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Abstract

Improving the quality of institutions with development of the country's
economic infrastructure can reduce the degree of fiscal policy cycles in
developing countries. Therefore, the purpose of this study is to analyze the
effects of good governance and political cycles on the liquidity and budget
deficit changes during 1978-2018. The research method is descriptive analytical
by using econometric method of the GMM. Data are from the Central Bank of
Iran and World Bank site for Iranian Economy. The research results show the
effect of good governance on the variables of liquidity and budget deficit
changes are negative and significant. Also the interactive effects of good
governance and the election dummy variables on the liquidity and budget deficit
changes are negative and significant. These results indicate that good
governance during the elections can control the budget deficit and liquidity
changes, hence to control the business-political cycles, suggest to improve the
good governance in lran.
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