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Fiscal Sustainability and the Twin Deficits Hypothesis:

A Theoretical Analytical Study
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Abstract :

The study aims to analyze the concept of financial
sustainability and the double deficit hypothesis. To achieve this
goal, their development in economic thought was presented, the
controversy surrounding them was highlighted, and the theories
that explain this were reviewed. It became clear from the
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presentation of previous studies that they focused on financial
sustainability or the double deficit hypothesis separately. In
contrast, this study is distinguished from previous studies by the
theoretical analysis of the coupling between these two concepts.
The study concluded by proposing a number of economic
policies for economic decision makers in light of this analysis.
The study recommends the importance of developing a modern
and comprehensive theoretical framework that reflects the link
between both financial sustainability and the double deficit
hypothesis in light of internal and external shocks.

Key Words: Fiscal Sustainability (FS), Twin Deficits Hypothesis
(TDH), Twin Divergence Phenomenon, Reverse Causation,
Current Account Targeting Approach, Budget Deficit Targeting,
Government Debt, Fiscal Deficit, External Deficit, Fiscal Policy
Rules.
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