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2. Two-Stage Least Square
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An analysis of industrial- agricultural interactions : A case study in Iran

Alireza Karbassi, Ph.D."
Hamideh Khaksar Astane™

This study evaluate the relationship between agriculture and industry, and it
can be important for evaluating past policies<and strategy formation for
future. Without understanding of the relationship between these major
sectors, it is difficult to understand fully the dynamics/of development and
construct effective policies for sustainable economic growth.

The first of this research is to understand the interaction between the
industrial and agricultural sectors of Iran’s economy, and the second is to
evaluate the relationship between tomato production, as the agricultural
portion of which dependens to industry;.and the GDP industrial growth. It
includes a simultaneous analysis of the impact of agricultural and industrial
GDP on one another.

The data were collected from pds information bank and FAO and cover the
period during 1978. — 2000. Estimation was done by the ordinary least
squares (OLS) method«and two-stage least squares (2SLS).

Results showed that these sectors are complementary to each other, but
agriculture tends to benefit more from industrial growth than viceversa. Also
another results.of estimation indicate that the tomato production can be the
adequate factor in industrial growth, but the tomato production coefficient is
small in tomato — dependent GDP industrial equation, and it represents that
tomato production has a few impact in industrial growth.

Key word: Agriculture, Industry, growth, Tomato production, GDP.

" Assistant Professor of Agricultural Economics, Zabol university.
** Graduate Student of Agricultural Economics, Zabol university.
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