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Development and Analysis of a System Dynamics Model for
investigating the
relationship Between Oil Price and the Inflation Rate in I.R Iran.

Abstract

Obviously, there is no need to talk about the significant importance of oil price over the whole body of
Iranian economy. All of the economic variables will strongly react to the changes in the oil price. On the
other hand, one of the most important and most prevailing topics of Iran today’s society is the inflation
rate. In this work, we tried to develop a system dynamics model in order to analyze the effects of changes
in the oil price on some of the economic variables of Islamic Republic of Iran; especially inflation rate.
After developing the model, we have used the historical data to validate the results of our model.
Furthermore, we developed some practical scenarios for controlling the effects of changes in the oil price.
We suggest scenarios such as: distribution of saving bonds, shocks to oil price and non-oil export. As an
important result, we show that, unlike the oil export, the non-oil export has a significant role in declining
and controlling the inflation rate in the I.R. IRAN economy.

Keywords: Historical data, System dynamics, Oil price, Inflation rate, Oil export, Non-oil export.



