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Abstract

The budget deficit in Iran's economy has a long history, and one of the main reasons ofit, is the structure
and characteristics of government's current expenditures, formed over time. The present research has
studied these characteristics statistically and analytically. The research method was initially based on
the stylized facts and data analysis. Then econometric model (NARDL) was used to test the hypothesis
and finally the findings were analyzed. According to finds, the main characteristics in government's
current expenditures in Iran are; the high stickiness of expenses, its asymmetric response due to the
changes of revenues, and institutional independence from revenues in the budgeting process. So that
the stickiness and asymmetry of expenses against the change of oil income is more than other ones.
However, the mentioned characteristics are also significant against the change of public revenues. The
sticky expense, and not its fluctuation, has made it a dominant component in creating the budget deficit
and its sustainability. Also, these public expenditure characteristics with final negative impacts which
could be seen in high inflation, exchange rate fluctuations and failure of budget reforms efforts, have
been analyzed. Based on the results, although increasing revenues (taxes) policy, regarding all its side
effects can reduce the deficit, but it should be ensured that the low-elasticity of expenses will still be
maintained during applying income side policy in budgeting.
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