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fluctuations and their continuation in different areas of the economy can cause crises and
systemic problems in these countries. In this regard, the current research aims to
investigate the uncertain effects of the government spending policy on the real sector of
the economy (production and employment) in recession and boom regimes. For this
purpose, the effect of the studied variables on production and employment has been
estimated in the period from 1365 to 1399 with the help of the rotation model and Markov
switching regime change. The findings of this research show that the uncertainty of
current and construction expenditures, oil and monetary shocks, currency fluctuations,
financial crisis, and sanctions in recession conditions cause a decrease in GDP and
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Additionally, the amount of transfer during the recession is equal to 61% in the production
model and 50% in the employment model. Therefore, the rate of permanence during Iran's
recession has a high probability. These factors increase the risk of investing in Iran and
lead to a decrease in production and employment
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1. Introduction

Oil-rich developing countries like Iran
have a high degree of uncertainty in
macroeconomic variables. Growth,
inflation, oil, liquidity, exchange rate and
other macroeconomic variables of these
countries are fluctuating more than
industrialized countries and the effects of
these fluctuations and their continuation
in different areas of the economy can
cause more crises and systemic problems
in this country. become countries
Fluctuations in these indicators affect
production by creating risk and
uncertainty, affecting investment and
investors' decisions. Considering the
importance of the effect of economic
policies and the uncertainty of the
government's spending policy on the real
variables of the economy such as
production and employment; Clarifying
the relationship between the uncertainty
of the government's spending policy and
economic activities can open the way for
the country's macro-planning.

2. Method

This article follows the studies of Li and
Zhang (2021), Wang et al. (2020) and Kim
(2019) to investigate the impact of
government spending policy uncertainty
on the real sector of the economy in
recession and boom regimes using the
Markov switching regime change model
has Paid.
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(JAR): current government
expenditures, (OMR): government
construction expenditures, (OILSH): Oil
price shock, (MSH): Liquidity shock, (EX):
Exchange rate fluctuations, (Fic): financial
crisis, (San): the effect of sanctions, (GDP):
gross domestic product at base price and
(EMP): employment.

3. Findings

The estimation results of the Markov
model show the significance of most of the
coefficients at the 95% confidence level.
the width coefficient from the origin for
the first model (production) in the first
regime is -0.52 and in the second regime is
0.06 and for the second model
(employment) in the first regime 0.46 and
in the second regime it is -0.40. Also, the
variance of disturbance components
related to the first regime (recession) for
the first model is equal to 0.45 and in the
second regime (prosperity) it is 0.07 and in
the second model (employment); In the
first regime (prosperity) it is 0.008 and in
the second regime (recession) it is 0.56. In
fact, these numbers show that the first
regime (recession period) in the
production model and the second regime
(recession period) in the employment
model have more fluctuations in the
current research than the second regime
(prosperity period) in the production
model and the first regime (boom period)
is in the employment model. The
estimation results of the model show that;
Uncertainty of current and construction
expenditures, oil, currency and currency
shocks, financial crisis and embargo
during recession and prosperity lead to a
decrease in production and employment,
so that for a one percent increase in them
during a recession, respectively, it causes
an increase of 18%, 19%, 15%, 1%, 7%, 16%
and 7% of GDP and a decrease of 12%, 11%,
17%, 3%, 4%, 1% and 2%. He will be
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employed. Uncertain conditions for Iran's
economy have caused the effects of study
variables during economic recession and
sustainability during prosperity to not
have effective results.

4. Results

1. According to the results, expenditure
and construction fluctuations, oil and
money shocks, currency fluctuations,
financial crisis and embargo during
recessions and booms lead to a decrease in
production and employment. The effect of
oil revenues in the recession period is
more than the boom period. In these
periods, the economy has great potential
and production capacity, and if the desired
policy is applied in this period, this policy
becomes the basis for the economy to exit
the recession.

2. Considering that Iran has a high
degree of uncertainty in macroeconomic
variables; These conditions strongly affect
the behavior of investors.

3. the financial crisis of the world and
Iran, as well as sanctions, have a negative
effect on production and employment
during periods of recession and
prosperity. Due to the limited financial
markets in the country due to the effects
of the embargo, financing of investment is
done only through domestic savings,
which also increases the cost of financing
projects due to the inflationary conditions
in the country and the increase in the real
interest rate.

4. The simultaneous increase in the
government's current and construction
expenditures, although it has generally led
to an increase in the inflation rate and
liquidity, but this increase in current and
construction expenditures has not been
transferred to the increase in employment
and production.
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