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In Iran, the population benefits from governmental subsidies on energy, resulting in
energy costs being lower than international standards for consumers. Nonetheless,
this strategy leads to an increase in state expenditures and presents notable obstacles
for economic and industrial progress. One feasible approach to diminish
governmental expenses is the deregulation of energy prices within the industrial
sphere. It should be emphasized that the liberalization of energy prices may have
adverse impacts on the nation's economy, potentially escalating production expenses
across various sectors. Hence, precise policy execution is of utmost importance.
Within this analysis, we examine energy expenditures in pivotal industries such as
steel, cement, refining, agriculture, automotive, machinery, and food production. We
evaluate the proportion of energy costs in total revenue, overall expenditures, and
fully burdened costs. Our results indicate that the petrochemical, cement, and
refining sectors demonstrate the greatest susceptibility to energy expenses in the
event of two scenarios of energy price hikes (50% and 100%). Conversely, the
automotive and agricultural fields pose lower risks for modifications in pricing
policies. Consequently, the deregulation of energy prices in these sectors could
represent a feasible strategy, with minimal detrimental effects on the nation's
economy. Remarkably, the outcomes of this investigation can function as a
fundamental resource to support policymakers in this area.
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Introduction

In the context of Iran’s burgeoning industrial sector and domestic advancements, coupled with a rising
population, there has been a significant uptick in energy consumption. Projections suggest that by the
year 2040, the nation’s natural gas consumption is poised to hit a staggering 1,150 million cubic
meters, while the demand for electricity could surge to an estimated 400 terawatt-hours. Figures 1 and
2 from the Stanford University publication illustrate these trends, offering a forecast of consumption
patterns extending to the year 2040.
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It’s crucial to recognize that Iran is among the countries that provide energy subsidies to its
populace, leading to domestic energy prices that are markedly lower than global rates. This long-
standing policy, however, poses two substantial economic challenges: the escalation of energy
consumption and the hefty government spending on subsidies. These factors pose a threat to the
growth of industries and the overall economic trajectory of the nation. To address these challenges,
one potential strategy could be to curtail energy subsidies, particularly within the industrial sector. By
redirecting funds previously allocated for subsidies, the government could enhance support for the
nation’s developmental goals.

Yet, the prospect of aligning domestic energy prices with international benchmarks presents its
own set of hurdles, chiefly the economic burden it could impose. A transition of this nature could lead
to a sharp increase in production costs for industries, which would, in turn, translate to higher prices
for consumers. This complex issue requires meticulous deliberation.

Research Method

In light of the mentioned challenges, a novel research domain has surfaced, concentrating on the
susceptibility of various industries to fluctuations in energy prices. The objective of this research is to
aid policymakers by offering valuable insights that can guide their decision-making. Our investigation,
spurred by this pivotal moment, endeavors to scrutinize the ratio of energy expenses to total costs,
sales, and the cost of goods sold within Iran’s principal industries, encompassing cement, petroleum
and oil, agriculture, food, steel, car, and machinery sectors. Our initial step involved collecting
relevant data from the Codal website, which lists the primary industries in Iran. We then proposed two
distinct scenarios to evaluate the repercussions of price alterations on all the criteria under review.

Results

Our analysis uncovered that the petrochemical, cement, and refining sectors bear the brunt of energy
expenditures. Additionally, we examined two hypothetical scenarios with price hikes of 50% and
100%, both of which revealed a consistent trend of escalating costs. The findings underscored the
particular vulnerability of the cement and petrochemical industries to increases in energy prices.

Conclusion

In this study, a comprehensive review of the outcomes suggests that the automotive and agricultural
sectors are relatively insulated from risk, indicating that hikes in energy costs would exert minimal
influence on the pricing of the final products. In stark contrast, sectors like refining are deemed high-
risk, where changes in pricing policies could exert profound effects on the national economy. The
implications of such shifts necessitate a strategic approach to ensure the stability and growth of the
economy while transitioning towards more sustainable energy practices.
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