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Abstract

The objective of this paper is to investigate the impact of Government
Spending and Economic Growth using time series data on Iran from 1971 to
2006. We formulate a simple growth model, adapting Ram (1986) in which
Government expenditure is disaggregated into expenditure on investment
expenditure, Consumption spending and human capital expenditure.
Government investment expenditure have a positive and significant impact on
economic growth. Human capital expenditure appears to have a positive and
significant impact on economic growth in long run.

In this time, Government consumption expenditure have a negative and
significant impact on economic growth. Private investment has a positive and
significant impact on economic growth.

The results suggesting that Government spending associated with human
capital expenditure have a most of impact on economic growth. Total
Government spending has a positive and significant impact on economic
growth. whereas that Government investment expenditure, have a negative
and significant impact on private investment. Increase of civil expenditure has
a positive and significant impact on economic growth, while increase of
current expenditure has a negative and significant on economic growth.

This is true that government investment expenditure have a positive and
significant impact on economic growth, but we should consider this
investment is versus private investment that it has a positive and significant
Impact on economic growth.

It seems that Government should have the most investment on human
capital and should try in more improvement of private department, through
decreasing investment and preparing the better field and more stable for
private department through performing exact principle 44 of constitutional
law. Government should avoid being as consumer and decrease consumption
expenditure.

Key words: Government expenditure; Economic growth; Investment;
Consumption.
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