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The effect Tariff changes of joinig World Trade Organization on Iran's
industrial foreign trade

Bijan BIDABAD?

Keywords: Tariff, Trade, Industry, WTO

Abstract

In this article we examine the quatitative effect of joinig Iran to World Trade Organization (WTO) on nine
industrial subsectors. Two systems of simultaneous equations for import demands and export supplies are
estimated by Seemingly Unrelated Regressions (SUR) method to be used for analizing and simulation of
accepting WTO agreements scenarios in process of joining WTO. Each of these two systems contains nine
behavorial equations and covers all 9 industrial subsectors of ISIC classifications. Tarief reduction obligations
and removing and converting non-tarif barriers to tariff — for both domestic and international — have been
simulated in these models according to WTO criteria. Comparison of Control and simulated solutions shows the
effects of joining WTO on reveald comparative advantages of all industrial subsectors. On the other words, we
are going to evaluate the balance of trade in all industrial subsectors.

The results show that despite of more decrease of international tariffs on Iranian commodities in compare
to decrease of Iran's tariff on foreign commodities in joing process, the balance of trade of majority of industrial
subsectors will demote. After joining, on average, -0.57% demaotion on balance of trade of industry sector will
occure annually. This figure for real balance of trade will be -0.062%. Exports of all subsectors will increase and
total industrial export will increase by 2.74%. This figure for nominal exports will be 0.63%. Joining WTO will
promote chemical products subsector and demote all other industrial subsectors reveald comparative advantages.
In general reveald comparative advantage of industry sector will promote by 0.11% annually.

Weighted average Iran tariff rate as a whole is less than industrial countries tariff rates before joining
WTO. Therefore, we need to increase (rather than decrease) our tariff rate first to at least equibalance to
industrial countries tariffs. After this stage negotiations on tariff reduction will be meaningfull.

Demotion of balance of trade of industrial subsectors is due to their huge imports and small exports.
Reaching relative balances in their imports and exports will causes joining WTO for Iran to improve their
balance of trade. Otherwise joining WTO will demote Iran's industrial balance of trade.

2 Research professor of economics. Monetary and Banking Research Academy. Central Bank of Iran. Email: bijan_bidabad@msn.com.
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System SYS_IM_3
R_IMVALD1= C(11)"ERE" WWSPINDEX_69/WSPIIMC_69" (1+IMTR1/100) + C(12)" EXOILD/WWSPINDEX_69 + C(13)+ C(19) D54
R_IMVALD2 =C(21)' ERE"WWSPINDEX_69/WSPIIMC_69"(1+IMTR2/100) + C(22)" EXOILD/WWSPINDEX_69+ C(23)+ C(27) “ D62
R_IMVALD3 = C(31)" ERE'WWSPINDEX_69/WSPIIMC_69"(1+IMTR3/100)+C(32)" EXOILD/WWSPINDEX_69+ C(33) + C(35) D59
R_IMVALDA4= C(41)" ERE" WWSPINDEX_69/WSPIIMC_69"(1+ IMTR4/100) + C(42)" EXOILD/WWSPINDEX_69 + C(43)
R_IMVALDS = C(51)" ERE'WWSPINDEX_69/WSPIIMC_69"(1+IMTR5/100) +C(52)" EXOILD/WWSPINDEX_69 + C(53) +C(58) " D5
R_IMVALDS6 = C(61)" ERE" WWSPINDEX_69/WSPIIMC_69"(1+IMTR6/100) + C(62)" EXOILD/WWSPINDEX_69+ C(63) + C(68) D5
R_IMVALD7 = C(71)"ERE'WWSPINDEX_69/WSPIIMC_69" (1+IMTR7/100) + C(72)" EXOILD/WWSPINDEX_69+C(73) + C(78)'D5
R_IMVALDS8= C(81) ERE"WWSPINDEX_69/WSPIIMC_69"(1+IMTR8/100) + C(82) EXOILD/WWSPINDEX_69+C(83)+C(84)" D7072
R_IMVALDS = C(91)'ERE" WWSPINDEX_69/WSPIIMC_69" (1+IMTR9/100) + C(92)" EXOILD/WWSPINDEX_69 + C(93)

13,1y Y 5lro sliwd (g ygmw 55y 559 3 gl

System SYS_IM_3

Estimation Method: Seemingly Unrelated Regression

Sample: 1353 - 1373

Coefficient Std.Error T.Statistic Prob.

C(11) -0.518786 0.174903 -2.966134 0.0035
C(12) 1.385819 0.200799 6.901526 0.0000
C(13) 3383.783 265.4450 12.74759 0.0000
C(19) -2356.824 202.0181 -11.66640 0.0000
C(21) -0.795923 0.362489 -2.195714 0.0296
C(22) 1.628738 0.472536 3.446800 0.0007
C(23) 3118.466 430.6147 7.241893 0.0000
C(27) -1788.828 243.8156 -7.336807 0.0000
C(31) -0.126430 0.068533 -1.844814 0.0670
C(32) 0.497903 0.095421 5.217948 0.0000
C(33) 972.3419 82.71777 11.75494 0.0000
C(35) -816.8943 55.63075 -14.68422 0.0000
C(41) -0.246549 0.103480 -2.382578 0.0184
C(42) 0.567919 0.120597 4.709228 0.0000




C(43) 450.9852 91.80128 4.912624 0.0000

C(51) -2.630330 0.608323 -4.323904 0.0000
C(52) 2.363527 0.765917 3.085880 0.0024
C(53) 4558.867 584.2756 8.314918 0.0000
C(58) -1195.813 187.2083 -6.387607 0.0000
C(61) -0.232576 0.139912 -1.662298 0.0985
C(62) 0.474265 0.235276 2.015783 0.0456
C(63) 349.4968 138.9890 2.514564 0.0129
C(68) 423.0665 140.4669 3.011860 0.0030
C(71) -0.263335 0.156617 -1.681394 0.0947
C(72) 0.893159 0.242957 3.676203 0.0003
C(73) 394.6508 146.2928 2.697678 0.0078
C(78) -402.3350 135.2533 -2.974679 0.0034
C(81) -5.762009 3.013448 -1.912098 0.0577
C(82) 21.92438 3.571851 6.138101 0.0000
C(83) 15760.76 3204.367 4.918526 0.0000
C(84) -7923.075 1293.499 -6.125305 0.0000
C(91) -0.72556 0.148689 -0.487973 0.6263
C(92) 0.766897 0.196745 3.897924 0.0001
C(93) 50.96516 153.1939 0.332684 0.7398
Dererminant residual covariance 2.13E+ 42

Observations: 21

Eauation: R_IMVALD1= C(11)*ERE*WWSPINDEX_69/WSPIIMC_69 *(1+IMTR1/100) +
C(12)* EXOILD/WWSPINDEX_69 + C(13)+ C(19)*D54

R- Squared 0.930626 Mean dependent var 1485.392
Adjusted R - squared 0.918384  S.D. dependent var 978.0471
S.E. of regression 279.4143  Sum squared resid 1327230
Durbin — Watson stat 2.147650

Eauation: R_IMVALD?2 = C(21)*ERE*WWSPINDEX_69/WSPIIMC_69* (1+IMTR2/100) +
C(22)*EXOILD/WWSPINDEX_69+C(23)+C(27)*D62

R- Squared 0.720407 Mean dependent var 1675584
Adjusted R - squared 0.671067 S.D. dependent var 1182156
S.E. of regression 677.9983 Sum squared resid 781590
Durbin — Watson stat 1.180833

Eauation: R_IMVALD3 = C(31)*ERE*WWSPINDEX_69/WSPIIMC_69* (1+IMTR3/100)
+C(32)*EXOILD/WWSPINDEX_69+ C(33) + C(35)*D59

R- Squared 0.833027 Mean dependent var 337.2711
Adjusted R - squared 0.803561 S.D. dependent var 317.3877
S.E. of regression 140.6706  Sum squared resid 336399.9
Durbin — Watson stat 1.234549

Eauation:R_IMVALD4= C(41)*ERE*WWSPINDEX_69/WSPIIMC_69*
(1+ IMTR4/100) + C(42)* EXOILD/WWSPINDEX_69 + C(43)

R- Squared 0.737193  Mean dependent var 577.9393
Adjusted R - squared 0.707992  S.D. dependent var 320.8924
S.E. of regression 173.4030 Sum squared resid 541235.0
Durbin — Watson stat 2.119965

Eauation: R_IMVALD5 = C(51)*ERE*WWSPINDEX_69/WSPIIMC_69* (1+IMTR5/100) +
C(52)*EXOILD/WWSPINDEX_69 + C(53) + C(58)*D5

R- Squared 0.645882 Mean dependent var 4119.039
Adjusted R - squared 0.583390 S.D. dependent var 1731.653
S.E. of regression 1117.701  Sum squared resid 21237361
Durbin — Watson stat 1.659901

Eauation: R_IMVALD6 = C(61)*ERE*WWSPINDEX_69/WSPIIMC_69* (1+IMTR6/100) +
C(62)*EXOILD/WWSPINDEX_69+ C(63) + C(68)*D5

R- Squared 0.748128 Mean dependent var 535.8284
Adjusted R —squared 0.703680 S.D. dependent var 474.0066
S.E. of regression 258.0270  Sum squared resid 1131825
Durbin — Watson stat 1.446970

Eauation: R_IMVALD?7 = C(71)*ERE*WWSPINDEX_69/WSPIIMC_69* (1+IMTR7/100) +
C(72)*EXOILD/WWSPINDEX_69+C(73) + C(78)*D5




R- Squared 0.529215 Mean dependent var 553.9593

Adjusted R - squared 0.446136 S.D. dependent var 380.1075
S.E. of regression 282.8838  Sum squared resid 1360395
Durbin — Watson stat 0.932110

Eauation: R_IMVALDS = C(81)*ERE*WWSPINDEX_69/WSPIIMC_69* (1+IMTR8/100) +
C(82)* EXOILD/WWSPINDEX_69 + C(83) + C(84)* D7072

R- Squared 0.761723 Mean dependent var 15344.41
Adjusted R - squared 0.719674  S.D. dependent var 9900958
S.E. of regression 5242.140  Sum squared resid 4.67E+08
Durbin — Watson stat 1.915563

Eauation: R_IMVALD9 = C(91)* ERE* WWSPINDEX_69/WSPIIMC_69* (1+IMTR9/100) +
C(92)" EXOILD/WWSPINDEX-69 + C(93)

R- Squared 0.568360 Mean dependent var 331.3816
Adjusted R - squared 0.520400 S.D. dependent var 396.3622
S.E. of regression 274.4933  Sum squared resid 1356238
Durbin — Watson stat 1.515959
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System SYS_IM_3

R_EXVALD1 = C(11)" ERE'WWSPINDEX_69/WSPIEXC_69+ C(12)"WGDP + C(13)+C(15)"'D56 + C(16)'D2
R_EXVALD2 = C(21)'ERE" WWSPINDEX_69/WSPIEXC_69 + C(22)"WGDP +C(23)+C(25)'D2

R_EXVALD3 = C(31) ERE” WWSPINDEX_69/WSPIEXC_69 + C(32)"WGDP +C(33)+C(35)'D72 + C(36)'D71
R_EXVALD4 = C(41)'ERE"WWSPINDEX_69/WSPIEXC_69 + C(42)" WGDP +C(43)+ C(45)'D72

R_EXVALDS = C(51)"ERE"WWSPINDEX_69/WSPIEXC_69 + C(52)"WGDP +C(55)" D72 + C(56)'D1

R_EXVALD6 = C(61) ERE” WWSPINDEX_69/WSPIEXC_69 + C(62)"WGDP +C(63) + C(65) D56 + C(66) D1
R_EXVALD7 = C(71)'ERE” WWSPINDEX_69/WSPIEXC_69+C(72) WGDP +C(73) + C(75)'D7072

R_EXVALDS = C(81)'ERE" WWSPINDEX_69/WSPIEXC_69+C(82)" WGDP +C(83) + C(85)'D72

R_EXVALD9 = C(91) ERE" WWSPINDEX_69/WSPIEXC_69+C(92)" WGDP +C(93) + C(95)'D56 + C(96)" D72 + C(97) D1

Ol yalo Y 5lre olisd (1 ygmw 35y 3591 o gl

System SYS_EX_3
Estimation Method: Seemingly Unrelated Regression
Sample: 1353 — 1373

Coefficient Std.Error T.Statistic Prob.
C(11) 0.028461 0.005706 4.987942 0.0000
C(12) 0.985891 0.149003 6.616597 0.0000
C(13) -56.06259 14.86540 -3.973158 0.0001
C(15) -23.17181 7.514334 -3.083681 0.0025
C(16) 13.57837 2.160576 6.284604 0.0000
C(21) 0.512241 0.145252 3.526575 0.0006
C(22) 16.37535 3.738763 4.379884 0.0000
C(23) -1584.735 360.3573 -4.397676 0.0000
C(25) 373.7633 69.30395 5.393102 0.0000
C(31) 0.000783 0.000253 3.094821 0.0024
C(32) 0.017290 0.006446 2.682410 0.0082
C(33) 12.31297 0.941949 13.07180 0.0000
C(35) -10.75638 0.439770 -24.45909 0.0000
C(36) -3.230249 0.248770 -12.98491 0.0000



C(41) 0.003060 0.000872 3.507102 0.0006

C(42) 0.089159 0.021854 4.079664 0.0000
C(43) 10.33913 2.923777 3.536224 0.0000
C(45) -19.96998 1.489314 -13.40884 0.0000
C(51) 0.119478 0.021303 5.608611 0.0220
C(52) 5.650667 0.582605 9.698973 0.0000
C(53) -155.1782 66.97368 -2.317003 0.0000
C(55) -254.5040 2947560 -8.634393 0.0000
C(56) -196.3191 14.50240 -13.53701 0.0000
C(61) 0.017360 0.003421 5.074978 0.0083
C(62) 0.727448 0.098139 7.412393 0.0000
C(63) -24.75780 9.243966 -2.678266 0.0000
C(65) -31.90271 3.824943 -8.340702 0.0051
C(66) -17.33634 3.126849 -5.544348 0.0000
C(71) 0.073109 0.025659 2.849208 0.0113
C(72) 4.329779 0.713146 6.071383 0.0000
C(73) -204.7629 79.74966 -2.567571 0.0035
C(75) -209.6131 23.71709 -8.838065 0.0082
C(81) 0.164778 0.055424 2.973052 0.0370
C(82) 3.718153 1.386887 2.680934 0.0000
C(83) 394.8542 187.4838 2.106072 0.0002
C(85) -787.8215 96.57383 -8.157713 0.0000
C(91) 0.002101 0.000558 3.763080 0.0002
C(92) 0.088343 0.015285 5.779574 0.0000
C(93) 18.71877 1.725584 10.84779 0.0000
C(95) -63195547 0.725727 -8.537027 0.0000
C(96) -16.71320 0.637134 -26.23183 0.0000
C(97) -5.379545 0.390564 -13.77379 0.0000
Dererminant residual covariance 1.17E+13

Observations: 20

Eauation: R_EXVALD1= C(11)*ERE*WWSPINDEX_69/WSPIEXC_69 + C(12)* WGDP +
C(13)+C(15)*D56 + C(16)*D2

R- Squared 0.855141 Mean dependent var 45.92161
Adjusted R —squared 0.816512 S.D. dependent var 29.25046
S.E. of regression 12.52957 Sum squared resid 2354.852
Durbin — Watson stat 1.137438

Eauation: R_EXVALD2= C(21)*ERE*WWSPINDEX_69/WSPIEXC_ 69 + C(22)* WGDP
+C(23)+C(25)* D2

R- Squared 0.765669 Mean dependent var 634.2632
Adjusted R - squared 0.721732 S.D. dependent var 582.6447
S.E. of regression 307.3514 Sum squared resid 1511438.
Durbin — Watson stat 1.134681

Eauation: R_EXVALD3 = C(31)*ERE*WWSPINDEX_69/WSPIEXC_69 + C(32)* WGDP
+C(33)+C(35)* D72 + C(36)* D71

R- Squared 0.973414 Mean dependent var 1.323479
Adjusted R - squared 0.966325 S.D. dependent var 2.891297
S.E. of regression 0.530576 Sum squared resid 4.222663
Durbin — Watson stat 0.887665

Eauation: R_EXVALDA4 = C(41)*ERE*WWSPINDEX_69/WSPIEXC_69 + C(42)* WGDP
+C(43) + C(45)*D72

R- Squared 0.935544 Mean dependent var 2.522678
Adjusted R - squared 0.923458 S.D. dependent var 6.266789
S.E. of regression 1.733780 Sum squared resid 48.09589
Durbin — Watson stat 0.54526

Eauation: R_EXVALD5 = C(51)*ERE*WWSPINDEX_69/WSPIEXC_69 + C(52)*WGDP
+C(55)*D72+C(56)* D1

R- Squared 0.926892 Mean dependent var 100.0579
Adjusted R - squared 0.907397 S.D. dependent var 147.6121
S.E. of regression 4491952 Sum squared resid 30266.44
Durbin — Watson stat 1.514666

Eauation: R_EXVALDSG = C(61)*ERE*WWSPINDEX_69/WSPIEXC_69 + C(62)* WGDP
+C(63) + C(65)* D56+C(66)* D1




R- Squared 0.845806 Mean dependent var 16.67455

Adjusted R - squared 0.804688 S.D. dependent var 17.56849

S.E. of regression 7.764237 Sum squared resid 904.2507
Durbin — Watson stat 0.894437

Eauation: R_EXVALD7 = C(71)*ERE*WWSPINDEX_69/WSPIEXC_69 +C(72)*WGDP +C(73)
+ C(75)* D7072

R- Squared 0.902352 Mean dependent var 105.1372
Adjusted R - squared 0.884043 S.D. dependent var 156.6973

S.E. of regression 53.35918 Sum squared resid 45555.24
Durbin — Watson stat 1.339812

Eauation: R_EXVALDS8 = C(81)*ERE*WWSPINDEX_69/WSPIEXC_69+C(82)* WGDP +C(83)
+ C(85)*D72

R- Squared 0.866178 Mean dependent var 138.0336
Adjusted R - squared 0.841086 S.D. dependent var 276.2143

S.E. of regression 110.1100 Sum squared resid 193987.3
Durbin — Watson stat 0.743159

Eauation: R_EXVALDY = C(91)*ERE*WWSPINDEX_69/WSPIEXC_69+C(92)*WGDP +C(93)
+ C(95)*D56+C(96)* D72+ C(97)* D1

R- Squared 0.959816 Mean dependent var 3.043514
Adjusted R - squared 0.945464 S.D. dependent var 5.248478
S.E. of regression 1.225672 Sum squared resid 21.03181
Durbin — Watson stat 1.337432
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