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* Abstract

: Introduction and purpose: The stability of the price of agricultural
: products is related to the stability and development of the market of
agrlcultural products. On the other hand, inflation in Iran is increasing
at an alarming rate, regardless of the strong fight against it, and has
become the most important economic problem of the country. The
purpose of this article is to investigate the relationship between
inflation and expected inflation with price fluctuations of agricultural
products in Iran using Var Autoregressive model and Granger
causality test during the period of 1991-2019.

Materials and Methods: This research investigates the relationship
between inflation and expected inflation with price fluctuations of
agricultural products in Iran using Var Autoregressive model and
Granger causality test during the period of 1991-2019 in the form of
seasonal data.

Findings: The results showed that the inflation rate has a positive and
significant effect on the price fluctuations of agricultural products
during the studied time period. The expected inflation variable also
has a positive and significant effect on the price fluctuations of
agricultural products. Also, the results of the Granger causality test
showed that there is a two-way cause and effect relationship between
expected inflation and price fluctuations of agricultural products.
There is also a two-way causality relationship between the two
variables of inflation and expected inflation. And there is also a one-
way causal relationship between inflation and agricultural product
price fluctuations.

Discussion and conclusion: It is necessary for the government to
strengthen the market order, maintain the stability of agricultural
prices and prevent a sharp increase in inflation, on the one hand by
directing the market to stimulate the enthusiasm of farmers to ensure
supply, on the other hand to ensure the production of agricultural
products and ensure Financing, to prevent the creation of a wide range
of price-increasing measures, control the current agricultural products
to take advantage of the market risk. And inflation control should not
start from curbing agricultural prices.
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Extended Abstract
Introduction

Considering the importance of food and its
price in people's livelihood, governments
have always tried to prevent the increase in
food prices in accordance with the inflation of
other sectors of the economy. In general,
inflation has adverse effects on the socio-
economic conditions of a society and can
make the process of economic growth and
development face a serious challenge.
Inflation along with expected inflation are
considered as the most basic economic
problems of countries. For this reason, the
phenomenon of inflation and its impact have
attracted the attention of many economists,
and a large part of the economic researches of
different economic schools have been devoted
to this phenomenon. Although the inflation
variable is defined as an increase in the
general level of prices, the truth is that not all
prices increase uniformly and harmoniously,
and its effects will not be the same between
different sectors of the economy. Economists
point out that inflation causes suboptimal
allocation of resources by increasing the
variability of relative prices. If the real
conditions of the economy have not changed
and assuming that the equilibrium is efficient,
the change in the relative prices will cause
suboptimal allocation and possibly change the
production mix (3).

The instability of the price level may cause a
difference in the relative prices due to the lack
of complete synchronization in adjusting the
prices of different goods. This deviation in
relative prices will in turn lead to inefficient
allocation of resources in economic sectors,
even if total production is accurate. There is
empirical evidence that inflation changes the
output share of some sectors (even when
endogenous inflation is taken into account). In
recent years, inflation and inflation
expectations have been used as an indicator
to show the state of macroeconomic
instability. The variables of different sectors
of the economy, including the price index of
agricultural products, are affected by the
economic instability and fluctuations in
prices. According to theoretical discussions in
macroeconomics, inflation can affect the price
of agricultural products. Unfortunately, until
now, the impact of inflation and expected
inflation on price fluctuations of agricultural

products has not been given serious attention
by researchers. In this regard, in this article,
an attempt has been made to examine the
relationship between inflation and expected
inflation with price fluctuations of agricultural
products in Iran (4).

Materials and Methods

The purpose of this research is to
investigate the relationship between inflation
and price fluctuations of agricultural products
in Iran. When the behavior of several time
series variables is examined in a pattern, it is
necessary to pay attention to the relationship
between them. One of the ways to do this is to
set up and estimate a method of simultaneous
equations. If the equations of this model
include the intervals of variables, it is called
the method of simultaneous dynamic
equations. According to Sims (1980), if there
is simultaneity between a set of pattern
variables, this simultaneity should be
considered the same in all pattern variables,
and it is not correct to prejudge whether they
are endogenous or exogenous. According to
these points, Sims concludes that it is possible
to estimate large-scale or macrometric
models in the form of unrestricted
summarized forms, in which all variables are
assumed to be endogenous. Based on this, he
introduced a new framework called vector
autoregressive method (VAR). The VAR
method consists of a simultaneous equations
method that does not require the imposition
of restrictions for identification and
estimation, so that each equation uses an
ordinary least squares (OLS) regression of
one variable on its own intercepts and the
other intercepts. The variables in the model
are estimated (5).

Findings

Examining the development process of
various countries indicates that the
development of the agricultural sector as one
of the most important economic sectors or
even beyond that, as a necessary prerequisite
for the sustainable development of the
country is vital. Therefore, in this research,
the relationship between inflation and price
fluctuations of agricultural products in Iran
during the period of 1370-1398 was
investigated. The results of the Johansen and
Yuselius long-term relationship model
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indicated that there 1is a long-term
relationship between the variables of the
model. These results showed that the inflation
rate has a positive and significant effect on the
price fluctuations of agricultural products
during this time period. The expected
inflation variable also has a positive effect on
the price fluctuations of agricultural products.
Therefore, the higher the inflation rate and
the expected inflation, the more the price
fluctuations of agricultural products increase.
The results of the vector error correction
model indicated that the coefficients of all
variables in the short-term relationship are
statistically significant at the 95% confidence
level. The error correction coefficient (ECM)
in this model is 0.67 and statistically
significant. Therefore, the short-term and
long-term pattern are related and in each
period 67% of the imbalance is corrected in
the next period (next season). Inflation also
has a positive coefficient in the short term.
Therefore, in the short term, the increase in
inflation has increased the price fluctuations
of agricultural products. This increase in the
price fluctuations of agricultural products is
due to the increase in inflation in such a way
that based on the coefficient of the first order
difference of inflation (0.05510), an increase
in inflation in the short term by one unit
causes an increase in the price fluctuations of
agricultural products by 0.055510. The
coefficient of difference of the first order of
the expected inflation variable is positive and
it means that the increase in the expected
inflation in the short term has caused the
increase in the price fluctuations of
agricultural products.The results of the
Granger causality test showed a two-way
cause and effect relationship between
expected inflation and price fluctuations of
agricultural products. Also, there is a two-way
causality relationship between the two
variables of inflation and expected inflation.
There is a one-way causal relationship
between inflation and agricultural product
price fluctuations.

Discussion

The obtained results revealed that the
effects of macroeconomic decisions are
effectively reflected in the agricultural sector.
Therefore, planning to determine appropriate
economic policies and implementing these

policies can play a very important role in
price stability in this sector. According to
these results and since the impact of inflation
and expected inflation on the price
fluctuations of agricultural products, it is
suggested that in the long term, to improve
the price fluctuations of agricultural products,
non-price policies such as agricultural
improvement, breed improvement,
technology improvement Production should
be prioritized in the executive policies of the
country's decision-makers. In the short term
and in the years when the price growth
(inflation rate) is high, more rational price
policies should be applied regarding
agricultural products so that the price of these
products is at least proportional to the
implicit price index of the gross production.
Domestic (GDP) to increase. Otherwise,
production in the agricultural sector will face
a serious problem. The effect of price
fluctuations of agricultural products on
inflation is obvious in the short term.
Therefore, it is necessary for the government
to strengthen the market order, maintain the
stability of agricultural prices and prevent a
sharp increase in inflation, on the one hand by
guiding the market to stimulate the
enthusiasm of farmers to ensure supply, and
on the other hand to ensure the production of
agricultural products and Ensuring financial
resources, to prevent the creation of a wide
range of price-increasing measures, control
current agricultural products to take
advantage of market risk. And inflation
control should not start from curbing
agricultural prices. The increase in the price of
agricultural products will have a positive
effect on the formation of inflation
expectations, and inflation expectations will
continue with late accumulation and
promotion of inflation. Strengthening the
management of intra-urban expectations is
necessary not only for the stability of
agriculture. The prices are predicted to
manage the inflation, but it should strengthen
the scientific guidance of public opinion and
guide the people towards rationally dealing
with the increase in prices, so as not to blindly
follow the wrong message, causing the
formation of inflation expectations. To be In
order to prevent price fluctuations due to the
inability to rationalize the amount of
production due to difficulty in determining
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prices, the government should immediately
release information on agricultural prices to
farmers and establish channels to facilitate
quick access to price information for farmers.
to strengthen the regulation of market
conditions and improve farmers' awareness
of the market economy in such a way that
farmers can easily adjust the prices of
agricultural products for the next year's
production plan. Considering the
contradictions between macro policies and
special agricultural policies, these policies
should be coordinated more carefully to get
the most benefits to encourage farmers to
increase production and, at the same time,
seek food security for consumers. Have
Adjusting the price of agricultural products
with market conditions is a suitable method
to coordinate the effects of macro policies and
special policies of the agricultural sector,
which should be considered by policy makers.
It is necessary for monetary and financial
policies to be long-term and relatively stable.
For economic dynamism and increase of
added value, especially in the agricultural
sector, these policies should be used
simultaneously.

Conclusion

The results showed that the inflation rate
has a positive and significant effect on the
price fluctuations of agricultural products
during the studied time period. Expected
inflation variable also has a positive and
significant effect on price fluctuations of
agricultural products. Also, the results of
the Granger causality test showed that there
is a two-way cause and effect relationship
between expected inflation and price
fluctuations of agricultural products. There
is also a two-way causality relationship
between the two variables of inflation and
expected inflation. And there is also a one-
way causal relationship between inflation
and agricultural product price fluctuations.
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Series: Residuals
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