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Abstract

This study aims to measure and analyze the impact of the economic openness index on
the inflation rate in selected Middle Eastern countries (Irag, Iran, Turkey, and Saudi
Arabia) during the period 2004-2023, using panel data methodology and the Fully
Modified Ordinary Least Squares (FMOLS) model. The purpose is to determine the
nature of the long-run relationship between the examined variables. The findings reveal
a positive and statistically significant relationship between economic openness and
inflation at the 1% significance level, indicating that a higher degree of economic
openness leads to a noticeable increase in inflation rates. This outcome is primarily
attributed to the heavy dependence of most Middle Eastern economies on essential
imports, particularly food commodities, as well as their vulnerability to exchange rate
fluctuations and chronic economic deficits. The study recommends diversifying the
economic base and strengthening domestic production to reduce dependence on
imports. Moreover, it emphasizes the need to coordinate trade policies with monetary
and fiscal policies to achieve sustainable price stability in the long run.
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http://www.macrotrends.net/global-metrics/countries/Irn/iran/gdp-gross-domestic-product
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A oed] A e U3 (§ Loy cball odia IS Aol B3Liaidl lodp] LSS wdiai-|
el Juas JA5 3 palu Lo chgudl )=

ASHN 8l Hlasedl B> 5l (e SA (5Spedl Widl UB (po Ulad uds Olislw st o
Ly (2023 — 2014) AW 8aa)l s S 2LiaiBYl § edaill Jdas aii)i-2
145V Ol I sgas @3uaill Jdae § gyl 14y (37.29%)
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O] B A Jume ALY
¢(23.5% ) &y (2023 - 2004) 5ol IS @3ail) (Sgiud! gaddl Juno Jawgio 3l 1
OLgaall wiid day Lol Ol e L9500l LalasdYl lgaall Jl dga $Las)Yl 1dng
Sl ddoall ddoadl And (plasly slaudl gLasyl ] 63T Las ¢(2011) ple § Aol
Gl U, £51801 B3l lassl
o) ¢J 91 Blally dylie (15.63%) ] 4l Bual] pivsaatl] (S giead| gl Jins pzy5 .2
2018 ple (3 95! QY ¢y Sdsmiall bl ol das doyall ibigiall
A S Las ¢(19.36%) Ay (2023 - 2004) susl) psail) (Sgiud) gaidl June .3
Dbl (olassly cdaad! el ©WE e Sad (ddsadl lgaall 5,5t 8ydiue at dalaidl
(%7 - %5) s ll p3uaill Jdas G 1ing LYl cdlaall plol 3191 JUU o pall
A3 9aud] B AudY Jutae laly
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Sl bt § delu Los cBlgd)l laisa) dalyo AST A0y Wsly =] dagSoull ol -
. 3 . .l‘ . .3
(2023 — 2004) dushyll 8o IS (S3gaudl SLaidYI (§ et (Sgiud! gaill Jdas pai)i-3
02lassl 928 s gadl (3 esuatll Juae 85 9 (s 108 (-27.10%) e
(2023 — 2004) 32al 3 Lidal) Jas oY) (3 ) J g3 A aduail) Jora (2-2) Jg2>

& i) i) ?‘:‘;’Jﬂ""; (il il b il d;:! e (P pdatl) ia; J—é‘,‘:"‘;‘ b piaal) Ss‘; o
- 0.52 - 14.76 - 8.6 - 26.96 2004

-7.69 0.48 -9.01 13.43 -4.88 8.18 37.09 36.96 2005
360.42 2.21 -25.39 10.02 17.36 9.6 44.02 53.23 2006
88.69 417 73.05 17.34 -8.75 8.76 -118.92 -10.07 2007
136.69 9.87 46.54 25.41 19.18 10.44 -225.72 12.66 2008
-48.73 5.06 -46.67 13.55 -40.13 6.25 -45.73 6.87 2009
5.53 5.34 -25.54 10.09 37.12 8.57 -58.08 2.88 2010
9.18 5.83 160.56 26.29 245 6.47 101.39 5.8 2011
-50.77 2.87 3.69 27.26 37.4 8.89 5 6.09 2012
23 3.53 34.26 36.6 -15.75 7.49 -69.13 1.88 2013
-36.54 2.24 -54.62 16.61 18.16 8.85 19.15 2.24 2014
-45.98 1.21 -24.86 12.48 -13.33 7.67 -37.95 1.39 2015
71.07 2.07 -41.91 7.25 1.43 7.78 -59.71 0.56 2016
-140.58 -0.84 10.9 8.04 43.19 11.14 -67.86 0.18 2017
-392.86 2.46 124 18.01 46.59 16.33 105.56 0.37 2018
-184.96 -2.09 121.6 39.91 -7.04 15.18 -154.05 0.2 2019
-265.07 3.45 -23.35 30.59 -19.1 12.28 -385 0.57 2020
-11.3 3.06 41.84 43.39 59.61 19.6 959.65 6.04 2021
-19.28 2.47 0.23 43.49 268.93 7231 -17.38 4.99 2022
-5.67 2.33 251 44.58 -25.52 53.86 10.52 5.52 2023
Baall galll Jaza

57.37% 23.50% 1.89% -36.68% 20’15'“’_ o

-103.12% 15.63% 37.29% 37.29% “'“;0’2'3“’_’ g:)';;

-27.10% 19.36% 20.52% 2.25% “‘“20’2';’_’ ga‘(;

(e Jsaal) das) A Eald) el ; jaaal)
1- https://www.macrotrends.net/global-metrics/countries/IRQ/irag/inflation-rate-cpi#google_vignette
2-https://www.macrotrends.net/global-metrics/countries/ TUR/turkya/inflation-rate-cpi
3-https://www.macrotrends.net/global-metrics/countries/Irn/iran/inflation-rate-cpi
4-https://www.macrotrends.net/global-metrics/countries/SAU/suadi/inflation-rate-cpi

Ay J9d il Judae 2 Galalid | LIS yLh5e 23 uld /G G
2023.20041 54%) I §yLisd) Say NI

Juas (3 $oLaidYl BLASSYI ige ,31 (wld I 8)La) iy g Cammundl 1 I (0
Ayl A gl UL 3 gail Jlamioanly g 8yLiseall JaangVl 341 J9ad sl
(Full Modified Ordinary Least Squares — Jo8JL duaall sl (5 auall Olas sl
1 3YEy bl Wlpsiedl o J2YI gl GBMe 3929 (p0 3aml Bug (FMOLS)
Jadlal) 2yl Shleist @S (1-3) Jadond! elay Ay paiaw ¥ Silylocist) 1|
Levin, )l Cuus(Y1esuaidl Jdas X1 ($obaidYl CBLASSYI) duhyudl ol pased due3ll
A& Ol awe Ob (s S <Im, Persaran, Shin (IPS) ybessLin, Chu (LLC)
LQJ.QJ\ REY ‘03 cUJIPS J\._A.:D"‘j LLC Jl._d:&-' > 9 C)UL&U 01.4@)’\ LSM‘ Joe ojM
(2-3) sl (3 gy LSy Spatall apazed Jg)
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https://www.macrotrends.net/global-metrics/countries/TUR/turkya/inflation-rate-cpi
https://www.macrotrends.net/global-metrics/countries/Irn/iran/inflation-rate-cpi
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) 5 giaall die Al Al il yiial [PS 9 LLC queen Ay ) jiiad) & JLa) gl g (1-3) Jgaad)

UNIT ROOT TEST TABLE Levin, Lin, Chu(LLC)

At Level
Y1 X1
t-Statistic 2.83414 -0.5577
With Constant Prob. 0.9977 0.2885
No No
t-Statistic 3.47092 0.45939
With Constant & Trend Prob. 0.9997 0.677
No No
t-Statistic -0.6057 -1.0702
Without Constant & Trend Prob. 0.2724 0.1423
no No
UNIT ROOT TEST TABLE Im, Persaran, Shin (IPS)
At Level
Y1 X1
t-Statistic -0.058 -0.8651
With Constant Prob. 0.4769 0.1935
no No
t-Statistic -0.0181 -1.3545
With Constant & Trend Prob. 0.4928 0.0878
no No

(EViews 12) gl x (oo sl Calal) alae) (a3 jaal)
Notes: (*) Significant at the 10%; (**) Significant at the 5%; (***) Significant at the 1%. and (no)
Not Significant

w9 L 9V 38l 3 dmy Byditns Zrual Wlpadall aazr ON(2-3)dgddl oo g2

Gl A58l (aa 1img(1) Ayl (e AeBite dyll Wolaie OF (81 IPS Hlaslg LLC Hlas

Ayl Wlase (e Fully Modified Least Squares (FMOLS) 9 ikl Jo5 Loz
Ja¥) (3 Al e A Al &l il PS g LLC queen Ay ) jiul) &l JLEA) (2-3) Jgaad)

UNIT ROOT TEST TABLE Levin, Lin, Chu (LLC)

At First Difference

d(Y1) d(X1)
t-Statistic 0.0001 -2.8934
With Constant Prob. 0.0419 0.0019
*% kK
t-Statistic 0.0157 -2.2873
With Constant & Trend Prob. 0.1459 0.0111
no *k
t-Statistic -15.015 -9.7883
Without Constant & Trend Prob. 0.0000 0.0000
*kk *kk
UNIT ROOT TEST TABLE Im, Persaran, Shin (IPS)
At First Difference
d(Y1) d(x1)
t-Statistic -8.4539 -8.0809
With Constant Prob. 0.0000 0.0000
*kk *kk
t-Statistic -3.9538 -7.7633
With Constant & Trend Prob. 0.0000 0.0000
*kk *kk

Notes: (*) Significant at the 10%; (**) Significant (EViews 12) gl » (e sl &ald) aae) (a1 jaal)
at the 5%; (***) Significant at the 1%. and (no) Not Significant

Co-integration Test &I sl (LelSCU yLoisi S =Lg.3|.5
J2Y1 gl 435193 A8V 399 oo GAUI 2T (30 1 X FUARS JSTUY (39 s 5Ll -1
Residual  Pedronijlas! Jlaasiw! o3 Y1esadl Jiae X1 $aladV BLASSY o
Lo gV @l J9o ope Byliseall J9lb ol Panel Data 49Ul &bl Cointegration
L gine LSVl 5 iy 89 .2023-2004 baall IS (R3gaud) LS55 0l Blyal)
Panel v-9Group ADF-Statisticy Panel ADF-Statistic (<o 4wyl Olslbasdl
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pall dupyd a8y (e i ew (%1 AV (Sghuun i ¢esuadl Juaoe Ul niiel) Statistic
Jaiwadl pssel! (o J2V dgb Hilie oS OBMe 3929 Jgudllg c(;d.n& 399 pde)
wﬂ\j.cjn.’iﬂm gﬁ-‘*’ pa’:.,b.ﬁ\ Jd=o @ﬂé&' L“S.BL,a.}'é}’\ LAY ol G BEY _&_alﬁ\g

& idial) Jalsill (J g am LA (3-3) Jsad)

Pedroni Residual Cointegration Test

Series: Y1 X1

Sample: 2004Q1 2023Q4

Cross-sections included: 4

Newey-West automatic bandwidth selection and Bartlett kernel

Statistic Prob. Statistic Prob.
Panel v-Statistic 4.772745 0.0000 4.099193 0.0000
Panel rho-Statistic -2.46556 0.0068 -1.96419 0.0248
Panel PP-Statistic -1.56969 0.0582 -1.25521 0.1047
Panel ADF-Statistic -9.70374 0.0000 -8.28166 0.0000

Alternative hypothesis: individual AR coefs. (between-dimension)

Statistic Prob.
Group rho-Statistic -1.79858 0.0360
Group PP-Statistic -1.30474 0.0960
Group ADF-Statistic -10.8937 0.0000

(EViews 12) =) 1 (A& sl daldl) dlae) (a1 jdeaal)

3929 oo 3a=il poy3)(Pedroni) Hlisl e Madllh s &F 2Lt JelSTU §LS HLCisl -2
(X1 sobaidYl BLaSEY) Jtunall_psiallg(YLpsmadll) aldl il gu J2YI dugl d8le
eyl Jol) 9l Hlas (pan 431 HLis dags €2023-2004 8uel) &gl ULy e
pall dupy8 e jlasdl e pads ddghall ULl m3les (3 dataal Chlasdl asl day s3I
3979 LA () Al duyall blie cduahydl) Colpiiall o Hilis JoBG 929 pas AsLaJI
Lol OF 9 Hlasl o> ADF )l gl copglsl L Lgiw Lod J=291 digls aLsilgs d8Me
Ssaall (Sgiunll yo J3T (29 ¢(0.0000) ddlosi>! dasd as(-7.854737) ik dliasyl
Jo85 d8le 3929 L8] JUbg cdbadl dup,all mdlal paall dupyd (2d) ] ads Lee %1
Las «RESID(-1)J Wlia>] Lginag ddlu Uns proyad Jolaodl . dulyldl olysiiall cp & ilice
S9luDurbin-Watsondasd of LS. J=Y1 Jugb 01l e blmeYl Jodad de o J) s
DL L 4o eeds s ¢ Bladl @ 318 bl obe ) ad 2.348635

Kao Residual Cointegration Testel yidiall Jalsill gls ,Lil) (4-3) Jgaad)

Series: Y1 X1
Newey-West automatic bandwidth selection and Bartlett kernel

t-Statistic Prob.
ADF -7.854737 0.0000
Residual variance 14.07273
HAC variance 31.40596
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(RESID)
Variable Coefficient Std. Error t-Statistic Prob.
RESID(-1) -0.110924 0.01075 -10.31799 0.0000
D(RESID(-1)) 0.854289 0.03102 27.53759 0.0000
R-squared 0.714083 Mean dependent var 0.25521
Adjusted R-squared 0.713161 S.D. dependent var 3.77269
S.E. of regression 2.020555 Akaike info criterion 4.25101
Sum squared resid 1265.619 Schwarz criterion 4.27501
Log likelihood -661.1577 Hannan-Quinn criter. 4.2606
Durbin-Watson stat 2.348635

(EViews 12) gl x (oo sl Calal) alae) (a3 jiaal)

dakatol) bl Adluumn jo5a3 Jrl (o nEF Uil JualSCUY plicd Guusild g HLiist! -3
Jlasia! @3 X1 Jaiuwadl paiall Y1 @suadl pldl pssedl oo J=2Y) dogb 48Me 34295
Ol g LY 131l uay s J1 Johansen  Fisher Panel Cointegration ;Lo
&)l L o pmezm LYl s A ghall ULl Jopdowst) d 5Dl dipiay Sy
O ASHinall A5l gidl lgaiall sde ja=dy pg-tug <Eigenvalue MaximumgTrace
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S «Olooyall i (3 Johansen  Fisheralsbasy ddlal Lgianll O] . olpsiall
hasiall g Jodl gl 03195 ABMe g9 ) S (53,40l parall Z3gdl S gine
Ohlas! 4] cduo g Le Al odd aeusy dwydll 8;lisall Joadl 36 § Ll

el (o iy guoly i JolS 39290 3led) Zlssd! e j30 s (Kao sPedroni
Ayl Jaa!_pazally woldl

¢l jidial) Jalill o a2 JLEA) (5-3) Jgta

Johansen Fisher Panel Cointegration Test

Series: Y1 X1

Sample: 2004Q1 2023Q4

Trend assumption: Linear deterministic trend

Unrestricted Cointegration Rank Test (Trace and Maximum Eigenvalue)

Hypothesized Fisher Stat.* Fisher Stat.*

Prob. = Prob.
No. of CE(s) (from trace test) (from max-eigen test)
None 102.6 0.0000 91.3 0.0000
At most 1 49.52 0.0000 49.52 0.0000

* Probabilities are computed using asymptotic Chi-square distribution.

Individual cross section results

. Trace Test Max-Eign Test
Cross Section — Prob.** — Prob.**
Statistics Statistics
lrag 80.2678 0.0000 67.7209 0.0000
Iran 42.1672 0.0000 29.1706 0.0001
Turkya 24,1333 0.002 17.7341 0.0136
SUA 44.7916 0.0000 38.5524 0.0000

**MacKinnon-Haug-Michelis (1999) p-values

(EViews 12) gl o sl &ald) el Ga 1 jdaall
xPanel FMOLS: z 5 ge3 Jleatiuls Ol ytdidtf Cros Jov 31 AL) oo A3 Mat| 4l L1
Kao 9 Pedroni whlas IS ¢pe Ol psial! o i JolS d8Me 929 o ot da
Syl Glasyall 73 gl Jlasiwsly J=2Y1 dligls 48Nl a3 J) JlaiY) @3 dJohanseny
@4l (Panel Fully Modified Least Squares - FMOLS)4d skl Ul S Al
o e S OMe (posats (21 Z3led) Blew § dosdlog 485 Ll AST o dny
(Adlgdual) 39l ae yulally JI1 LIl sl 1] J) 735031 1 CBugy -l paiell
A3Me 399 Il (§ Lapn Y (85LaSy BlLuudl AST 0955 lakaall Wl ydds Jodss JIS- (0
2=l @ Ljlgie (Panel Data) 4ol lle e z3gail 3asad o3 . J2Y) dgb d3)lg3
@‘Jﬂ &)JM dl 2004 ﬁLaJ du\ &:)J\ O Biald (&3.)}:;&]\ ‘L“JS)S U!)'.?l céb.sd\) 8Lz dg.)
ssell 86 wusd (Weighted Estimation) sl yadl O glol Jlomiwl 2023 el

1 GYEy J2Y dsglall Bue (3 Y1 bl piiedl e X1 Sl

Le (Y1) M\ Jdaog (X1) L§.>L442§3’| BLasay RS mwg 4.>.>J.19 4 S9>9-1
G355 By B9 Hldday (X1) GolaidYl LAY §las)l o ST %1 Liginall (S ginall
- 101 dl 592 1429 ¢(0.376332) Hlaies (Y1)eswaidl Jdas glas)l JI

£l Ao -9 Al daadd Slol il (e Ggdaiing JawgVl @&l Jgo elans-]

GV Ol Jolie ddoeall dlaadl dogd (olasol i Bale ¢ iYL pall jlad -
Sygianed] @duatl L 8555 JI 65539 $oLamdYl GLASSY!

A3l O (g 1329 (%68.5) dpmsady §yiiall 3503 aiiye (R?)ddoll Joolas 012
& AU anell OF goro g bl pally dgd d33e Lg) zaladdl (§ AsIl il
‘).a.,\.i.d‘ > ul.c Judo \J..{bg 43@.@403 %ﬁ)jﬂb 5).&5.0.” C.)}u)’\
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(FMOLS) gisil (6-3) Jsaa!

Dependent Variable: Y1

Method: Panel Fully Modified Least Squares (FMOLS)

Sample (adjusted): 2004Q2 2023Q4

Cross-sections included: 4

Panel method: Weighted estimation

Cointegrating equation deterministics: C @TREND @TREND”2

Variable Coefficient Std. Error t-Statistic Prob.
X1 0.376332 0.018161 20.72217 0.0000
R-squared 0.685198 Mean dependent var 12.3523
Adjusted R-squared 0.67273 S.D. dependent var 15.1027
S.E. of regression 8.639849 Sum squared resid 22618
Long-run variance 60.81204

(EViews 12) galn e sl &alid) e Ga s juaal)

T35l e dmlll Blaall Judouil)(1-3) Sadl ks 10 Blgult aeibal! fosh okt shiisst dlasly

Cab (e —ail Ju—ae 3 oLl BL_aS Ol 5 w3

&8 U8 (s Low(%5)Lginn)l (Sgiume ¢y ST (29(0.275) 4 lei>b(2.58)dkeud

Lanlo Byguan €395 Z3gadl 3lgr O] Sy . aualall aoigill @S Bloall Ob i 2I(HO)putsl!

Ao dyalsviuall d8baxY wlull 4dgige Jiag bl Z3gadll (29,8 dodl pedy Lo g9
bl o) LS (1-3) Jsd

36
Series: Residuals
32 Sample 2004Q2 2023Q4
28 Observations 304
24
Mean 1.312994
20 Median 0.206397
16 Maximum 33.41629
Minimum -25.13876
12 std. Dev. 11.35219
8 Skewness 0.120536
a Kurtosis 2.618383
(o] Jarque-Bera 2.580804
-20 -10 o 10 20 30 Probability 0.2751600

(EViews 12) gl e sl Galdl alas) (e ; jhaal)

Olo oty Oolom LT
-1 3o glitiasl ¢,Say ALl W £ 9> (3 Hlam LN = Mg
3L BLaSEYI dayds dgaline L3gaud! (§ GolasBYl LBLASSYI Ay b dwlydl cuyglsi -1
o8 Juady ($3LamdY BLESHYI Sl ol sl Lgad 080 eyl Sbaliadl Las 4 (3,
Lalazey Los ¢ patana ()2 32 (o oy i) e g3 AST LSS alaidl Jyleadl (3 oo g)! oLiai))
(3l 3Laiddl e Lpg5a0)l GLighall 3929 0 0y (e AdLaidl Gladuall Loy AST
LGN a8 dslew £LS1 UM (10 3L LgdLaSTI Judas e Uit
AV o Bl sLiasdY! (§ esesadl Jdae (§ 8asS Gl L oL dwhll el gs -2
@9 Azl daadl a0 8386 L3I § Blall (555l lidl Hlyasiul @3 UgyS doxilrg Az gasall
Al dey LSS (8 eseaill Jims et . @l sLadl § el Juns dd Jolis (3 cronlas
Lcoland! SloVlg LS Bl Aad 5985 oy yaann gD (§ (ppially Goloell 0801 ¢y0 JoII
B9y5S dxilrg 2016 ple (3 @Y Uglns Jio
Ol § el gL ey Ddgadly Oll o JS § el ddas OL dwhll el gs -3
2 o Lo gyhall daLaidl whisdall Jl g 1Ay ¢ 3LY Lyl dasd § ol o lasil o
pdgnadl oSl (3 dolall il 5 ) 392 D3 gaadl (§ Jhaall Uiyl Latsy eyl Jgull
¢l Juang $alaidYl BLASEY! &5e oo Liginag 3yl d8Me Hlia b duwhyll cal -4
B)liseoll lawwg¥I @l Jga (3 eduatdl Juae £l I $385 «(5abadl BLaSHYI gLyl o (S
@ i duw (e3uaill Jdas) W1 sedl 3 Olasl (5 (%68.5) Ob duhydl iyglsl -5
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Byliseadl JawgYl @4l Jgud SalaidYl LSSy
3L il 39 Sledusall olaie lowl Tpal cBodaieg &5LS SBlé cpe of daSlE
o Olge Loy Jawgl 3,21 Jgo (3 doylatlly ddledlg douasdl lwld| delus Bole] e Jonll -2
83L)9 43Syl 2l gl AdMaiwl Blelye an ((S3LaidYl gail) pamilly $olaidYl Hlyaiw! Bl
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