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Abstract

The industrial sector plays an important role in creating job opportunities.
Therefore, evaluating the effects of trade liberalization on the industrial sector is
of particular importance. In this regard, this study investigated the effects of
reducing importation tariff rates in the industrial sector of Iran and the Eurasian
Economic Union on welfare and trade balance. These effects were analyzed based
on the Global Trade Analysis Project (GTAP) model and version 10 of its database,
in two scenarios (25% reduction and 50% reduction of tariff rates) using the
GEMPACK software. Trade and specialization cause changes in the structure of
production activities and consequently changes in wages and rents of production
factors. Thus, the total effect of changing trade policies on the economic welfare
index is measured. In addition to the above-noted factors, the volume of initial
trade and initial tariff rates can affect the welfare rate. Considering that the tariff
rate imposed by Iran is higher than Eurasia, the level of welfare is lower in Iran.
Since some activities have various effects in different scenarios, they should be
investigated closely to balance welfare. Tariff rate changes are also recommended
to be done with high accuracy.
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1. Introduction

The industry sector is one of the most
significant and vital sectors of the
economy of every country and has
considerable effects on social, political,
and economic relations inside and outside
the country. Therefore, paying attention
to its growth and development is one of
the goals of most developed and
developing societies. If the trade
agreement between Iran and Eurasian
Economic Union is completely
implemented, it can have multiple
economic effects on the negotiating
partners in the field of industry. This
research attempts to find the effect of the
trade agreement between Iran and the
Eurasian Economic Union on the welfare
of the society and the trade balance of the
industry group's activities. Generally, most
studies indicate the initial conditions of
countries, their trade volume,
geographical distance, tariff rates, etc. can
affect trade agreements. Due to the
various tariff rates in the sub-sectors of
the industry in Iran and the Eurasian
Economic Union, as well as other different
basic conditions, it is required to survey
the effects of the accession of a special
sector and the effects of the annexation of
all sectors, and determine the strengths
and weaknesses of every sector and apply
it in the context of the agreement.

2. Research Methodology

In this research, the effects of eliminating
bilateral trade tariffs in the field of
activities of Iran Industry Group and
Eurasian Economic Union on community
welfare and trade balance were analyzed.
These effects were analyzed based on the
Global Trade Analysis Project (GTAP)
model and version 10 of its databases
(version 10 of GTAP database published in

2020) in two scenarios (25% reduction and
50% reduction in bilateral tariff rate) using
the GEMPACK software. In the present
study, data were distributed in 28 sections,
5 production factors, and 3 regions (Iran,
Eurasian Economic Union, and the rest of
the world. In this research, changing trade
policy will result in a new set of global and
domestic prices directly affecting the
trade balance and prosperity of multiple
regions.

3. Research Findings

The findings of this study indicate that the
reduction of tariff rates of Iranian imports
from the Eurasian Economic Union in
wood products have the most negative
effect on the level of welfare in Iran, while
the reduction of tariff rates of Iranian
imports from Eurasian Economic Union in
petroleum and coal products have the
most positive effect on the level of welfare
in Iran. The reduction of tariff rates of
Iranian imports from the Eurasian
Economic Union in ferrous metals
products has the most positive effect on
the level of welfare in Eurasian Economic
Union, while the reduction of tariff rates of
Iranian imports from the Eurasian
Economic Union in petroleum and coal
products have the most negative effect on
the level of welfare in Eurasian Economic
Union. In sum, it can be mentioned that
there is no significant negative impact on
the welfare of the Eurasian Economic
Union in the field of industry group
activities. The most positive changes in
Iran's trade balance are caused by
activities in machinery and equipment
n.e.c as well as metal products. The most
negative changes in the trade balance are
caused by ferrous metals activity. The
most positive changes in the Eurasian
trade balance are caused by the activity in
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ferrous metals", while the most negative
changes in the trade balance are caused by
machinery and equipment n.e.c" and
mineral products n.e.c" activities.

4. Conclusion

The results of this study indicate that in
some fields of activities, due to welfare and
changes in the trade balance, the
reduction of import tariff leads to an
increase in welfare, and in some other
fields, leads to welfare reduction.
Therefore, it is necessary to determine the
effect of tariff reduction of every activity
on welfare and other economic variables
before implementing the agreement.
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