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Abstract: The municipal budget deficit leads to the pressure to provide resources from unsustainable methods.
Budget settlement reports of municipalities in Iran indicate that their budget deficits are mainly financed by
‘excess building density tolls’, ‘revenues from land use change’, ‘selling properties’, ‘parking removal tolls’, and
‘loans’, which are unsustainable sources in the sense that they destroy the living resources which belong to future
generations. The most important factors influencing these sources are: ‘land price’, ‘regional GDP per capita’,
‘the number of issued building permits, and ‘inflation’. In this study, we have used the FGLS method to evaluate
the effects of the variables mentioned above on the budget deficits of municipalities in Tehran, Tabriz, Ahwaz,
Shiraz, Qom, Mashhad, Karaj, and Rasht during 1390-1397. Our findings in both methods indicate that land price
and the number of issued building permits positively affect municipal budget deficits, while regional GDP per
capita and inflation negatively affect them. According to this result, the municipal budget deficit is counter-
cyclical. Thus, during recessions, policymakers are required to take some measures to prevent municipal budget
deficits from growing.
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Wooldridge test for autocorrelation in panel data

H.: no first-order autocorrelation

F (1,7) = 10.509

Prob > F =0.0142
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Modified Wald test for groupwise
heteroskedasticity in fixed effect regression model
H.: sigma(i)* 2 = sigma” 2 for all i
chi 2 (8) =203.91
Prob>chi 2 = 0.0000
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Variable Coefficient Standard Deviation Z Distribution Probability
pzs 0.839 0.076 10.94 0.000
pv 0.711 0.059 11.88 0.000
pt -0.362 0.019 -18.64 0.000
gdps -0.459 0.063 -7.25 0.000
c -6.038 0.415 -14.53 0.000
Wald&Chi?2 2073.64
R-Squared -
Prob>Chi2 0.000
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