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Determinating the Effective Factors in
Reduction of Monetary Inflation and its

Control in Iran during the period 1959 — 2003

Safich Hosseini Yazdi” (MS ¢.), Mostafa Emadzadeh (Ph.D.)

and Morteza Sameti (Ph.D.)""
Abstract:

This research was to determine the most important economic
variables which affect inflation in Iran and the calculation of their
impact rates in inflation increase by annual data during the years
1338-1382 taking monetary variables in this model. The method of
research is analytic and descriptive; as the effect of monetary
factors is considered by model variables with vector auto
regressive (VAR) and co integration test. The VAR technique is
based on static hypothesis and time series in order to measure the
existence of a long-term relation ship between the variables and to
estimate the relative parameters. In this research, we use variance
analyses and impulse response functions that make inflation reflex
in proportion to any of the available variables in the model.

The results of this research explain that the importance of
monetary in changes of inflation level is more than the other
variables so that in the fifth period of case study changes of
inflation level is explained by 23.18% with monetary, 1.76% with
exchange rate and finally 0.12% with person income.
Consequently, inflation is the result of effective demand in Tran so
the ideas are:

1) Central bank must control monetary management and
distribution independently.

2) Policy of stabilization and regulation in Foreign exchange
market is necessary to control price level.

3) Income distribution must be equal in the society.

Key words: inflation monetary, rate of exchange, vector auto

regressive.
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