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The Effect of Exchange Rate on Competetiveness of Sterategic Crop of Wheat in Iran

Elham Darbandi, Sadegh khalilain, Fateme Rasouli*

Abstract

With Regard to importance of exchange rate and the choice of real amount of it, this study investigates the effect of
exchange rate on Competitiveness of Strategic Crop of Wheat in Iran, so first o all the comparative advantage indices
like net social profit (NSP), domestic resource cost (DRC) and social cost benefit (SCB) are computed. , using time
series data during 1983-2009 considering both equilibrium and free non-formal exchange rate. Results showed that on
the whole of this period about irrigated wheat, comparative advantage is approved with the exception of 2004-2009,
while these indices with regard to equilibrium exchange rate didn’t demonstrate comparative advantage during 1998-
2008. Also about non-irrigated wheat indices declare that there was comparative advantage in production of this crop
with the exception of 2003-2009. As a conclusion although with regard of non-formal exchange rate there is
comparative advantage in more years, but under circumstances which this point is missed, if equilibrium exchange
rate is consider, the comparative advantage indices could achieve better condition sooner than non-formal exchange
rate is consider. So taking appropriate exchange rate policy regard to equilibrium exchange rate can lead to more
competitive state for strategic products like wheat.

JEL: D 40

Keywords. comparative advantage, shadow exchange rate, wheat, | ran.
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