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Abstract

High inflation rates at the macroeconomic level create uncertainty, which reduces
investment, slows economic growth, and increases the income and wealth distribution
gap among different income deciles in society. This concern has made preventing
continuous price increases and maintaining macroeconomic stability a primary
demand of economic agents. Considering the importance of controlling inflation to
enhance economic predictability, this study aims to analyze the factors contributing to
inflation by identifying the key players involved. To examine this issue, the current
study evaluates the impact of factors on the implicit price index of Gross Domestic
Product (GDP) in Iran from 1973 to 2021 using the Autoregressive Distributed Lag
(ARDL) method. The findings indicate that, in both the short and long terms, the
monopoly index, state ownership, energy prices, liquidity, trade-weighted exchange
rate, government size, and global inflation index all have a positive and significant
relationship with the implicit price index. Additionally, inventory levels and labor
productivity are negatively related to the implicit price index in both the short and
long terms. Regarding the relative influence of liquidity versus the exchange rate on
inflation, the results show that initially, the growth rate of the trade-weighted
exchange rate has a more significant impact on the implicit price index. However,
over time, the effect of the liquidity growth rate on the implicit price index becomes
more pronounced. Therefore, it is expected that, alongside managing exchange rates
and liquidity, efforts should also focus on enhancing economic competition and
regulating state ownership to control inflation.
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