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Abstract

The necessity of need to reduce dependence on foreign currency income from oil and move towards providing a significant
part of the required currency through non-oil exports is felt more. In this regard, paying attention to the mining sector due to
its rich and underground reservoirs is a suitable solution to solve this problem. However, the further development of the
mining sector in order to achieve economic goals is affected by economic sanctions. Undoubtedly, examining the manner
and mechanism of impact of shocks caused by economic sanctions on the country's mining sector can help the officials and
economic planners of the country to better face and reduce their negative economic consequences, including reduction in
production and added value, reduction in employment, reduction in investment, etc., in the mining sector. Therefore, in this
study, for the first time, the effects of shocks caused by economic sanctions (1. the shock of the increase in the exchange
rate, 2. the shock of the decrease in the import of raw materials, capital and intermediate goods, 3. the shock of the decrease
in crude oil export income and 4. The shock of non-oil export reduction) on Iran's mining sector. For this purpose, the
required data was collected from the social accounting matrix and the Recursive Dynamic Computable Equilibrium
(RDCGE) model was used to analyze the data. The results showed that among the shocks caused by economic sanctions, in
order: the shock caused by the increase in the exchange rate, the shock caused by the decrease in the import of raw materials,
capital and intermediate goods, the shock caused by the decrease in crude oil export income and the shock caused by the
reduction of non-oil exports have the greatest impact on the added value and investment of Iran's mining sector.

Keywords: Mining sector, economic sanctions, added value, investment, recursive dynamic computable equilibrium
(RDCGE) model.
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Extended Abstract

1. Introduction

The sector of mining and mineral industries is one of the important areas of the country's economy, which
includes the value chain of mineral and metal products from mineral discoveries to the production of products
with high added value. According to the official statistics of the Iranian Statistics Center, the share of the mining
sector is less than one percent of the country's economy, but estimates show that considering the entire chain of
mining industries (including the production chains of products with high metal and mineral added value such as:
steel, copper, aluminum and other areas) the share of this sector of the economy will reach about 20 percent.
Also, in recent years, Iran's mining and mineral industries sector has accounted for an average of 25% ($9
billion) of the country's non-oil export value, of which 80% is related to steel and copper value chains. The field
of mines and mineral industries needs to import raw materials, consumables, equipment and machinery and
spare parts from other countries in some items worth 4 billion dollars annually. Undoubtedly, due to the
importance of the mining sector in the economy of the country, conducting comprehensive studies has
undeniable importance in order to reduce the negative effects of economic sanctions and as a result reduce the
subsequent effects such as the decrease in national production, increase in inflation, decrease in the level of
employment and public welfare. In addition, the need to reduce dependence on foreign currency income from
oil and move towards providing a significant part of the required currency through non-oil exports is felt more.
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In this regard, paying attention to the mining sector due to its rich and underground reservoirs is a suitable
solution to solve this problem. However, the further development of the mining sector in order to achieve
economic goals is affected by economic sanctions. Undoubtedly, examining the manner and mechanism of
impact of shocks caused by economic sanctions on the country's mining sector can help the officials and
economic planners of the country to better face and reduce their negative economic consequences, including
reduction in production and added value, reduction in employment, reduction in investment, etc., in the mining
sector.

2. Methods

In this study, for the first time, the effects of shocks caused by economic sanctions (1. the shock of the increase
in the exchange rate, 2. the shock of the decrease in the import of raw materials, capital and intermediate goods,
3. the shock of the decrease in crude oil export income and 4. The shock of non-oil export reduction) on Iran's
mining sector. For this purpose, the required data was collected from the social accounting matrix and the
Recursive Dynamic Computable Equilibrium (RDCGE) model was used to analyze the data.

3. Results

The results showed that among the shocks caused by economic sanctions, in order: the shock caused by the
increase in the exchange rate, the shock caused by the decrease in the import of raw materials, capital and
intermediate goods, the shock caused by the decrease in crude oil export income and the shock caused by the
reduction of non-oil exports have the greatest impact on the added value and investment of Iran's mining sector.

4. Conclusion

Since the results of the research showed that economic sanctions have a negative effect on the added value of
the country's mining sector, it is suggested to refrain from suppressing the price of mineral raw materials.
Because suppressing the price of mineral raw materials, especially the steel chain, has reduced the attractiveness
of mining activities, and instead of investing in exploration, large mining companies have moved to develop the
value chain and become steel manufacturers. This will face the country in the coming years with the challenge
of providing minerals needed for the steel chain, and according to the forecasts made, if the goals of the Horizon
2025 vision are fulfilled, based on the iron ore reserves available in the country, only 15 to 20 years after the
horizon, it will be possible to supply steel chain iron ore from within the country. Since the results of the
research showed that economic sanctions have a negative effect on the investment in the country's mining
sector, it is suggested to use the capacity of the countries trading with Iran, especially the countries in the region,
for investment opportunities and many commercial uses in the field of mines and mineral industries. Among the
necessary measures to strengthen economic diplomacy are: permanent deployment of expert teams and expert
economic consultants in the countries of the region, establishment of diplomatic relations and precise
identification and announcement of the capacities of joint economic and commercial cooperation, financial and
diplomatic support from holding international exhibitions to introduce and brand the capacities of mines,
mineral industries and the technical-engineering capabilities of Iranian companies, identifying the existing
capacities for clearing goods, canceling visas or issuing long-term business visas, joint investment for the
development of the value chain and the mutual use of each other's advantages, the creation of joint financial
channels, etc.
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