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Objective: This study aims to empirically examine the impact of fiscal
transparency, government size, and government spending efficiency shocks on
cyclical fluctuations in Iran’s
Autoregression (SVAR) approach.
Methodology: This applied and descriptive—correlational research uses annual
data from 1996 to 2024. The study employs the SVAR model within a structural
periodic analytical framework. The core variables include the output gap, oil
price shocks, government size, spending efficiency, regulatory quality,
corruption control, and fiscal transparency. Stationarity was tested via the ADF
test, long-run relationships through Johansen cointegration, and the model’s
stability verified using impulse response functions and variance decomposition
analysis.

Findings: The EGARCH estimation revealed that positive oil price shocks
increase global market volatility and uncertainty, while negative shocks have a
smaller dampening effect. Cointegration tests confirmed the existence of long-
term equilibrium among variables. SVAR results showed that oil price and
budget deficit shocks increase cyclical volatility by 19% and 16%, respectively.
Conversely, government spending efficiency reduces volatility by 9%,
regulatory quality by 6%, corruption control by 21%, and financial
transparency by 3%. The corruption control index exhibited the strongest
stabilizing effect on cyclical fluctuations.

Conclusion: The results indicate that Iran’s cyclical fluctuations are
significantly influenced by financial and institutional shocks. Enhancing fiscal
transparency, improving spending efficiency, and strengthening corruption
control can substantially mitigate macroeconomic volatility and foster long-
term economic stability. The SVAR-based structural analysis provides a
reliable framework for developing evidence-based economic policies.
Keywords: Fiscal transparency; Government size; Spending efficiency;
Cyclical volatility; SVAR model; Qil price shocks

economy using a Structural Vector
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EXTENDED ABSTRACT
Introduction

In recent years, financial transparency has emerged as a cornerstone of modern economic
governance, significantly influencing macroeconomic stability, policy efficiency, and public trust. As
economies worldwide have transitioned toward data-driven financial systems, open data accessibility and
algorithmic governance have become essential components of financial accountability (Yan, 2025). The
growing importance of digital government frameworks has reinforced the role of financial transparency
in enhancing the resilience of industrial chains and stabilizing financial cycles (Wang & Xiao, 2025).
Transparency, when embedded within the fiscal and accounting structures of a country, ensures not only
accountability but also improves policy predictability and economic adaptability in response to external
shocks (Shan et al., 2025).

In countries such as Iran, where dependence on oil revenues and structural inefficiencies have
historically fostered fiscal opacity, the pursuit of financial transparency has become both an economic
necessity and an institutional reform imperative (Aziz Zadeh, 2021). The linkage between government size,
spending efficiency, and cyclical volatility becomes particularly significant in emerging economies, where
fiscal mismanagement and weak institutional oversight amplify the effects of external shocks. Studies
have shown that greater fiscal transparency mitigates asymmetric information and strengthens confidence
in government policies (Davoodi Farkoush & Rasouli, 2024). Moreover, algorithmic governance models in
public finance—such as those proposed by Darzi Ramandi (Darzi Ramandi, 2024)—have shown that
integrating data-driven decision-making processes enhances fiscal accountability and prevents corruption
in public resource allocation.

Globally, evidence from digital economies supports the hypothesis that data openness and
transparency reduce market uncertainty and foster sustainable growth. For example, Yan (Yan, 2025)
demonstrated that data openness significantly enhances the resilience of urban economic networks by
facilitating better information flow and efficient market adaptation. Similarly, Wang and Xiao (Wang &
Xiao, 2025) found that the marketization of data elements improves firms’ governance performance,
particularly regarding green and sustainable development, by linking data transparency to corporate
accountability. Complementary research by Shan, Zhang, and Wang (Shan et al., 2025) indicated that the
accessibility of government data positively affects firms’ dividend decisions, reducing information
asymmetry and stabilizing stock markets.

In the corporate sphere, data openness has been proven to reduce stock price crash risks and
improve investors’ trust (Ma et al., 2024). Similarly, Dong and Wang (Dong & Wang, 2024) revealed that
open access to financial data stimulates corporate green innovation and enhances economic efficiency by
lowering informational barriers. Liang, Wei, and Duan (Liang et al., 2025) extended this argument, finding
that digital financial development contributes to commercial bank stability through improved transparency
and enhanced monitoring of credit risk. Collectively, these studies underscore that financial
transparency—whether institutional or digital—is a determinant of financial system resilience.

From a governance standpoint, the GovTech Maturity Index by Dener et al. (Dener et al., 2021)
identified transparency and digital transformation as essential enablers of public sector efficiency.
Countries that integrated open government data systems into fiscal management frameworks achieved



higher levels of accountability and policy coherence. In the Iranian context, research by Shafiei and
Moradi (Shafiei & Moradi, 2022) demonstrated that implementing transparent financial reporting
mechanisms can curb corruption and improve administrative health, whereas Aziz Zadeh (Aziz Zadeh,
2021) emphasized operational budgeting as a viable means to institutionalize fiscal accountability.

Empirical studies have also examined how weak financial reporting standards and bureaucratic
resistance hinder transparency implementation. Maleki and Eskandari (Maleki & Eskandari, 2023) found
that outdated government accounting standards in Iran negatively affect efficiency and accountability,
exacerbating financial instability. In contrast, Mikhaylov, Dinger, and Yuksel (Mikhaylov et al., 2023)
proposed that fintech-based open innovation systems in emerging economies can help governments
overcome these structural inefficiencies. Furthermore, Rachmad et al. (Rachmad et al., 2024) argued that
robust financial information and control systems significantly improve the quality of financial reports,
reinforcing the positive link between technological integration and fiscal transparency.

The literature thus supports a multidimensional framework in which financial transparency
interacts with government size, spending efficiency, and institutional quality to shape macroeconomic
fluctuations. Prior research has shown that transparency reduces fiscal risk by improving expenditure
monitoring and facilitating evidence-based policy responses (Ansari et al., 2022). Conversely, fiscal opacity
tends to magnify the cyclical effects of exogenous shocks such as oil price volatility, particularly in
economies reliant on natural resources (Titani, 2025). The present study builds on these insights by
empirically examining the effects of financial transparency, government size, and spending efficiency on
cyclical volatility in Iran using a Structural Vector Autoregression (SVAR) approach.

Methods and Materials

This study employed an applied and descriptive—correlational design using secondary annual data
for the period 1996-2024. The Structural Vector Autoregression (SVAR) model was used to assess the
dynamic relationships among key macroeconomic variables and to identify causal effects of structural
shocks on cyclical fluctuations.

The main variables included the output gap, oil price shocks, fiscal transparency index,
government size, spending efficiency, regulatory quality, and corruption control. The Blanchard—Quah
structural identification approach was applied to distinguish between temporary and permanent shocks
within the system. Unit root tests were conducted to ensure the stationarity of the data series, and Johansen
cointegration tests verified the existence of long-term relationships among variables. Impulse response
functions (IRFs) and forecast error variance decompositions (FEVDs) were employed to assess the
magnitude and persistence of each structural shock on cyclical volatility.

Findings

The results revealed that positive oil price shocks significantly increase cyclical volatility, while
negative oil shocks exert a smaller stabilizing effect. The EGARCH estimation indicated that positive oil
shocks amplified market uncertainty and led to prolonged volatility persistence. The SVAR results
confirmed that both oil price and budget deficit shocks contributed substantially to cyclical fluctuations
in the Iranian economy, with estimated increases of 19% and 16%, respectively.

Conversely, factors associated with institutional improvement and fiscal discipline played a
stabilizing role. Enhanced spending efficiency reduced cyclical volatility by approximately 9%, while
improvements in regulatory quality and financial transparency led to 6% and 3% reductions, respectively.
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Notably, the most significant stabilizing influence was observed in the corruption control variable, which
lowered volatility by nearly 21%.

Variance decomposition analysis showed that oil price shocks accounted for the largest proportion
of cyclical fluctuations, followed by fiscal imbalance and institutional variables. Moreover, long-term
equilibrium relationships were observed between fiscal transparency and both spending efficiency and
economic stability, suggesting that transparent financial practices enhance the resilience of the economy
against exogenous shocks.

Overall, the findings confirmed the asymmetric nature of cyclical fluctuations, where adverse
fiscal conditions magnify volatility, whereas improvements in transparency, accountability, and efficiency
mitigate it.

Discussion and Conclusion

The findings of this study offer critical insights into the interplay between financial transparency,
fiscal management, and macroeconomic stability in an emerging economy. The evidence suggests that
fiscal opacity and inefficient government spending amplify cyclical fluctuations, while institutional
reforms centered on transparency, accountability, and corruption control significantly dampen them.

This pattern reinforces the argument that transparency is not a mere administrative virtue but a
macroeconomic stabilizer. When financial information is openly accessible, governments can make more
informed budgetary decisions, markets can respond more predictably, and citizens can hold institutions
accountable. In contrast, opaque fiscal systems create informational asymmetries, undermine investor
confidence, and weaken the state’s ability to manage shocks such as oil price volatility. The study’s finding
that oil and deficit shocks induce the strongest volatility further underscores the vulnerability of resource-
dependent economies to fiscal mismanagement and institutional weakness.

The empirical results align with global research trends emphasizing digital transformation and
algorithmic governance as mechanisms to promote transparency and policy effectiveness. In practical
terms, the evidence supports the integration of open government data platforms and digital financial
systems to enhance public expenditure efficiency and fiscal discipline. Moreover, corruption control
emerged as the most influential determinant of stability, suggesting that combating misuse of public funds
yields direct macroeconomic benefits.

From a policy perspective, enhancing transparency within fiscal institutions can serve as a
preventive mechanism against future crises. By institutionalizing transparent budget reporting, enforcing
digital audit systems, and strengthening regulatory oversight, governments can mitigate cyclical volatility
and restore long-term stability. Importantly, transparency-based governance not only contributes to
economic stability but also fosters citizen engagement, institutional trust, and equitable development.

Ultimately, the study concludes that achieving macroeconomic stability in Iran requires a
systematic shift toward a transparent, data-driven fiscal governance model. Strengthening public financial
management systems, promoting open data initiatives, and embedding algorithmic accountability in
budget processes are essential steps toward that goal. Fiscal transparency, when combined with spending
efficiency and effective governance, serves as a powerful stabilizing force capable of transforming cyclical
vulnerability into sustainable economic resilience.
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Standard errors in parentheses

*** p<0.01, ** p<0.05, * p<0.1
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Model: Ae = Bu where E[uu'l-I

Restriction Type: short-run text form

@e\ = c())x=@u\

@eyY = c(Y)x@e\ + c(¥)x@uy

@eY = c(H)=@e)\ + c(®)=@eY + c(F)=@uY

@e¥ = c(V)x@e)\ + c(M)x@eY + c()x@eY+c() + )x@u¥

@eon = cOVV)=@e) + cO\Y)=@eY + cOY)x@eY+c() Hx@ef+c(\ d)=@ud

@ef = c(\#)=@e)\ + c(\V)=@eY + c(\AM)=@eY+c(\ V)=@ef+ (Y - )=@ed+C(Y) )x@us

@eY = c(YV)z@e\ + C(YY)z@eY + c(YH)z=@eY+C(YO)=@ef+ c(Y&)x@ed+ C(YV)x@es+c(YA)=@uy

@eA = c(YQ)z@e\ + C(¥ - )z@eY + C(¥))z@eY+C(YY)x@ef+ c(Y¥)=@ed+ c(VFx@esr+ C(Yd)x=@eY+C(¥5)=@uA

where
@e\ represents OILSH residuals

@ev represents DEBT residuals
@ey represents GS residuals

@e¥ represents GE residuals

@eob represents RO residuals

@es represents CC residuals

@eY represents TRAN residuals
@eA represents GDPGAP residuals
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