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Abstract:

Monetary and fiscal policies are considered of high
significance in the economic stabilization policies that
are utilized to manage the demand side, but economic
experts do not agree upon this policy and its results. This
is worthwhile to mention that the source issues in the
agreement or disagreement with this policy are the
differences of opinions about the effects of this policy
on the economy. This study attempts to investigate the
effects of monetary and fiscal policies on the labor
market fluctuations via the adjustment to the new
Keynesian dynamic stochastic general equilibrium
model in Iranian economy. After estimating the model
using Bayesian approach, the model was simulated. The
results of variance decomposition show that government
employment was the largest role in explaining the
fluctuations in unemployment and monetary shocks play
the most important role in private sector employment.
Impulser response functions also show that monetary
shock, government employment shock and oil revenues
shock reduce the total unemployment
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