[ Downloaded from ndeal0.khu.ac.ir on 2025-10-08 ]

Journal of Economic Modeling Research

Print ISSN: 2228 - 6454
Online ISSN: 2538 - 4163

Homepage: https://jemr.khu.ac.ir/

Predicting the Effects of Fiscal Policies on Greenhouse
Emissions (CO2) in Iran: Bayesian Vector Auto Regression

Ebrahim Ghaed*

(BVAR) Approach

| Mohammad Taher Ahmadi Shadmehri?"2" | Mahdi

Khodaparast Mashhadi®*'*' | Narges Salehnia*

1. Ph.D. Student Department of Economics, Faculty of Economics and Administrative Sciences, Ferdowsi

University of Mashhad, Mashhad, Iran. E-mail: Ebrahimghaed@mail.um.ac.ir (0000-0003-2113-8378)

2. Corresponding Author, Professor, Department of Economics, Faculty of Economics and Administrative

Sciences, Ferdowsi University of Mashhad, Mashhad, Iran.
E-mail: shadmhri@um.ac.ir (0000-0003-2860-2866)

3. Associate Professor, Department of Economics, Faculty of Economics and Administrative Sciences,

Ferdowsi University of Mashhad, Mashhad, Iran.
E-mail: m_khodaparast@um.ac.ir (0000-0003-2670-8720)

4. Associate Professor, Department of Economics, Faculty of Economics and Administrative Sciences,

Ferdowsi University of Mashhad, Mashhad, Iran. E-mail: n.salehnia@um.ac.ir (0000-0002-7505-5335)

Article Info

ABSTRACT

Avrticle type:
Research Article

Article history:
Received: 21 Dec 2025
Received in revised form:
14 Sep. 2025

Accepted:26 Aug. 2025

Keywords:

Fiscal Policies,

Greenhouse Emissions(C0O2),
Bayesian Model Averaging,
Bayesian model.

JEL:
E62, Q53, C22

The main purpose of this study is to predicting the effects of fiscal policies
on greenhouse emissions in Iran from 1991 to 2021. To achieve this,
bayesian model averaging (BMA) and Bayesian vector auto regression
(BVAR) approaches were employed. The results indicate that out of 14
fiscal policy variables, the top five models with the highest posterior
probabilities were identified using the aforementioned methods. The most
effective models included variables such as financial asset acquisitions,
oil revenues, corporate taxes, wealth taxes, current expenditures, and
other revenues. Subsequently, the impact of these variables on CO2
emissions was analyzed over 10 periods using the BVAR method. The
impulse response function results revealed that shocks to the financial
asset acquisitions, oil revenues, wealth taxes, current expenditures, and
other revenues had positive effects on CO2 emissions, with the most
significant impact stemming from shocks to financial asset acquisitions.
Conversely, only shocks to the corporate taxes demonstrated a negative
effect. Additionally, the variance decomposition of CO2 emission
forecast errors indicated that the oil revenues and wealth taxes played the
most significant roles in explaining forecast errors, with their
contributions increasing during intermediate periods.
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