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1- Vector Error Correction Model (VECM)
2- Fully Modified Ordinary Least Squares (FMOLS)
3- Exponential GARCH (EGARCH)
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1- Mean Group (MG)
2- Pooled Mean Group (PMG)
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1- Wooldridge
2- Food and Agricultural Organization (FAO)
3- World Development Indicator (WDI)
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Table 1- Results of statistical tests
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Name of test Test statistic  Value of the test statistic P-value
o F 68.73 0.00
Chow
| @y o (Frendgs F 68.41 0.00
Serial autocorrelation Wooldridge's
Gl N 0.93 0.92
Hausman

b yuio (o2l (39031 g2 Y Jgor
Table 2- Results of stationary test of variables

L putio
o9;l pb Variables
Name of test E P Y ER \
7y 0d o -1877  -976 559 -12.26 -69.72
Levin, Lin and Chu
Jlt 3 000 000 000 000  0.00
P-value
“i’:t“" -4.04 -5.41 -3.58 -11.26 -5.17
Breitung
-, :.]
Jlt G55 0.00 0.00 0.00 0.00 0.00
P-value
s g e ¢
O 9 o M‘_ -10.88  -6.07 -4.98 -3.17  -103.35
Im, Pesaran, and Shin
Jlozl 251 000 000 000 000  0.00
P-value
b 4B easd b (S> 160.30 118.05 84.86 57.36 313.15
Augmented Dickey-Fuller Fisher
- a.]
Jlt 55 0.00 0.00 0.00 0.00 0.00
P-value
P O ok 297.65 299.46 247.41 138.64 414.38
Phillips-Perron Fisher
Jlot 53] 000 000 000 0.00 0.00

P-value
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Table 3- Results of estimating the model by pooled mean group approach

o @b sloj 82593 &390 Yo
Name of Variable Time period  The estimated value

. e -0.387"
Slplo ows s Long-term

Relative price of exports SleolisS -0.255"
Short-term

) Sdedily 1983
sl 3l Lalil ag Long-term

Real gross domestic product SaeolieS 0.016

Short-term

‘ Odesils 1100
e Long-term

Exchange rate kool 3.199™
Short-term

Sdodily -

o e 0.013

3l gp cblsg Long-term

Exchange rate fluctuations SdeoligS -0.008™
Short-term

s C.\Duaa alos 0.611°
Error correction term
bee 2 27,561
Intercept

o) N g o)) B wioyd Vo e ) (6)b e iy
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Abstract

This study estimate the effect of exchange rate fluctuations on saffron export demand. To
this end, the pooled mean group (PMG) approach is used in order to implement the model of
auto regressive distributed lag model (ARDL) and vector error correction model (VECM) in
the context of panel data. The results showed that, relative price of exports has a negative and
significant effect on Iran's saffron export demand. In the short- and long-term, the estimated
price elasticity suggests that Iranian saffron export demand is price inelastic. The results
indicate that real income effect of importing countries on the export of Iranian saffron is
positive. In the short-term, income importing countries has no significantly effect on Iranian
saffron export demand, while the long-term effect is significant at the 0.01 level. In both
short- and long-term, the results indicate that exchange rate has a significant, positive effect
on Iran's saffron export demand. The exchange rate elasticity of export demand for Iran's
saffron is elastic in both short- and long-term. Therefore, the devaluation of the Rial, Iran's
currency, led to a significant increase in the export of Iranian saffron. Also, the results
showed in the short-term, the unpredictability of exchange rate fluctuations lead to increase
the degree of risk aversion of exporters of Iranian saffron and so they prefer to deal with this
issue by reducing their export. However, in the long-term, the income effect dominates the
substitution effect, and exchange rate fluctuations has a positive effect on the export of
Iranian saffron by creating profit opportunities.
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