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: Abstract

Introduction: Iran is as one of the largest producers and exporters of

. pistachio in world markets. Considering that the export of this

commodity is one of the main sources of foreign exchange earnings and

has an important role in reducing the government's general budget

dependence on oil revenues, identifying the factors affecting on

: pistachio exports to world markets is essential and it can lead to the
¢ improvement of the country's position in the global pistachio market.

Institutional conditions are the factors affecting on the export of goods,

¢ including pistachio from Iran to world markets.

Materials and Methods: This paper examines the effect of institutions
on Iranian pistachio exports to Asian blocs using the spatial econometric
method and Mixed Regressive-Spatial Autoregressive Model. The

research pattern is a regression model with panel data during the time
¢ period 2000-2015 from Iranian trade with Asian blocs.

Findings: The results of model estimation are shown International
Country Risk Guide (ICRG) variable as an indicator of institutions has a

: positive and significant effect on Iranian pistachio exports to Asian
. blocs.

Conclusion: The International Country Risk Guide index has three

: types of political, financial and economic risk of the country, according
: to the findings of the article as one of the most important obstacles to
. the expansion of investment and pistachio trade in Iran. Reducing this
* risk brings political, financial and economic stability will increase

Iranian pistachio exports.
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Extended Abstract

Introduction

One of the critical economic issues in Iran is
non-oil exports, and increasing the share of
non-oil exports is a significant goal in the
country's economic development programs.
Iran's agricultural exports account for a
large percentage of non-oil exports (28).
Institutions reduce market uncertainty and
increase market competition by creating a
stable (not necessarily efficient) structure
for human interaction, which means that
countries with better institutions grow
faster (34). Pistachio product is one of the
Iranian most crucial non-oil export products
due to currency exchange, value-added, and
other economic aspects. Therefore, various
studies in Iran have examined the factors
that strengthen and weaken Iran's pistachio
exports. Although little research has been
conducted on the relationship between
institutional quality and trade, some
scholars have emphasized the growing
significance of institutional quality in trade
development and the process of economic
integration. Compared to previous studies,
the novelty of this study is the use of the
international country risk guide (ICRG)
index as an alternative variable to
institutions and the spatial econometric
approach. The present study aims to
experimentally analyze the effect of
institutions on Iran's pistachio exports to
the Asian blocs using a mixed regressive-
spatial autoregressive model. The research
model is a regression model with panel data
during the time period 2000-2015 of Iranian
trade with the Asian blocs.

Materials and methods

In this paper, the effect of institutions on the
Iranian pistachio exports to the Asian blocs
in the framework of research literature is
examined and analyzed empirically via a
model taken from De Groot et al. (13). Given
that the data used to estimate the research
model include trade interrelationships
between countries, the mixed regressive-
spatial autoregressive model is placed in the
framework of gravity model.

EXjje = Bo + B1GDB, + B,POB; +

B3sRER;j; + B4 TRADE;;; + BsSIZEG;; +

BeFDIjjc + B7Rj¢ + BgICRGj; + BoICRG;; +
B10INFj; + B11GINVj +
B12INFRASTRUCTURE;; + B13DISTj;; +
B14SXije + &ijt (1)

EXjj¢: export (Iranian pistachio exports
value to Asian blocs in time t) (in terms of
dollars); GDPy;: gross domestic product per
capita of country j in time t (constant prices
in 2010); POP;: population of country j in
time t (in terms of number); RER;j: bilateral
exchange rate between countries i and j in
time t (in terms of mean of the period in
dollar); TRADEj;: Trade liberalization
between the two countries i and j in time t
(The ratio of total exports and imports to
GDP at constant prices in 2010); SIZEGj:
government size of country j in time t (a
ratio of gross domestic product in percent);
FDI;jj;: foreign direct investment of country j
in country i (a ratio of gross domestic
product in percent); Rj.: interest rate of
country j in time t (percent);

ICRGj;: International country risk guide
index of country i in time ¢
ICRGjy: International country risk guide
index of country j in time t; INFj;: inflation of
country j in time t (annual percent); GINVj:
volume of public investment of country j in

time t (based on dollar);
INFRASTRUCTURE;;: logistics performance
index: commercial quality and

transportation infrastructures in country j
in time t DISTj: geographical distance
between countries i and j in time t; SXji:
spatial lag variable (it shows the effect of
weighted mean of adjacent observations on
the dependent variable); i: Iran, j: Asian
blocs, and t: time.

Findings

Before estimating the model to prevent false
regression, the reliability or stationarity of
the research variables is tested using the
Levin-Lin-Chu test. Moran's | test is also
used to detect the existence of spatial
autocorrelation between error components.
The lagrange multiplier (LM) test,
developed by Elhorst (17), was employed to
investigate the presence or absence of
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spatial effects. Finally, a spatial Hausman
specification test was employed to
determine the appropriateness of one of the
methods of fixed effects and random effects
in estimating spatial panel models (18).

Discussion

The results of estimating the spatial lag
model (SAR) show that the effect of the
variable international country risk guide
index as an indicator representing
institutions on the of Iranian pistachio
exports to the Asian blocs is positive and
significant. These results are consistent with
the results of Azarbayjani et al. (8).
According to the results of estimating
research models, the GDP of the importing
country has a positive and significant effect
on Iranian pistachio exports. This finding is
consistent with Grossman & Helpman (20),
Egger (16), and Nazemi (33). The positive
and significant effect of the population of the
guest country on Iranian pistachio exports
was confirmed in some estimation models.
In some estimation models, the effect of the
exchange rate on Iranian pistachio exports
is positive and significant. However, the
effect of inflation on Iranian pistachio
exports is negative and significant. These
results are consistent with Kimiaei & Arbab
Afzali (23), Piraee et al. (35), and Nazemi
(33). The effect of trade liberalization on
Iranian pistachio exports was positive and
significant. This finding is consistent with
Memarnejad and Ajayeby (29). Also, there is
a negative relationship between
government size and the volume of public
investment with the Iranian pistachio
exports to the Asian bloc countries in the
estimation model. The effect of foreign
direct investment on Iranian pistachio
exports is positive and significant. The effect
of interest rates on Iranian pistachio exports
to East Asia is positive and insignificant, as
expected. The logistics performance index,

indicating the guest country's commercial
quality and transportation infrastructure,
was obtained in positive and significant
estimation models. As expected, the effect of
geographical distance on pistachio exports
was negative and significant. This finding is
consistent with Araujo et al. (7), De
Mendonca et al. (14), and Kabir & Salim (21).
The effect of the spatial lag variable (spatial
dependence) on the export of pistachios is
positive and significant. This finding is
consistent with Najafi Alamdarloo etal. (32),
and Akbari and Moallemi (2).

Conclusion

As the estimation model results show, the
effect of the variable international country
risk guide index, as an indicator
representing institutions, on Iranian
pistachio exports to the Asian blocs was
positive and significant. This means that the
increase in the international country risk
guide index, which is related to the quality
and compatibility of the country's economic
management, leads to greater stability and
transparency for investors and exporters
and the stability of exporters' incomes. So, it
provides more willingness for exporters to
export. The positive effect of the
international country risk guide index on
exports is confirmed by Azarbayjani et al.
(8). The research results show that Iran has
a high political risk for the export of its
goods due to the inefficiency of some
institutions, the poor quality of bureaucracy,
and the unfavourable outlook for foreign
investment. Accordingly, the policy-making
system must pay attention to the trend of
institutional-related indicators and provide
suitable conditions for Iran's trade
prosperity in global markets while closely
monitoring and evaluating the situation of
Iranian institutions by providing the
necessary institutional infrastructure.
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