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International trade is one of the main drivers of economic growth, playing a decisive role in enhancing productivity, de-
veloping productive capacities, and promoting regional cooperation. This study aims to analyze the actual and potential
capacity of long-term economic and trade relations between Iran and Afghanistan, using the gravity model and the Fully
Modified Ordinary Least Squares (FMOLS) method applied to time series data from 2000 to 2023. The results show that
the GDP of Iran and Afghanistan, with positive coefficients of 0.62 and 0.84, respectively, have a statistically significant
positive effect on bilateral trade volume, while geographical distance (negative coefficient of 0.077) and economic simi-
larity (negative coefficient of 0.507) exert a negative effect on trade volume. Despite positive ties, including geographic
proximity, border and customs infrastructure, and historical and cultural commonalities, the current level of economic
relations between the two countries remains below their actual potential. Based on the findings, optimal utilization of
existing capacities, removal of financial and banking barriers, development of transportation and logistics infrastructure,
reduction of tariff and non-tariff barriers, and coordination of trade and regional policies can at least double the volume
of bilateral trade and contribute to sustainable growth and regional economic convergence.
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