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ABSTRACT

Financial decentralization is a multi-dimensional process in which
some powers are transferred from the central government to the
governors, and the most important thing is, the return of all the
revenues of each province to the same province. One of the effects of
financial decentralization is economic growth. Economic growth is
measured through the difference in GDP. Economic growth in any
country shows the economic and productive performance of each
province, and the increase in the production of each province leads to
the economic growth of the entire country. This study was conducted
in order to investigate the relationship between economic growth and
financial decentralization in the provinces of Iran, in which three cities
and towns were selected as samples from each province. The technique
used in this research is panel data. In this method, the data have time
series and cross-sectional characteristics, consist of several dimensions
and cover several periods. The time period of the research is 2018 to
2021. The equations related to the independent and dependent
variables of this research are taken from the research model of Suyanto
(2009), Langudi (2006) and Khosini (2006). The results of the research
show that the increase in financial decentralization and the return of
revenues from each province to the same province and even grants
from the central government have a significant positive effect on
economic growth. In addition, the research model shows that financial
decentralization can improve public spending, reduce the population of
low-income people, and ultimately improve the human capital index of
provinces.
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Redundant Fixed Effects Tests
Equation: FIXED
Test cross-section fixed effects

Effects Test Statistic df. Prob.
Cross-section F 60.588769 (30,145)  0.0000
Cross-section Chi-square 468.958284 30 0.0000

Cross-section fixed effects test equation:
Dependent Variable: Y

Method: Panel Least Squares

Date: 06/17/23 Time: 21:15

Sample: 1395 1400

Periods included: 6

Cross-sections included: 31

Total panel (unbalanced) observations: 180

Variable Coefficient Std. Error  t-Statistic Prob.

X1 0.001785 0.000647 2760939 0.0064

x2 0007797  0.002793 2055931  0.0413

X3 0.000226 0.000160 1417462 0.1581

bl 0.005329 0.000318 16.76415 0.0000

c -8536.093 1594546 -0.535331 05931
R-squared 0.728183 Mean dependent var 170126.7
Adjusted R-squared 0.721970 S.D. dependentvar 2723437
S.E. of regression 1436029 Akaike info criterion 26.61488
Sum squared resid 361E+12 Schwarz criterion 26.70357
Log likelihood -2390.339 Hannan-Quinn criter. 26.65084
F-statistic 117.2038 Durbin-Watson stat 0524696
Prob(F-statistic) 0.
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Method: Panel Least Squares
Date: 06/24/23 Time: 19:13
Sample: 1395 1400
Periods included: 6
Cross-sections included: 31
Total panel (unbalanced) observations: 180

Variable Coefficient Std. Error 1-Statistic Prob.
X1 0.001986  0.000754 2634724  0.0092
X2 0.008120 0003885 2092519  0.0279
X3 0.000216  0.000163 1325118  0.1869
x4 0.005345  0.000328  16.31834  0.0000

c -1287785 1831207 -0.703244 04829
Effects Specification

Period fixed (dummy variables)

R-squared 0.730545 MWean dependent var 170126.7
Adjusted R-squared 0716280 S.D.dependentvar 2723437
S.E. of regression 145065.0 Akaike info criterion 26.66170
Sum squared resid 358E+12 Schwarz criterion 26.83909
Log likelihood -2389.553 Hannan-Quinn criter. 26.73363
F-statistic 5121142 Durbin-Watson stat 0.516036
Prob(F-statistic) 0.000000
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Jependent Vaniable: Y

dethod: Panel Least Squares

Jate: 06M7/23 Time: 20:50

Sample: 1395 1400

2eriods included: 6

Cross-sections included: 31

fotal panel (unbalanced) observations: 180

Variable Coefficient Std. Error 1-Statistic Prob.

X1 0001785  0.000647 2760939  0.0064
X2 0.007797  0.003793  2.055931 0.0413
X3 0.000226  0.000160 1417462 01581
X4 0.005329  0.000318 16.76415  0.0000
c -8536.093 1594546 -0.535331 0.5931

-squared 0.728183 Mean dependentvar 170126.7
Adjusted R-squared 0.721970 S.D. dependentvar 2723437
3.E. of regression 1436029 Akaike info criterion 26.61488
3um squared resid 361E+12 Schwarz criterion 26.70357
-og likelihood -2390.339 Hannan-Quinn criter. 26.65084
=-statistic 117.2038 Durbin-Watson stat 0.524696
3rob(F-statistic) 0.000000
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Correlated Random Effects - Hausman Test

Equation: FIXED
Test period random effects

Test Summary Chi-Sq. Statistic  Chi-Sq.df.  Prob.

Period random 1.392535 4 0.8455

"™ WARNING: estimated period random effects variance is zero.

Period random effects test comparisons:

Variable Fixed Random Var(Diff.) Prob.
X1 0001986  0.001785  0.000000 05931
X2 0008130  0.007797  0.000000  0.6064
X3 0.000216  0.000226  0.000000  0.6266
X4 0005345  0.005329  0.000000  0.8091

Period random effects test equation:
Dependent Variable: Y

Method: Panel Least Squares

Date: 06/24/23 Time: 19:34

Sample: 1395 1400

Periods included: 6

Cross-sections included: 31

Total panel (unbalanced) observations: 180

Variable Coefficient Std. Error 1-Statistic Frob.
c -12877.85 1831207 -0.703244 0.4829
x1 0001986  0.000754 2634734  0.0092
x2 0008120  0.003885 2092519  0.0379
x3 0.000216  0.0001563 1325118 0.1869
X4 0005345  0.000328 1631834  0.0000

Effects Specification

Period fixed (dummy variables)

R-squared 0730545 Mean dependent var 1701267
Adjusted R-squared 0.716280 S.D. dependentvar 2723437
S.E. olregression 145065.0 Akaike info criterion 2666170
Sum squared resid 3.58E+12 Schwarz criterion 26.83909
Log likelihood -2389.553 Hannan-Quinn criter. 26.73363
F-statistic 51.21142 Durbin-Watson stat 0.516036
Prob(F-statistic) 0.000000
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Dependent Variable: Y
Method: Panel EGLS (Period random effects)
Date: 06/24/23 Time: 19:27
Sample: 1395 1400
Periods included: 6
Cross-seclions included: 31
Total panel (unbalanced) observations: 180
Swamy and Arora estimator of component variances

Variable Coefficient Std. Error I-Statistic Prob
X1 0001785  0.000653 2733112  0.0069
x2 0007797  0.003831 2035210  0.0433
X3 0000226  0.000161 1403176  0.1623
x4 0005329  0.000321 16.58519  0.0000
Cc -8536.093 16107.81 -0.529935 0.5968

Effecls Specification

sD. Rho
Period random 0.000000  0.0000
Idiosyncratic random 145065.0 1.0000

Weighted Statistics

R-squared 0.728183 Mean dependentvar 170126.7
Adjusted R-squared 0.721970 S.D. dependentvar 2723437
S.E. of regression 143602.9 Sum squared resid 361E+12
F-statistic 117.2038 Durbin-Watson stat 0524696
Prob(F-statistic) 0.000000

Unweighted Statistics
R-squared 0.728183 Mean dependentvar 170126.7

Sum squared resid 361E+12 Durbin-Watson stat 0524696
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