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Evaluation of fuzzy regression modeling for prediction of iran’s
inflation using data envelopment analysis
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ABSTRACT

There are many researches in the literature which aimed to address the problem of inflation prediction. This
paper attempts to deal with such limitations using fuzzy regression model. Generdly, there are three distinctive
approaches in construction of a fuzzy regression model: The first approach of fuzzy regression is based on
minimizing fuzziness as an optimal criterion. The second approach uses least squares of errors as a fitting criterion.
The third approach can be described as an interval regression analysis. The first step in construction of a fuzzy
regression model is determination of independent variables. Considering the proposed fuzzy regression model,
increase ratio of liquidity, gross domestic production (GDP), dollar price in Iran’s market, and inflation of previous
period are considered as independent variables. The fuzzy regression models are then constructed using different
existing approaches. The obtained coefficients of all three approaches are fuzzy values. As a result, the predicted
values of inflation will be fuzzy values correspondingly. The fuzzy values of inflation are then converted to crisp
ones using center of area method. Eventually, data envelopment analysis (DEA) determines the best approach for
the purpose of inflation prediction eval uating the relative efficiency of each approach.
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