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PP:43-59 supply of necessary food for society. It helps to reduce unemployment
rate and poverty. The business in this sector increases the choice of
production of different goods, decreases innovation costs, and
provides more new goods through importing required inputs and new
technologies. So the trade openness in agricultural sector has led to
the development and expansion of this sector. This study aims to
investigate the relationship between the effect of trade openness on
the import of some agricultural inputs in Iran.

Materials and Methods: The long-run and short-run impact of trade
openness on the import of some inputs in the Iranian agricultural
sector was investigated from 2009-2018 using panel data analysis. To
estimate the relationships of the studied variables, the panel mean
group model with auto regressive distributed lags (PMG-ARDL) and
mean group (MG) was used.

Findings: The results of PMG-ARDL model showed that the trade
openness index has increased the import of agricultural inputs by
0.32% in the long run. Also, the values of this index for fertilizer,
chemical pesticides and agricultural seeds were calculated as -0.578,
0.17 and 0.043, respectively, which indicated that Iran is highly
dependent on imports to provide agricultural inputs.

Conclusion: The results of this study showed that in the long run, the
trade openness index has a positive impact on the import of inputs in
the agricultural sector, which has negative consequences for the
agricultural sector and for farmers. In this regard, the government's
support policies should be used more in order to increase domestic
production and support producers against foreign competitors, and
create appropriate infrastructures for the introduction of new and
advanced technologies.
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Extended Abstract
Introduction

Nowadays, the agricultural sector has had
a significant impact on the economic status
of societies and has played a key role in the
growth and development of the many
countries especially in their production
activities (1). Business in this sector leads to
increase  productivity by  providing
producers with access to required inputs
and new technologies (2). Also, it develops
the production possibility restriction and
reduces innovation costs. Based on the
literature review in the field of the impact of
trade openness on non-oil exports and
imports, Iran is among the countries that
have paid special attention to trade policy
to provide some of the inputs needed by
farmers (3). Indeed, most necessary farming
inputs are provided through imports in
Iran. So, the present study was conducted to
investigate the impact of trade openness on
the import of many agricultural inputs.

Materials and Methods

First, the international trade level index
and trade openness index were analyzed for
Iran. The trade openness index range is
from zero to one, where zero indicates the
absence of intra-sector trade and one
indicates complete intra-sector trade.
Investigating the long-run and short-run
impacts of trade openness on the import of
many inputs has been done in Iran's
agricultural sector from 2009 to 2018 using
panel data. Panel unit root tests including
Levin, Lin, and Cho (LIC), I'm, Pesaran, and
Shin (IPS), augmented Dickey-Fuller. (ADF),
and Phillips Peron (PP) tests were
estimated. Also, Co-integration tests
including Kao, Westerlund, and Pedroni
tests for model variables were evaluated.
Chow's test was used to choose between the
fixed effects model and pooled data. The
zero hypotheses of this test are the choice of
pooled data method and its priority over
panel data. The F statistic in Chow's test
was 16.90 which is significant, so the null
hypothesis based on the equality of the
constants among various sections was
rejected. Therefore, the panel data method
was used to estimate the model. The
Hausman test was used to choose between
fixed and random effects. Finally, the

estimation of long-run and short-run
relationships of the studied variables was
done using PMG-ARDL and GM methods.
The most desirable aspect of these models
is the possibility of estimation of long-run
coefficients and the speed of their
adjustment towards the long run. The
import of inputs in this research includes
poisons and chemical fertilizers and various
agricultural seeds based on the ISIC tariff
code.

Findings

The results of the estimation of the PMG-
ARDL and GM models showed that in the
long run, the trade openness index has a
positive impact on the import of
agricultural sector inputs. The impact of
trade openness on the inputs of fertilizers,
chemical pesticides, and agricultural seeds
was calculated as -0/578, 0/17, and 0/043
respectively. It shows that Iran is dependent
on imports to provide agricultural inputs.
The estimated Hausman test statistic is 0.04
showed that the null hypothesis of long-
term homogeneity for each variable was not
rejected at 95 percent significant levels.
Therefore, the accumulation or long-run
homogeneity between variables was
accepted in PMG estimation. So, the analysis
of the results is based on the PMG model.
The coefficient of error correction sentence
EC (-1) was significant and its sign was
expected (negative). Adjustment speed
according to the PMG model is -0.75 means
that 75% of the shock entered in the short-
run is adjusted and tends towards the long-
run trend. It can be said that the impact of
the incoming shocks will be disappeared
two years after imposing a shock. So, it was
concluded that the speed of adjustment in
the PMG model is favorable compared to the
MG model and the long-run equilibrium
relationship between the variables of the
model is established. The estimated
coefficients with the help of the PMG model
showed that all the variables had a positive
and significant impact on the import of
agricultural inputs in the long run. The
estimated coefficient for the index of trade
openness, in the long run, showed its
positive impact on the import of
agricultural inputs, indeed one percent
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increase in the trade trend leads to an
increase in the number of imports by 0.32
percent. Also, the estimated coefficient of
the oil income variable showed that oil
income harmed the import of agricultural
inputs, development to improve the
country's trade balance and reduce the
country's budget deficit will be useful and
effective to boost imports.

Discussion

The results of the model estimation
showed that trade openness has increased
the import of agricultural inputs in the long
run. This issue can damage the country's
economy due to the country's approach to
becoming a member of the World Trade
Organization (one of the main requirements
for membership in this organization is to
remove obstacles and  commercial
restrictions). In the long run, the increase in
imports will lead to a decrease in the oil
revenue of the government and leads to a
budget deficit, especially in the agricultural
sector. Considering the balance in the
process of export and import, taking into
account all economic, environmental, and
social dimensions, will play an important
role in the prosperity of the country's
economy. In developing countries like Iran,
basic steps should be taken to increase
economic growth by reducing trade
restrictions, developing exports, and
employing a skilled and specialized
workforce. A high level of economic growth
in the economy can be achieved with trade
openness through the reduction of tariffs
and the development of exports and by
strengthening and specializing workforces.
In this way, the existing capacities and
abilities will be optimally used and
resources and production factors will be
used with maximum production efficiency.

Conclusion

The results confirmed a significant
positive  relationship between trade
openness and the import of inputs in the
agricultural sector in the long run. It can be
said that government should make
supporting decisions to increase domestic
production, provide new and appropriate

technologies, and guarantee price policy
through trade openness channels.
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