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Introduction: Nowadays, due to significant role of price fluctuations and
asymmetric price transmission on the welfare of consumers and the failure of
agricultural products market, the analysis of price transmission in agricultural
markets is of great importance. In addition, given its important role in the food
supply chain, the price of agricultural products directly affects the purchasing
power of consumers and the food security of countries. One of the key factors
affecting the price and market of agricultural products is the impact of domestic
and imported product prices, which are influenced by global market trends,
exchange rates, trade agreements and international competition, so that domestic
product prices being lower compared to the imported ones, likely leading to a
decrease in imports and providing a competitive advantage to domestic producers.
Therefore, understanding the impact of domestic and imported product prices is
very important for policymakers, farmers, consumers and other stakeholders in
the agricultural sector.

Materials and Methods: Considering the importance of rice crop in the
consumer's commodity basket and the high share of this product in the import of
basic goods, this study aimed at investigating the price transmission in the levels
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of imported and domestic prices of rice. The studied data included the weekly
prices of the Central Bank of I.R. of Iran during 2022 and 2023; and to achieve
the main objective of the study, the Error Correction Model (ECM) with Engel-
Granger (EG) model within an approach of so-called ECM-EG were used. So,
firstly, stationarity, cointegration and determination of causality between the
variables were investigated and finally, to achieve the desired results based on the
obtained results, the appropriate model was determined and estimated.

Results and Discussion: According to the obtained results, the examination of
the equality of positive and negative coefficients of the imported rice price
variable showed that in the short term, the symmetry test in the speed of price
transmission was statistically significant, indicating that the increases and
decreases in imported rice price changes were equally transmitted to the domestic
rice price in all periods. In other words, the speed of price transmission from the
level of imported rice to domestic rice prices would be symmetrical as well as in
the short term, the increase and decrease of domestic rice prices would equally be
transferred to the price of domestic rice. Therefore, based on the results obtained
in the short term, the rice market has been performing well. The results related to
the evaluation of the price transmission between imported and domestic rice,
according to the null hypothesis based on the equality of positive and negative
intercept coefficients of disturbance components using Wald's test, also showed
that the coefficients were significantly different. So, considering the rejection of
the null hypothesis proposing that there is symmetry in the price transmission
from the imported to domestic rice price levels, the price transmission would be
asymmetric in the long run. This asymmetric transmission of the price would be
negative, indicating a stronger reaction of the domestic rice price to the decrease
in the imported rice prices, compared to its increase.

Conclusion and Suggestions: The study results showed that in the short term, the
rice market had a good efficiency and the price transmission between imported
and domestic rice prices was symmetric. Therefore, it is suggested to avoid
unnecessary intervention of the government in the market of this product; and
considering the symmetrical transmission of the price in the short term, since the
price regulation of the imported rice market can eventually lead to the same results
in the domestic rice market, there will be no need for different policies to regulate
prices in both imported and domestic rice markets. Also, based on the obtained
results, according to the rejecting the null hypothesis, suggesting that there is
symmetry in price transmission from the imported to domestic rice price levels,
the price transmission was asymmetric in the long term. Therefore, it is suggested
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that in order to increase the transmission efficiency of interventions and policies
of the government in the long term, while paying attention to the selection of
appropriate policy tools in the periods of increasing and decreasing prices, there
should never be planned those policies based on the market regulation in the same
periods of increasing and decreasing prices.
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