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The Effect of Trade Liberalization on Iranian Labor Productivity
in Agricultural Sector

A. Tavakoli- J. Mir-Mohammad Sadeghi* - E. Kamari'

Abstract

The main purpose of this paper is to analyze the effect of trade liberalization on the Iranian labor
productivity in agricultural sector. The agricultural exports and total imports tariff rate are used as two
trade liberalization policies. In addition to physical capital and labor inputs, the human capital is also
used in a neoclassical model. A time series data, from 1963 to.2003; and the OLS method and an error
correction model (ECM) are applied to estimate the long- run and short- run relationship between
trade liberalization policies and the productivity. The estimated results show that increasing
agricultural exports and reducing import tariff rate have positive effect on the labor productivity in
agricultural sector both in the short- run and long- run. Even though the effect of human capital on the
productivity is positive but it is only statistically significant in the short- run. In the long run, as a
result of 10 percent increase of export per labor, or decrease of import tariff rate, the level of labor
productivity rises by 0.5 percent and 0.9 percent, respectively. Since the effect of reducing tariff rate is
higher than the effect of increasing export per labor, the policymakers should change their policies
towards adjusting the tariff rates.

Key words: Trade liberalization, Iran, Agricultural sector, Labor productivity
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