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1- INTRODUCTION

Economic growth is one of the goals that every economy pursues,
and the reason for this is the achievement of many benefits and advantages
that are realized in the process of growth. Policy makers in every country
seek to achieve a higher growth rate in their country.
Among the types of assets, housing is considered one of the most important
socio-economic components in a country. It is also argued that in the new
theories, the development of the housing sector is one of the drivers of
economic growth, so in this article, the impact of investment in housing on
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the economic growth of Iran's provinces during the years 2006-2019 has
been examined.

2- THEORETICAL FRAMEWORK

According to the point of view of macroeconomics, considering that
between 21 and 24% of the country's GDP is related to the housing sector
(during the construction and operation period), the housing sector is
considered as the driving engine of economic growth and the factor that
strengthens it in the country. From the point of view of consumption and
investment, housing also plays a significant role in national accounts.
In general, there are three different views on the relationship between
investment in real estate and economic growth. The first point of view
emphasizes that investment in real estate affects economic growth. The
second point of view shows that economic growth affects investment in real
estate. According to the third perspective, there is a mutual causal
relationship between investment in real estate and economic growth.

3- METHODOLOGY

To estimate the research model, the econometric method of
generalized moments of GMM has been used. The important feature of this
estimation method is that there is no need to know the exact distribution of
disturbance sentences. The main assumption of this method is based on the
fact that disturbance terms are not correlated with instrumental variables.
The method of generalized moments, by choosing the correct instrumental
variable, by applying a weight matrix, can create a compatibility estimator
for the conditions of heterogeneity and unknown autocorrelations.

4- RESULTS & DISCUSSION

The results show that the economic growth coefficient of the
previous period was evaluated as 0.73. Based on the probability level
corresponding to the t-statistic of this coefficient, it can be stated that the
economic growth of the previous period had a positive and significant effect
on the economic growth in the provinces of Iran. This result is consistent
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with economic theories and most previous studies such as Kazerooni et al
(2018) and Mozaffari (2021). The variable coefficient of human capital has
been evaluated as 0.16 and according to the probability level corresponding
to its t-statistic, it can be stated that human capital has had a positive and
significant effect on the economic growth of Iran's provinces. This result is
in line with endogenous growth theories and previous empirical studies such
as Kazerooni et al (2018) and Mozaffari (2021).

The size of the government also has a negative and significant effect on
economic growth. So that the elasticity of the economic growth of Iran's
provinces in relation to the government's current expenses is equal to -0.32.
The urbanization variable has a negative and significant effect on the
economic growth of Iran's provinces. The negative sign of the variable
coefficient of urbanization can be caused by the fact that the rate of
urbanization has increased regardless of the process of providing the
necessary infrastructure in the cities and increasing the expertise of the
migrant workforce.

5- CONCLUSIONS & SUGGESTIONS

Investment in housing has a positive and significant effect on the
economic growth of Iran's provinces during the research period. Which is
compatible with the growth models and is in line with the studies conducted
in the field of the effect of investment in real estate on economic growth, it
is recommended that the government, in addition to paying special attention
to capital expenditures in the field of housing; It has provided the necessary
incentives and conditions for the investment of the private sector in the field
of housing, so that the investment in this sector has increased, which on the
one hand has increased the welfare and economic growth of the society, and
on the other hand, it can reduce the lack of housing supply in this way, the
Iranian market can be partially compensated. The effect of capital stock on
the economic growth of Iran's provinces also has been positive and
significant, which is in line with the existing theory in this field and
previous studies, it is recommended that the government provide a
mechanism and in the budgeting of the provinces. The discussion of the
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number of credits for the acquisition of capital assets should be given
special attention in order to improve the economic growth of different
regions of the country. Human capital and industrialization index have a
positive and significant effect on the economic growth of Iran's provinces.
Aggregation of industrial activities leads to growth by creating savings
resulting from local aggregation. The effect of urbanization on the economic
growth of Iran's provinces was negative and significant. Although the
previous theory and studies show a positive and significant effect of
urbanization rate on economic growth. Governments should pay attention to
prevent the increase in the size of the government, because based on the
results of this research, the economic growth has decreased with the increase
in the size of the government, and the large involvement of the government
in the economy can have negative consequences. This result is consistent
with the results of most previous studies in developing countries.

Keywords: Economic growth, Housing investment, Iranian Provinces,
GMM.
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