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ABSTRACT

The present article examines the relationship between monetary policies—particularly the process of liquidity
creation—and their socio-behavioral consequences in the form of increased various types of delinquency in Iranian
society. The primary objective of the study is to explain the socio-economic mechanisms through which
disproportionate liquidity growth and inefficiencies in the banking system can intensify livelihood pressures, reduce
social capital, and ultimately increase the propensity toward delinquent behaviors. The research adopts a
descriptive—analytical method based on document review and theoretical analysis. Within this framework, the
trends of liquidity creation in Iran’s economy and their inflationary consequences are first examined; subsequently,
drawing on approaches from economic sociology and theories of social pathology, the relationship between
economic variables and indicators of delinquency is explicated. The findings indicate that an increase in liquidity
without productive backing, through generating chronic inflation, reducing purchasing power, and exacerbating
economic inequalities, creates conditions that weaken informal social controls and heighten structural pressure on
vulnerable groups. These conditions, indirectly, increase the likelihood of both minor and major forms of
delinquency. Furthermore, the inefficiency of monetary policies and weak banking supervision intensify this process
and contribute to the reproduction of the cycle of social harm. Ultimately, the article concludes that reforming
monetary policies, controlling unproductive liquidity creation, and strengthening transparency within the banking
system are not only economic imperatives but also critical strategies for preventing social harm and enhancing
social security.
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EXTENDED SUMMARY
This study examines the relationship between liquidity creation, chronic inflation, and delinquency
in Iran through the proposed framework of cognitive social pathology. In recent decades, chronic
inflation has become a structural feature of Iran’s political economy rather than a temporary
macroeconomic imbalance. While conventional macroeconomic explanations often attribute
inflation to monetary expansion, budget deficits, and supply shocks, more recent approaches in
political economy and behavioral macroeconomics suggest that inflation must also be understood
through institutional structures, expectations, policy credibility, and decision-making frameworks
(Coibion et al., 2022; Galbraith, 2023; Stockhammer, 2022). In the Iranian context, sustained liquidity
growth, fiscal dominance, weak monetary discipline, and the dependence of monetary policy on fiscal
pressures have generated a recurrent cycle in which liquidity creation is reproduced without
adequate productive backing (International Monetary Fund, 2023; World Bank, 2024). This condition
has transformed inflation into a chronic and normalized environment that shapes economic
behavior, household expectations, social relations, and institutional trust. Accordingly, the central
problem of the study is not only how monetary and banking policies generate inflation, but also how
this inflationary environment moves through social and cognitive mechanisms and eventually
contributes to the expansion of delinquent behaviors.
The theoretical foundation of the study is based on the integration of three domains: the political
economy of inflation, the sociology of social harm, and cognitive approaches to public policy. From
the perspective of political economy, inflation is not merely a price-level phenomenon; rather, it
functions as a redistributive mechanism that affects social groups asymmetrically. Chronic inflation
reduces real wages, erodes purchasing power, intensifies uncertainty, and transfers relative
advantage to those who possess real or financial assets, while fixed-income and low-income groups
experience more severe economic pressure (Coibion et al., 2022; Kian Poor et al., 2024; Organisation
for Economic Co-operation and Development, 2023). Empirical studies on Iran indicate that inflation
is associated with inequality, the misery index, declining purchasing power, and everyday
transformations in consumption, saving, and household security (Ahmadi & Rezaei, 2023; Baharluoei
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etal., 2024). At the social level, inflation weakens public trust, reduces social capital, and undermines
collective solidarity, particularly when economic institutions appear unable to control instability
(Rothstein, 2022; World Bank, 2023). Therefore, inflation becomes not only a macroeconomic
disorder but also a social and institutional disorder that affects perceptions of justice, opportunity,
legitimacy, and future security.

The study also draws on economic criminology and rational choice theory to explain the connection
between deteriorating economic conditions and delinquency. According to the economic approach
to crime, individuals may compare the expected costs and benefits of legal and illegal activities; when
the return from lawful opportunities declines and living costs rise, the incentive to engage in informal
or illegal behavior may increase (Becker, 2023). Recent criminological research shows that inflation,
unemployment, economic instability, and uncertainty can contribute to the growth of both economic
and social crimes by weakening legitimate opportunities and increasing structural pressure on
vulnerable groups (Andresen, 2022; Rosenfeld, 2023). In Iran, studies have similarly indicated that
inflation can be associated with the growth of certain forms of economic and minor crime (Hosseini
et al.,, 2023). However, the present study argues that the connection between inflation and
delinquency cannot be fully explained at the level of material pressure alone. Inflation also changes
how people interpret fairness, legality, survival, and moral responsibility. Under chronic inflation,
individuals may increasingly perceive unlawful or semi-lawful behaviors as rational responses to an
unjust economic environment. This cognitive reframing is central to the proposed concept of
cognitive social pathology.

Methodologically, this study adopts a qualitative, descriptive—analytical, and theory-building
approach based on conceptual reconstruction. Instead of relying on direct field data, the research
systematically reviews and synthesizes recent scientific literature on monetary policy, inflation,
inequality, social capital, behavioral economics, and economic criminology. The selected sources
include international and domestic studies published mainly between 2022 and 2025, with emphasis
on their relevance to inflation, monetary governance, inequality, social harm, and delinquency. The
analytical procedure follows a multi-stage reasoning process. First, the study reconstructs the
institutional and monetary mechanisms through which unproductive liquidity creation leads to
chronic inflation. Second, it explains the social consequences of inflation, particularly inequality,
relative deprivation, erosion of trust, and weakening of informal social controls. Third, it integrates
behavioral economics and public policy theory to identify the cognitive biases, short-termism, and
normalization processes that shape policy decisions and social interpretations (Alesina et al., 2022;
Thaler, 2023; World Bank, 2023). Finally, these elements are combined into a conceptual model titled
“from liquidity creation to delinquency,” in which monetary policy, institutional weakness, chronic
inflation, social erosion, cognitive normalization, and delinquent behavior are linked through a
sequential and mutually reinforcing chain.

The findings are organized across five interconnected levels. At the structural—institutional level, the
study finds that liquidity creation in Iran is rooted in fiscal dominance, weak central-bank
independence, and the inefficient allocation of banking resources. At the macroeconomic level,
unproductive liquidity creation generates chronic inflation, which functions as a mechanism for
transferring monetary-policy failures into everyday social life. At the social level, inflation
reproduces inequality, intensifies relative deprivation, weakens institutional trust, and reduces
social capital. At the cognitive—perceptual level, the study identifies three mechanisms:
normalization of instability, cognitive justification of delinquency, and reduced moral sensitivity
toward illegal behavior. These mechanisms explain how individuals reinterpret deviant actions as
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reasonable strategies in an unstable and unequal environment. At the behavioral level, the
accumulated effects of the previous levels appear in two broad forms of delinquency: subsistence-
based delinquency, such as petty theft and illegal informal activity, and opportunistic delinquency,
such as corruption, rent-seeking, fraud, and exploitation of weak oversight. These findings support
the argument that delinquency in an inflationary economy should not be treated merely as an
individual moral failure, but as the outcome of a broader chain of monetary, institutional, social, and
cognitive mechanisms (International Monetary Fund, 2024; Rosenfeld, 2023; World Bank, 2024).

In conclusion, the study proposes cognitive social pathology as a conceptual framework for
understanding how monetary and banking policies may indirectly contribute to social harm and
delinquency. The core contribution of the study lies in shifting the analysis from a narrow economic
view of inflation to a multidisciplinary model that connects monetary governance, chronic inflation,
inequality, social capital, perception, and behavior. The findings suggest that reforming monetary
and banking policies is not only an economic necessity but also a social-preventive strategy.
Controlling unproductive liquidity creation, reducing fiscal dominance, strengthening banking
transparency, restoring public trust, and improving policy credibility can help weaken the chain
through which inflationary pressure becomes social harm. The study concludes that delinquency
prevention in inflationary societies requires more than judicial and police interventions; it requires
structural reform in economic governance and attention to the cognitive and social consequences of
policy failure.
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