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The impact of trade linearization on investment in fishery industry if southern Iran.



Abstract:

One of the most important economic goals of countries is to create the necessary conditions
to increase economic growth and investment in economic infrastructures and achieve
economic growth and sustainable development. Considering the importance of fisheries
and aquaculture in recent years and the increasing trend of production from internal waters,
in order to preserve resources and promote exports, it is necessary to use appropriate
policies. Trade liberalization policies are one of the main mechanisms through which
global market forces—competition, technology transfer, and technological innovation—
create economic growth in developing countries. In this study, the impact of globalization
on investment in fishery industry in south of Iran was examined usingsa,Vvector auto
regression model (VAR) and international trade liberations Index. The datafor years 1370-
98 obtained from public information centers. The results indicate that variables.such as the
first lag in investment, trade liberalization and added value directly and the figst lag in the
interest rate indirectly have a significant effect ongthe investment in southern fisheries
industry. Also, the results of the instantaneous reaction,functiong(lRF) indicate that
fisheries investment in the future periods will havethe greatest impact on addedivalue, also
the impulse on trade liberalization in the early periods caused a very small increase in
investment and this effect was gradually adjusted in the later periods and is close to zero.
Therefore, trade liberalization as an indicator of stimulatingthe production and trade of
fisheries products can increase investment in fisherigs and by making the necessary
investments in production segtors with relative advanta& and.export sectors that have the
power of global competition, the,country's reliance on raw,materials and wasting resources
from being destroyed.

Keywords: trade liberalization, fisheriesyinvestmentjwvector auto regression model.
Introduction

One of the goals of the country's ecenomic development programs is to increase the export of non-
oil godds in order to reduee-the economy's dependence on foreign exchange earnings from the
export of exude oil. In addition to ensuring food security and creating employment, the agricultural
sector has a significanteffect on increasing the economic growth and can play an effective role in
the growth, of trade{(Central Bank of the Islamic Republic of Iran, 2014). Considering the
comparative advantage, investment as a source of financing can increase the production and export
of agricultural‘products (Aghansiri, 2011). Liberalization includes a set of measures to remove
government controls from the financial markets, goods, services, labor and the foreign sector and
transfer it to the market mechanism, these measures include: removing control from the financial
markets, releasing controlled prices and leaving the determination of prices to market forces. In
general, free trade literature shows that trade liberalization can increase domestic investment by
encouraging competition in domestic and international markets (Yang, 1991; Lee, 1993; Eicher,
1999).

Method



In this research, to investigate the effect of trade liberalization on the amount of investment, self-
explanatory models (VAR) was used to investigate the effect of shocks on the research variables,
using reaction functions (IRF).The following VAR model proposed by (Cherahi, 2014; Tayibi et
al., 2014; Shukri et al., 2015; Shakri and Mousavi, 2015) was estimated :

Inv=f (VAa lITy, IRs.....)

Inv: the amount of investment in South Fisheries
VA: Value Added South Fisheries

I1T: Trade Integration Index

IR: interest rate on long-term investment deposits

The index of international trade integration has been examined as an index of'globalization and

is calculated using the following formula; N\
|Xt - Mt| \
nrT=1-———
X, +M,

The required data published by the Central Bank of Iran and cdstoms office were used to achieve
the objectives of the study.

Results \

The results of the estimation ‘of the self-explanatory model of southern fisheries investment
indicate that all the variables are consistent and ‘consistent with the theory. The results show that
the first interruption of investment has,a significant,effect on the increase of investment in the
current period. The first break of tradelibexalization also has a positive and significant relationship
with the amount of investment inythe south, and the reason for this relationship can be that the
fisheries sector, especially in the,south of the country, is able to act as a mature commercial sector
in the gountry's economy..Based on the results of the correlation coefficient (R?), the explanatory
variablesief the model explainabout 86% of the changes in the investment variable. Investment in
previous period has apositive effect on the amount of investment in the current period. The trade
liberalization variable has a positive and significant effect on the amount of investment in its first
lag and increases the tnvestment of southern fisheries. The results of this research are in line with
the results of Kiohbar et al. (2019)

Conclusion

The results of the study indicate that trade liberalization creates investment opportunities in fishery
industry by providing a context to strengthen exports and fluctuation of added value will lead to
the fluctuation of investment in the long term. Therefore, stability in the business environment and
fishing industry on the one hand and the management of the caught fish market on the other hand
will ultimately lead to stability in investment in this industry. Therefore, it is recommended that
the country's policies are adopted to support the export of processed products, and it is
recommended to pay attention to the compilation and allocation of the desired support for the



allocation of productions in order to further increase trade liberalization. It seems that export
promotion policies may have a temporary and short-term negative effect on the growth of southern
industry, it is better to apply these policies on a long-term basis in order to have a positive effect
on the growth of southern industry. It is also suggested that in order to invest in southern fisheries,
it is necessary to consider incentives for the import of technology and fishing inputs.




