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Economic and environmental impacts of tariffs removal: An CGE framework analysis

focusing on agriculture sector

Z.Farajzadeh & M. Bakhshoodeh”
Abstract

Iran is required to reduce import tariffs to be accepted as a member of the World Trade Organization. Up to now,
economic impacts of tariff removal have been considered more deeply, while it is expected to have significant
environmental impacts. Agriculture, among the others, is considered as vulnerable sector, needing for in depth
analysis. This study aims at investigating economic and environmental impacts of tariffs removal especially on
agriculture sector. To get the objective a computable general equilibrium framework based on the Iranian social
accounting matrix of 1999 was used. The matrix was modified using import tariff data for 2009 and subsidies of 2008
as well as tariff equivalence of non tariff barriers. The results showed that removing agriculture and agriculture
industries tariffs, makes agriculture output and prices to fall. Cutting non-agriculture tariffs results in higher output
and lower prices in agricultural sectors, however, the changes in output exceeds the corresponding price changes.
Cutting tariffs also raises the welfare. In particular, the high income and urban households will be better off much
more than the others. Pollutants emission also tends to decrease as removing the tariffs. Agriculture output

composition will change in favor of horticultural products if tariffs are removed.
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