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: Abstract

: Introduction: Maintaining a stable inflation rate has become a key
: macroeconomic goal in Iran, particularly as inflationary pressures—especially
: in the food sector—have significantly increased in recent years. Therefore, it is
. essential to accurately identify and address the factors driving this inflationary

pressure. Hence, in this current study, to gain a deeper understanding of total

: inflation, the factors influencing food and non-food prices will be analyzed
. separately at the provincial level across the country.

¢ Materials and Methods: To analyze the dynamics and asymmetric impacts of
: these variables, quantile regression and macroeconomic data were utilized over
: the period 2007 to 2021.

¢ Findings: The results indicate that GDP, employment rate, exports, the cost of
: agricultural production, and economic sanctions have a positive and significant
: impact. In contrast, the loan-to-deposit ratio and taxes on goods and services

: have a negative and significant effect across all quantiles of the distribution.

© Additionally, the results show that the intensity of these effects varies
. throughout the distribution over the period 2007-2021.

: Conclusion:The results from estimating the models for food and non-food
- . : prices show that control variables significantly and meaningfully impact these
Facilities, Gross domestic product : prices, Moreover, the influence of these variables on price indices varies across
: different quantiles. This indicates that the impacts of these factors on food and

: non-food prices are asymmetric.
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Extended Abstract

Introduction:

The aim of all countries is to provide their citizens
with a lifestyle and living conditions that are both
economically and socially sustainable. To achieve
this, countries strive to ensure sustainable economic
performance through growth and development.
While developed and emerging economies are
working to improve their existing economic
conditions, some developing economies continue to
struggle with critical issues such as inflation,
particularly food inflation, which remains a strategic
challenge. According to indicators from the
Statistical Center of Iran, food and non-food prices
in 2022 reached 70% and 37%, respectively. This
highlights that inflationary pressures were
predominantly driven by rising food inflation. In
addition, food inflation in 2022 ranged between 60
and 70 percent across most provinces. The
significance of food prices lies in the fact that a sharp
increase, given the substantial share of food in
household consumption baskets, can lead to
heightened poverty, a decline in nutritional quality,
and even social unrest. Moreover, food inflation can
spill over into non-food inflation by rising
inflationary expectations and prompting wage
demands. This study aims to examine the effects of
factors such as GDP, facilities, and employment
rates on food and non-food prices across all
provinces of Iran. The rationale for conducting this
study at the provincial level is that different
provinces exhibit distinct economic characteristics,
including varying inflationary pressures, the relative
importance of food and non-food items, and income
levels. By identifying the factors that contribute to
inflation in both the food and non-food sectors at the
provincial level, this study can provide valuable
insights for policymakers and development planners
in the country.

Materials and Methods

This study examines the asymmetric effects of
various variables on food and non-food prices using
quantile regression. Quantile regression allows us to
analyze the distinct responses of food and non-food
prices to variables such as bank credit and GDP

across different quantiles of their price distributions .

Unlike conventional regression methods, quantile
regression provides a more comprehensive and
integrated  distributional  perspective on the
relationships between variables. The analysis
focuses on variables influencing inflation, including
credit, GDP, and global food prices, and is grounded
in several economic theories: the quantity theory of
money, cost-push theory, demand elasticity theory,
and structuralism theory. This study utilizes annual
provincial and national data in logarithmic form for

the period 2007-2021. The data were collected from
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the Statistical Center of Iran and the Central Bank of
Iran.

Findings

The core findings of this paper reveal that the GDP
has a positive effect on both food and non-food
prices. This positive effect is more pronounced in
the upper quantiles of the distributions compared to
the lower quantiles. The loan-to-deposit ratio has a
negative effect on food and non-food prices across
all quantiles. Other results indicate that the
employment rate has a positive effect on both food
and non-food prices across all quantiles. In addition,
the coefficient for non-food prices increases as the
quantiles rise. The goods and services tax, on the
other hand, has a negative effect on food and non-
food prices. This negative effect is more pronounced
in the upper quantiles of the food price distribution
compared to the lower quantiles. These findings are
further validated by the generalized method of
moments (GMM) and ordinary least squares (OLS)
analyses. The export also has a positive and
significant effect on both food and non-food prices
across all quantiles. However, this positive effect
diminishes as the quantiles increase. In other words,
the impact of the export variable is stronger in the
lower quantiles of the distribution compared to the
higher quantiles. This finding is further confirmed
by both the generalized method of moments (GMM)
and ordinary least squares (OLS) models. According
to the food price model, agricultural production
costs are another critical variable that has a positive
and significant effect on food prices across all
quantiles of the distribution. Furthermore, in the
non-food price model, the estimates indicate a
positive effect of economic sanctions across all
quantiles, with this effect being more pronounced in
the lower quantiles.

Discussion and Conclusion

Based on the findings of this study, governments can
take several measures to control prices. These
include expanding investments in the agricultural
sector, as well as in other sectors such as industry,
education, health, and services, to boost the
production of food and non-food items.
Alternatively, governments can combat price
increases by enhancing the openness of the economy
through measures such as reducing tariffs and trade
restrictions. Given the significant and negative
impact of the loan-to-deposit ratio on food and non-
food prices, ensuring better access to finance for
farmers and business owners across various sectors
is crucial. To achieve this, it is recommended that
the government reduce financing costs for
businesses by implementing appropriate market
regulations. This would help businesses secure



Asymmetric effects of sources of inflationary pressures on food and non-food prices in Iranian provinces

capital more effectively and take a significant step
toward supporting economic activities.
Additionally, it is suggested that the government
strengthen credit institutions to better address the
working and long-term capital needs of agricultural
businesses and other economic sectors. The results
from the quantile model indicate that economic
sanctions have a positive and significant effect on
the prices of non-food items across all quantiles.
Therefore, it is essential to take proactive measures
to mitigate the damage and losses caused by these
sanctions. To address this, it is recommended to
implement strategies such as stabilizing the
govrrnment’s mccrocconomic possssss including
foreign exchange policies, to foster a sense of
economic security among economic actors. Finally,
promoting self-sufficiency, reducing dependence on
foreign production, and improving the business
environment can help lessen the adverse effects of
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sanctions on the economy.
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