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Abstract

The purpose of this research is to investigate the effects of the intensity of industrialization in the short and
long term on the incomes caused by import tariffs in Iran, with the structural vector autoregression (SVAR)
approach in the period of 1991-2020. For this purpose, a system of equations consisting of the share of the
added value of advanced and medium technology industries from the added value of the entire industry, the
share of the added value of the country's industry in the gross domestic product, the average tariff rate, the
exchange relationship, trade liberalization and the price index of imported goods has been defined.

The results show that in the short term, the most effect was caused by the price index of imported goods, and
in the long term, the average tariff rate had the greatest effect on the incomes caused by the import tariff. An
increase in the price index of imported goods and the tariff rate can have adverse effects on the intensity of
industrialization and consequently on the government's income from import tariffs.

The government can reduce the intensity of import demand by providing expansionary financial policies and
reducing the tariff rate. On the other hand, by increasing imports, the government's income from import tariffs will
increase and consequently, the intensity of industrialization in Iran will increase, which can lead to an increase
industrial export and foreign currency entry into the country.

JEL Classification: 025, L98, L52, F38, F13
Keywords: Customs revenues, imports, tariff rates, Industrialization intensity index, structural vector regression
approach.

Extended Abstract
1. Introduction

In the current world of competition and global trade, industrialized countries are trying to maintain leadership
in technology and innovation, and developing countries are trying to achieve them, while less developed
countries are trying to take measures. have the potential to lead to structural changes and promotion of
industrialization in them, therefore it seems necessary to determine a standard for estimating the industrial
performance of all countries regardless of their level of development (Safdari, 2019).

The debate on how to formulate and present the tariff rate of imported goods through increasing or decreasing
tariffs and its role in economic development and supporting domestic industrial production has long been
discussed in Iran's economy, and there are many supporters and opponents among experts in various fields. He
has had economists, government managers and academic experts (Mahmoodi et al, 2020).

The innovation used in this research is the use of the industrialization intensity index and the resulting shock
on customs revenues based on the structural self-regression model, since there is no case of Iran's
industrialization and its relationship with the government in the studies conducted. Therefore, in terms of theory,
methodology and the statistical community of this research, innovation is defined in the field of economics.
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In this research, an attempt is made to examine the theoretical foundations in this field and its effects on
customs revenues by relying on economic factors that are strongly related to industrialization and international
trade.

2. Method

In this research, the effects of the impulse to increase the customs revenues resulting from the import
industrial tariff of the model model (Svar) are investigated in the short and long term. The research data is
annual from 1991 to 2020. The reason for choices is in a self-explanatory model with a structural econometric
model, which is based on behavioral differences. In structural econometric models, the structure of each
equation includes items that are defined as determinants of the dependent variable based on theoretical
foundations. While in the pattern of  explaining what is important, impulse checking is a variation on other
items.

For this purpose, a system of equations consisting of the share of the added value of industries with advanced
and medium technology from the added value of the entire industry, the share of the added value of the
country's industry in the gross domestic product, the average tariff rate, the exchange relationship, trade
liberalization and the price index of imported goods has been defined. Based on that, the effects of one
variable's impulse on other variables and structural impulses can be identified.

The unit root test of the model has been performed through the generalized Dickey-Fuller unit root test (ADF).
The results show that all several studies are valid with first-order differentiation. As a result, there is no possibility
of regression and problems surrounding it in future estimations, and these changes can be used in model
estimation.

In a var system, in order for the residuals of the equations to have proper conditions, the length of the interval
should be chosen optimally. To achieve long-term equilibrium, it is necessary for the system to be stable. The
system will be stable when the absolute value of the roots is less than one and is located inside the circle with a
radius of one, otherwise the results of the standard error impulse reaction will not be valid.

3. Findings

The estimation results of the model indicate that the momentum caused by the value-added share of advanced
and medium technology industries from the value-added of the entire industry in the long term will increase
customs revenues, because Iran's industries are highly dependent on the import of intermediate goods and They
have capital with advanced and medium technology, which increases the demand of industrial enterprises in this
regard, which leads to an increase in customs revenues, which is more intense in the long term than in the short
term.

The impulse caused by the average tariff rate in the long term has had the most significant effects on customs
revenues, the increase in customs tariffs is not necessarily associated with the increase in customs revenues,
because the elasticity of import demand has an inverse relationship with the increase in tariffs, and this is
discussed in detail. It has also been true in the long term, while in the short term, due to the stickiness of prices
and the decisions of economic enterprises, there has been less reaction to the elasticity of import demand and it
has had the least effects on customs revenues.

The momentum caused by the exchange relationship in the long term has also caused a decrease in customs
revenues, the increase in exports will lead to an increase in the exchange relationship and ultimately a decrease
in customs revenues. While in the short-term, the said momentum has been positive in all periods, as a result, in
the short-term, the momentum of the exchange relationship has a direct relationship with customs revenues, and
in the long-term, it has the opposite relationship.

The momentum caused by trade liberalization in the long term has been associated with positive and negative
fluctuations, while in the short term it has had positive effects on customs revenues, the effects of economic
sanctions in this sector can be significant, as the amount of imports in The country's exports decreased during
the period of sanctions, as a result of which the customs revenues decrease accordingly. In this way, it can be
concluded that trade liberalization in the short term due to the temporary increase of imports compared to
exports in Iran and the incomes resulting from the imposition of tariffs on imports has increased customs
revenues, while in the long term due to the increase in the country's export capacity, it has an impact It did not
affect customs revenues.

The impulse caused by the price index of imported goods on customs revenues has not experienced positive
and negative fluctuations in the long term and has not had significant effects on customs revenues, while in the
short term it has had the most negative intensity and impulse. Due to the fact that during economic sanctions
and bypassing the obstacles that lead to the creation of middlemen for the purpose of importing goods, the cost



price of imported goods has also increased, as a result of which we face an increase in the price index of
imported goods. Therefore, the tariff rate of the goods will increase, hence the elasticity of import demand will
increase, imports will decrease, as a result, we will also face a decrease in customs revenues.

4. Results

The evidence in this research shows that the intensity of industrialization in Iran can increase the government's
income due to the import tariff, therefore, by increasing the price index of imported goods, the tariff rate and
taking into account the devaluation of the national currency, the elasticity of import demand increases. It is an
important factor in this direction, also economic sanctions play a key role in this area and can increase the
government's customs revenues in ways that affect the demand of economic enterprises for the import of capital
and intermediate goods. It depends.

Using the results of this research, the government can reduce the elasticity of import demand by providing

expansionary financial policies and reducing the tariff rate, on the other hand, by increasing imports, the
government's income from import tariffs and consequently the intensity of industrialization in Iran. to increase,
which can lead to an increase in industrial exports and the entry of foreign currency into the country.
According to the conditions of sanctions, trade liberalization can lead to an increase in customs revenues,
therefore it is suggested to remove the barriers to export and import by creating groups with selected countries
and important trade partners, which will increase the volume of trade and the exchange process between It
increases the countries of the group, so it can be a factor to increase customs revenues.

An increase in the price index of imported goods can also be caused by a decrease in the value of the national
currency, so it is suggested that tax exemptions be considered for national industries dependent on the import of
capital and intermediate goods in order to increase the gross domestic product and industrial exports.
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2 _Share of country’s medium- and high-tech industrial sectors in country’s manufacturing value added (MHTMVA)
% _Share of country’s manufacturing value added in country’s GDP (MVAGDP)
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> -Heckscher-Ohlin comparative advantage
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* _Crowding-out Effects

> _Market Stealing Effects
®_ Damijan et al (2006)

" _Vertical Spillover

® _Forward Linkages

° _Backward linkages

10 Javorcik (2004)

1 _Meyer (2003)
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