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Thelranian Disease Theory

(A Misaligned Complex System and Hybrid Institutional Inertia
under the Simultaneity of Stagflation, Institutional I nefficiency,
and International Constraints)

Nabi Omidi”

Abstract

This study aims to present a conceptua framework referred to as the “lranian
Disease,” a condition in which the simultaneity and mutually reinforcing interaction
of three crises(international constraints, chronic inefficiency of governance
ingtitutions, and deep stagflation)undermines the programmability of the macro
economy and leads to the failure of conventional policymaking. Adopting an
analytical-explanatory approach grounded in conceptual anaysis, the study
examines the mechanisms underlying the emergence and persistence of this
condition and proposes a multilayer conceptual model for breaking the cycle of
institutional and economic inefficiency, in comparative dialogue with international
theoretical frameworks. The findings indicate that the Iranian Disease operates as a
self-reinforcing cycle of institutional inefficiency, in which international constraints
function as an intensifying catalyst that activates mechanisms of maladaptive
institutional adaptation, resulting in the formation of an inefficient equilibrium trap
and heightened unpredictability of policy outcomes. In response, the study proposes
a conditional and sequential multilayer treatment model, which argues that a
sustainable exit from the crisis requires a stepwise progression through: (1) the
reduction of external constraints, (2) institutional reforms in economic governance,
(3) a gradual exit from stagflation through the revitalization of production and
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productive investment, and (4) ultimately, the restoration of economic
programmability within a framework of effective governance. A key feature of the
model is the possibility of disease relapse due to new external shocks or the internal
erosion of reforms; therefore, sustainable treatment necessitates coordinated, phased,
and preventive management of all layers of the crisis.

Keywords: lranian Disease, Institutional Inefficiency, Maadaptive Adjustment,
Negative Learning, Inefficient Equilibrium Trap.
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