Journal of Iranian Economic Development Analyses
Alzahra University
Vol. 8, No. 22, Autumn & Winter 2022

pp. 209-230

Research Paper
Fiscal Reaction Function of Government into Qil Price Shocks!
Mir Hossein Mousavi?, Maryam Garshasbi3

Received: 2022/12/03 Accepted: 2023/01/17

Abstract

According to the state of the economy and single product much government
spending is financed by oil revenues. Because oil prices are affected by both exogenous
developments and economic authorities outside of oil revenues, there is also a great
deal of volatility. These fluctuations can have a variety of consequences. In a dynamic
general equilibrium framework, this paper attempts to drive a fiscal policy reaction
function (in terms of government expenditure). This study analyzes data for the period
1969-2018 on an annual basis. In my research, | explore the fiscal implications of (a)
the anticipated change in oil price, (b) the growing volatility of oil price, and (c) the
observed positively skewed oil price. Positive long-run effects of favorable oil price
shocks are demonstrated. As well, the asymmetry of oil price shocks tends to reduce
government spending.
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