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Abstract:

This article has endeavored to study in experimental
survey, the effect of Central Bank Independence (CBI)
on the output and inflation fluctuations in the Iranian
economy, using vector Autoregressive (VAR)
econometrics method. For this purpose, we started with
the changes in output and inflation stability in bringing
about good economic performance, over the period
1961-2014 years .The paper has introduced a new legal
combined Central Bank Independence index, by the
name of "Average (Mean) Index". According to the 40%
amount of total on the base of this new index, it has been
cleared that there was independence just during 1340-
1361 period.

The results of Generalized Autoregressive Conditional
Heteroskedasticity (GARCH) method indicated that the
inflation and output variances trends were approximately
inverse over this period, except in some short periods.
The estimation of study model revealed the negative and
significant of Central Bank Independence effect on
output and inflation variances. It means an increase in
Central Bank Independence will cause decreasing their
fluctuations and will results more macroeconomic
stability and better economic performance.

According to the result of Variance Decomposition and
analysis of Impulse- Response Functions, the positive
impact of central bank independence on macroeconomic
stability has been confirmed, but it was much more
effective on the nominal sector and shrinking the
inflation uncertainty than real sector and output
instability.
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4. Unweighted Index of Legal Independence.
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1. Variance Decomposition Test

2. Impulse- Response Functions

3. Error Term

4. Autoregressive Moving Average


https://en.wikipedia.org/wiki/Autoregressive_integrated_moving_average

Yo

WAY Hleo pl (ow 0)losd (i Jho ¢ golaiBl drwgi 5 Ad)y (slb yidgly (gl sole dolilad

ke wal sl

ke wal sl
A ills g6 53 Al iy Job oo Y Jgoa

ibgs sl 1iale



Ol 2 355 9 Mg Sllusg s (635 50 SOl Mzl 53U 11, Ko 9 JUSI (55 ¥

Wy pobly lp JSen el gl ¥ Jga

CBI01 BD OPEN VINF
9.76E+09 -2.72E+08 -7.22E+08 40595687
(4.6E+09) (9.3E+07) (1.6E+08) (1.0E+08)

e ail sl

aidy Jobo ;3 (F) ataly glm SN LS &S 005 asuie
aday 5 (7) adal) Ut clplts 33,5 o el S i
g dr oy S B St Jolgs ol b gy il

g2 Salgs

()
Vlnft = 621 Vinft_l + ayq 'CBIf—l +
Mie
e gl bl o (W) daly Oy (et gl
Slodds wSaio ¥ Jodo 10 yuilagy
osbly g Jatae sl yiie Sl muds 1> (V) abaly cplpl
C.‘a_w PN odsl Cwd Ao (Sored )].)).3 )J.)LM u»l.wl Xy
Abge (V) alasly &y 4 70 (gl3kiae
(Ov)
VINF, = —(240.54) .CBI;_; + (6.71) .BDG;_,
+ (17.79).0PEN;_,
— (2.46).VGDP,_,
SOb Mzl 31 2gu 0 dlan Mo (VY) alasly 53 45" yobo lans
JHal (al 38l lil g 0391 (it pyg5 (bl 2 535 e
bas ) oy old jl olaml 5 o awls o] clleg I
Ay Al S Cuud ol 035 Hdy05 4 Iaieyd pdaw
s 099> Job 3 5 Ll (39 L 42> (g ) bre
o g 039 py95 Cllogs p Cute S Ll (g)bbline yob &
Sl 5l ol e 4 g 02938 oy riluly s gl Gl e
Do o awlS golaidl

S Sen O}.A)'i ooll 5o () adaly Colys ess ol
Slodds wSaio ¥ Jgds pd yuilagy
olly p S sl psio Jl guss 3 () datly cnlple
CJa_‘» 2 OJ._AT Cwd o (2oned )‘J)g ):.)Lmo uu‘.w‘ » .AJ9J
] g5 Gygo 4 /0 (g )olixe
()
VGDP, =
—(977) .CBI,_; +
(27.2) .BD,_4 + (72.2).0PEN,_, —
(4.06) . Vinf,_,
IMa il 51 g o dlenMo (Vo) dasly o &S jobo lan
Ol lil & (g cunl e W by 2 655 0 SSL
Al ad atwlS L) albluog 1 M wl jisl53l
Jole g e g5 po SSL il wle 4 35 p)55 il
G jolize 31 opl Lol ol 009y W5 Cllwgs ialS
L as s s e (31 s Jao gl pusio gl
lblwg Linlidl cel Jb cons (asli 5l 5 laidl g
ks Hlo oyl 5o Lol wloss M sbaidl > cld pas 5 o
S ]38 L aS Lre ol & sl 0345 4bolixe (BD)
L as ) )6 los boslasdl bls,l yiljel 5 cdgs asdg
ol jl g azdl iolisl 5 a)e llug slaidl g
Lol 035 azwlS” golaidl

P19 ilyly 32 (855 po SSL SRl 1 -Y-F
5 ASBC) 5 =55 Jhae ol 2 & Jga> 3illas

pr95 ibyly (oo a4y Job oy Y Jgaa

e ail 8l



¥y WAY Hleo pl (ow 0)losd (i Jho ¢ golaiBl drwgi 5 Ad)y (slb yidgly (gl sole dolilad

£33 obyly slp (JSen el uls F Jga

CBI01 BD OPEN VGDP
240.5363 -6.708848 -17.79028 2.46
(83.0508) (2.28059) (3.74980) (3.1E-09)

e ail ia b

g oiloly p glos Jsb > Jelse plo 4 cos (555 50
s g > (1) e 3 3 581> oy B 39
Gl 13y Gl cpl ol @Bl aal58l (ol YA 590
» ol 03 AN 9 VAT ).g]ﬁ Cud A {OPEN 9 BD
My Sblog p 03 Jale 93 1 98 (o) ol @l ol
b Olae ol g3 4 ciwl o3g 00 LS LS o g Cuto
5l oo g ol pace )3 slasdl g5l Jele ol ST

ol 0355 g o ol s ole g

olly 9525 o9l s -F ¥

o5 il yly Sblwgs ;5 Jelge ooew —V-F -F
e 9 Oljwe 23,5 )55 ddlllas (ulid (Bg) 3 &S jobolen
50558 (glmoyed 0 ade lluwg yu Jao sl psio il
ol 93,5 (oo dsmils iy o5 (g3l Byl 3l el
ol s Mo L5 (8) Jsds 5 gl

S Mg Sblugs ggere )3 (B) Jgior slaall (polul
ol 039 42538 ela Jl 5> puito oyl 395 i I Skio
SOl Ml 431 s 48l ) ol s ole sl b

W5 by ly bl 435 gel uls O Jgaa

Variance Decomposition of VGDP:

Period S.E. VGDP CBIo1
1 1.50E+10 100.0000 0.000000
2 1.58E+10 99.60812 0.003031
3 1.59E+10 99.06040 0.004295
4 1.60E+10 98.56665 0.004273
] 1.60E+10 98.18131 0.005486
6 1.60E+10 97.89696 0.008722
7 1.60E+10 97.69163 0.017674
8 1.60E+10 97.54389 0.029231
9 1.60E+10 97.43653 0.043819
10 1.61E+10 97.35689 0.060650
1" 1.61E+10 97.29610 0.078895
12 1.61E+10 97.24819 0.097786
13 1.61E+10 a7.20927 0.116678
14 1.61E+10 97.17685 0.135063
15 1.61E+10 97.14934 0.152576
16 1.61E+10 97.12571 0.168977
17 1.61E+10 97.10528 0.184131
18 1.61E+10 97.08756 0.197985
19 1.61E+10 97.07215 0.210548
20 1.61E+10 97.05874 0.221871

BD OPEN VINF
0.000000 0.000000 0.000000
0.010733 0.183466 0.194645
0.043781 0.387262 0.504261
0.081454 0.522635 0.814992
0.141126 0.593164 1.078913
0.184489 0.623103 1.285730
0.218332 0.632438 1.439927
0.242697 0.633503 1.550683
0.259127 0.632758 1.627764
0.269571 0.632985 1.679902
0.275828 0.634936 1.714242
0.279337 0.638390 1.736295
0.281152 0.642776 1.750121
0.281990 0.647502 1.758595
0.282308 0.652098 1.763681
0.282378 0.656257 1.766678
0.282351 0.659818 1.768419
0.282301 0.662736 1.769423
0.282259 0.665040 1.770004
0.282233 0.666803 1.770349
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Variance Decomposition of VINF:

Period 5.E. WINF CBIO1
1 9.656022 100.0000 0.000000
2 12.84128 97.60307 0.4599529
3 14.80805 94 17966 1.499189
4 16.13962 90.40333 2.852364
] 17.09337 86.58333 4424672
L 17.81495 82.94100 6.094588
7 18.37757 T9.61864 T.763004
& 18.82920 TE.70036 9.358500
9 19.19742 4.21102 10.83655
10 19.493980 7213416 1217472
11 19.748357 T0.42878 13.36648
12 19.95305 69.04298 14.41552
13 2012091 67.92333 15.33139
14 20.25866 67.02033 16.12648
15 20.37192 66.28097 16.81408
16 20.46347 63.69948 17.40730
17 20,5431 63.21698 17.91841
18 20.60872 64.82059 18.35864
19 20.66435 64.49244 18.73802
20 2071227 64.21865 19.06340

ED OPEN VGDP
0.000000 0.000000 0.000000
0.263029 0.623149 1.010820
0.498326 1.986840 1.835990
0.617392 3.814517 2.312389
0.644613 5.809872 2.935517
0.624271 7.734936 2.605202
0.590744 9.435531 2.592080
0.563229 10.83729 2.540621
0.548927 11.92689 2476615
0.547861 12.72963 2413618
0.556792 13.29023 2357717
0.571688 13.65904 2.310773
0.5868993 13.88377 2.272508
0.606105 14.00537 2241715
0.621405 14.03658 2.216958
0.63409 14.06222 2.196902
0.643954 14.04022 2.180437
0.651158 14.00290 2166711
0.656066 13.95838 2.1550935
0.659120 13.91168 2145137
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1. Impulse- Response Functions
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