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Introduction: Iran's membership in the Shanghai Cooperation Organization (SCO) has
provided an opportunity for political, economic, and trade cooperation. The study aimed
at examining the macro variables affecting exports and trade balance in the agricultural
sector between Iran and SCO member countries (India, Kazakhstan, China, Kyrgyzstan,
Pakistan, Russia, Tajikistan, and Uzbekistan) using the gravity model and panel data
approach during 2003-2022.

Materials and Methods: The gravity model was employed to determine the effects of
main variables on agricultural exports and trade balance between Iran and SCO member
countries. Based on the results of Limer, Fisher and Hausman tests, the export pattern of
Iran's agriculture was estimated using the fixed effects model, and the trade balance of
Iran's agriculture was estimated using the two-way random effects model (cross-sectional
and time).

Results and Discussion: The results indicated that the variables of Gross Domestic
Product (GDP) of SCO member countries, the value added of Iran's agricultural sector,
and the real exchange rate had significantly positive impacts on Iran’s agricultural exports
to SCO member countries; in addition, the variables such as the price ratio of lIran’s
agricultural exports to SCO member countries, fluctuations in the real exchange rate, and
the Liner similarity index had significantly negative impacts on agricultural exports to
SCO member countries.
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The estimation results of factors affecting the trade balance of Iran’s agricultural
sector also showed that the GDP per capita of SCO member countries, the price
of agricultural exports of member countries, and the price of Iran’s agricultural
exports had significantly positive effects on the trade balance of Iran’s agricultural
sector with the SCO member countries. Given the positive impact of the value
added of Iran’s agricultural sector on Iran’s exports, it is important to plan for
directing agricultural sector revenues towards the development of production and
export infrastructure. It is also crucial to enhance the export regime towards
countries where Iran’s export prices are lower compared to their import prices.

Conclusion and Suggestions: Based on the results, the following suggestions are

proposed to enhance the agricultural exports and improve the trade balance of the

agricultural sector of Iran with the Shanghai Cooperation Organization (SCO)
member countries:

e The Gross Domestic Product (GDP) of SCO member countries has a
significantly positive impact on Iran’s agricultural exports to these countries.
Therefore, the countries with higher income and increasing growth can be
considered as potential markets for Iranian agricultural exports. It is essential
to focus on expanding exports to the countries with lower income differentials
with Iran (such as Pakistan, Uzbekistan, Kazakhstan, Tajikistan, Kyrgyzstan,
Russia, India, and China).

e Given the positive impact of the value-added of Iran’s agricultural sector on
agricultural exports, planning to direct agricultural sector revenues towards
developing production infrastructure is recommended. This highlights the role
of improving agricultural production in reducing dependence on imports and
expanding exports. Supporting production and farmers to facilitate and
streamline the agricultural production cycle and strengthen the agricultural
production infrastructure are emphasized. Price support policy, income
support policy, and support policy for the development of agricultural
processing industries can facilitate export planning and development.

e The price ratio of Iranian agricultural exports to the SCO member countries
also negatively affects Iran’s agricultural exports and trade balance with these
countries. Therefore, initially, expanding export opportunities to the countries
where Iran’s export prices are lower than their import prices is recommended.
Subsequently, reducing the total cost of the product to lower Iran’s export
prices can be pursued. For example, reducing transportation costs by selecting
countries geographically closer to Iran is emphasized.
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1. Hodrick Prescott (HP) filter

2. Autoregressive Conditional Heteroscedasticity (ARCH)
3. First-order difference of a logarithmic exchange rate
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1. independence of cross-sectional units
2. second-generation stationarity test

3. Limmer

4. Fisher

5. Hausman

6. pooled data
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