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ABSTRACT

Agricultural value-added growth is important for alleviation of poverty, improvement of food
security and growth the other sectors of an economy. To achieve rapid growth in agriculture sector,
the effective factors on growth must be identified. In recent years, economists have emphasized on
the impact of foreign trade on growth. This study examines the effect of international trade on
agricultural growth of D8 countries. The results of this research can be used to establish common
trade and agricultural policies within the group. The used data of this study for D8’s agriculture
sector in the period 1983-2007 mainly obtained from the FAO and the World Bank. The results
emphasize on the positive and significant impact of human and physical capital on D8’s
agricultural added-value growth. Also, it is found that import significantly improves added value.
Despite the expected, export has not significant impact on agricultural growth. Given the results if
this study, it is recommended that agricultural import is used as a channel for transferring
technology, increasing competitiveness, providing complementary goods and achieving inputs by
the D8 countries. It is better to reduce dependence on import in long term.
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Objectives

Economic growth may be defined as an ongoing increase in per capita GDP. It has always been
one of the most popular issues in economics. Especially, agricultural growth is very important
because it is very important to increase food security, to fight against poverty, to contribute to
growth in other sectors of the economy, to preserve natural resources, to improve income
distribution, and to decrease unemployment. To achieve economic growth first, it was answered
which factors affect it. Hence, economists have allocated a major part of their discussion to
demonstrate the growth theories since a long time ago. In recent years, the growth theory
associated with the theory of international trade. The endogenous growth theorists such as
Grossman & Helpman (1991) have emphasized that the growth difference between countries has
great relationships with their foreign trade situation. Therefore, the main purpose of this study is to
examine the effect of foreign trade (exports and imports) on added value in the agriculture sector of
D-8 countries.

Methods

Based on theoretical and empirical literature we can set up the following regression:

LAVP, =a +BLCAP, + BLEXP, + BLIMP, + B,LMSP, +&,

Wherea is the intercept, ¢ is the error term and LMSP is the logarithm of the index of per capita
human capital. LAVP, LCAP, LEXP, and LIMP respectively are the logarithm of per capita added
value (as an index of economic growth), the logarithm of per capita exports, and the logarithm of
per capita imports in the agriculture sector.

The data for added value and human capital respectively was obtained from the World Bank (2012)
and Barro & Lee Dataset (2012). The other data were taken from the FAO (2012). All variables
were converted to constant 2000 dollars. To calculate the real value of the added value and physical
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capital stock, the US GDP deflator was used, which was obtained from the World Bank (2012).
The exports and imports data were converted to real terms using the food export/import price index
from the US Bureau of Labor Statistics.

In this study, we use the panel data models to estimate the regression. Panel data models give
more informative data, more variability, less Multicollinearity, more degrees of freedom, and more
efficiency. Having such advantages, recently panel data has been widely used in economic studies.
Generally, panel data models may be divided into five groups: pooled regression, separable
regression, seemingly unrelated regression (SUR), least squares dummy variable regression
(LSDV), error components, and random coefficients. In pooled regression model it is supposed that
the behavior of all individuals is similar and doesn’t change during the time, That is, after
estimating the model by the OLS method, one intercept, and one slope coefficient will be obtained.
In the SUR model, all the coefficients (both slope and intercept) are different for each individual. In
the LSDV maodel, the slope coefficients are similar for all subjects, but the intercept is different for
them. In the error components model again it is supposed that the slope coefficient is homogenous
across the panel but individual effects are considered random, That is, the special characteristics of
each unit operate as similar as an error term. Therefore, it is also named as the random effect
model. The Random coefficients model is a generalization of error components. In this case, it is
supposed that all coefficients are random. To examine the stationary, we use the unit root tests:
LLC, Breitung, Hadri, IPS, Fisher, and CADF. To examine the cointegration, we use the Kao and
Padroni tests.

Results

In the first stage, the results of unit root tests showed all variables are I(1). In the second stage,
the results allowed us to reject the null hypothesis of non-cointegration. In the third stage, the
regression with some methods: POLS, LSDV, GLS, IV-FE, IV-RE, and Swamy. In the fourth
stage, we tried to select an appropriate panel data model based on the aim of the study and the
results of related tests. The models of separable regression and SUR are not suitable for this study;
because we are going to estimate slope coefficients for D-8 and not separately for each member
state. For selecting between the pooled regression model and LSDV can be used the poolability
test. The F-statistic for this test is greater than the critical value of 1%. Therefore, using pooled
regression and POLS is not suitable. LM statistic for random effects test is not significant. In
addition, the robust Hausman test pointed out that there is a fixed effect in the data. Therefore
utilizing error components and random coefficient models will not be correct. However, because of
cross-sectional dependence, we cannot employ LSDV. In this case, the appropriate procedure for
estimation is a linear regression with panel-corrected standard errors (PCSE).
The results of the PCSE method showed except export coefficient, the rest of the explanatory
variables coefficients are positive, significant at 1% level, and theoretically correct. We employ the
PMG method to estimate ECM. It is observed that the coefficient of error correction term is
significant at 1% level, negative and lower than one (-0.45), which indicates a causal relationship
from explanatory variables to the independent variable. It also shows that 45% of the deviation
from long-run agricultural growth is corrected each year.

Discussion

The results of panel data estimation by using various techniques, especially the PCSE method
show imports have a positive effect on agricultural growth while export doesn't effect on it. In
previous studies, Mehrgan & Sheikhi (1996) and Samadi (2002) show the non-effect of exports on
Iran’s agricultural growth. In addition, the positive impact of import on the agriculture sector’s
growth is in contrast to the finding of Mehrabi Boshrabadi & Chizari (2000) but agrees with the
result of Karbasi & Tavana (2007). The policymakers, economic operators, and common people
should not always have a negative view of imports. At present time, it seems that the imports of
raw material and intermediate goods, especially in the animal sector, help the agriculture sector. Of
course, D-8 countries should not start irregular imports for the development of their agricultural
sector because the imports of special products in a special period for some countries may damage
internal production. The import can be considered as an opportunity to promote growth in D-8's
agriculture sector. It can use as a channel for transferring technology.
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