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EXTENDED ABSTRACT

INTRODUCTION

high inflation rate is an important economic problem in developing
countriesincluding Iran, which, despite its long history of analysis, is still
under discussion and is one of the main concerns of politicians and
economists. According to the available evidence, inflation has adverse effects
on society and economists believe that the costs that inflation imposes on
society can be much more serious than the costs of slowing the economic
growth. Considering the negative effects of inflation, the effective factors of
creating and intensifying inflation have been studied in different schools. In
this regard, according to the theoretical issues, inflation has three main
sources of 1) increasing demand, 2) cost pressure and 3) structural
bottlenecks. One of the most important policies to reduce inflation is to
increase the product's supply and growth. In this regard, economic complexity
can lead to the formation of oversupply and ultimately reduce inflation in the
economy through increasing the capacity of production and diversifying the
complex products' production. According to the latest ranking of the
Economic Complexity Index reported in 2018 by Harvard University for 133
countries, there is a significant difference between developed and developing
countries.

METHODOLOGY

The purpose of this study is to investigate the effect of economic complexity
on inflation in OIC member countries based on the inter-country approach
during the period 1995-2018. The required information was obtained from
the World Bank and the Atlas of World Economic Complexity. The
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geographical scope of this study is thirty selected member countries of the
Islamic Cooperation Organization, which have been selected due to the
statistical limitations of similar data and historical evidence.

Specifying research model

According to the theoretical foundations and experimental studies, the model

specified in this study was specified as follows:

INF_it=C+ _1*INF_(it—1)+ p_2+* (M2gr_it — GDPgr_it)
+ B_3 x NAT_it + f_4 » ECI_it + €_it

In this model i: country, t: time, C: the width of the origin and B: the
coefficients of the explanatory variables (slope coefficients). (INF): Inflation
Rate. (INF.1): Inflation of the previous period. (M2gr): growth of liquidity.
(GDPgr): growth of gross domestic production. (NAT): abundance of the
natural resources. (ECI): Index of economic complexity.

The GMM model is selected to estimate this research.

FINDINGS

According to the results of this study, the impact of economic factors on
inflation in selected countries was estimated. The coefficient of the main
variable of the stipulated model, ie the ECI economic complexity index, is
negative and statistically significant at the 5% level. Other explanatory
variables of the model, which were significant at the 5% level and all had a
positive effect on inflation, are expected inflation, difference between the
growth of liquidity and the economic growth and abundance of natural
resources.

CONCLUSION

The results of the analysis of the model findings showed that the hypothesis
of reducing inflation through economic complexity is established in selected
Islamic countries. It was also found that with increasing expected inflation,
the difference between the growth rate of liquidity and economic growth and
natural wealth, inflation increases. Thus, the results of model estimation show
that the estimated coefficients of all variables are signally compatible with
theoretical foundations. Therefore it is suggested:

Policymakers and economic decision-makers should consider research on the
indicators of complexity and product space, And adopt the necessary policies
and measures to pave the way for higher-tech technological products with the
aim of diversifying the competitive products of Islamic countries. Of course,
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it is necessary to first identify the technological capabilities of countries in
this direction.

Reference

Adam, A., Garas, A., Katsaiti, M. S., & Lapatinas, A. (2021). Economic
complexity and jobs: an empirical analysis. Economics of Innovation
and New Technology, 1-28.

Ahmadzadeh, K. & Nasri, S. (2021). Investigating the welfare losses of
commodity inflation in the fourth and fifth development plans for
selected provinces of Iran. Quarterly Journal of Quantitative
Economics (JQE), 18(3), 99-134. doi: 10.22055/jge.2019.29026.2059
(In Persian)

Amiri, B. (2017). The Effect of Governance Index on Inflation in Selected
Countries of G77. Quarterly Journal of Quantitative Economics(JQE),
14(3), 161-185. doi: 10.22055/jge.2017.18817.1448 (In Persian)

Armen, S. A., Ghorbannezhad, M., & Kafili, V. (2017). Take another look at
inflation: VARX approach. Iranian Scientific Magazine of Applied
Economic Studies, 6(22), 99-121. URL:
https://aes.basu.ac.ir/article_1882_en.html?lang=fa (In Persian)

Azimi, S. R, Miri, A. A, Taghizadeh, K. & Samadi, R. (2013). the Study of
Trend and Causes of Iran’s Inflation During (2010 -2012) and
Measures Fulfilled to Subdue it. Quarterly Journal of Fiscal and
Economic Policies (qjfep). 1(1), 25-58. URL.: http://gjfep.ir/article-1-
22-en.html (in persian)

Azizi, Z., & Pedram, M. (2019). The Role of Export Diversification on the
Relationship between Trade Openness and Volatility of Economic
Growth in Selected Developing Countries (1980-2015). Iran Economic
Research Journal, 23(77), 107-138. URL:
https://ijer.atu.ac.ir/article_10149.html (In Persian)

Bala, U., Chin, L. E. E., Kaliappan, S. R., & Ismail, N. W. (2017). The
impacts of oil export and food production on inflation in African OPEC
members. International Journal of Economics and Management, 11
(S3), 573-590.

Buchheim, V., & Kedert, M. (2016). Digitization effect on the inflation rate:
An empirical analysis of possible digitization channels. Available at
SSRN:
http://www.divaportal.org/smash/record.jsf?pid=diva2%3A948969&d
swid=-4271



http://qjfep.ir/article-1-22-en.html
http://qjfep.ir/article-1-22-en.html
http://www.divaportal.org/smash/record.jsf?pid=diva2%3A948969&dswid=-4271
http://www.divaportal.org/smash/record.jsf?pid=diva2%3A948969&dswid=-4271

A",‘ Abolfazl Shahabadi, Bahareh Karami, Hanieh Arghand

Quarterly Journal of Quantitative Economics(JQE) (2022) 19(2) 21

ran University of Ahvaz
Jou vee Economics

Chowdhury, A. (2014). Inflation and inflation-uncertainty in India: the policy
implications of the relationship. Journal of Economic Studies, 41(1),
71-86.

Cristelli, M., Tacchella, A., & Pietronero, L. (2015). The heterogeneous
dynamics of economic complexity. Public Library of Science One,
10(2), e0117174.

Elahi, N., Khodadad Kashi, F., & Sagheb, H. (2018). Technology Content,
Sophistication and Revealed Factor Intensities in Export of Iran.
Quarterly journal of Industrial Economic Researches, 2(3), 57-70.
URL:  https://indeco.journals.pnu.ac.ir/article_5286_en.html  (In
Persian)

Elgammal, M. M., & Eissa, M. A. (2016). Key determinants of inflation and
monetary policy in the emerging markets: evidence from Vietnam.
Afro-Asian Journal of Finance and Accounting, 6(3), 210-223.

Felipe, J., Kumar, U., Abdon, A., & Bacate, M. (2012). Product complexity
and economic development. Structural Change and Economic
Dynamics, 23(1), 36-68.

Fortun Vargas, J. M. (2012). Money growth and inflation: evidence from
post-inflation Bolivia. International Journal of Economic Policy in
Emerging Economies, 5(4), 353-366

Fuhrer, J. C. (1997). The (un) importance of forward-looking behavior in
price specifications. Journal of Money, Credit, and Banking, 338-350.

Ghavam, M. Z., & Tashkini, A. (2005). Experimental analysis of inflation in
iranian economy (1959-2002), Iranian Journal Of Trade Studies
(JTS), 9(36). URL:
https://www.sid.ir/en/journal/ViewPaper.aspx?id=35583 (In Persian)

Granger, C. W., & Newbold, P. (1974). Spurious regressions in econometrics.
Journal of Econometrics, 2(2), 111-120.

Hartmann, D., Guevara, M. R., Jara-Figueroa, C., Aristaran, M., & Hidalgo,
C. A. (2017). Linking economic complexity, institutions, and income
inequality. World development, 93, 75-93.

Hausmann, R., Hidalgo, C. A., Bustos, S., Coscia, M., Simoes, A., &
Yildirim, M. A. (2013). The Atlas of Economic Complexity: Mapping
Paths to Prosperity. (B. Shahmoradi, Trans.). Cambridge, MA:
Harvard University.

Hidalgo, C. A., & Hausmann, R. (2009). The building blocks of economic
complexity. Proceedings of the National Academy of Sciences,
106(26), 10570-10575.



The Impact of Economic Complexity on Inflation in the \‘ "
22 Selected Countries of Organization of Islamic N\
Cooperation s e

(former Economic Studies)

Lv, L., Liu, Z., & Xu, Y. (2019). Technological progress, globalization and
low-inflation: Evidence from the United States. Public Library of
Science One, 14(4), e0215366.

Mousavi, A. K. A., & Taghipour, A. (2001). A review of relationship between
export diversification and stability oF export earnings in Iran. Iranian
Journal Of  Trade Studies (JTS), 5(20), 63-94.
URL.:https://www.sid.ir/fen/Journal/ViewPaper.aspx?1D=21765 (In
Persian).

Muktadir-Al-Mukit, D., & Shafiullah, A. Z. M. (2014). Export, Import and
Inflation: A Study on Bangladesh. Amity Global Business Review, 9.
Available at SSRN:
https://www.researchgate.net/publication/270450475

Nadiri, M., & Mohammadi, T. (2011). Estimating an institutional structure in
economic growth using GMM dynamic panel data method. Economical
Modeling, 5(15), 1-24. URL:
http://eco.iaufb.ac.ir/article_555516_en.html?lang=fa (In Persian)

Pourkazemi, M. H., Biravand, A., & Delfan, M. (2016). Designing a Warning
System for Hyperinflation for Iran’s Economy. Research and
Economic Policy Journal, 23(76), 145-166. URL:
https://www.sid.ir/en/Journal/ViewPaper.aspx?1D=534342 (In
Persian)

Ranjbar, O., Sagheb, H., & Ziaee Bigdeli, S. (2019). Analyzing dynamism in
Iran’s non-oil exports: New evidence using economic complexity
theory. Journal of Economic Research (Tahghighat-E-Eghtesadi),
54(1), 47-73. URL: https://jte.ut.ac.ir/article_70071 en.html?lang=en
(In Persian)

Saumitra, B., & Raja, S. (2012). A note on excess money growth and inflation
dynamics: evidence from threshold regression, MPRA Paper No.
38036.

Shahabadi, A., & Heydarkhani, F. (2020). The Effect of Knowledge-Based
Economy Components on Misery Index in Selected Countries. The
Journal of Planning and Budgeting, 25(3), 95-116. URL:
https://jpbud.ir/browse.php?a_id=1947&sid=1&slc_lang=en (In
Persian)

Shahmoradi, B., & Eshtheardi, M. S. A. (2018). Investigating the status of
Iran's technological competitiveness in the region, based on the
economic complexity approach. Journal of Science and Technology
Policy, 10(1), 29-39. URL.:



https://www.researchgate.net/publication/270450475
https://jte.ut.ac.ir/article_70071_en.html?lang=en

A\"" Abolfazl Shahabadi, Bahareh Karami, Hanieh Arghand

Shahid Chamran University of Ahvaz Quarterly Journal of Quantitative Economics(JQE) (2022) 19(2) 23

https://www.sid.ir/en/Journal/ViewPaper.aspx?1D=747719 (In
Persian)

Shakeri, A. (2006). Microeconomics 2 (theories and applications), Tehran:
Ney. (In Persian)

Stojkoski, V., & Kocarev, L. (2017). The relationship between growth and
economic complexity: evidence from Southeastern and Central Europe.
Available at SSRN: https://mpra.ub.uni-
muenchen.de/77837/3/MPRA _paper_ 77837.pdf

Wimanda, R. E., Turner, P. M., & Hall, M. B. (2011). Expectations and the
inertia of inflation: the case of Indonesia. Journal of Policy Modeling,
33(3): 426-438.

Zack, M. H. (1999). Developing a knowledge strategy. California
Management Review, 41(3), 125-145.

Zhu, S., & Li, R. (2017). Economic complexity, human capital and economic
growth: Empirical research based on cross-country panel data. Applied
Economics, 49(38), 3815-3828.



https://mpra.ub.uni-muenchen.de/77837/3/MPRA_paper_77837.pdf
https://mpra.ub.uni-muenchen.de/77837/3/MPRA_paper_77837.pdf

