[ Downloaded from ecor.modares.ac.ir on 2025-04-29 |

[ DOI: 10.22034/25.1.183 ]

. o
u%(*_/,'/aph (Il anw g 5 13 ) SoLaidl Slging s ode 4 4l

Y A-VAY luee NFF Sl ddal eyl Lv-‘ﬁ-:jwdl‘d/&:&j}; Jlas

P20 i3s3 3L ) bl )3 o o1l (w3
Ule ) pasie )iyl 9 Mgm—d,f)la S

1y hadie (>
Yl 9y
Y&,y il
F o2l ol 31§ e

VESYAYIYY th ol s VESY/V Y il

oS

oA oy ol ity o ol s iz ooy Ep s 33 sl 5l 3 o o
ol Cupde sy dgo a5 U o ot ( So (5,0l (S ) A5 o coliu] golaidl lS 4
1PF (loj 8,90 &Yl (gloools jloolacwl b yirgfy ol jo.0,0 [, cododids ,0 o oty i8] oty cg>

(sl Jta il Mo 25Ty il st o 11y TS e oo 3 ol Mo sl T oo b
5 Ol siahl b o Lo oS le Mo iy oits o o 5 o 5 2ol
ol b Mo 5Ty sl o 35T el S 1 gl 5 )50 S sl it Jos ke
Culow 00 oo HLET o S sl o Jold Jho 5 Sty a5 o (o 025 gt 5 Ol peito
Sl ool o iy e Jito 3L gl by ol bl el o
U el s ol 5 el Ll Mo sl Al S o YD Sl e sl
S0 gleaisl uloly WS 6, Sl Sdodid jo ol il Al Sl iazog Oilo olx] G b 45T WS
g o) Cod ol (6 ey i o i oIy oy re cay SIS (slopdio  tagh ool
A L ol Mo 1l 33 oo S i Sl 3 A S i

Felily Joe «Samlgw S e Jae (o w25, (b sl Jlo caslw 1guals” (5519

Olejyd et
C2, E6, H30, H6 :JEL gussainb

Oyl el e sl 85T olEtilo o) s alg ag yroe g oleadl 5aSzils wolaidl 09,5 (5 55> (sazeiily )
H.aghilifar@gmail.com
8o 33) 3l 5 e oMol S13T oLzl s Ay e pore g oladl 3uSiils wlaidl 04,5 Luzils ¥
Kh.piraei@gmail.com (Jginno
Ol 65l e oMol S13T o8l 3l s Ay o e g olazdl suSCils colazdl 09,5 JLotils ¥
Hashem.zare@gmail.com
Ol 5l oMol S13T o8l o3l s Ay o e g olazdl suSCiils colazdl 09,5 JLozils f
mhrzad@yahoo.com


mailto:H.aghilifar@gmail.com
mailto:Kh.piraei@gmail.com
mailto:Kh.piraei@gmail.com
mailto:Hashem.zare@gmail.com
mailto:mhrzad@yahoo.com.r
http://dx.doi.org/10.22034/25.1.183
https://ecor.modares.ac.ir/article-18-73507-fa.html

[ Downloaded from ecor.modares.ac.ir on 2025-04-29 |

[ DOI: 10.22034/25.1.183 ]

ol 315 00 9 £ 15 Wl oyt gy y8 lS Cpnns [ el il 3 Jb 5ylk oy IAF

doddo
oladl oauS Old o «pglie a0g) (6 5 g dlad oo Lyl Slaidl Conid )0 sogeo (il (g0 4z 04,
ol a5 oyl )l jo Cdgd a5 aas o 7, (Sloj a0 6 S (VT 0[S g ls2) aily o
v b,S o L) wles anze Golaasl,s 5l ias wylas Lasl 1o 095 slaan s UML; Sy S5
@yl slazdl 5 g bl BT g 0gi o go ass cuilil 4 mie (pgle axdgr (5 S (Y01
Slo sl 3501 5 Jlo blasl 6,18 5 L lacdgo a5 aislad oo dnogs Llooladl o pon o
AV N0 oS gige) auS (5 S olr (oo 0B 5l

Sl Jbe canlow sl oads (y ya5 calizee SIS0 4 lasl, o sl gz g0 Sluol jo
(2 Ol A G GlUS A Fazog Lol 515 baas b cdgs o] jo a5 sl ctwlow
So Sy Gloj Jsb p3 (A3 (AlBL adgi 4 (sagee (B0 S a5 w0 LaS (25T
Y YY 268, lgm g B, 6V < VY 6 gSiiming 65 4 Cb)j NV @l g guigdl) 040 |, Kon

il cdgs Slejmcpm az0e Codgaze oz ez jo a5l ol Jh90 0 Jb canlw
28 segec oo mhaw 5l i boplp Wl (S sleazsg olile (b 55,145 simepyla e3g
¥V 10 (55 590) il arily conlis ladeljo jo il bz e jo ialidl a8 el Sl e

S o5 yloea] 2wl 6ol Jo o ylon 4 e laubl Jbe conlws “59).'4 5
G50l GRS ot 5 0k slaglogt sl 25 S b 2l L Larass « Jle la i
Gl (YYY (60,Tgms 5 LylS1l, eV -1 5 YAV (S g LolaT) 05 oo olazdl jo Lo Jgs
Sladus Wlgi oo x5l Gl seges glaias 5 Wios sl 55 (soges ol & bl Jbo
AV YY 0 ablsle) ams 3 il cow s ) ST

SloysiS den ;5 (dgo ysbar ol g585 (Il 5 e rnbo el (50l (g0 azogy (g S
5 ol Ax0g (S IS o Sglie loyeiS ple 1, olnl assl Lol ool 0425 lax

1. Chuaetal. (2021)
2. Aldama & Creel (2019)
3. Mutuku (2015)

o sl s cul By dew Sleis azos (IS 5l 5 cal Ojle (cdgs azog Lol 5l F
cdgs ol o 5l (s ogu sliwla) cgd 7z, (9,5 oS 5l azog Lol 55 Ko Leay

20,5 o ol
5. Afonso & Jalles (2017)
6. Auerbach & Gorodnichenko (2017)
7. Rajakaruna & Suardi (2022)
8. Ko & Morita (2015)
9. Imrohoroglu et al. (2019)
10. Maebayashi (2023)


http://dx.doi.org/10.22034/25.1.183
https://ecor.modares.ac.ir/article-18-73507-fa.html

[ Downloaded from ecor.modares.ac.ir on 2025-04-29 |

[ DOI: 10.22034/25.1.183 ]

YAD VFoF Jla= Jgl 0,lond = 0283 9 Gt = (sl dravgi 9 ) (53Ul (lapuing s doliead

Simtly eyl 10 poloe dxdgs (6 mS pie Judo S Ll ALl 3929 0 lgen 4 conl (g izl
(SlR555355 5 SlomeS ATAY (i Blr 5 (o)) wilige cd Gig b 4 Sgo sl
JSie b 593 slaanja colsy jo cdes il als i slaaal,s a5 Sl Lels (1 TAF
Debion ALl 5 (58,5 ply 5l 3L g eud axlse

00 s o Lzl o Canslins am3 o i 0] 5555 550 4 00 plol (sla g
(#)15) Sl 00938 golaidl GlaS sl S|y ohga | SLEe g Sl 0095 Sl 5 ol
s gl olazil o Il o)l jlailetir 5,5 ayenlil OFe) ool Kan o 5 Lade 1 TA¥
ibior 65908 5 e O pise ) polhe S5 9 Vb (o

slodoe @b 5l Jbo ilal 2l @ i ol HeiS 350 p0 calplnl slaiagh
0 o ally 39 (b e GGl Lol saslislo ol il Lo jlaslinl (b (auSTy (o
(9o (PN & Sl 4209 (ol I35 piie ATy Gl raizmed g 409 (ol 5l g (seges
2 W cnl oS sl osgy cnl o cGB nl 55 loslas 18 4z g 359 1) oy Jsbo 5o
&S

sladas b 5l olal 5o I Sl @il b)) 51w le tagsy ol 5l s
O Sz 39S Lo (Jlo 02 i oo ool el b ojlaibinl (s s g (o (Jle ST
5 oo b it sladoe anslio 5 JyuS lopite Jold Joo 9 voloj)ys psite yiall b Joo
Er o) EP oleg g SIS (gs > Glad z )l wile 7S gl psie ST L)
THh 9 I3 LalBl adgs 4 cdss velys s (Jlb ooz S cmilzr (g5 S 058
Olnl e e ik o hed o

33 toeg Slasl joye ped idu p0 aibige 2 gt 4 sl )3 pol ragh LSl
2t Gle oyl idu 50 1ol j0 (Jbo )l (ogas o euds ISET Sladly pgu i
s oSl GEe )0 g Gheghy sladidl (eitid (o o dedl wlie g leosls (B yme ez o
g e )] (sl gladiogi 5 oyl s

o3y Ll Hg0 .Y
4 alal ;0 oS Sl oad plmil ok ) S 5 () lagiags (Jlo sl 4 o
205 o0 0 Lol b agsy cl (n et )

— B85S Jle oyt d (5 L5 ()10 e T893 Jue (cisty 50 (Y2 10) Lo yge g 65
950l Jlo w23 99 9929 3l aled g aisls S5 5,515 090 (uly H9iS 3550 50 1) Sizrdem
pizred bl oo Il (Jlo 5 51 G LU (Jlo 0235 0090 Jobo 45 aiidh ol 50 5lbl
Al oo Sgu i golal uly 5ok il Jbo sl (st cpl gl Lulul

1. Markov-switching
2. Time-Varying parameter
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1. Liu & Zhao (2023)
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2. Ahmad et al. (2021)
3. Hodrick-Prescott
4. Smoothing Parameter
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1. solvency condition
2. kinked fiscal reaction function
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1. Greiner & Fincke (2016)
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3. state

4. Kalman filter

5. Afonso & Alves (2023)
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1. Transition Probabilities

2. Ergodic Probabilities
3. Expected duration of regimes
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Aim and Introduction

A balanced government budget plays a decisive role in the stability of the
macroeconomics, and the continuous budget deficit puts the stability of the
economy at risk. A budget deficit transpires when the expansion in government
expenditures exceeds the growth in government revenue. On the other hand, one
of the reasons for the government debt enlargement is the continuous budget
deficit. Permanent budget deficit has harmful effects on the economy. Therefore,
economists recommend that the government should prevent excessive increase in
debt by maintaining a sustainable fiscal policy. Fiscal policy is sustainable when
the government reacts to the debt swelling by creating an adequate budget surplus.
On the contrary, unsustainable fiscal policy causes crises such as suboptimal
allocation of resources, failure in financial markets and high inflation rates. Iran's
economy has always been struggling with the permanent budget deficit and high
debt stocks. The major motive for this is the dependence of the Iranian
government's revenues on the sale of crude oil and its products, because with the
decrease in oil revenues, the government resorted to borrowing to compensate for
its budget deficit, resulting in debt accretion. Therefore, it is necessary to
understand the perspective of fiscal sustainability in Iran. The objective of this
research is to assess Iran's government fiscal sustainability and its influential
factors by employing annual data of Iran's economy from 1971 to 2022 and by
utilizing constant parameter fiscal reaction functions including linear and non-
linear models, time-varying parameter fiscal reaction function, Markov-switching
fiscal regime change model and fiscal reaction function including control
variables.

Methodology
The existing literature about fiscal sustainability in Iran, has mainly examined
fiscal sustainability in the framework of constant parameter linear fiscal reaction
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function. This research assesses different models of fiscal reaction function, such
as constant parameter linear and non-linear models, time-varying parameter
models and Markov-switching fiscal regime change models regarding Iran's fiscal
sustainability. It also evaluates the dominant variables affecting Iran's fiscal
sustainability.

Results and Discussion

In this research, firstly, the Iran's government fiscal sustainability is tested through
the constant parameter linear and non-linear fiscal reaction functions, and to
identify the variables affecting fiscal sustainability, the model including control
variables is utilized. Then the Markov-switching fiscal regime change model and
the time-varying parameter fiscal reaction function are estimated. Among the
constant parameter linear and non-linear models, only the linear model including
control variables has a significant debt-to-GDP ratio coefficient, which its sign is
negative. Hence, it indicates that the fiscal policy implemented in Iran is
unsustainable. The Markov-Switching fiscal regime change model shows the
existence of two fiscal regimes, one unsustainable fiscal rgime where the reaction
of the primary budget balance to public debt is significant and negative and one
sustainable fiscal regime where the reaction of the primary budget balance to
public debt is insignificant and positive. Also, the results show that the expected
duration of the unsustainable fiscal regime is longer than the expected duration of
the sustainable fiscal regime. The results of the time-varying parameter model
show that the trend of the smoothed changes of the time-varying parameter is
downward during the time, therefore, Iran's fiscal policy has proceeded in an
unsustainable direction.

Conclusion

The results of the model including the control variables and the time-varying
parameter model and the Markov-switching fiscal regime change model show that
Iran's fiscal policy is unsustainable. Also, on the basis of this research findings,
the variables of the output gap, the government revenue to GDP ratio and
exchange rate fluctuation have a positive impact, and the variables of the
government real cyclical expenditure and the old population ratio have a negative
impact on the fiscal sustainability in Iran. Based on the results of this research,
the government debt reduction has not been the priority of the governments in
Iran. This has caused unsustainable fiscal policy which in turn, made the Iranian
economy more and more vulnerable with regard to external shocks. While
developing revenue sources and reducing dependence on oil revenues, the
government should reduce its borrowing and therefore decrease the public debt
and take steps towards sustainable fiscal policy to help achieving economic
stability and sustainable growth in the long-term.

Keywords:  Fiscal Policy, Fiscal Sustainability, Fiscal Regime, Markov-
Switching Model, Time-Varying Parameter Model
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