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Abstract

The negative effects and consequences of money laundering in various economic and social fields have led countries
to seriously confront this phenomenon for stability and economic dynamism. This requires a recognition of the
extent of money laundering and its effects on the entire economy, including the formal and legal sector, and the
informal and illegal sector. Money laundering by increasing government spending to prevent and deal with it and
reduce tax revenues disrupts the effectiveness of fiscal policy. For this purpose, in this research, the framework of
dynamic stochastic general equilibrium models during the period 1383:1 to 2020:4 has been used to model the
money laundering sector of Iran in order to measure the amount of money laundering and its impact on the
effectiveness of fiscal policy on macroeconomic variables. According to the results, the average amount of money
laundering to the amount of money and GDP was 17.85% and 4.82%, respectively.

The effect of government expenditure shocks as much as one standard deviation (fiscal policy) on macro
variables in the presence of money laundering indicated that illegal production, total production, consumption and
money supply increased at the moment of shock, but legal production, price index, interest rate and labor force have
decreased. The negative effects and consequences of money laundering as well as the variables of legal production,
total production and interest rates have been shaped by the occurrence of the state expenditure shock, i.e., it takes
two periods to react to the maximum reaction to that shock. Also, according to the results, money laundering causes
the labor force to be transferred from the legal sector to the illegal sector as a result of applying the financial policies
of the workforce.
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