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: Introduction and Objective: The global economy has experienced repeated
: shocks in recent decades. Many countries need to improve their competitiveness

© to cope with this issue. Porter's theory approach is of great importance due to its
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¢ focus on the dimensions of economic value-added growth. Accordingly, the aim
: of the present study is to investigate the factors affecting the value added of the

: agricultural sector in different economic conditions with an emphasis on Porter's
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: diamond value creation in Iran.

¢ Materials and Methods: In this study, the Markov-Switching vector
: autoregression method and the variables of agricultural value added, agricultural
: land use, irrigated land area, fertilizer, temperature change, inflation, domestic

agricultural sector credits and facilities, economic globalization index, and
: human capital index, and Ox-Metrics 7.3 software were used.
: Findings: Based on the results obtained in the period 1981-2020, the variables
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: under study, except for inflation, have a greater impact on the value added of the
: agricultural sector in the boom regime. This result means that the value added of
: the agricultural sector has a higher sensitivity to the explanatory variables in the

: boom period. It should be noted that except for the variables of inflation and
: temperature, all research variables in both regimes have a positive impact on the
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© value added of the agricultural sector.

© Discussion and Conclusion: Economic globalization in both regimes has a
: positive and significant impact on the value added of the agricultural sector.
: Hence, Diamond Porter's theory can be applied in the agricultural sector to
: improve the value added of this sector. Therefore, it is necessary to follow the

: example of successful countries and accelerate the process of membership in the
¢ World Trade Organization in order to liberalize the economy, impose trade
" tariffs in accordance with the internal and external conditions of economic

markets in a way that leads to improvement in exports and imports, production,
employment and income levels.
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Extended Abstract

Introduction:

The development of the agricultural sector as one of the
most important economic sectors or even beyond it, as a
necessary  prerequisite  for achieving sustainable
development of the country is vital; so that without
removing the obstacles to development in this sector,
other sectors, including the industrial sector, cannot be
expected to flourish and develop. Hence, the development
of this sector has always been the concern of policymakers
and decision-makers. In this regard, the government plans
and spends money every year to develop this sector in
order to provide the food needed by the society and the
food security of the country. This sector is not only of
particular importance for ensuring the food security of the
country; but it is also effective in the growth of these
sectors by providing the raw materials needed by the
related industries. The importance of the agricultural
sector has caused the growth of this sector to always be
the goal of policymaking and macro-planning.
Undoubtedly, achieving this goal will not be possible
without identifying the drivers of growth of the
agricultural sector. The agricultural sector in Iran accounts
for about 26 percent of the gross domestic product, 26
percent of non-oil exports, and 23 percent of the country's
total employment. Also, more than 85 percent of the
country's food is supplied in this sector. In this regard, the
main objective of the study is to examine the factors
affecting the value added of the agricultural sector in
different economic conditions with an emphasis on
Porter's diamond value creation in Iran.

Materials and Methods:

In this study, the Markov vector autoregression-switching
method was used. The Markov vector autoregression-
switching model or regime switching is one of the most
famous nonlinear models. This method uses several
equations to explain the behavior of variables in order to
explain complex dynamic patterns. This model states that
there are breaks in the time series, which changes the
relationship between the variables of a model and a fixed
model cannot be considered for them. The Markov
switching model allows long-term fluctuations in the data
and switching (changing discrete and discontinuous
regimes in dynamic data to the model) to be identified.
Basically, in these models, it is assumed that the regimes
are not observable, but are determined by an underlying
and unobservable random process.

In this study, the variables of agricultural value added,
agricultural land use, irrigated land area, fertilizer,
temperature, inflation, domestic agricultural credit and
facilities, economic globalization index, and human
capital index were used. Statistical data of the variables of
agricultural value added, agricultural land use, irrigated
land area, fertilizer, and temperature were extracted from
the Five website, statistical data of inflation, domestic
agricultural credit and facilities, and human capital index
were extracted from the World Bank, and statistical data
of the economic globalization index were extracted from
the Swiss KOF Institute (Business Cycle Research
Institute). The software used in this study is Ox metrics
7.3 and the time period is 1981-2020.

Findings:
Based on the results obtained, except for inflation and
temperature variables, all research variables in both
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regimes had a positive and significant effect on the value
added of the agricultural sector. So that with the
improvement of agricultural land use, economic
globalization, increased use of fertilizer, credits and
facilities of the domestic agricultural sector, area of
irrigated lands (equipped with irrigation systems), and
human capital, the value added of the agricultural sector
has increased. Also, all the variables studied except
inflation in regime one (boom regime) had a greater effect
on the value added of the agricultural sector than in regime
two (stagnation regime). This result means that the value
added of the agricultural sector has a higher sensitivity to
the explanatory variables in the boom period. Although
the globalization of the economy and the increase in the
export of agricultural products have increased the value
added of the agricultural sector in this study. The results
of the study by Afif and Abi (2020) showed that trade
openness is a deterrent factor for the value added of the
agricultural sector. This deterrent is stronger when the
domestic production capacity is low.

Discussion and Conclusion:

Competitiveness is a key criterion for assessing the degree
of success of countries, industries and enterprises in the
fields of political, economic and commercial competition.
In this regard, Michael Porter states that the
competitiveness of a country is influenced by various
conditions, including production resources, demand
conditions, supporting industries, strategy, structure and
competition of companies present in that country. The
results of this study showed that economic globalization
in both regimes has a positive and significant effect on the
added value of the agricultural sector in Iran. With an
increase of one unit in the economic globalization index,
on average, assuming that other conditions remain
constant, the added value of the agricultural sector in Iran
has increased by 0.225 and 0.204 units in regimes 1 and 2,
respectively. Therefore, Diamond Porter's theory can be
applied in the agricultural sector to improve the added
value of this sector. Therefore, it is necessary to follow the
example of successful countries and accelerate the process
of membership in the World Trade Organization for the
purpose of economic liberalization, and to impose trade
tariffs in accordance with the internal and external
conditions of economic markets in a way that leads to
improvement in exports and imports, production,
employment, and income levels.
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