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Extended Abstract

1- Introduction

Dollarization or dependence on the dollar refers to the supremacy of the dollar in international
exchanges. The experiences of about a century of the prevalence of the dollar in the international
arena have made it clear that this issue can create great challenges for governments. These
consequences caused the concept of de-dollarization to be considered against the process of
dollarization because dependence on the dollar has been the fundamental keyword of
macroeconomic weakness in many emerging economies in the past years. De-dollarization is also
aimed at the sanctions situation because the SWIFT network is under the supervision of the
United States Treasury and thus has a great influence on the global financial transaction systems,
with the ability to impose sanctions on governments and individuals. In the meantime, Iran is
among the countries that being subjected to severe sanctions, especially since 2018, has had a
significant impact on the country's international trade, and the decrease in dollar resources has led
to severe currency fluctuations and inflation. Therefore, considering that Iran has been accepted as
a main member of the Shanghai Cooperation Organization since 2022, and two members of this
organization (Russia and China) in addition to trying to de-dollarize, have also created the
financial systems required for de-dollarization, the purpose of the study is to investigate the
feasibility of de-dollarization of trade. Iran will be based on the membership of the Shanghai
Cooperation Organization and this question has been raised: What effect does the membership of
the Shanghai Cooperation Organization have on the de-dollarization of Iran's trade?

2- Theoretical Framework

In explaining the concept of de-dollarization, it is suggested that a dollar financial system in its
nature requires important risks, including the possibility of a large mismatch between the share of
dollar liabilities and the share of dollar assets, which leads to a large revenue loss for governments
during exchange rate fluctuations. De-dollarization aims to improve the nominal stability and
credibility of the countries’ monetary authority. This strategy focuses on actions that, by reducing
dependence on the dollar and over some time, will gradually increase the central bank's ability to
implement an independent and sound monetary policy without neglecting the effect that the
increase in real exchange rate flexibility has on financial fragility. The ultimate goal of de-
dollarization is to create an advantage for alternative currencies so that the risk of foreign trade is
reduced and the government's power to maneuver in exchanges is increased. For this reason, de-
dollarization requires political and financial costs at the same time, which requires political
support for success.

3- Methodology

Time series and mean difference techniques have been used to investigate the effect of
membership in the Shanghai Cooperation Organization on economic exchanges. Then, based on
the results, the time series of Iran's exchanges with Shanghai member countries has been
analyzed.

4- Results & Discussion
The trend of Iran's exports to the members of the Shanghai Organization has experienced strong
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ups and downs, but in general, Iran's export cycle has been on the rise. Iran's import process has
ups and downs just like exports, but their intensity is less. The trade balance of the time series is
strongly affected by the years 2007 to 2009 and 2012, in which Iran's exports increased a lot; The
reason for this issue is the use of the member states of Shanghai and especially China from the
UN sanctions exemptions, which made it possible for the countries that have contracts with Iran
to reduce the damage from the sanctions, not to cut off their trade relations at once and in a
defined process to reduce their exchanges with Iran, China was one of the countries that used this
possibility in the years after 2007. During the sanctions period of 2018, although exchanges with
Iran have decreased, in terms of volume, more than 40% of Iran's imports are still supplied from
Shanghai members, and due to the decrease in Iran's exports to Shanghai members, the trade
balance has become negative.

5- Conclusions & Suggestions

The mere dependence on the dollar has caused the vulnerability of the Iranian economy to
increase, especially during the sanctions period, and due to the decrease in the availability of the
dollar, inflationary shocks and the devaluation of the national currency have become the two main
problems of the Iranian economy. The study noted that based on the time series of other member
countries in the Shanghai Cooperation Organization, the ground will be prepared for the increase
of economic exchanges for Iran, and considering the activity of the two global trade exchange
systems in the member countries of this organization, which price their currencies with gold and
have supported and relied on these systems are implementing the de-dollarization policy of their
economy, the basic conditions for de-dollarization will be provided for Iran as well. A major part
of Iran's commercial exchanges is with countries that currently use the financial exchange systems
of China and Russia, and the provision of operating conditions for Iran to use them will while
reducing the effects of sanctions, alternative currencies will also become active in Iran's economy
and damage Dependence on the dollar will decrease. It should be noted that de-dollarization does
not mean abandoning the dollar and its purpose is to create a balance between the currencies that a
country can use in global exchanges. For this reason, along with the sharp decrease in the dollar, it
has caused damage in trade, and the continuation of a percentage of exchanges in dollars will be
desirable. Indeed, countries with sound monetary policies may consider liberalizing dollar
accounts under an appropriate prudential environment for efficiency reasons. This is because,
while preventing the re-dependence on alternative currencies, the possibility of financial exchange
with other countries that still operate with dollars is also available.
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