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¢ Introduction: The validity of the TAR model with a fixed threshold in a time
: series variable wich has a trend, is misleading due to the existence of permanent
¢ inflation in the general level of prices. Most studies in Iran do not pay attention

© to this issue. in this paper we apply two innovations; First, the use of a variable
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¢ (but exogenous) threshold point, second, the use of pannel data that shows the
. possibility of revealing the heterogeneity of price transfer patterns between
. different markets.

¢ Materials and methods: The data includes the monthly retail price of chicken
: in Tehran, Isfahan, Mazandaran and Golestan during the years 2003 to 2018. A
: threshold autoregression model was used to show the relationship between

: prices in different markets. In this model, the threshold is not fixed and is a
¢ function of the transportation cost in each period and each two markets.
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: Findings: The results showed that the price transmission of chicken meat
: between the four markets is asymmetric and in the case where the price gap is
¢ more than the cost of transportation, the price transmission is fast and unstable.
¢ Inanother case, when the price difference is less than the transportation cost, the
¢ price transmission is stable. Hausman test showed that the price transmission has
: arandom component, but it does not affect the parameters and the regime change
: is based on the transportation cost.

: Conclusion: Government policies in the chicken meat market have caused a

. slower price transfer between them. It also helps to explain the market better by
: using threshold patterns that do not have a fixed threshold point.
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Extended Abstract

Introduction:

One of the most challenges of the agricultural sector
in many countries, especially the less developed
countries such as lIran, is the inefficiency of the
agricultural products price transmission system,
which, along with the traditional methods of
production, is an obstacle for agriculture
development, food security, self-sufficiency in
production and export growth. Production in the
agricultural sector is faced with random and
unpredictable impulses caused by weather
conditions, pests and natural disasters such as fire.
All these impulses along with other impulses on the
demand side eventually cause price fluctuations in
the market. Related markets cause the transmission
of market and price shocks between them. However,
the transmission speed in raising and falling
conditions of price is not necessarily symmetrical.
Asymmetric transmission means that the speed of
price transmission from one market to another
depends on the direction of changes. In a perfectly
competitive market, price changes are quickly
transmitted to different market levels and price
transmission is symmetric. The asymmetric transfer
of the price causes the profit created by the price
increase to be assigned to the marketing agents and
leads to an increase in the market margin and final
product prices. In terms of modeling, Threshold
Regression (TR) or Threshold auto Regression
(TAR) is often used for the asymmetric behavior of
prices. In countries like Iran, the validity of the TAR
model in a time series variable wich has trend
(inflation), is misleading and has no generalizability
for a long run when we apply a fixed threshold, most
studies do not pay attention to this issue, the purpose
of the research is to investigate price transmission It
is between space markets with two innovations;
First, the use of a variable (but exogenous) threshold
limit, second, the use of combined data that shows
the possibility of revealing the heterogeneity of price
transfer patterns between different markets.

Materials and Methods

Data include the monthly retail price of chicken in
four important producing and consuming provinces
of Iran: Tehran, Isfahan, Mazandaran and Golestan
during the years 2003 to 2018. The main variables
of the model are the price gap between the any two
provinces and the transportation cost of per unit of
product between the provincial centers. The
threshold point (cut in regression line) is where the
price gap between provinces is equal to the cost of
transportation. Since the cost of transportation is not
constant over time due to inflation, the breaking
point changes during the period under review.
Research innovation is the use of a variable but
exogenous as threshold point. in theoretically
viewpoint, the arbitrageur starts his activity when
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the price gap between two markets is greater than
the cost of transporting the product unit. Due to the
price and trade interventions of the government, the
price is not necessarily lower in the producing
provinces and sometimes the trade of goods is
reversed.

Findings

Due to the collected data, the retail price of chicken
in these four markets has a high correlation with
each other, and the possibility of price independence
in each of these markets is close to zero. According
to the autocorrelation functions, the first order
autoregression model was used. The estimation
results show that if one unit increases in the price
gap of one period in the symmetrical transmission
model, about 0.82 is transferred to the next period.
In other words, the rate of price adjustment due to
the activity of arbitrageurs is 0.18 during a period.
But in the asymmetric transmission model and
paying more attention to the activity of arbitrageurs
and their profit, with one unit increase in the price
difference in one period, about 0.89 units is
transferred to the next period. In other words, the
adjustment speed of price difference momentum is
0.11 units. In the case that the price difference is less
than the transportation cost, as a result of one unit
increase in the price difference between the two
markets, only 0.1 unit will be transferred to the next
period (which is not statistically significant) so in
this The regime of changes is more stable. The
specification test of the model proved that the
transfer of chicken meat prices between the four
selected provinces is asymmetric. Also, Hausman's
test showed that price transmission has a random
component but is not effective on the parameters and
the regime change is based on transportation cost.

Materials and Methods

Chicken meat is considered a strategic product
whose importance is linked to food security and
community health on the demand side and
employment, capital and trade on the supply side.
The Iranian government intervenes heavily in this
market and tries to regulate and stabilize it by
pricing policies, paying subsidies, importing or
exporting products. This study showed that the
government's efforts have deactivate the market
mechanism and price transmission does not happen
easily. There are slow price adjustments and price
stickiness. Based on the results, it can be predicted:
a) Reducing the real cost of transportation will
increase the continuity of the markets and will bring
its benefits such as food security. b) The low speed
of adjustment of the price difference can be caused
by the non-transparency of the information of
different markets, in which case the creation and
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expansion of information systems will help to
increase the speed of adjustment of the price gap.
Also, for a better understanding of the functioning
of markets, it is suggested to use TAR model with
endogenous threshold. Because these models are
able to better explain the price behavior in different
markets.
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