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Some researchers and economists believe in the inflationary effects of globalization,
while others argue the opposite or consider the economic conditions of countries as
a crucial factor in how globalization impacts inflation. This study employs a time-
varying nonparametric panel data model and considering the de facto and de jure
effects of the KOF index. The main objective is to examine the various effects of
globalization on inflation in high-income countries (28 countries) and middle-income
countries (36 countries) using a time-varying approach. The model estimation results
indicate that economic globalization, in terms of trade policies and regulations (de
jure), has not significantly influenced the consumer price index (CPI) in high-income
countries during most of the years under review. Additionally, economic globalization
from aspect de facto has generally led to a reduction in prices in these countries over
most years. In contrast, in middle-income countries, economic globalization in terms
of trade development contributed (de facto) to a decrease in prices during the 1980s
and 1990s, but this deflationary effect gradually diminished, almost disappearing by
2020. Furthermore, economic globalization in terms of trade policies and regulations
(de jure) has had both positive and negative impacts on the CPI in these countries in
different years.
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2. Local linear dummy variable approach
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