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Abstract:

Global value chains (GVCs) have long been the dominant mode of organizing
production and trade; however, recent geopolitical tensions have reinforced the trend
toward regional value chains (RVCs). Using a data-driven approach, this study examines
the participation of Iran and a group of countries party to economic and trade agreements
with Iran in global and regional value chains during 1995-2017, and assesses the
relationship between such participation and their industrial performance. Participation
indicators were calculated using global input—output tables. The findings show that the
regionalization of value-chain linkages in the study region increased over time, although
its level remained below that of highly integrated regions. The sectoral analysis of Iran
further indicates that its participation follows a commodity-based pattern, while the mining
and quarrying sector is less integrated into regional value chains than other sectors.
Subsequently, a panel autoregressive distributed lag (Panel ARDL) approach was
employed to estimate the short- and long-run relationships between value-chain
participation and the countries’ Competitive Industrial Performance. The results reveal a
positive long-run relationship between value-chain participation and industrial
performance. Moreover, backward participation is more strongly associated with industrial
performance than forward participation, whereas regional value-chain participation
exhibits a weaker relationship than global value-chain participation. Accordingly, value-
chain-based industrial policy should be pursued by improving the quality of regional and
global integration, strengthening backward participation, expanding linkages with lead
firms, and adopting complementary domestic policies, while designing and evaluating such
policies over a long-term horizon.
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