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SUMMARY

Agriculture as a main sector of the economy is affected by the
policies and decisions made in the macro level. One of the main
problems which Iran economy has been facing, especially after the
Islamic revolution and the imposed war, is the volume of money.
Increasing liquidity has led to increasing commodity price indexes which
in turn has added to inflation rate. Since agricultural and
non-agricultural commodity price indexes are affected differently by the
level of liquidity , this may either benefit the agriculture sector or
otherwise. As a result it might have a positive or negetive effect on the
allocation of resources in this section. In this research the effects of
incearsing liquidity have been evaluated for the years 1344 through
1374. Money supply growth function and production function of
agricultural sector were estimated. Tests of monetary neutrality
hypothesis were performed. Results of the study indicated that
anticipated and unanticipated money supply growth rate have a positive
effect of 0.9 and 0.11 on the real production of agricultural sector.
However this effect will not significantly be nonzero. Accordingly
neturality of liquidity volume cannot be rejected. Furthermore, results
showed that a free market mechanism policy for industrial commodities
had no effect on the level of production in agriculture sector.

Key words:Liquidity level, Price index, Anticipated money supply growth,

Unanticipated money supply growth , Agricultural resource allocation.



