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Abstract

Financial integration through increasing the level of investment in countries can have many positive
effects on macroeconomic variables such as employment, economic growth, increasing the volume of
international trade and ultimately the productivity of countries. This study examines whether fiscal
integration in Iran can affect overall productivity growth and whether integration policies and
subsequent fiscal integration can be among the policies that are needed. Should these countries adopt
for their economic integration process? This study investigates the role and effects of financial
integration on the productivity of total factors of production through the vector Autoregressive
Distributed Lag during the period 1379-1398 for the Iranian economy. The results of estimating the
model in the short and long term indicate a positive and significant relationship between financial
integration and productivity during the selected time period. Also, variables such as trade openness and
domestic investment have a positive relationship with productivity, but the inflation rate has had a
negative impact on overall productivity.

Keywords: Iran, Total Factor Productivity, Vector Autoregressive Distributed Lag, Financial
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