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The Impacts of Government Size on Agricultural Sector Growth

Seyedhamed Sadatbarikani', Vali-o-Lahe Faryadras’, Arash Azari’

Abstract

Some economists, including followers of Classical and Neoclassical Economists have been advocated minimal
government presence in the economy. While Merchantilists, Socialists and Keynesians knew the government, reduces
trade imbalances. Despite of disagreements, it seems that the government intervention is so essential. The main
argument in this regard is about the amount present in the form of government size on economic returns. In the sense
of importance of agriculture in the Iranian economy and the role of public sector on the one hand, and the intervention
of government in agricultural sector, determining the government size is in this part of the necessary. This study
examines the impact of government size in the agricultural sector growth in Iran. The study uses the calculation of
current and development expenditure to GDP in the total economy and the agricultural sector during the interval
1989-2007, and model estimates Ram (1995) and Vedder and Gallaway (1998) for the total economy and the
agricultural sector for the period 1960-2007, assesses the impacts of government size on agricultural sector. The ratio
of total expenditure and government current expenditure to GDP is used as the variable size of government. The
results showed that the actual size of government is more than the optimal size and therefore, economic growth would
be reduced. While the actual size of the agricultural sector is still less than optimal. The actual size of government
through its optimal value, give the necessary measures be taken for downsizing government. Also, given the negative
impact of current government spending on economic growth, recommended reducing the size of government by
reducing government spending is necessary now. Since investment spending in the economy as a whole, has a
positive effect on economic growth only if the size of government is at its optimal; Therefore be allowed to modify
the size of government in the economy.
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