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Abstract

The extent of the effects and consequences of climate change on various dimensions
of human life today has made this phenomenon more than an environmental issue and
highlighted its economic aspects with regard to its effects on economic development,
poverty, inequality and prosperity. Economic analysis of climate change, especially in
different time periods, requires estimates at national and local levels. In view of conducting
some limited and mostly partial studies on the economic impact of changing weather
conditions in Iran, in this article using the economic production data and new calculation
of weather variables for the provinces of the country between 2000 to 2020, it has been
possible to estimate the impact of climate change on different time scales by using annual
panel model and long difference model. The results show that there is a negative effect of
changes in temperature and precipitation simultaneously and with a delay of one year on
the production of Iranian provinces, although the value of these coefficients is very low.
In addition, these changes affect short-term production and long-term growth. However, it
can be claimed that there is no long-term effect between precipitation levels and changes
in production, unlike temperature levels. Also, a significant negative effect of intermittent
changes in temperature on production can be seen, and a positive effect can be extracted
regarding intermittent changes in precipitation. In the regression of the long difference, there
was no evidence that the temperature level (or the amount of precipitation) has an effect on
the production of the provinces in long periods, although the change in precipitation has
a greater influence in longer periods, and unlike temperature, its effect It is not rejected in
shorter periods of time either.
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Climate change as a result of human activities and especially the emission of greenhouse

1. Introduction

gases can be introduced as the most important factor in global warming since the beginning
of the industrialization process (IPCC, 2013). It is important to understand the relationship
between climate and economic results, especially when predicting the effects of global
warming (Newell et al., 2021). Weather conditions can play a vital role in directing human
economic activities, and accordingly, these effects are considered to be inseparable
components of climate change, with the explanation that the effects will not be the same in
different geographical areas. And depending on the region, it can appear as an opportunity
or a threat. According to the growing trend of global studies in the field of climate change,
in this article, according to the domestic needs of Iran, the effectiveness of this phenomenon
has been investigated in order to help the country's policy makers and decision makers in
the low-cost transition of this process. In terms of sustainable exit from environmental

conflicts and as a result, it helps to reduce economic threats in Iran's territorial future.

2. Materials and methods

The main focus in this article is to investigate and analyze the effects of local climate
change and its conditions in different time scales in the provinces of Iran, while using a
comprehensive set of data related to the provinces' gross domestic product. Country and
climate data with full and extensive provincial coverage and a long-time scale from 2000
to 2020 using combined annual panel model and long difference model, as a practical
method to investigate and analyze the effects of water change and Air is focused on
economic production. The impact of climate change includes the impact on economic
activity indicators and the effects that are based on the criteria of changes in the welfare of
economic factors - producers, consumers and investors - due to market effects (Callaway
et al.,, 2011). we consider a stylized Ramsey-type growth model. In general, with the
modeling done, economic growth is affected by the following variables; 1) the immediate
(or short-run) climate effect, 2) the transitory impact and 3) the long-term productivity
growth rate (Dell et al., 2012; Kalkuhl & Wenz, 2020). In the current literature on economic
effects of climate change, several different types of equations are proposed: Linear effects
on the surface, nonlinear effects on the surface, nonlinear effects in the first-lag and finally
nonlinear effects in positive and negative deviation from long-term weather conditions.
There are also differences in how to model unobserved time heterogeneities. In this article,
various characteristics of the recent literature are compared to determine which model best

explains the effect of climate variables on the economic production of Iran's provinces.
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3. Data

Temperature and precipitation data are extracted from the Climatic Research Unit of the
University of East Anglia in the United Kingdom. Also, the gross domestic product of the
provinces was extracted from the database of Iran Statistics Center and other data used
according to the case from Iran Statistics Center, the digital maps of the height of the whole
country in the Comprehensive Weather and Climatology Database of Iran and the Ministry
of Energy.

4. Discussion

In this article, while focusing on the uncertainty of common models, research at the
provincial level in Iran, which faces significant heterogeneity in climate and weather
conditions and levels of development, has contributed to the progress of this field of study.
Also, by using a comprehensive set of economic activity data at the provincial level with
complete coverage at the national level, the relationship between economic production and
weather conditions at different time scales has been analyzed. In order to measure the
accuracy and strength of different models for using mixed data, while performing various
tests, choosing the method of mixed data and then choosing the presence of fixed effects
was accepted. In the estimation of annual models, the independent variables provided the
best explanation for the dependent variable and most of them were at an acceptable level
of significance. The results show the negative effect of changes in weather conditions on
the production of Iran's provinces. In the estimation of the long difference models, the
seven-year time periods were selected and analyzed, and some auxiliary variables were
also considered according to the position of the provinces, which can be argued that the

change in weather conditions did not bring adaptation over.

5. Conclusion

In this article, by using a comprehensive set of economic activity data at the provincial
level with complete coverage at the national level, the relationship between economic
production and weather conditions at different time scales has been analyzed. The results
of this research, in line with the studies of Newell et al., (2021) and Olper et al. (2021),
confirm the significant uncertainty of the current models and show the negative effect of
temperature and precipitation changes simultaneously and with a delay of one year on the
production of Iran's provinces, although the amount of these coefficients is very low.

Economic sectors in the provinces are more dependent on temperature than precipitation,
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which is the reason for the influence of temperature fluctuations on other sectors beyond

agriculture, such as services, housing, construction, energy, and industry. etc. referred to
rain. However, a significant negative effect of intermittent changes in temperature on
production can be seen and a positive effect can be extracted regarding intermittent changes
in precipitation. Although no evidence was found for continuous growth effects according
to the models, higher final effects of temperature are reported compared to the models of
Burke, Hsiang and Miguel (2015) and Kalkuhl and Wenz (2020). By using the regression
of long difference, no evidence was found that the temperature level (or the amount of
rainfall) affects the production of the provinces in long periods. In this context, it can be
claimed that the expectations formed or the change in the situation compared to the
previous periods have the ability to have a greater influence on the decision of economic

and production activists in Iran.
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Tab. 1: Summary statistics - annual panel data for use in the annual panel model
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Tab. 2: Summary statistics-long difference data for use in the long difference model
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Tab. 3: The results of the significance test of group effects for annual panel models
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Tab. 4: Results of the Hausman test for method selection in the panel annual model
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Tab. 5: The estimation results of annual combined models panel by separating the six desired
patterns
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Tab. 6: Estimation results of long difference models by separating the three desired models
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