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: Abstract

: Introduction: Changes in the exchange rate through changing prices and
: affecting the trade of inputs and agricultural products will have positive
¢ and negative effects on economic variables such as trade balance and its
: added value.This study seeks to investigate the effect of exchange rates on
: the value added of Iran's agriculture and to provide the necessary
: supportive policies.

¢ Materials and Methods: In the present study, using the statistics of 1978-
: 2017, the effects of free exchange rate changes on the value added of
: Iran's agricultural sector in the form of an ARDL regression model have
¢ been estimated and studied.

¢ Findings: Results showed a significant positive effect of free exchange
: rate lag and significant negative effect of free exchange rate volatility on
: agricultural value added in short- run. in long- run, free exchange rate and
: free exchange rate volatility had no significant effect on value added of
: Iran,s agriculture. The long-term economic growth of the agricultural
: sector depends on investment.

: Conclusion: to support agriculture in the forward conditions and in order
: to maintain its economic growth, targeted management of agricultural
: inputs, increased guaranteed purchase prices of products, payment of
: institutional subsidies, injection of public capital into agriculture, and
: support for private investment in agriculture are proposed.
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Extended Abstract

Introduction

The exchange rate from a policy perspective
can be used as a tool to change the trade
balance and maintain or change the value of
the national currency. Although the
"weakening of the national currency" is
referred to as a targeted policy to improve the
trade balance, the sharp devaluation of the
national currency is no longer a targeted tool
for reforming the economic structure and
development of trade, but as a destructive
phenomenon. It is mentioned [25]. The sharp
increase in the exchange rate in 2012-2019
(especially its high rise since the beginning of
2018), the Iranian agricultural sector both
through the domestic channel (increase in in
price of domestic inputs and production) and
foreign channels (increase in price of imported
inputs and Exported products) affected. The
aim of this study was to investigate the effects
of exchange rate changes on the value added
growth of Iran's agricultural sector and to
extract compensatory support policies for
agriculture in the face of severe exchange rate
fluctuations.

Materials and Methods
Since the effect of some macro variables such

as monetary and investment variables is
delayed and it is possible to use different
intervals to maintain data, in the present study,
the effects of exchange rate changes (free
exchange rate and free exchange rate
volatility) The value added of the agricultural
sector has been estimated and studied in the
form of the ARDL regression model. The
linear ARDL method has been used to
estimate the model. The statistical population
of the study is the agricultural sector of Iran
and its time period is related to the years 1978-
2017. The method of data collection is library
and the statistics of the National Productivity
Organization of Iran and the Central Bank of
the Islamic Republic of Iran have been used.
Due to the lack of publication of the time
series before 2004 based on the base year
2011, the statistics for the years 1978-2003
have been recalculated based on the base year

2011. E-Views software was used to estimate
the models.

Findings

The results of this study showed:

1. In the short run, an increase in the free
exchange rate with a one-year lag has a
significant positive effect (with a standard
coefficient of 0.07) and instability of the free
exchange rate with a lag with a significant
negative effect (with a standard coefficient of -
0.04) on Iran's agricultural value added Left.

2. The value added of Iran's agricultural sector
in the long run will be positively affected by
the productivity of net agricultural capital
stock and per capita net capital stock. This
result indicates that the continuous and stable
economic growth in Iran's agricultural sector
will be based on increased investment in this
sector.

3. The free exchange rate (despite a positive
relationship) and exchange rate instability
(despite a negative relationship) have not had
any significant impact on the value added
growth of Iran's agricultural sector in the long
run.

4. The outflow of agricultural value added
from the balance due to various factors,
including exchange rate increases, has
devastating consequences, and the return to
equilibrium of the country's agricultural value
added requires a relatively long time (5 years).

Discussion

The sharp rise in the exchange rate in 2011-
2019 due to the expansion of economic
sanctions left its economic effects on the
Iranian economy (including the agricultural
sector). The Joint Comprehensive Plan of
Action (JCPOA) agreement never reduced the
exchange rate to the level before the 2010-
2013 economic sanctions and merely reduced
the exchange rate growth in the Iranian
economy. The withdrawal of the United States
from JCPOA and the return of unilateral
sanctions against Iran by this country in 2018
caused another but sharp jump in the exchange
rate in the Iranian economy that year. Lack of
access to the statistics of explanatory and
dependent variables studied in 2018 and 2019,
caused the effect of severe currency shock in
those years on the value added of Iran's
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agricultural sector in estimating the model and
its coefficients.

Estimation of ARDL short-run regression
model shows that the value added of the
agricultural sector in the short run is positively
affected by the value added of agriculture in
the last two years (LVA (-1) and LVA (-2)),
net agricultural capital stock (LKP)
productivity, The free exchange rate will be
interrupted by an interval (LNER (-1)) and the
current per capita capital stock (LKLA). One-
stop free exchange rate volatility (VOL (-1))
has had a significant negative effect on the
value added of the agricultural sector. The
conclusion about the effect of exchange rate
volatility on value added is consistent with the
results of Halafi [8] and Mehrabi Boshrabadi
& Javadan [15] studies and with the results of
Tavakoli et al. [30], is different. This is while
from the point of view of Mahmoudi et al. [14]
Self-sufficient sectors such as agriculture are
less affected by exchange rate fluctuations due
to their low dependence on foreign exchange
earnings. In the short run, the effect of free
exchange rate (LNER) on agricultural value
added has not been significant, which is the
result of studies by Mehrara & Sarkhosh [16]
and Morowat et al. [18] is consistent. But the
free exchange rate, with a one-year hiatus, has
left a significant positive effect on the value
added of agriculture. The study of Morowat et
al. [18], showing the negative relationship and
outcome of studies by Kogid et al. [12] and
Shahbazi & Najjar Ghabel [25] show a
positive relationship between exchange rates
and economic growth indicators.

Long-run model related to the effects of
factors affecting the value added of Iran's
agricultural sector (Long-Run ARDL) shows
that the value added of this sector in the long
run, positively affected by net agricultural
capital productivity (LKP) and per capita net
labor capital (LKLA) Will be placed. This
result indicates that the continuous and stable
economic growth in Iran's agricultural sector
will be based on increased investment in this
sector. The free exchange rate (LNER),
despite the positive relationship and exchange
rate volatility (VOL), despite the negative
relationship, none of them had a significant
impact on the value added of Iran's agricultural
sector in the long run.

It takes about five periods of time (years) for
imbalances to reach equilibrium in the long
run. This suggests that the outflow of

agricultural value added from the balance due
to various factors, including a sharp rise in
exchange rates, has devastating consequences,
and a return to balance of this variable will
require a relatively long time (5 years).

Conclusion

Given the current situation of the Iranian
economy on the one hand and the importance
of sustainable food security and providing
foreign exchange earnings for the country on
the other hand, the need to continue the growth
of Iran's agricultural sector in the current
conditions (economic sanctions, outbreak of
Covid-19 and recession ), Will become more
apparent. Therefore:

1) Due to the short-term effect of exchange

rate volatility on agricultural value added, it is
necessary to reduce the shock of currency
instability (increase) through the management
of agricultural input supply (timely and cheap
supply of agricultural inputs from domestic
and imported production) to the agricultural
sector. So that the production process and its
economic growth are not disrupted.

2) Considering the direct impact of the value
added of Iran's agricultural sector on the
productivity of capital stock and per capita net
capital, large private investment in those
agricultural activities that require less water
and soil resources (such as greenhouse crops)
through the allocation of special banking
facilities It will be necessary

3) Continuation and expansion of
compensatory protection policies for Iranian
farmers by the government in the form of
subsidies for agricultural inputs, reduction of
premiums paid by farmers, compensatory
payment of agricultural prices (in case of
suppression of market prices by the
government) and increased guaranteed
purchase prices of agricultural products in
Facing a resurgence of the exchange rate
(especially if the preferred currency of
agricultural import inputs is eliminated) will
be necessary in certain circumstances resulting
from sanctions and the occurrence of Covid-19
disease.
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Ethical Considerations In the present study, there was no need for

Compliance with ethical guidelines subjects to complete informed consent forms.
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