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Extended Abstract

Introduction

One of the most fundamental revenue
resources in oil-rising countries would be
revenue resulting from exporting and selling
oil as well oil products. Lack of confidence
about future prices of this subterranean
resource as well as its great volatility have
caused oil exporting countries to experience
variable and unpredictable highs and lows in
terms of revenue at different times.

Exchange rate and oil prices are the important
factors for foreign trade in any country and
even fluctuation in these variables will affect
the economic and trade growth. The major
objectives of a national policy for a healthy
economy are food security, limitations on
emissions, economic growth, and compliance
with objectives set by the Kyoto protocol. The
biofuel market is an artificial market, the
function of which is regulated by state. The
role of this market has become crucial in
economic growth, satisfying the priority of
sustainability. On the other hand, the
alternative use of agricultural products such as
corn and soybean (either for food or to
produce biofuels) is leading to indirect land
use change and to a deterioration in the
problem of climate change.

Therefore, given the use of the two
agricultural products in the production of
biofuels, as well as their use for food, the
existing mutual interdependencies reflect the
mutual market interdependencies.

Increasing prices of corn may well be
attributed to the dominant conditions in the
food market that are also providing an
indication for the interdependency of corn
price with biofuels. The specific relationship is
related to many factors including the country,
the model, and the dimension of time. On the
other hand, given that corn and soybean
evolved into a major motor-fuel energy source,
a close relationship between corn (the major
feedstock for ethanol) and soybean production
(major input in biodiesel) with crude oil, the
main feedstock for gasoline production, may
be an expected result. The data used extends
from late 2004 through mid-2008, when rapid
expansion of the ethanol industry was
occurring, which is the reason for which the
relationship has been mainly established.

The purpose of this study is to investigate the
effect of oil price fluctuations on price of

agriculture with over the period 1990 to 2018
for 14 oil-importing countries and 10 oil-exporting
countries. To this end, PVAR model was
utilized based on literature and tried to
determine lung-run and short run effect of
underling variables.

Materials and Methods

In this paper we used the PVAR method. The
statistical information of 14 oil-importing
countries and 10 oil-exporting countries in the
time period of 1990-2018 was used. The
variables used in this study include corn price
logarithm, rice price logarithm, soybeans price
logarithm, wheat price logarithm, barley price
logarithm, real currency rate logarithm, crude
oil price logarithm, world oil production
logarithm, world real economic activity
logarithm and oil safety reserve logarithm.
Findings

The results show that the increase in oil prices
leads to the use of alternative fuels such as
biofuels, which in this regard increases the
demand for agricultural products such as corn
and soybeans, which leads to an increase in the
price of this The products are compared to
wheat and rice. Also, the results obtained for
the shock of changes in oil reserves have led to
a sharper rise in the price of agricultural
products. On the other hand, it can be seen that
the shocks have led to an increase in the
exchange rate and global demand, and this has
led to a decrease in production. It is also
observed that the shock of the change in the
reserve oil reserves has led to an increase in oil
prices.

The sharp rise in prices of agricultural
products in recent years has led to several
studies to investigate the factors that increase
the price of agricultural products. In this
regard, various reasons have been presented in
the literature. These reasons can be classified
as supply and demand side factors. Demand-
side factors seem to be the main drivers of
rising agricultural prices. Increasing demand
for agricultural products (due to increasing
population  growth, improving people’s
purchasing power, etc.), increasing ethanol
and biodiesel production, weakening the dollar
and speculation due to increased activity in
futures markets are considered as demand-
based factors. They lead to an increase in the
price of agricultural products. In terms of
supply-side factors, rising crude oil prices,
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declining agricultural production, and drought
are prominent. Although energy prices play a
major role in explaining global inflation
fluctuations, studies on the response between
price fluctuations in energy markets and
special markets, including material markets,
are still studies. Food is limited. However, as
the relationship between food and energy
prices (the emergence and production of
biofuels) increases, the overflow of
fluctuations between these markets is likely to
intensify. Comparing the results obtained from
the oil price shock for oil importing and
exporting countries, it can be seen that the
price reaction of agricultural products in
importing countries is higher than exporting
countries. Meanwhile, it can be seen that the
prices of corn and soybeans have increased
more than the prices of wheat and rice. The
shock of contingent oil reserves has also led to
higher oil prices. The impact of agricultural
prices on changes in oil reserves has been less
than the oil price shock.

Discussion

The results showed that oil price shocks led to
an increase in agricultural prices. Shocks in
the supply and demand sectors of oil have had
a greater impact on the increase in the price of
agricultural products as a substitute for
biofuels in oil-importing countries than in oil-
exporting countries.

Conclusion

According to the obtained results, it can be
said that due to the dependence of the
country's economy on revenues from oil
exports, shocks to oil prices and exchange
rates, especially in the face of economic
sanctions, have a significant effect on the
economy, especially the agricultural sector in
terms of food security. Policies in this regard
need to focus in the long run on reducing
dependence on oil revenues and in the short

term on supportive policies to increase
economic access to food. Also, due to the high
impact of the real price of imported
agricultural products from oil shocks, it is
necessary to purchase major agricultural
products, especially the items mentioned in
this article, based on the forecast of supply and
demand for crude oil. By anticipating an
oversupply of oil, purchases may be postponed
as much as possible into the future, and
conversely, by anticipating the growth of the
global economy and the growth of oil demand,
purchases should be accelerated as much as
possible. Based on the obtained results, it is
suggested that in order to prevent fluctuations
in the prices of agricultural products in
response to oil price shocks, in order to reduce
fluctuations in the prices of wheat, corn,
soybean and rice, market demand for products
and market stabilization policies should be
considered. Increased oversight of agricultural
product inspection and export organizations on
agricultural export and import policies and
product pricing will be effective in preventing
price shocks in the market.
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