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: Abstract

: Introduction: The agricultural sector is crucial to Iran's economy, significantly
: contributing to the gross national product and employment. However, it faces
: challenges such as export instability, international sanctions, exchange rate
¢ fluctuations, and unbalanced economic growth, all of which impact production
: capacity and sustainable development. Identifying factors affecting agricultural
: production is essential, prompting this study to examine the impact of sanctions
: on economic growth and agricultural production in Iran.

: Materials and Methods: This study used an ARDL model with stationary
: variables and data from 2002-2022 in Iran to identify factors affecting
: agricultural production growth.

© Findings: The study found that GDP positively impacted agricultural
¢ production growth in Iran both short and long term. Labor had a negative effect
¢ in the short term but a positive one in the long term. Trade liberalization
: negatively affected agricultural production growth in both timeframes. While
: agricultural export instability showed a short-term negative effect and a long-
: term positive one, sanctions negatively impacted growth in both periods.

¢ Conclusion: To strengthen Iran's agricultural production, policymakers should
: focus on enhancing sector productivity through increased investment in
¢ infrastructure and new technologies. Diversifying export markets and reducing
¢ reliance on a few products are essential due to the negative effects of sanctions
: and export instability. Additionally, supporting domestic producers with
: targeted subsidies and product insurance is important. Training the agricultural
: workforce can boost productivity and mitigate short-term challenges. Lastly,
: fostering regional and international cooperation can facilitate access to advanced
¢ technologies and new markets for sustainable growth.
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The impact of export instability, sanctions, and economic growth on agricultural production in Iran

Extended Abstract

Introduction:

The agricultural sector in Iran plays a crucial role in
food security, employment generation, and
economic contribution. Accounting for
approximately 10 to 15 percent of the nation’s GDP,
agriculture is essential for sustaining the food
requirements of Iran’s nearly 85 million inhabitants.
It employs over 18 percent of the country’s labor
force, signaling its importance as a major
employment sector (Maghrebi et al., 2020).
However, the sector faces significant challenges that
threaten its sustainability and development. Issues
such as water scarcity, climate change, unstable
export markets, international sanctions, and
fluctuating exchange rates complicate production
capabilities and hinder long-term growth. The
instability of economic indicators, particularly
concerning agricultural export earnings, poses a
critical challenge in the discourse surrounding
economic development and sustainability. This
instability undermines the sector’s ability to achieve
consistent growth and development, marking it as a
key focus area for both policymakers and
stakeholders (Shakoori, 2006; Paroon and Paroon,
2014).

Materials and Methods

This study aims to understand the short-term and
long-term relationship between export volatility,
sanctions, and economic growth in agricultural
production. For this purpose, time series data for
2002-2022 were collected from the World Bank and
Central Bank of Iran databases. The objective of this
study is to examine the short-term and long-term
relationships among export volatility, sanctions, and
economic growth within the context of agricultural
production. To achieve this aim, time series data
covering the period from 2002 to 2022 has been
collected from the World Bank and the Central Bank
of Iran databases.

The study is based on theoretical foundations and
empirical studies, including Acemoglu et al. (2019)
and Heidari (2022), and is modeled as follows:
AGRIP=F(AGRIP, GDP, AGRIT, AGRIL, EXCHR,
INDEX1, INDEX2)

LAGRIP, = ay + a,LAGRIT, + a3LGDP, +
a,LAGRIL; + asLEXCHR; + a(LINDEX1, +
a,LINDEX2, + &,

Prior to model estimation, we employed generalized
Dickey-Fuller (ADF) tests to assess the stationarity
of the variables involved. Considering the potential
for variable effects to diverge in the short run versus
the long run, we utilized the autoregressive
distributed lag (ARDL) approach as outlined by
Pesaran et al. (1996, 2001), along with Pesaran and
Shin (1999) and Pesaran and Smith (2014), to
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analyze the relationships among the model variables
and conduct dynamic analyses.

Findings

The study found that Iran's economic growth
positively contributes to agricultural production by
increasing investment in infrastructure, developing
new technologies, and improving access to inputs.
This aligns with Mohammadi Khiare and Mazhari
(2017), which stated that economic growth drives
agricultural development, and Diao et al. (2010),
who emphasized that sustainable growth can
enhance productivity.

Short-term negative impacts of labor stem from a
lack of specialized skills, but long-term benefits
arise from improved education, as supported by
Lotfi Jalalabadi et al. (2013) and the World Bank
(2020). Trade liberalization may pressure domestic
producers and decrease growth, confirming Abbasi
et al. (1400), which highlighted the need for
government support.

Export instability adversely affects production due
to fluctuating earnings, but diversifying exports can
mitigate this, as noted by Peron and Peron (2014)
and Baldwin (2016). Sanctions negatively impact
growth by limiting access to inputs and technology
(Khalidi and Ardestan, 2000; Morgan et al., 2023).
To enhance agricultural production, policymakers
should invest in infrastructure and technology,
diversify export markets, support domestic
producers with subsidies, and focus on workforce
training. Strengthening regional and international
cooperation can foster sustainable growth in the
agricultural sector.

Discussion and Conclusion

To enhance agricultural production in Iran,
policymakers should concentrate on improving
sector productivity through increased investment in
infrastructure and the adoption of new technologies.
It is crucial to diversify export markets and lessen
dependence on a limited number of products,
particularly in light of the adverse effects of
sanctions and export volatility. Furthermore,
providing targeted subsidies and product insurance
to domestic producers is essential for fostering
growth. Investment in training for the agricultural
workforce can significantly enhance productivity
and address immediate challenges. Finally,
promoting regional and international cooperation
can improve access to advanced technologies and
new markets, thereby facilitating sustainable
growth.
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g oo o3lazwl (ECM) Y LS
ALAGRIP; = @y + @; X7_ ALAGRIP,_; +
0, %71 ALGDP,_y + @3 X¥_; ALAGRIT,_; +
0425 ALAGRIL._; + @5 X)_; ALEXCHR,_; +

O Xj-, ALINDEX1, y + @, X]_, ALINDEX2, 1 + @ECT;_; +

&t
138 kg
Slayiell B; b 0y dio 1 oy By doite JSlis A
Oezed Cawl iedidy gla ol Y7 B yy g Gt obisS
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ke Ol Sese Sl Sl oo
Variable Mean Std. Dev. CVv
GDP (M$) 282752 172510 0.61
AGRIP (M$) 30475 14818 0.48
AGRIL(1000P) 6156 1017 0.16
AGRIT 0.28 0.10 0.35
EXCHR(rial) 34916 62598 1.79
INDEX1(M$) 2792 1758 0.62
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Variable Result

LGDP -3.76"(0.03) 1(1)
LAGRIL -4.217(0.012) 1(1)
LAGRIP -3.35%(0.079) 1(0)
LAGRIT -4.05(0.017) 1(0)
LEXCHR -4.89"(0.00) 1(1)
LINDEX1 -4.43(0.00) 1(1)
LINDEX2 -5.35"7(0.00) 1(1)

Source: research findings
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o | Slae
90 o3bel 55) b o
Te:tys)ta;istic VL;)l)Je d);iw:ifaju Critical Value Bounds
gnit. 10 Bound 11 Bound
2.12 3.23
F-statistic 2.45 3.61
13.46 2.50% 2.75 3.99
3.15 4.43

Source: research findings
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Variable Coefficient t-stat Prob

LGDP 0.41%** 5.12 0.00
LAGRIL -0.49*** -3.69 0.00
LAGRIT -0.91*** -7.50 0.00
LEXCHR 0.24%** 4,22 0.00
LINDEX1 0.22* 1.90 0.08
LINDEX2 -0.34*** -3.24 0.00

Source: research findings
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SIS plopw (pogad isy § Cgd 398 el Cunl (Sew
S59laS (g sl slid g (Sl e lop; ) (6 uin
O Ol (5] el pE sl &y ol (pl oS i plogl
Slgi oo Sl S0 onlply w300 G133 (55)5La8
Jos (65)gliS (A dawgi g gm0 sl Sy G e 4
2 lall Gam o jale e oo ol S
A6 emaplis 8 Jga o ol o (55,0l s Sl
b by o0 Canl i ol 3)Sdas 2 b 25 (] ogllaol

- - S
Variable Coefficient t-stat
C 10.54™ 11.81 0.00
D(LGDP) 0.34" 7.20 0.00
D(LAGRIL) -0.60™" -4.45 0.00
D(LAGRIL(-1)) 0.69™" 4.60 0.00
D(LAGRIT) -0.81™ -12.6 0.00
D(LEXCHR) 0.045 1.08 0.29
D(LINDEX1) -28.78™" -12.5 0.00
D(LINDEX1(-1)) 27.36™ 12.8 0.00
DLINDEX2 -0.23™ -3.99 0.00
DLINDEX2(-1) 0.14* 2.92 0.01
CoinEq(-1) -1.37 -11.8 0.00

Source: research findings
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