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Table (V) Support of producers and consumers of wheat crop (in terms of
current price - billion Rials)

(U5 A5 Pl g5

Equilibrium exchange rate

(pine S0 5,1 (3l & 5
Real exchange rate (direct

5 cladaols
(total effect) effect) Jlo ey AR
Development
Year plans
CSE PSE BP MPS CSE PSE BP MPS
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398 Jsl s
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Table (y) Support of producers and consumers of wheat crop (in terms of
current price - billion Rials)
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Table (v) The effect of exchange rate misalignment on the support of producers and consumers of wheat

CSE%

PSE%

MPS%

5ol Ep
5 B LS B e 5 g e dnss laalsy
gt s S0 i ma S0 me: w5 Exchange 7~ Development
. . . . ] . Total rate Year lans
Indirect Direct effect Indirect Direct effect Indirect Direct effect misalignment p
effect effect effect effect effect effect (%)
-0.03 99 99 0.03 -43 -42 0.04 -99 -99 6 1368
-0.14 100 99 0.14 -36 -36 0.21 -99 -99 28 1369
-0.14 99 99 0.14 -34 -34 0.21 -99 -98 16 1370
-0.04 100 99 0.09 52 52 0.12 99 -99 9 1371 sl sl
-0.02 100 100 0.24 -52 -51 0.33 -98 -97 14 1372 First Plan
-0.07 99 99 0.12 -43 -43 0.18 -99 -99 15 OeSilee
Average
0.31 101 102 05 57 56 0.6 97 97 25 1373 by oo
Interim Plan
0.48 101 102 0.6 -63 -62 0.7 -98 97 33 1374
0.63 103 104 0.6 -31 -31 1 -95 -94 20 1375
0.12 101 101 0.5 -59 -58 0.6 -96 -95 16 1376
0.52 101 102 1.6 -64 -63 2 -95 -93 37 1377 Py &by
1.12 102 103 2.3 -38 -36 35 -94 -90 57 1378 Second Plan
0.6 102 102 1.1 -51 -50 2 -95 -94 33 OeSilee
Average
0.3 101 101 2.4 -23 -20 4 91 -87 42 1379
0.1 100 100 2.9 -33 -30 4 -88 -83 36 1380
1.9 105 106 4.3 -27 -23 6 -82 -76 36 1381
2.0 105 107 4.3 -32 -28 6 -81 -74 32 1382 P 4eliy
3.4 108 112 45 17 13 7 -78 71 34 1383 Third Plan
1.5 104 105 3.7 -26 -23 6 -84 -78 36 OeSilee

Average
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Cont... Table (¥) The effect of exchange rate misalignment on the support of producers and consumers of wheat

CSE% PSE% MPS% 5l & Byl
A By 5 i S 5 S A (420 e arwgs sl
peffd ks poffend el Total et e Exchangerate  yoq, ~ Development
Indirect Direct  ofoct Indirect Direct  offact Indirect Direct  qffact misalignment plans
effect effect effect effect effect effect (%)
23.3 145 168 4.8 3 8 9 70 61 32.5 1384
18.7 139 158 4.7 1 3 9 71 62 31.2 1385
14.2 144 159 3.1 6 9 6 -69 -63 20.8 1386
35 124 127 05 3 3 1 76 75 46 1387 plez asbn
77 174 167 1.7 10 8 -3 -49 52 6.1 1388  Fourth Plan
10.4 145 156 23 4 6 4 67 63 17 Oeslee
Average
-18 204 186 2.0 22 20 -4 53 57 -10 1389 by ol
Interim Plan
43 100 96 17 18 16 4 62 66 -10 1397
3.2 78 81 3.2 14 17 7 74 -66 29 1398
0.6 65 64 2.2 18 21 4 -48 -43 9 1399
0.8 73 74 4.8 18 14 -7 22 29 -10 1400 p 4y
2.1 95 93 -16 48 33 -25 21 -4 -23 1394 Fifth Plan
0.6 82 82 -3 23 20 5 -37 -42 -1 esles
Average
17 62 79 -18 47 29 -31 14 -17 -30 1395 bz oles
Interim Plan
65 202 137 -18 42 24 32 3 29 34 1397
17 40 22 9 25 34 17 -36 -19 31 1398
21 63 42 9 40 49 25 -44 -19 51 1399 o
-35 77 42 21 36 57 55 -55 0.3 142 1400 i sl
-55 61 6 35 38 73 89 53 36 210 1400 Sixth Plan
39 89 50 11 36 47 31 37 6 80 O
Average
oSl
4 104 99 3 40 7 6.31 70 64 30 s oesliy J5
Overall All Plans
Average

Source:Research findings
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Extended Abstract

Introduction:

Wheat is one of the essential agricultural products that plays a vital role in
ensuring food security. Regarding the status of wheat, the production of this
commodity—as the most fundamental product required by society—has
always been a key focus for agricultural policymakers. In Iran, support
policies aimed at assisting the agricultural sector have been implemented
within the framework of economic development programs. Increasing wheat
production in the country and achieving self-sufficiency in recent decades
have been among the primary concerns of policymakers. Various programs,
such as the Wheat Self-Sufficiency Plan, guaranteed prices and purchases,
input subsidies, and agricultural insurance premium payments, have been
enacted to support this sector. Now, the question arises: Have government
support policies for wheat producers and consumers effectively provided
them with the intended assistance? Various policies have been adopted in
Iran to support the agricultural sector, and their evaluation has important
policy implications. This research examines how these policies are affected
by macroeconomic policies, especially exchange rate policy. In Iran, various
exchange rate policies have been implemented, which has resulted in the
misalignment of the real exchange rate from its equilibrium value. In this
research, the effects of the exchange rate misalignment on the indicators of
support for producers and consumers of wheat crop in order to analyze the
government's support plans for the wheat crop in the first to sixth economic
development plans.

Materials and Methode:
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To calculate the exchange rate misalignment, first, the equilibrium exchange
rate was estimated using the vector error correction model (VECM) and the
real exchange rate was calculated based on the theory of purchasing power
parity. In this study, to calculate the government support indices for wheat
producers and consumers, the applied methodology of the Organisation for
Economic Co-operation and Development (OECD)—adjusted with
necessary modifications tailored to Iran’s economy—has been employed.
Policies related to the Producer Support Estimate (PSE) index are calculated
In monetary units or as a percentage, and the policies within it are classified
into eight components. The first component is Market Price Support (MPS)
for agricultural products. This metric is based on price transfers resulting
from the difference between the domestic price (farmgate price) of the
product and its international reference price, which is transferred to farmers.
In the calculation of the Producer Support Estimate (PSE), this is accounted
for as Market Price Support (MPS). Another component consists of non-
price transfers (budgetary payments and indirect income support) from the
government to farmers, which are included in the PSE calculation under
Budgetary Payments (BP). Then the effects of exchange rate misalignment
on wheat crop support values were investigated. In this study, the producer
and consumer support indices for wheat and their responsiveness to Iran's
exchange rate policies are evaluated over the period 1989-2021, while
taking into account the country's development plans.

Results and discussion:

The findings of the research show in no year has the real exchange rate been
on the path of balance, and the application of different exchange rate
policies has caused it to be overvalued in some years and undervalued in
other years. Other results of the research showed that the policies of Iran's
agricultural sector of wheat crop, based on the real exchange rate and its
equilibrium wvalue in supporting producers through the pricing of
agricultural inputs and outputs and the regulation of exchange rate policies,
have been unsuccessful. The results from calculating the Market Price
Support (MPS) index, Producer Support Estimate (PSE), and Consumer
Support Estimate (CSE) for wheat demonstrate that exchange rate
deviations significantly affect the computed values of these indices. In other
words, failing to account for exchange rates in calculating agricultural
support measurement indices introduces bias. The interests of food
consumers have been taken into account instead of the interests of
producers, leading to suppressed led to prices and hidden taxes in from



producers. In fact, Iran's support policies have been consumption-oriented,
and the impact of exchange rate policies has ultimately worked to the
detriment of wheat producers, reducing their net earnings.However, the
period under review has been accompanied by social pressure from the
activists of the agricultural sector, sectoral and exchange rate policies with
the aim of reducing hidden taxes from farmers.

Suggestion:

Given that the measured support indices indicate implicit taxation (negative
support) for wheat producers in most years, a reassessment of agricultural
policy implementation is imperative in economic policy evaluations. To
enhance support for sector stakeholders, policymakers should incorporate an
equilibrium exchange rate — one that reflects long-term economic balances
and enhances Iran’s competitiveness — when estimating agricultural support
measures and formulating policy agendas.

The study's findings reveal that macroeconomic policies can significantly
influence—either strengthening or weakening—wheat support policies.
Therefore, it is essential to align exchange rate policies and sectoral policies
in a way that complements and reinforces agricultural support measures,
particularly for key crops like wheat. Moreover, the equilibrium exchange
rate should serve as the benchmark for evaluating both border policies and
domestic policies affecting wheat production.
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