the vulnerability of governments to 

events and developments in other countries; 

And show the impact of these vulnerabilities 

on international relations (Rosecrans and 

Alexandroff, 1977, pp. 427-431). Therefore, 

the policy of the theory of interdependence 

can be considered derived from liberal inter-

nationalism. In his book, The Economics of 

Interdependence, Richard Cooper sees inter-

dependence as the core of the international 

political economy of liberalism; and ex-

amines the problems that arose for the indu-

strialized nations of the West after World 

War II in the areas of trade, investment, and 

economic exchange (Cooper, 1968). 

 

2-2) Globalization: 

Globalization is not a new phenomenon. Un-

doubtedly, the interaction of societies is as 

old as human history. Globalization is not 

separate from the logic of systems at which 

development is central. Pre-capitalist social 

systems based on regions of economic life 

following the requirements of the reproduc-

tion of ideological political order. Capitalism 

overturns these relations. In earlier systems, 

power was the source of wealth, but in capi-

talism, wealth creates power. This apparent 

difference between the old and new social 

systems causes a significant difference be-

tween the mechanisms and effects of globali-

zation of previous eras of certain periods of 

capitalism (Amin, 2008, p. 1). 

Globalization (both theoretical and situa-

tional) covers a wide range of issues and 

therefore cannot be comprehensively defined 

and constrained. This wide range, in addition 

to the type of view and affiliation to which 

school and defining intellectual approach, 

adds to the acutely of the problem and ulti-

mately leads to a distinction between defini-

tions. To think of globalization as "interna-

tionalization," "liberalization," "universaliza-

tion," "westernization," or "de-

territorialization" is very effective in our de-

finition of this category. 

This lack of consensus on a single defini-

tion comes as some Western thinkers, such as 

Ferguson, Gary, Saul, and Rosenberg, speak 

of the end of the globalization era, as op-

posed to the likes of David Held (Held, 

2002), Anthony McGrew (Held and 
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McGrew, 1993) and Anthony Giddens (Gid-

dens, 1999) critique these views. The most 

important argument of the first group, which 

speaks of the end of the period of globaliza-

tion, is that the main premise of globaliza-

tion; That is, they consider convergence 

among members of human societies unrea-

lized. And they believe that events such as 

9/11, the energy crisis and the economic cri-

sis have shown that not only has this conver-

gence not taken place, but that conflicts have 

intensified. In contrast, the second group 

(proponents of globalization) considers this 

kind of view of globalization to be the result 

of ideological interpretations. 

Emphasis on the unprecedented increase 

in social, economic, and cultural interactions 

and interactions is another feature of most of 

the definitions of globalization offered. In 

almost all works related to globalization, the 

vast amount of communication at various 

levels and areas of the global community is 

described as part of the process. In some cas-

es, these communications are conscious and 

voluntary, and in other cases, they are un-

conscious, involuntary and inevitable. Indi-

viduals, groups, institutions, and govern-

ments may also be the founders of such ex-

tensive communications. Also, the rate of 

involvement and participation in the global 

communication network varies according to 

individuals, groups, ethnicities, countries and 

regions and continents. 

Such large-scale communications and 

trade-offs imply an increase in interdepen-

dence on the world stage, which is another 

common aspect of the definitions of globali-

zation. From this point of view, globalization 

is aimed at increasing the ties and solidarity 

between the states and societies that make up 

the modern world system. The strengthening 

of the influential factors in global networks 

and the interdependence and intensification 

of global entanglement have increased the 

scope and degree of influence of various in-

dividuals and communities located on the 

planet; And reduces the possibility of isola-

tion and exclusion from the effects of the 

global environment (McGrew, 2010, p. 23). 

Addressing the socio-cultural aspects of 

globalization, Robertson sees the process of 

globalization as far more complex as eco-

nomics-based theories can describe and ex-

plain. Thus, in his theory, the world system 

has a very sub-position and emphasizes the 

element of consciousness (Friedman, 1998, p. 

196). Accordingly, Robertson offers two as-

pects of globalization that include both the 

objective aspect of globalization and its sub-

jective aspect. According to him, globaliza-

tion is a concept focused on the compactness 

of the world and the intensification and in-

crease of awareness of it as a whole. The 

present recognizes the entanglement and in-

terdependence at the global level, but at the 

same time goes beyond that stage, emphasiz-

ing the element of consciousness. In fact, the 

prominence and distinguishing feature of his 

definition and theory stems from such em-

phasis (Robertson and Khondker, 1998, p. 

28). 

Opponents of globalization generally ig-

nore its benefits. But globalization advocates 

do not look beyond them. For them, globali-

zation, which is typically synonymous with 

the acceptance of successful American-style 

capitalism, is progress in itself. And develop-

ing countries, if they want to grow and fight 

poverty effectively, must accept it (Stiglitz, 

2003, p. 27). Globalization has clearly shown 

that it is a challenging phenomenon. Its di-

mensions encompass the realm of many clas-

sical concepts such as order, government, 

authority, sovereignty, culture, identity and 

security, and provide the basis for their rein-

terpretation and redefinition. 

41 



                                                                           The State of Iran's Economy in the Global Value Chain (1979 – 2018) 

  

That a number of multinational corpora-

tions today are exerting power over the 

process of economic production, and this is 

thought to have originated from globaliza-

tion; In itself, it sends opponents of these 

companies and their policies into opposition 

to globalization. 

Discussions in favor of globalization sug-

gest that we live in an age in which economic 

interdependence is more profound; Informa-

tion technology and revolution play an im-

portant role in disseminating knowledge and 

ideas and in this process, these developments 

provide the necessary material infrastructure 

to strengthen social interdependence. In addi-

tion, globalization seems to be on track de-

spite all the opposition that is or will be, and 

some international issues can only delay it. 

 

3) Expansion of global value chains: 

Global value chains, global supply chains, 

international or global production networks, 

trade in value-added, trade in tasks, produc-

tion sharing, production fragmentation, out-

sourcing, off shoring, vertical integration, 

vertical specialization. Some of these terms 

may be used interchangeably, but many au-

thors have distinguished between these terms 

to rely on some features of co-production 

structures. However, in these writings, there 

is no consensus on the meanings of these 

terms, and overall, their essence is the inter-

national co-production (Park and et al, 2013, 

p. 12). International production and supply 

networks combine such diverse policy areas 

as commodity trading, the purchase and sale 

of services, and intellectual property rights; 

which have made international coordination 

in these areas very necessary. And so in the 

last few decades we have seen a rapid in-

crease in multilateral (global) trade organiza-

tions and regions with vast capabilities. It is 

now said that any discussion of trade and in-

vestment policies that ignores the centrality 

of global value chains is invalid (Elms and 

Low, 2013, p. 14). 

Global value chains, once more restricted 

to developed countries, are increasingly ex-

tended to developing countries. Previously, 

these chains covered only a few economic 

sectors of countries, most of them developed 

countries, and the participation of developing 

countries in those chains was small and li-

mited to user processes. Since the 1990s, the 

reduction in the cost of international trade 

due to trade liberalization, technological ad-

vances, improved support and transportation 

management, as well as the increasing indus-

trial capacity of developing countries, has led 

to a further fragmentation of global supply 

chains. And gradually integrate developing 

countries into manufacturing networks. 

The global value chain includes emerging 

and developing countries. The whole process 

of producing goods, from raw materials to 

final products, takes place dramatically in 

some places; where the necessary skills and 

raw materials and intermediaries are availa-

ble at a cost and quality that can compete 

with other alternatives. Services, meanwhile, 

not only connect global value chain links, for 

example through transportation; rather, it 

helps companies create more added value in 

their products and make their products more 

competitive with their competitors. For de-

veloping countries, the flow of trade, invest-

ment and knowledge that underlies the global 

value chain can create a mechanism for rapid 

learning, innovation and technology updates 

in these countries (Lall, 2000, p. 337). 

Developing countries that are heavily 

connected to the global value chain, improv-

ing their business process sometimes creates 

opportunities for the growth of their export 

sectors and firms. In other words, the global 

value chain causes the business process to be 
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exported to all countries of the world, includ-

ing developing countries (Ketels and Meme-

dovic, 2008, pp. 376-377). As developing 

countries 'links to the global value chain im-

prove, so do their firms' domestic markets. 

This benefit is due to the fact that domestic 

companies, due to their country's entry into 

the global value chain, have access to foreign 

intermediary institutions that may have better 

quality and price compared to domestic insti-

tutions. 

Over the past decade, global production 

has continued to rise but trade has fallen by 

6.5 percent. This decline does not indicate 

trade disputes or the impending slowdown in 

economic growth, but rather healthy econom-

ic development in China, India and other 

emerging Asian countries. In other words, as 

consumption increases, most of what is made 

in these countries is now sold inside these 

countries instead of being exported to the 

West. Over the past decade, China has nearly 

tripled its production of consumer goods, 

from $ 1.3 trillion to $ 8.8 trillion. Mean-

while, China's share of net exports fell sharp-

ly from 5.15 percent to 3.8 percent. India has 

also exported a smaller share of its produc-

tion. This means that more goods are con-

sumed domestically. In addition, emerging 

economies in the region create new industrial 

capabilities that lead to more advanced prod-

ucts (Tonby and et al, 2019, p. 3). 

China is climbing the ladder of the global 

value chain, and other countries around Asia 

are replacing China. Vietnam in particular 

has become a major manufacturing hub for 

the export of consumer products. The country 

has attracted a huge flood of foreign invest-

ment in new fields to cities like Hai Phong. 

In addition to Hai Phong in Vietnam, Ho Chi 

Minh City in Vietnam, Bekasi in Indonesia 

and Xi'an in China are growing electronics 

manufacturers. As new countries take on new 

roles in the industrial value chain, a new set 

of cities will benefit from capital inflows. In-

vesting in factories leads to new roads, new 

jobs and urbanization. Most of the capital in 

Vietnam comes from South Korea and Japan. 

These new production centers not only promise 

the emergence of emerging Asian countries, but 

also promise a more relevant region with joint 

ventures (Tonby and et al, 2019, p. 7). 

 

 
Figure 1) the share of the global value chain in world trade between 1970 and 2015 as a percentage 

(World Bank, 2020, 19) 

 

Figure 1 shows that the global value chain 

has grown on average from 1970 to 2008. 

This growth has stopped from 2008, when 

the economic crisis began until 2015. 

 

4) Interdependence in the global value 

chain: 

Today, international trade has made it 

possible to purchase products on a large 
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scale. Since production and consumption of-

ten take place at great geographical distances; 

the expansion of the business paradigm of 

tasks and the possibility of division and dis-

persion of activities between different com-

panies located in geographical areas of the 

world, has led to the creation of global value 

chains. Increasing global competition, short-

ening the product life cycle and barriers to 

entry for many industries require continued 

innovation and increased efficiency through 

entry into the value chain (Abonyi, 2007, pp. 

2-3). There are two ways for local companies 

to participate in the global economy; the first 

way is to be on the "post road"; which actual-

ly means competing in global markets at the 

lowest cost, producing standard, tax-free 

goods. The second way is to be on the "high 

road"; this makes competition possible 

through upgrades in process, product, and 

tasks, and requires more costs. In developed 

countries, companies face new competitors in 

global markets that these companies and in-

dustries must increase value in products, 

processes or distribution systems in order to 

be competitive; all of which themselves re-

quire significant investment (Chaminade and 

Vang, 2008, pp. 65-66). 

Three factors explain the changes in the 

global value chain: 

1. Growth of consumption share of 

emerging markets 

2. Reducing the dependence of emerging 

economies on imports of goods and interme-

diate inputs due to the creation of inclusive 

domestic supply chains 

3. The impact of new technologies on the 

transformation of global value chains. New 

generation technologies such as digital plat-

forms, block chain technology, IoT, automa-

tion and artificial intelligence have changed 

the way logistics, production methods, and 

products are produced. Also, the flow of 

cross-border data exchange in global value 

chains has become (Lund and et al, 2019: 

p.1). 

The global value chain has profound and 

far-reaching implications for global interde-

pendence, some of which, especially for poli-

cy-making, include: 

1. Increasing interdependence in interna-

tional production through global value chains 

indicates an increase in interdependence in 

policy-making. In this situation, international 

cooperation requires policy-making with a 

comprehensive and integrated approach. 

2. The arrangement and supply of supply 

chain needs shows that markets can no longer 

be considered as separate as in the past. Mar-

kets are complementary, and whatever affects 

supply and demand in one market will affect 

other markets. 

3. The participatory and group nature of 

global value chains doubles the impact of a 

country's upstream policy on the supply 

chain, as goods and services move from dif-

ferent realms to the lower echelons. This is 

one of the important dynamic consequences 

of interdependence in policy making. 

4. In the context of global value chains, 

the cost of protectionism is higher. The high-

er the foreign content of a country's exports, 

the greater the double impact. 

The global value chain strengthens eco-

nomic ties between countries. In fact, instead 

of selling the final goods separately, coun-

tries compete with the same customers, 

which is increasingly connected through rigid 

production links; It connects them to a com-

mon destiny. This international interdepen-

dence, meaning the political and economic 

conditions of a country, affects business part-

ners, and as a result, the benefits of interna-

tional coordination (and the costs of non-

coordination) have increased (World Bank, 

2020, p. 103). 
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Applied Tariffs, Developed Countries (Left Axis) 

Applied Tariffs, Developing Countries (Left Axis) 

WTO member countries (right axis) 

Regional Trade Agreements in effect since 2019 (right axis) 

Figure 2: Tariff Reduction Multilateral and Regional Trade Agreements between 1948 and 

2016 (World Bank, 2020, p. 21) 

 

5. Multiple crossings within global value 

chains increase the importance of trade facili-

tation. Studies by the Organization for Eco-

nomic Co-operation and Development 

(OECD) show that trade facilitation can ben-

efit all countries (exporters and importers); 

And increase their access to production in-

puts and their participation in global value 

chains (Elms and Low, 2013, p. 17). 

 

5) Review of Iran's economy 2018-1979: 

Comparison of world GDP in the last 40 

years with Iran's GDP shows that during this 

period, the world's GDP has increased about 

10 times, while Iran's GDP has grown only 5 

times. During the same period, the world 

 

average per capita income has increased six 

fold, while Iran's per capita income has in-

creased only 2.5 times forty years ago. This 

comparison shows that Iran's total economy 

has grown less than half of the world average 

over the past four decades. Meanwhile, Iran's 

per capita income growth has been nearly 

three times lower than the world average per 

capita income growth. The value of Iran's 

GDP in 1392 was 368.90 billion dollars. The 

value of Iran's GDP represents 0.60% of the 

world economy. Iran's average GDP from 

(1965) to (2013) was 137.51 billion dollars. 

The highest gross domestic product was $ 

528.43 billion in 2011 and the lowest in 1965 

was $ 6.15 billion. 

 

 
Figure 3) the trend of changes in Iran's GDP between 1984 and 2014 

(www.tradingeconomics.com, 2019) 
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Table 1. 

Forecast of Iran's GDP by 2050 

Forecast Real 

The first 

three 

months of 

2015 

The 

second 

three 

months of 

2015 

The third 

three 

months of 

2015 

The forth 

three 

months of 

2015 

2020 2030 2050 Unit 

GDP 217 186 156 125 125 528 534 555 
Billion 

Dollars 

 

Table 2. 

 Forecast of Iran's inflation rate until 2050 

Forecast Real 

The first 

three 

months of 

2015 

The 

second 

three 

months of 

2015 

The third 

three 

months of 

2015 

The forth 

three 

months of 

2015 

2020 2030 2050 Unit 

Inflation 16.16 17.91 16.09 5.34 5.34 4.38 4.52 4.52 Percent 

 

Table 3. 

 Predicting Iran's Unemployment Rate by 2050 (www.tradingeconomics.com, 2019) 

Forecast Real 

The first 

three 

months 

of 2015 

The 

second 

three 

months 

of 2015 

The 

third 

three 

months 

of 2015 

The 

forth 

three 

months 

of 2015 

2020 2030 2050 Unit 

Unemployment 

rate 
10.58 11.22 10.4 10.21 10.21 10.14 10.14 10.14 Percent 

 

If we compare Iran's economy during 

these four decades with Iran's neighbor, Tur-

key; We must say that while Iran's GDP was 

higher in this country forty years ago (Iran's 

GDP was more than $ 90 billion, Turkey's 

GDP was $ 89 billion); Turkey's economy is 

now more than twice as large as Iran's. Over 

the past four decades, Iran's per capita income 

has almost doubled at current prices. During 

the same period, per capita income in Turkey 

has increased 6 times and increased from $ 

1820 to $ 10940 (Behzadi, 2019, p. 3). 

Turkey's current account was relatively 

balanced until 2000, and in 2015, the country 

was fully integrated into the global value 

chain; and its share of foreign value added in 

 

exports reached 30 percent (almost 10 per-

cent higher than the global average). But be-

tween 2015 and 2018, the real effective ex-

change rate fell by 25 percent. And such a 

big move has only taken place with an aver-

age growth of 5% in exports (much slower 

than the growth of world exports, which was 

8% in the same period); and 11% growth in 

imports (Knight and et al, 2019, p. 32). 

The Turkish government has achieved 

significant success in achieving development 

through extensive reforms in political, eco-

nomic and legal policies such as privatiza-

tion, greater engagement in foreign relations 

and the attraction of capital through it, align 

with the global economy and bring its domes-
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tic laws in line with EU law, thus increasing 

the transparency of government activities and 

reducing corruption, Rational planning for 

development as well as alignment of various 

government policies for development and 

with the aim of development. 

According to Figure 4, which deals with 

the share of Iran and Turkey in the total ex-

ports of the world’s final goods during the 
two decades 2015-1994; it shows that Iran’s 
share decreased from 0.6% in 1994 to less 

than 0.20% in 2015; while this share has been 

on the rise for Turkey over the past two dec-

ades; So that it increased from 0.3% to about 

0.9%. In 1994, Iran exported about $ 1.4 bil-

lion worth of these products, which grew by 

about 1.4 percent to $ 1.8 billion. Turkey also 

exported $ 7.9 billion at the beginning of the 

period, rising 11.9 percent to $ 84 billion at 

the end of the period. It should also be noted 

that the export of final goods in the world 

during the same period grew by an average of 

seven percent per year (compared to the 

growth rate of 1.4 percent in exports of Iran). 

As a result, it can be seen that during 1994-

2015, Iran's share in the export of these goods 

decreased and Turkey's share increased. 

 

 
Figure 4) the share of Iran and Turkey in the export of final goods (consumer and capital) of the 

world between 2015-1994 (World Bank, 2018) 

 

In addition to Turkey, the situation in Iran 

can be compared with other countries in 

terms of the type of export products. Canada 

and Saudi Arabia are two countries with nat-

ural resources. Canada is a developed country 

and Saudi Arabia is an oil-rich country. Chi-

na is also an emerging country that plays a 

significant role in world trade and is one of 

the important players in the global value 

chain. Canada, China and Saudi Arabia ac-

counted for 2.8%, 5.5% and 0.8% of total 

global intermediate goods exports in 1994, 

respectively; which in 2015 reached 2.2, 11.3 

and 1.1 percent. Canada's share of global ex-

ports of finished goods has been declining

 

 since 1994-94; This means that the export of 

the final products of this country has not kept 

pace with the world average during this pe-

riod; But this share has grown for China and 

Saudi Arabia; Especially for China, where 

this share has more than doubled (Rezaei and 

Yaghoubi Manzari, 2016, p. 36). 

Saudi Arabia, which is an oil country like 

Iran, has increased its share of exports of fi-

nal goods such as its share of global interme-

diate goods exports. Its share of exports of 

final goods has almost doubled on average 

during the period 1994-1994, and is more 

than its increase in exports of intermediate 

goods during the same period; In general, it 
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can be seen that Saudi Arabia has been able 

to improve its position in global exports (its 

share of total global exports of intermediate 

and final goods has improved) (Rezaei and 

Yaghoubi Manzari, 2016, pp. 37-36). 

In Iran, despite the fact that the deepening 

of industrial exports based on comparative 

advantage has been on the government's 

agenda since the implementation of the Third 

Development Plan, there has been no funda-

mental change in high value-added exports. 

The share of exports of raw materials and 

raw materials from the total exports of the 

country during the last 15 years is a constant 

figure between 50 and 60%, which has not 

changed significantly. It seems that the im-

plementation of more than three decades of 

import substitution policy, which has made 

Iranian industries and producers mainly fo-

cused on the domestic market and the extro-

verted view is not a priority for them, will not 

be a better performance for the country's 

economy. Also, the resource-oriented nature 

of Iran's economy has caused Iranian indus-

tries to be mainly at the bottom of the global 

value chain, so the deepening of industrial 

exports will not happen with the continuation 

of the current trend. Therefore, with a better 

understanding of the structure of global value 

chains and a change in the introverted ap-

proach in Iranian firms, we must move in the 

direction of producing higher value-added 

goods and services domestically. In this re-

gard, adopting an export development policy 

with a focus on participation in the global 

value chain can be a solution, which of 

course has requirements and preconditions. 

In this context, despite the geographical loca-

tion, market size, cheap natural resources, 

quality and costs of factors of production, 

skilled labor and relatively suitable business 

environment, which are important factors that 

can help a country enter the global value 

chain; However, the challenges of developing 

countries' participation in global value 

chains, such as Iran, are more than import 

restrictions or liberalization; The manage-

ment of relations between leading foreign 

firms and domestic firms present in the lower 

links of the value chain is aimed at promoting 

industry and raising their position in the 

chain (Kamali Ardakani, 2019, pp. 1-2). 

 

6) The importance of linking Iran's economy 

with the world economy: 

From 1995 to 2007, trade grew in almost all 

global value chains. Recently, the intensity of 

trade (i.e. the ratio of gross exports to gross 

production) has decreased in almost all value 

chains of manufactured goods. Trade is still 

growing in absolute terms, but the share of 

world production has fallen from 28.1% in 

2007 to 22.5% in 2017. Trade volume growth 

has also slowed. Between 1990 and 2007, 

global trade volume grew on average 2.1 

times faster than real GDP, but since 2011 it 

has grown only 1.1 times faster than average 

real GDP. Reducing the intensity of trade, 

especially in the most complex and tradable 

value chains, does not indicate a failure in 

globalization; Rather, it reflects the develop-

ment of China and other emerging economies 

that currently consume more than they pro-

duce (Lund and et al, 2019, p. 5). 
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Table 4. 

 Changes in the intensity of trade in global value chains by commodity groups (McKinsey Global Insti-

tute analysis, 2019, p. 6) 

Changes in the intensity of trade in global value chains by commodity groups 

Group Value Chain 
Trade inten-

sity of 2017 

Changing of Trade intensity 

2000 to 2007 2007 to 2017 

Global innovations 

Chemical 27.4 7.8 -5.5 

Transportation equipment 38 11 -6.2 

Car 29.1 8.9 -7.9 

Electric machines 27.9 6.2 -8.3 

Equipment and machinery 29.5 7.3 -8.9 

Computers and electronics 43.8 13 -12.4 

Labor-based goods 
Furniture and other products 24.2 7.3 -0.8 

Textiles and clothing 27.3 8.2 10.3 

Regional processing 

Paper and printing 15.6 3.7 0.3 

Made of metal products 17.8 5.5 -0.6 

Rubber and plastic 22.8 7.6 -0.9 

Food and beverage 12.7 2.4 -0.9 

Glass, cement, ceramics 8.7 2.2 -3.2 

Resource-based goods 

Agriculture 8.4 0.6 -0.7 

Energy 20.6 7.4 -1.2 

Basic metals 19.6 5.1 -6.2 

Mining 25 11.4 -14.4 

Labor-based services 

 

Wholesale and retail 10.7 3.5 2.4 

Health and medicine 0.5 0 0.1 

Shipping and storage 14.6 1.7 2.5 

Knowledge-based ser-

vices 

IT services 18.4 5.6 4.9 

Professional Services 9.8 0.3 0.1 

Financial intermediation 3.6 3.6 -0.8 

 

Countries trade in the global value chain, 

with countries with higher levels of produc-

tion producing more value-added products. 

Countries with a lower level of development 

export low-value raw materials and interme-

diate goods, and countries with a higher level 

of development export capital and consumer 

products or high value-added intermediate 

goods. 

Iran is a country that has metallic and 

non-metallic minerals, including fuel miner-

als. This feature is a great advantage for Iran. 

From the perspective of the global value 

chain, since the beginning of all global chains 

begins with the exploration and extraction 

 

sector; there will be no global value chain in 

the world without mining activities, while the 

activities of these sectors have little depen-

dence on imported inputs (UNCTAD, 2013). 

The export of minerals is considered a kind 

of sale of raw materials and more processing 

of these minerals will bring more profit. For a 

country like Iran, the development of mining 

industries, including downstream oil and gas 

industries, as well as downstream industries 

that demand mineral products, along with the 

expansion of exploration and extraction sec-

tors, brings more benefits to Iran. 

The issue of integration with the global 

economy and the effective and active pres-
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ence of international organizations and insti-

tutions in the current conditions of the inter-

national economic system is not an option 

among several alternatives, but is a kind of 

inevitable choice. In the field of domestic 

macroeconomics, integration requires and at 

the same time reduces many administrative 

controls, approving managements and non-

market allocations. Convergence of produc-

tion facilities and activities of the real sector 

of the economy to maintain the scope of ex-

ternal competitiveness, basing on accepted 

international standards and criteria and, of 

course, facilitating the activity of commodity 

and financial markets are other achievements 

of this process (Broome, 2010, p. 41). 

Some economic analysts believe that the 

next destinations for international investment 

after the BRICS countries are Turkey, India, 

Nigeria, Mexico, Vietnam, the Philippines, 

Pakistan, Indonesia, Bangladesh, South Ko-

rea, as well as Iran. These 11 countries are 

known as Group 11 and their selection crite-

ria are rapid population growth, high con-

sumption growth, increasing average income 

and appropriate industrial capacity. The 

member countries of this group differ in 

terms of macroeconomic stability, political 

maturity, degree of economic openness, type 

of investment and trade policies, and quality 

of education; They can be classified into 

three groups: developing (Iran, Nigeria, Pa-

kistan, Bangladesh), newly industrialized 

(Turkey, India, Indonesia, Mexico, Vietnam, 

Philippines) and developed (South Korea). 

Meanwhile, Iran has a high and educated 

population, relatively good economic and 

production infrastructure, and due to its re-

moteness from the global economy, it can 

become the largest economy with growth 

capacity. Staying away from the global econ-

omy and relying on finite oil revenues has 

weakened the competitive production infra-

structure and the lack of domestic and foreign 

investment in the country's economy and has 

played a role at the lowest level of the global 

production and trade chain. It seems that 

Iran's presence in the Asian region is a great 

opportunity to take advantage of the econom-

ic benefits of these countries in order to make 

the country's economy competitive and pro-

mote Iran's position in the global value chain 

(Tehrani, 2019, p. 7). 

In the current context of the global econ-

omy, the international fragmentation of dif-

ferent processes and stages of production in 

the form of global value chains gives more op-

portunities to developing countries and even 

countries with the least degree of development; 

To enter a stage or level of the global value 

chain based on their relative resources and ad-

vantages, including cheap labor, and to gradual-

ly strive to rise to higher levels. 

But it must be said that participation in the 

global value chain brings not only opportuni-

ties but also challenges. The benefits of 

"climbing the global value chain" are not 

evenly distributed. Large, professional, high-

tech companies with diversified export mar-

kets and skilled workers benefit from more 

formal contracts. The global value chain is 

important in developing societies, and there 

is still debate as to whether it is a framework 

for advancing neoliberal goals or pro-poor. In 

fact, both arguments are valid. While the ex-

plosion of inter-firm trade in intermediate 

products and "trade in labor" has changed the 

way we view global competition and trade; 

Global value chain researchers have designed 

a new development plan by identifying the 

risks and opportunities associated with partic-

ipation in the global value chain, and assess 

how social and economic progress in devel-

oping economies (Liu, 2014, p. 16). 

Iran's economy has a high potential to be 

included in global supply chains in various 
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sectors, provided that the place of entry into 

global supply chains is properly identified. It 

is possible to use this potential to reach high-

er segments of the global supply chain and 

only distance oneself from being a supplier of 

raw materials. 

 

Conclusion: 

With the deepening globalization and in-

crease of trade, the countries of the world, 

based on their comparative advantage, pro-

duce and trade products that enter the product 

creation chain in the global arena, which is 

called the global value chain. The chain starts 

with raw materials and ends with consumer 

goods, capital goods and final services. In the 

current context of the global economy, the 

international fragmentation of different 

processes and stages of production in the 

form of global value chains gives more op-

portunities to developing countries and even 

countries with the least degree of develop-

ment; To enter a stage or level of the global 

value chain based on their relative resources 

and advantages, including cheap labor, and to 

gradually strive to rise to higher levels. A 

developing country like Iran must engage 

with leading companies in the global value 

chain (transnational corporations). Imple-

mentation of more than three decades of im-

port substitution policy, which has made Ira-

nian industries and producers mainly focused 

on the domestic market and the extroverted 

view is not a priority for them; However, in 

the current situation of the domestic and 

global economy, the adoption of an export 

development policy with a focus on partici-

pation in the global value chain by observing 

its requirements and preconditions can be a 

way forward. In view of the above, the fol-

lowing strategies are recommended to streng-

then Iran's presence in the global value chain: 

- Deeper political-economic connection 

with the world economic system 

- Improving productivity by equipping 

the resources needed for investment 

- Management of labor markets, money 

and capital 

- Reforming the banking system 

- Transparency of business environment 

and elimination of rents and equal 

opportunities 

- Gradual liberalization of imports 

- Encourage foreign direct investment 

- Establishing a floating exchange rate 

system in order to curb inflation 

- Strengthening democracy and religious 

democracy. 
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