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The purpose of this research is to investigate the effect of exchange rate
Accepted: jump on the outflow of migration using the Synthetic Control Group

09/01/2024 approach during the period of 1980-2015 in Iran. For this purpose, based on
this approach, the countries with real exchange rate stability were selected
and among them, the weighted composition of the countries that had the
most similarity in the situation before the real exchange rate jump of Iran
was estimated. Therefore, two groups were formed, including the group of
selected countries named artificial Iran and the other, real Iran. Finally, the
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Control Group results of the estimates of these two groups were compared and analyzed.

The results indicate a 15% difference in the immigration process of
JEL Classification: artificial Iran and real Iran. The analysis of the results showed that the
B22, B26, C69 impact of the jump in the real exchange rate on the migration flow in Iran

was positive. Based on the results, it is suggested that policymakers pay
attention to the destructive effect of real exchange rate jumps on the flow of
migration from the country and adopt appropriate economic policies to
stabilize the real exchange rate.
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1. Introduction

Migration, a phenomenon ingrained in human history, has been driven by diverse
factors such as economic opportunities, improved living conditions, and
reunification with family members in different regions. This multifaceted concept
extends beyond the boundaries of migration from developing to developed
countries. Over the past four decades, one of the profound risks impacting economic
variables has been the volatility in exchange rates. Recent years have witnessed
significant fluctuations and jumps in the exchange rate of the Iranian economy,
driven by political disparities, sanctions, and subsequent shifts in oil revenues. This
instability has exerted undeniable effects on key economic indicators, including
economic growth, inflation, exports, and immigration. This research specifically
delves into the impact of real exchange rate jumps on migration outflows.
Employing a comparative control method, the study aims to isolate the influence of
the real exchange rate on the migration process, thereby controlling external factors
affecting trade flows. Acknowledging the crucial role of exchange rate fluctuations
in both influencing the intention to migrate and escalating migration costs, this
research provides insights into the net effects of currency fluctuations on
immigration over a two-year period in the last decade. The results contribute to a
more nuanced understanding, empowering economic policymakers to make
informed decisions and formulate effective immigration-related policies based on
the scientific findings of this research.

2. Research method and data

The general analysis of existing studies reveals that many have assessed the
influence of exchange rates on migration flows through econometric methods.
However, these methods may lack the necessary precision to quantify the effects of
specific events or policies accurately. In light of advancements in quasi-laboratory
methods, recent studies can provide more precise quantification of the impact of
policies or events on economic variables. Notably, over the last two decades,
exchange rate fluctuations have significantly impacted Iran's economy.
Nevertheless, some domestic and foreign studies have explored the correlation
between exchange rates and migration in Iran. This article aims to address gaps in
the existing literature by analyzing the effects of currency rate jumps on migration
using a mixed control method.

This research specifically investigates the impact of exchange rate jumps on
outbound migration in Iran through the artificial control method. The methodology
involves comparing the movement process of target variables with an artificially
created control unit. The initial step is to identify the target variables, for which the
artificial control method will be applied. In this context, the research focuses on
outbound migration from Iran subsequent to currency exchange rate fluctuations.

3. Analysis and discussion

In this study, the intervention year for examining the exchange rate jump is the first
year of the jump, namely 1993. From a pool of over 100 countries, those without
currency jumps during the study period were considered. Ultimately, a Pool group
of 20 countries was selected to simulate Iran. The optimal weight composition of the

S5 IS 05 8 i, b o rlee s A Ob 2 50l E S e AU OLSes 5 (g kel Ll



ol giludde
ANVGAF Glaamio 6T 5l AW 65led Y 6y

Economic Modeling

control group countries, simulated to mirror Iran's immigration process without the
currency jump, identified Sudan and Thailand as the most similar to Iran before the
1993 exchange rate jump, with weights of 75.8% and 20.7%, respectively.

Across key variables such as health index, education, wages, unemployment, and
inflation, the real averages for Iran before the currency jump closely align with the
simulated sample. This close resemblance indicates a substantial similarity in the
variables influencing the migration process for Iran before the currency jump
compared to the actual Iran. Consequently, the results hold considerable reliability
for the period after the currency jump.

4. Conclusion

The variable representing outbound migration volume in simulated Iran closely
aligns with real Iran before 1994, suggesting the effective performance of the
simulated variable. However, since 1994, concurrent with the intensified currency
jump in 1993, these two variables have diverged within the Iranian economy.
Consequently, the results indicate a positive impact of the exchange rate on
outbound immigration in all years from 1994 to 2015, with the currency jump
contributing to more than a 15% increase in immigration. Notably, this effect has
amplified in the years post-2010, coinciding with significant jumps in the exchange
rate and heightened emigration intensity.

Despite the 1993 exchange rate jump, a substantial increase in immigration occurred
approximately 2 years later, a pattern that aligns with the decision-making processes
of individuals and households in the migration context. Post-1993, the trajectory of
the target variable follows a distinct and more specific path. Consequently, the
distinct behavior of artificial Iran in the years following the exchange rate jump,
coupled with the non-conformity of its movement trend to other samples, enhances
the reliability of the results during this period.
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