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Abstract

In this research, the role of the informal economy in political stability in inflation in Iran has been
investigated using time series data from 1360 to 1400 years. Based on the results obtained from
the relationship between the informal economy, political stability and inflation in Iran, the
existence of an endogenous mechanism is confirmed. The results show that there is an interactive
effect between the informal economy and political stability on inflation. Political stability alone
causes a decrease and the informal economy alone causes an increase in inflation, while the
interaction effect is positive, which shows that political stability along with the informal economy
can increase inflation in Iran. Therefore, if the informal economy is large, it can neutralize the
effect of political stability that can reduce inflation and even lead to an increase in inflation. Also,
the increase in gross domestic product, lack of corruption and increased accountability have
reduced inflation and an increased degree of openness in the economy has increased inflation in
Iran. Therefore, increasing political and economic transparency, clarifying administrative
activities and society's participation in government legislation are among the effective things in
reducing inflation. Improving control and monitoring systems, clarifying information, reforming
the administrative structure and providing access to public sector information will reduce
corruption, reduce economic and social anomalies, and increase the size of the formal sector of
the economy.
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