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Abstract

In this research, the nature of Iran's fiscal policy has been evaluated in business cycles in the
period of 1991: Q2-2021:Q1 with seasonal frequency. For this purpose, the framework
proposed by Hristov (2013) has been used, in which some adjustments have been applied due
to the dependence of the Iran’s economy on oil revenues. The time series of disposable
income and consumption expenditure of private sector has been extracted from the household
budget data published by the Statistical Center of Iran. Also, the VECMX approach has been
used to calculate the shocks of government expenditures, tax and oil revenues. The results
showed that the government expenditures in periods of economic expansion and recession
have a positive and significant effect on the growth of private sector consumption
expenditure, in other words, fiscal policy in Iran is Keynesian in nature. However, the
intensity of the effects of government expenditure impulses on the growth of private sector
consumption expenditure is greater in the periods of expansion than in the periods of
recession. Also, the number of lags in the effect of government expenditure shocks on the
growth of private sector consumption expenditure is different in the period of expansion and
recession, and this amount is more in the period of recession. In addition, the evaluation of
other fiscal policy variables showed that the impulses of tax revenues on the growth of private
sector consumption expenditures were not significant in business cycles, and the impulses of
oil revenues are also positive and significant with four lags only in the period of expansion
boom. Then, it is better for the government to look for other means to stimulate the
consumption expenditure of the private sector as the most important component of the total
demand or other components of GDP in order to get out of the recession.
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