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: Abstract

: Introduction: The agricultural sector is one of the most important axes of
: economic development in many countries of the world. Therefore, it seems
: necessary to pay attention to the power and potential export capacities of this
¢ sector and the factors affecting the increase of these capacities in international
: trade in light of the Total productivity of production factors. The present study
: was conducted to investigate the effect of the total productivity of production
: factors on the bilateral export capacity of Iran's agricultural sector and the
: European Union member countries.

¢ Materials and Methods: In this study the total productivity of agricultural
: production factors is calculated through the Tornqvist index and from the gravity
: model to study the effect of variable of agricultural TFP of Iran and the European
: Union, and other influencing variables during the period of 1980-2015 have been
: used. The statistical data are related to Iran and 24 EU members state and the
: panel data method using the fixed effects model has been used to estimate the
¢ model.

: Findings: The results of the fixed effect model for the export capacity of Iran's
¢ agricultural sector showed that the total productivity of production factors in
: Iran and the total productivity of production factors in importing countries (EU)
: have a positive and significant effect on export capacity of Iran's agricultural
: sector. The results also indicate a positive and significant effect of total
¢ productivity of production factors of agricultural sector in the member countries
. of this union and the insignificant effect of the total factor productivity of Iran's
: agricultural sector on the export capacity of the European Union.

: Conclusion: To achieve more reliable results, we suggest implementing

: executive strategies to achieve higher productivity growth by managers such as

more investment, better and more comprehensive training for manufacturers, the
use of modern technology, and specialization of workers in priority to be placed
in future studies.
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Extended Abstract

Introduction:

The agricultural sector is one of the most
important economic sectors, which is necessary
for the economic development of any country.
Therefore, in order to achieve economic
development, every country should strengthen
its agricultural sector and, while increasing
production, increase the efficiency of
production factors by using appropriate
technologies (1). Reliance on oil exports is one of
the special features of Iran's economy, and oil price
fluctuations always cause instability in foreign
exchange earnings and the economy of Iran.
Therefore, the necessity of avoiding single-product
exports, diversifying foreign exchange earnings
through increasing non-oil exports, and increasing
the share of Iran's economy in international trade is
emphasized in economic development programs
(4). Today, the competition in the field of
production and global trade has found other
dimensions due to the weakening of economic
borders, the effort to improve productivity forms the
main basis of this competition (6). therefore,
knowing the factors affecting the growth of
productivity in the agricultural sector of Iran in
terms of having weak economic infrastructure and
also fierce competition on the world stage is
necessary to gain a better economic position.

Materials and methods

In this study, the Tornquist index was used to
calculate the total factor productivity of production
(TFP) in the agricultural sector. Also, the gravity
model has been used to estimate the effect of the
TFP on the bilateral export capacity of the
agricultural sector of Iran and 24 countries of the
European Union (EU). Based on this model, trade
between countries depends on the level of their
income and trade barriers between them.

The following attraction model has been used to
investigate the effect of effective variables on
bilateral trade between countries.

Ln Xijt = a0 + [alLnTFPit + a2LnTFPjt +
a3lnYit + a4lnYjt] + [a6LnFRASit +
a5LnDISijt + a7LnExj] +

§ijt (14)

Y: GDP, fras: index of infrastructure, Dis:
geographical distance, RER: real exchange rate, i:
exporting country, J: importing country.

In this research, the data needed to calculate the
TFP have been collected from the website of the
Food and Agriculture Organization (FAO) and
the World Bank. The structural variables of the
model such as GDP, infrastructure index, and
interest rate were collected from the World Bank
and the exchange rate from the International
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Monetary Fund (IMF) for the period of 1980-2015.
Also, the result were estimated using Stata and
Eviews software.

Findings

The result of the unit root test for the Export
capacity model of Iran's agricultural sector and
the EU showed that all variables are stationary.
Also, the result of F Limer test and Hausman test
indicate the use of the panel data method with fixed
effects for both models.

Discussion

According to the estimation of the export capacity
model of Iran's agricultural sector, the logarithm
(TFPi), which represents the level of economic
activities of this sector, has played an important role
in determining the export capacity of the agricultural
sector of Iran and is positive and significant as
expected by the theory of the model. Also, the
variable coefficient TFP (j) for the importing
country, the GDP variables, and the index of
infrastructure are statistically positive and
significant. And on the other hand, the variables of
geographical distance and exchange rate have
clearly had a negative effect on the export of Iran’s
agricultural products.

The estimation results of the export capacity model
of the EU agricultural sector indicate that the effect
of the variable TFP of Iran on the export capacity of
the EU is not significant. One of the reasons for
the non-significance of the effect of this
variable is the low value of this variable (the
low productivity of Iran in the agricultural
sector) and the small role of Iran in the world
markets. The effect of other variables is according
to the theoretical expectation of the model.

Conclusion

Iran's economy is a small economy with low
inventory of production factors and abundant natural
resources, which has not yet been able to appear as
a major country in terms of export and import in the
world economy. Expanding trade relations and
increasing non-oil exports are an inevitable

necessity for Iran's oil-based economy.

Increasing the productivity of the total factors of
production by keeping the ratio of factors constant
will increase the level of agricultural production and
also cause a decrease in the price levels, which will
lead to a decrease in the average cost of production
in the market and an increase in profitability. The
consequence of such a development will be a
significant impact on the increase in demand and,
most  importantly, the increase in the
competitiveness of agricultural products in foreign
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markets. Therefore, it is suggested that the
potential facilities in different production
sectors, including the agricultural sector, be re-
evaluated and with a clear vision to improve the
level and quality of agricultural products
through increasing productivity.
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