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Abstract

The Continuous economic growth is considered as one of the
most important indicators of economic stability in any coun-
try. The growth of government debt in the banking system in
Iran has raised concerns about its impact on economic growth.
Because of the importance of the issue, this research has ex-
amined the threshold effect of government debt ratio on eco-
nomic growth in Iran during the period of 1981-2016.The data
were extracted from the central bank’s economic database. To
meet the end of this paper, The Smooth Transition Regression
(STR) model has been used. The results show that the thresh-
old namely the ratio of government banking debt relative to
the GNP is 45.4%. The results also show that when the ratio is
lower than the threshold, Government debt to the banking sys-
tem has a significant positive effect on economic growth And
when the ratio is greater than the GNP threshold. Government
debt to the banking system has a significant negative impact

on economic growth.
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