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Estimation of Non-Linearity Effect of Rent-Seeking
Opportunities on Economic Growth in Iran:
Using Markov-Switching Model

*
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Abstract:

The relation between rent-seeking opportunities and
economic growth has been considered by many
economists in past decades. They believe that rent-
seeking opportunities are reducing economic growth
with wasting and non-allocation of resource to
productive activities and reducing motivation of
entrepreneurship. The purpose of this study is
investigating the nonlinear effects of rent-seeking
opportunities on economic growth in Iran. For this
purpose, the trend of rent-seeking opportunities have
been simulated by three input variables that include gap
of official exchange rate, the ratio of building added
value to GDP and the size of government using fuzzy
logic in first step. Then, in the second step, nonlinearity
relation is evaluated between rent-seeking (fuzzy
output) and economic growth using Markov-Switching
model. Experimental results showed that, rent-seeking
opportunities have negative significant impact on
economic growth in three regimes of the model. So that
in the first regime that indicates economic boom (since
the average of oil income is high) opportunities of rent-
seeking by a cofficient of -36/44 has most negative
impact and in the third regime that indicates recession
(since the average of oil income is low) by a cofficient
of -1/61 has lowest negative impact on economic
growth.

Keywords: Rent-Seeking, Economic Growth, Fuzzy
Logic, Markov-Switching Model.
JEL: D72, O15, C32.
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1. Krueger (1974)
2. Tullock (1967)
3. Gunning (2000)
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1. Gelb (1988)

2. Auty (2001)

3. Leite & Weidman (1999)
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1. Norm
2. Rama (1993)
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1. Kreuger (1974)
2. Entrepreneurs
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5. Linguistic Variable
6. Concept

7. Map

8. Linguistic Rules

9. Giles (1998)

10. Hamilton (1989)

Gl $lp paia e Ol el 1ol Bl e o)l S
s obsby b e ke 5ol so Lo S kS s Oy
’l_E.zéz Slaesgdoe g Laje as Col 5l 5 55 ‘\L;L.'.A
o3 gdme )3 b ol ¢ 5b 50 G 5 30l s Sl
S b aan Oz (530050 oS el b oS e 550 O
Lonh 5 SO L jao ol b s con,0 ol o SU 2 b
L losls5 o pske cnl 5o ay dle 015 oo 1y (0l e
L doea (a8l glaedody e ob b sl e s
(SO

Led Lol Lgs 3l slaodidy Codls a5 L Ll
lasdoly s (6 xS losluil U asl e A
23 K (=33 1) 5 () WL ol gan 2Bl
3 polis alad (glaes some GO (530 slaas yores
il bl S g b s o b 5 g i
O 3L slaas sema 53 jolie Ul o pd 0 by a0 &S
AP DYAL (b s 3D el e s Ldo

V470 Jlws 53 DL et 6l (556 48 s0mme Lo
el ol e S oSl sl Tesl [ pud s ey
2L 52405 5,508 Oluabl a5 plel Ll o 5o 4 o
Ol 2L, OLJ a1 53U Dlole 5 ealin 51 (6 ok Sl
Ll b S sl 5 S (SNl (sl 1y wes 5 S
RV 800 wsl3) 350 wal 3 Olabl oo

DL 0L Gadls  sme s cpl 03 2 g e sbac b
03,5 s5dme 5 (S50 a5 SOl 0l el 5o
e AL Lol ek Sl SVslas 5 )
S8 Sl laaces (8L 5 s onl b 50 SO
Sl S (555l 5 e S e 5 55 O
s S Al oledde 5 b gl &S laess
Sl polie Sl eslanal by ol 4l 5 ol SLSL
o5 Sd ke a5l e o 3Kl oS3 s

O3ls cis gl m 5l 3550 s plsillanl (536 slads sazee

sl Glaie s Sl Slol, Gls a8 esle ol izman 5 )
Llo s 6JU§“-1L;

2. Fuzzy Sets
3. Zadeh (1965)
4. Fuzzy Logic
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6 . Yingfu et al. (2007)
7. Transition Probabilities
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1. Smooth Transition or Gradual Switching
2. Smooth Transition Auto Regressive

3. Artificial Neural Network

4. Sudden Switching

5. Enders (2004)
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Abstract:

This paper examines the effect of military expenditure

on economic growth in MENA region countries. High
share of military expenditure in GDP of the MENA
region countries on the one hand and strategic position
of Middle East countries in this region, on the other
hand, need to examine the effect of military spending on
economic growth in the MENA region countries. In this
regard, an augmented Solow model (proposed by
Knight et al. (1996) about military expenses and
economic growth) during the period 1995-2012 is used.
Long-run equilibrium relationship between the variables
of this model verified by Pedroni (2004) and Kao (1999)
panel cointegration tests. The results of this research by
using generalized method of moments (GMM) of
dynamic panel data, show the negative impact of
military spending on economic growth in the MENA
region countries. So can be said that although military
spending is required in order to increase security of
many countries in the region, but these expenditure will
reduce economic growth.
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Abstract:

Unemployment is one of the most important challenges
of Iranian economy that affects the society and
economic performance. The aim of this paper is to
investigate the impact of government size on
unemployment rate in Iranian economy. By using the
model of Christopoulos, Loizides & Tsionas (2005), the
relationship ~ between  government  size  and
unemployment has been investigated during 1974-2012.
The results of threshold model indicate that when the
government size is less than 0.2484, increasing of
government size has a significant negative impact on
unemployment but after the mentioned threshold value,
due to crowding out effect of government intervence,
government size has a significant positive impact on
unemployment. Also, the results of estimation show that
inflation has a significant negative impact on
unemployment that confirms Philips curve in Iranian
economy.
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MATRIX(100,1) RES
e best threshold
smpl @all

scalar maxr2=0

for 1t=0.17 to 0.48 step 0.0001
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equation eql.ls un=C(1) + C(2)*gsc+c(6)*gsi+ C(3)*inf+ C(4)*growth+( gs>!t)*(c(5)*gsc+c(7)*gsi)

RES(100,1)=eql.@r2

if eql.@r2>maxr2 then
maxr2=eql.@r2
Ithreshold=!t

scalaryyyyyy=!threshold

endif

next !

..................................... f &ki square statistics

equation eql.ls un=C(1) + C(2)*gsc+c(6)*gsi+ C(3)*inf+ C(4)*growth+( gs>!t)*(c(5)*gsc+c(7)*gsi)
equation eq2.ls un=C(1) + C(2)*gsc+c(6)*gsi+ C(3)*inf+ C(4)*growth

'makeresids
eql.makeresids residuals
'la is number of restrictions
la=1
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scalar f=39%(eq2. @se"2-eql. @se"2)/eql.@se"2
scalarki=f/!a

'n=100

vector(!n,1) res_f
vector(!n,1) res_k

ly=0

smpl @all

for li=1 to In

ly=ly+1
genryy=nrnd*residuals

........................................................ supremum:k& f which is the same az supremum:R2
smpl @all
scalar maxr2=0
!min=!threshold-0.01
!max=!threshold+0.01
for !t= !min to !max step 0.001
equation eq_testl.ls yy=C(1) + C(2)*gsc+c(6)*gsi+ C(3)*inf+ C(4)*growth+( gs>!t)*(c(5)*gsc+c(7)*gsi)
if eq_testl. @r2>maxr2 then
maxr2=eq_test]l.@r2
Ith="t
endif
next !t

equation eq_testl.ls yy=C(1) + C(2)*gsc+c(6)*gsi+ C(3)*inf+ C(4)*growth+( gs>!t)*(c(5)*gsc+c(7)*gsi)
equation eq_test2.1s yy=C(1) + C(2)*gsc+c(6)*gsi+ C(3)*inf+ C(4)*growth

If=39%(eq_test2. @se"2-eq_testl. @se”2)/eq_test]l. @se™2

k=!f/!a

res_f(ly,1)=!f

res_k(ly,1)='k

next li

tabletabf

setcolwidth(tabf, 1, 20)
setcolwidth(tabf, 2, 20)
setcolwidth(tabf, 3, 20)
tabf(1,3)="Critical Values"
tabf(3,1)="Sample Size"
tabf(3,2)="1%"

tabf(3,3)="5%"
tabf(3,4)="10%"

tabf(5,1)=!n
tabf(5,2)=@quantile(res_f,0.01)
tabf(5,3)=@quantile(res_f,0.05)
tabf(5,4)=@quantile(res_f,0.1)
setline(tabf,2)

setline(tabf,4)

tabf(7,1)="F STAT:"
tabf(7,2)=f
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tabletabk

setcolwidth(tabk, 1, 20)
setcolwidth(tabk, 2, 20)
setcolwidth(tabk, 3, 20)
tabk(1,3)="Critical Values"
tabk(3,1)="Sample Size"
tabk(3,2)="1%"

tabk(3,3)="5%"
tabk(3,4)="10%"

tabk(5,1)=n
tabk(5,2)=@quantile(res_k,0.01)
tabk(5,3)=@quantile(res_k,0.05)
tabk(5,4)=@quantile(res_k,0.1)
setline(tabk,2)

setline(tabk,4)

tabk(7,1)="KI2 STAT:"
tabk(7,2)=ki

storeres_fres_k f kitabktabf

wicreate(wf=new) u In
fetchres_fres_k f kitabktabf

genryy_f=0
genryy_k=0
mtos(res_f,yy_f)
mtos(res_k,yy_k)
'theprob of hO

smpl @all if yy_f>=f
Ir=@obs(yy_f)
scalarprob=!r/In
tabf(9,1)="PROB F:"
tabf(9,2)=prob

smpl @all if yy_k>=ki
Ir=@obs(yy_k)
scalarprob=!r/In
tabk(9,1)="PROB KI2:"
tabk(9,2)=prob
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Ecotourism Value of Mesr Desert Region in Isfahan Province
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Abstract:

Desert ecosystems have substantial economic potentials
that paying attention to them in order to attain the
sustainable development and to get rid of one-product
economy in a country such as Iran is essential. Among
the major functions of desert regions is their recreational
function. Accordingly, the objective of this study is to
estimate the recreational value of Mesr desert region,
located in the Khur and Biabanak county of Isfahan
province. In this regard, the single bound dichotomous
choice contingent valuation method has been used.
Furthermore, to enhance the accuracy of this study, the
logit and probit models and three functional forms have
been employed and their results were compared with
each other. According to the estimation results, can be
seen although doesn’t exist a significant difference
between two econometric models, logit and probit, but
there is a substantial difference among the functional
forms in both models. Also, using the various functional
forms, the recreation value of the Mesr desert region has
estimated in the range 4.48 to 9.24 billion Rials in 2012.
These results represent on the one hand the substantial
value of Iran’s desert regions and on the other hand the
sensitivity of the results of contingent valuation studies
to the selection of functional form of the models.

Keywords: Desert, Contingent Valuation Method,
Single Bound Dichotomous Choice, Functional Form.
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Abstract:

This study investigates the effect of some indicators of
financial repression, including DR (the gap between the
official interbank exchange rate and the free market
rate), Cpi (the difference between Iran's inflation rate
and the inflation rate of the world) and G (the ratio of
government debt to liquidity), on capital stock growth in
agricultural sub-sectors in Iran, during the period 1991-
2011 using estimation of the demand function and panel
data method. The results of the model indicate a
significant negative effect of financial repression
indicators on the development of the capital stock
growth in all agricultural sub-sectors.
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Abstract:

This paper examines the relationship between control of
corruption and globalization (with various aspects) on
economic growth in countries with high per capita
income, middle per capita income, and low per capita
income over the period (2002-2010) using panel data
from113 different countries. According to the results of
the various models, there is an inverted U relationship
between control of corruption and economic growth.
Moreover, the relationship between economic
globalization and economic growth in countries with
low per capita income is negative and significant. Also,
social globalization in these countries has a negative
impact on economic growth. However, overall index of
globalization and political globalization has a positive
impact on economic growth in these countries.
Furthermore, in countries with high per capita income
and middle per capita income, the impact of the three
indicators of globalization (economic, social and
political) and the overall index of globalization on
economic growth is positive and significant.
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Abstract:

Following the economic sanctions that have been
imposed on Iran in the years after the Islamic
Revolution, always economists were facing this
question that; what is the effect of economic sanctions
on different economic variables and how much is it?
This study aims to analyze the effect of economic
sanctions as dummy variable on economic growth in
Iran, using Indexing and weighting (determining the
importance) of various sanctions that historically
imposed on Iran. For this purpose, using time series data
and Auto Regressive Distributed Lag (ARDL) model,
we analyze the effect of economic sanctions on
economic growth from 1978 to 2013. Short-run
estimation results show that in the short term weak
sanctions had not significant effect on economic growth,
but moderate and strong sanctions respectively with
coefficients 0.0098 and 0.43, has had a negative effect
on economic growth. Long-run estimation results show
that in long term weak and strong sanctions had not
significant impact on economic growth, but moderate
sanctions with coefficient 0.024 has had a negative
impact on economic growth. Finally error correction
coefficient in model is - 0.407.

Keywords: Economic Sanctions, Direct Foreign
Investment, Inflation, Auto Regressive Distributed Lag
(ARDL) Model, Economic Growth, Iran.
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ARDL(2,2,2,1,2,1) selected based on SBC.
Dependent variable is LnY,35 observations used for
estimation from 1357 to 1392

Regressor Coefficient Stgrrl;doarrd T-Ratio[Prob]
LNY(-2) 1.1421 .61906 1.8448[.086]
LNK(-1) 20.9112 8.7691 2.3847[.032]
LNL(-1) 14.4635 3.7155 3.8928[.002]
LNFDI 077507 .038465 2.0150[.064]
LNTR(-2) -.88572 26611 -3.3283[.005]
LNINF(-1) -.26760 13298 2.0124[.064]
T .087907 .048079 1.8284[.089]
DIW -.34893 .31081 -1.1226[.280]
DW 025651 44966 .057045[.955]
DM -.0098105 19427 -1.0549[.090]
DS -42152 21079 1.9997[.065]

R-Squared =0.97466 SBC =-10.2471

Serial Correlation*CHSQ (1) = 9.3552[.002]
Ramsey's RESET test* CHSQ (1) = 26.0533[.000]

Lagrange Multiplier Statistic CHSQ (2) = 12.9668[.002]
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LK YA Y444y £ 4444 (1)
LL YATE 8401 +,4444 1(0)
LFDI ST0A Y008 CAAYY 1(0)
LTR )V AEAT YA 440 1(0)
LINF VA4 Y,444v ©AVE) 1(0)
Null Hypothesis: LY, LK, LL, FDI, LTR, LINF has unit root,
Exogenous: Constant, Lag Length: 0 (Automatic based on SIC,
MAXLAG=9), *MacKinnon (1996) one-sided p-values, 5% Level.
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Long Run Coefficients , ARDL (2,2,2,1,2,1) based on SBC.
Dependent variable is LnY,35 observations used for
estimation from 1357 to 1392
Regressor Coefficient Standard Error T-Ratio[Prob]
LNK 2.0727 1.3338 1.5539[.014]
LNL 9.6416 94223 -1.0233[.032]
LNFDI 46245 41807 1.1062[.028]
LNTR -1.8700 1.3994 -1.3363[.203]
LNINF 1.1758 1.1172 1.0524[.310]
T 21598 18346 1.1772[.259]
DIW -.85728 1.2329 -.69531[.498]
DW .063020 1.0651 .059167[.954]
DM -.024103 47625 -.1.5061[.096]
DS 1.0356 92246 1.1227[.820]
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Regressor Coefficient St]?rli) ird T-Ratio[Prob]
dLNY1 -1.1421 .61906 -1.8448[.081]
dLNK -.52262 4.1002 -.12746[.090]
dLNKI1 19.5450 5.1418 3.8012[.001]
dLNL -8.8655 2.3538 -3.7664[.001]
dLNL1 9.5224 2.8854 3.3002[.004]
dLNFDI 077507 .038465 2.0150[.058]
dLNTR .050143 33785 .14842[.884]
dLNTRI1 .88572 26611 3.3283[.004]
dLNINF 21097 14968 1.4095[.175]
dT .087907 .048079 1.8284[.083]
dDIW -.34893 31081 -1.1226[.276]
dDW .025651 44966 .057045[.955]
dDM -.0098105 19427 -.050498[.096]
dDS 42152 21079 1.9997[.060]
ecm(-1) -.40702 36974 -1.1008[.285]

ECM=LNY-12.2526*LNK-3.1065*LNL -.038446*LNFDI
+.28447T*LNTR+.015358 *LNINF+165.8590*%C+.46993*T +
.36568*DIW + 46711*DW -.24168*DM + .34283*DS
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