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Recognition of the impact of changes in exchange rate on the Iran's
important economic variables with system dynamics approach

Mostafa Ghazi zade, Javad Molla alipour
Shahed University, Tehran, Iran

ABSTRACT

In this research, a system dynamics model established to recognize the impact of changing in
exchange rate on the variables of Iran's macro-economic system. Based on the literature, four-sector
circular flow model of the macro economy selected as a framework for simulating the behavior of
households, firms, government and foreigners, and define the impact of them on eachother. With this
model, sensitivity analysis of system and ability to make the best decision about exchange rate is
possible .

In this paper, first important variables of model was recognized and all casual relations defined, then
casual loop diagram and process flow diagram established. Finally, all the essential data and relations
pasted into the model and ran it. In comparing the model output and real data, the validity of model
confirmed. Finally, two scenarios on exchange rate were simulated that showed as a result the positive
impact of increasing in exchange rate on national income and other important variables.
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