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1. Augmented Dickey- Fuller (ADF)
2. Philips- Perron (PP)
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1. Johanson Cointegration Test
2. Trace Test
3. Maximum Eigen Value Test
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Abstract

Increased spending has been one of the main concerns of the financial
policies for various countries in the last two decades. Specifically, in
those countries where the debt is at relatively high levels, examining the
financial sustainability becomes more crucial; since high levels of debt
limit the government's choices in issuing debt, imposing taxes, and
printing money to correct the deficit. Therefore, one of the criteria for
evaluating financial policies is the sustainability of financial policy. This
study attempts to estimate the coefficient of influence of the variables
affecting the financial balance of the Iranian government in stable and
unstable financial regimes for the period 1971-2019. To this end, the
financial balance was considered as a dependent variable in the regimes,
and the estimated coefficient of the first interval of the debt-to-GDP ratio
variable was chosen as the determining factor. Five states of the research
model were estimated by considering different explanatory variables and
the best fit was selected. The results showed that both stable and unstable
regimes have a high probability of permanence, and the absolute value of
the first lag coefficient of the debt-to-GDP ratio variable is significantly
higher in the instable regime than in the stable regime. Thus, the greater
reduction effect of the ratio of debt to GDP of the previous period on the
financial balance of the government in the unstable regime compared to
its increasing effect in the stable regime; also, during the period of time,
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the stable financial regime can be the dominant financial regime and it
can be said that the NPG condition (No Ponzi game condition) is valid in
this era.
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Abstract

Increased spending has been one of the main concerns of the financial
policies for various countries in the last two decades. Specifically, in
those countries where the debt is at relatively high levels, examining the
financial sustainability becomes more crucial; since high levels of debt
limit the government's choices in issuing debt, imposing taxes, and
printing money to correct the deficit. Therefore, one of the criteria for
evaluating financial policies is the sustainability of financial policy. This
study attempts to estimate the coefficient of influence of the variables
affecting the financial balance of the Iranian government in stable and
unstable financial regimes for the period 1971-2019. To this end, the
financial balance was considered as a dependent variable in the regimes,
and the estimated coefficient of the first interval of the debt-to-GDP ratio
variable was chosen as the determining factor. Five states of the research
model were estimated by considering different explanatory variables and
the best fit was selected. The results showed that both stable and unstable
regimes have a high probability of permanence, and the absolute value of
the first lag coefficient of the debt-to-GDP ratio variable is significantly
higher in the instable regime than in the stable regime. Thus, the greater
reduction effect of the ratio of debt to GDP of the previous period on the
financial balance of the government in the unstable regime compared to
its increasing effect in the stable regime; also, during the period of time,
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the stable financial regime can be the dominant financial regime and it
can be said that the NPG condition (No Ponzi game condition) is valid in
this era.

Keywords: Financial sustainability, Government debt, Budget deficit,
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