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Objective: This study seeks to answer the question of what implications inflationary
policies have had for the fate of productive sectors in Iran's economy from the
perspective of the analytical level of development. This question is significant in that
a precise understanding of these implications can provide a basis for designing
efficient economic policies and avoiding the perpetuation of the cycle of inflation
and stagnation of production.

Method: The present study, employing the trend analysis method and based on official
data (documents), has examined the roots, implications, and consequences of inflationary
policies on productive sectors in Iran's economy during the years 2011 to 2020 (the lost
decade). This method facilitates the identification of long term patterns and the qualitative
analysis of economic trends within the intended time frame.

Results: The most significant damage arising from the shock to key prices and the
imposition of inflationary policies is the unprecedented decline in the capacity and
motivation for production, the reduction of productivity, and the expansion of the
environment of rent-seeking, usury, and corruption. During the 2010s, Iran's per capita
income declined by 34 percent, the terms of trade (indicative of national
competitiveness) likewise declined by 34 percent, and the misery index reached 45.4.
These figures clearly demonstrate the depth of the structural crisis of Iran's economy
and the erosion of productive sectors.

Conclusions: Four factors the dominant non-productive culture, the incompatibility of
inflationary policies with the needs of industrial life, the presence of a strong non productive
sector, and the absence of selective targeting in industry were identified as intensifying the
effects of inflation on productive sectors. The key solution for the sustainable resolution of
inflation is the presentation of a comprehensive, production-oriented strategic plan
accompanied by narrowing the arena for non productive sectors. The realization of this
solution requires sustained political will, institutional reform, and the participation of all
economic stakeholders.
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Introduction
When a national system confronts inflation and the persistence of inflationary policies with

their economic, social, political, and cultural consequences, overcoming these conditions is not
possible solely through the manipulation of economic variables. The greatest damage of
inflationary policies is the unprecedented decline in production and productivity and the spread
of rent seeking, usury, and corruption. Over more than three decades, while the number of literate
employed persons has doubled, the share of those with higher education has increased fivefold,
and per capita capital stock has grown by 26 percent, the total factor productivity index during
1976-2009 shows a striking decline. This reveals the national crisis of productivity and the non
productive nature of the country's institutional structure. When the reward system subjugates
productive activity to non productive activity, rent, usury, and corruption replace the incentives
of knowledge, efficiency, and productivity, and confrontation replaces cooperation. From Ross's
(2003) perspective, inflationary policies lead to the destruction of independent civil institutions,
the formation of captive civil institutions, the intensification of ethnic and racial conflicts, and
increased military expenditures. A systematic link exists between inequality and dependency;
inequality, on the one hand, increases consumption of imported goods and, on the other, with the
collapse of productive capacity, paves the way for expanded imports and non-productive
activities. Under such conditions, the increasing returns of rent-based and corruption-based
activities transform them into the engine of value added creation, and through the stagnation of
innovative activities, confront the future of societies with various challenges. This research,
aiming to answer the question. What are the implications of inflationary policies for the fate of
productive sectors from the perspective of the analytical level of development?. after examining
the theoretical foundations of inflation and production, addresses technology as a point of
departure for strengthening productive sectors, and ultimately offers strategies for exiting the
vicious cycle (inflation, disorder, inefficiency, inequality, and corruption) based on a
comprehensive, production-oriented strategic plan.

Method

The present study, employing the trend analysis method and based on official data (documents),
has examined the roots, implications, and consequences of inflationary policies on productive
sectors in Iran's economy during the years 2011 to 2020 (the lost decade). This method facilitates
the identification of long term patterns and the qualitative analysis of economic trends within the
intended time frame.

Results

The most significant damage arising from the shock to key prices and the imposition of
inflationary policies is the unprecedented decline in the capacity and motivation for
production, the reduction of productivity, and the expansion of the environment of rent
seeking, usury, and corruption. During the 2010s, Iran's per capita income declined by 34
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percent, the terms of trade (indicative of national competitiveness) likewise declined by 34
percent, and the misery index reached 45.4. These figures clearly demonstrate the depth of
the structural crisis of Iran's economy and the erosion of productive sectors.

Conclusions

This study, in answering its principal question, identifies the presence of a dominant non
productive culture, the incompatibility of inflationary policies with the needs of industrial social
life, the presence of a strong non productive sector, and the absence of selective targeting in
industry as factors intensifying the effects of inflationary policies on productive sectors. In the
theoretical foundations, the question of why economists are sensitive to inflation is addressed; the
answer is that one of the most destructive effects of inflation is the shrinking and collapse of the
income middle class, which, beyond expanding poverty, jeopardizes the continuity of economic
growth. As Keynes states, there is no subtler and surer means of overturning the foundation of a
society than the debauching of the currency. At the development level, inflation increases all
inequalities and transforms the productive culture into speculation, brokerage, and short term
preference. Disproportionate inflations constitute an important channel for strengthening non
productive sectors. In connection with Iran, the presence within a dominant non productive
culture, failure to adapt to industrial realities, adoption of inflationary policies, and weakness in
selective targeting explain the absence of technological production in Iran's economy. The key
point is that productive activities, owing to their involvement with three groups of costs (sunk
costs, asset restriction costs, and transaction costs), are incapable of competing with non
productive activities, as the latter fundamentally do not bear these costs. Controlling inflation and
enhancing productive capacity are not possible except through the severe control of the
opportunity cost of free riding and a program based struggle against corruption. Alongside the
comprehensive production oriented program, short term solutions are also necessary: avoidance
of shock therapy and interference with key prices, reform of the tax system through progressive
taxation of non productive activities, avoidance of populism, narrowing the arena for non
productive actors, stability in laws, transparency of the banking system, strengthening the work
culture, and avoiding abrupt changes in key prices.
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