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Abstract

'y

One of the most important goals for all countrie i i s, isto achie\ve economic growth
and development. Given thakthe agriculturahtor t for these countries, economic
policymakers are focused on oting its growth an
role in accelerating the econom a developing countr
economic growth has been em ure. Therefore, considering
the significance of FDI and t impact on the agricultural
sector's performance is not e AutoRegressive Distributed
Lag (ARDL) methad to exﬂ i foreign direct investment and trade openness on

It

vestment (FDI) plays a vital
etween trade openness and

the growth of Iran's agricultural sector' i rom 1970 to 2022. The findings indicate that
ign'direct investm& i i ), and gross fixed capital have a positive and
act on the tong-termgr . Conversely, the inflation rate has a negative

ion growth of Iran's agricultural sector; however, trade openness
rm production growth of this sector.

Distributed Lag (A

JEL classification: F21, F4 13, C22.



The Impact of Foreign Direct Investment and Trade Openness on the
Performance of Iran's Agricultural Sector

Introduction

Given the significance of FDI and trade openness in the economy, and the uncertainty surrounding their definitive
effects on the performance of the agricultural sector from a theoretical perspective, this study employs the Auto
Regressive Distributed Lag (ARDL) method to experimentally examine the impact of foreign direct investment
and trade openness on the growth of Iran's agricultural sector's gross domestic product during the period from
1970 to 2022.

Materials and Methods W
The model utilized in this research is based on the study by Sult‘ d Sadking2023) jas follows:
g
AAFR = AAFR _; AFDI; _; AGDPR._; ACPI; _; ATRADE; _; E
R ﬂOJ"Bl; t-i +'32|Z t— * t-i +ﬂ4IZ t-i J’ﬂslZ -ite ‘ t&

The variables employed in this research i jon growt I: Heign direct
investment, GDP: gross domestic product_(ecohomic growth), CPI: infl rate, TRADE: degree of trade
openness (free trade), GF ross fixed ca i rm. The necessary data were

gathered from the World Ban

Results and Discussion ‘

In this research, the genera loyed to assess the stationarity of the time series

and the presence n|t * The was determined accordingly. The generalized
Dickey-Fuller test tes that at a all variables, except for the growth of the
agricu ar@stationary in9eth the cases of having an intercept without a

trend an ed on the results 8Fthe generalized Dickey-Fuller unit root tests,
the accumu i one and zero. Consequently, the ARDL method is applied in this
research.

To estimate long-ru i essential to first verify the existence of a long-run relationship. Therefore,
the F-Bound test intr saran, Shin, and Smith (2001) is also utilized. This method confirms the

existence of a long m relationship among the model's variables.

The results of the LM t
In fact, the null hypothesis
test suggest that the null hyp
of variance.

indicate that there is no autocorrelation among the residuals in the examined model.
no autocorrelation is not rejected. Additionally, the results of the heteroscedasticity
esis of the absence of heteroscedasticity is not rejected, indicating homogeneity

The following table presents theifesults of model estimation using the ARDL method.

Model estimation results using the ARDL method

Long-run relationship

Prob. t-Student standard deviation Coefficients Variables

0.00 3.66 6.25 22.91 FDI




0.00 3.48 0.39 1.36 GDP
0.05 2.14 0.38 0.82 GFC
0.02 -2.68 0.13 -0.37 INF
0.32 1.04 0.15 0.16 TRADE
0.00 5.82 11.57 67.43 C

Source: Research findings

The error correction model is employed to assess how short-run imbalances of degendent variables are corrected
towards long-run equilibrium. The results from estimating the'®rror correction modéhindicate that the coefficient
of the error correction term in the model is -0.20. This means tQatiim each period, 20%, of the imbalance in the
agricultural sector is corrected, moving closer to its long-run equilibrium trené, To ensSure the stability of the
estimated regression coefficients and the accuracy of the results obtained, including cumulative
residual (CUSUM) and cumulative residual squared (CUSUMSQ), are cend e residlials of the short-
run model. The results confirm the sta i udiedi\o .

positive and significant impact
rcial openness does not have
dditionally, gross domestic
nce agricultural production
production growth of the

Conclusion

The findings of this research indicate that
on the long-term producti
a significant effect on the gr
product (economic growth) and
growth. Conversely, the in‘on
agricultural sector.
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significant effect of trade openness on the production of Iran's agricultural sector
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ion and improving the overall performance of agriculture.
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(1) .7 ey APG
(1) § Qv -2.90 FDI
|(0\J\ -4.66 GDP
1(0) \ -2.97 GFC
1(0) -3.36 INF
(0) ATRADE -3.97 TRADE
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The critical ller test with intercept and without trend -2.93
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Source: Research findings
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Table 2. Generalized Dickey-Fuller unit root test (with intercept and trend)
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order of Dickie Fuller's Variables Dickie Fuller's Variables
integration statistics statistics
1(1) -6.97 AAPG -1.75 APG
1(1) -7.62 AFDI -3.19 FDI




1(0) - AGDP -4.89 GDP
1(0) - AGFC -3.94 GFC
1(0) - AINF -3.53 INF
1(0) - ATRADE -3.52 TRADE
gy 9T 3 0555 b Jod (Sud (g3l Syl
The critical value of the Dickey-Fuller test with intercept and trend -3.52
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Source: Research findings
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Table he results of the test for the f a long-run equilibrium relationship using the edge test (F-Bound)
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At the 1 percent level At the 5 percent level At the 10 percent level | Calculated F statistic
I(2) Q) 10) I(2) 10) Jao
8.84
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Table 4. The results of diagnostic tests of classical assumptions

il Siumnordgd G905 F —statistic 0.05 prob.F 0.99




The serial
autocorrelation test Obs *R —squared 429 | probChi —Square | 074

ol ,ly (lmeals yg03l F —statistic 0.54 prob.F 0.90
The He'gerogeneity of
Variance Test Obs *R —squared | 2355 | probChi —Square | 070
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0.05 14 0.38 0.82 GFC

. - 0.13 -0.37 INF
0.32 0.15 0.16 TRADE
0.0 82 11.57 67.43 C
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