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Abstract

Considering the direct effect of the increase in inflation on the decrease
in purchasing power, the need to identify the causes of the chain of
inflation and provide the general livelihood of the people, it is necessary
to know the factors affecting inflation in order to curb and reduce it and
specifically solve the problem of inflation and realize the slogan of 2023
on the subject of curbing inflation. Iran's economy, in addition to high
inflation, has also experienced several severe inflationary waves in
recent decades. Oil and foreign exchange shocks, the country's
dependence on oil exports and other foreign exchange earnings, and the
need to import intermediate inputs, have made it more difficult to
reduce and control the general level of prices. review the inflation trend
in Iran also shows that the mentioned index is not a short-term
phenomenon, so that the average inflation during the period of 1981-
2021 was 20.12% and has become a problem. High and variable
inflation rates can impose huge costs on society. This seems to be more
important, especially in the period of the Covid-19 epidemic, when the
role of side effects for a number of inflation components may be more
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than usual; According to the data published by the World Bank,
inflation has increased by 34% during the last decade and by 84% with
the spread of Corona since 2020. From the point of view of Johnny
Cattrick (2021) and Layden (2022), economic agents, including
business owners, workers and consumers, will be affected by the
increase in the general level of prices in their buying, selling and
financial planning. Occurrence of negative impulses affect government
decisions, economic factors and households. Also, in order to protect
themselves from the negative effects of inflation, economic activists
often take measures such as brokerage or emotional purchases, which
divert resources from other more productive activities. Especially, if the
impulse is related to the public health of the society, it may force the
policy makers to take decisions that lead to the limitation of economic
activities. Therefore, in this research, along with other factors affecting
inflation, the impact of the Covid-19 (Corona) epidemic on inflation in
Iran has been investigated.

For this purpose, the required data and information have been collected
from the Central Bank of Iran and the World Bank by library method.
Also, since the use of the Autoregressive Distributed Lag Models
(ARDL) does not have the limitations of the Granger Engle method.
(The Engle Granger method is based on the premise of the existence of
a cointegration vector. If there is more than one cointegration vector,
this method is ineffective. Therefore, the method of econometric
models is used, which have short-term dynamics in them, and it is more
appropriate to present a more accurate value of the Eb model. The
autoregressive model with distributed lags (ARDL) presented by Pesran
et al. (2001) has several advantages compared to other cointegration
measures. 1) This method is not sensitive to sample size. Therefore, it
is suitable for small volume samples and has the necessary efficiency.
2) In order to use other aggregation or aggregation methods, it is
necessary to have the same degree of aggregation of the variables, and
on the other hand, the regression method with distribution breaks is
effective for variables with different degrees of aggregation. 3) In this
method, it is possible to use the optimal intervals of each variable during
the estimation stages of the model. 4) There is a single equation in the
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self-regression model with distribution breaks in contrast to the
systematic estimation of equations. 5) In estimating this model, short-
term and long-term relationships between the dependent variable and
explanatory variables can be estimated simultaneously therefore, In the
present study of) have been used Autoregressive Distributed Lag
Models (ARDL) and Error Correction Model (ECM). According to the
findings of the research, the effect of Corona and economic sanctions
on inflation is significant and its direction is also reported to be positive.
Therefore, it seems that the increasing effect of economic sanctions on
inflation and the restrictions of quarantines and containment measures
applied after the outbreak of the epidemic, as well as the uncertainty of
income and uncertainty caused by the corona virus, lead to an increase
in supply pressure and This way has caused inflation and life pressure
to intensify.

Based on the results of the model, the anti-inflationary effect related to
government educational expenses has been effective in reducing the
pressure of life simultaneously and intermittently. Therefore, it seems
that these expenditures, which are known as human investment, have
led to an increase in income and production with the effectiveness and
productivity of production, and in this way, have caused the reduction
of inflation. Also, for one unit increase in per capita income, the
pressure of life will decrease by 0.7 units. According to the findings,
for each unit increase in liquidity and real exchange rate, inflation will
increase by 1.8 and 0.6 units, respectively. In addition, the speed of
reaching equilibrium will be 51%, which indicates that 51% of the
short-term imbalance error will be convergently adjusted in each
period. According to the results of the research and the direct and
incremental effect of liquidity and exchange rate on inflation, it is
suggested that liquidity should be directed towards production and that
the central bank should have more control over the amount of money
by applying contractionary monetary policies. Also, the authority and
responsibility of maintaining the value of the national currency should
be assigned to the central bank. Since one of the prerequisites for
effective monetary policies is the independence of the central bank, the
independence of the central bank should also be taken into
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consideration. In addition, due to the anti-inflationary effect of per
capita production and the government's educational expenses in
reducing inflation, production increase policies should be considered
and production obstacles should be identified and removed. Since the
variable of Corona and sanctions also have a significant effect on
inflation and pressure of life, it is also recommended to modify the
structures and reduce dependence on oil income.

Keywords: Inflation, Covid19, Autoregressive Distributed Lag, Error
Correction Model.
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