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Simulation of Corruption Effects on Economic
Growth in Iran

Abstract:

This article has developed a Ramsey type model of economic
growth in which the engine of growth is public capital
accumulation. Public capital is hired by the government for
producing public good and services that use as input in the
aggregate production function. This provides the justification for
the existence of the government. Benevolent government seeks to
provide an efficient level of inputs to the production function is to
be competitive so that public and private marginal product of
capital is equal. In a self-seeking government corruption defined
as monopoly rents extracted from the private sector through the
supply of the public input. Corrupt government income is defined
as the deference between the government's revenue for the supply
of the public input minus the cost of providing the public input.
Theoretical result shows that in steady state both per capita
consumption and output and growth rate are higher in the
benevolent case instead of corrupt government. Empirical results
by Growth model simulation in Iran economics demonstrate that
with deferent level of government inefficiency in a transitional
dynamic from corrupt to benevolent government may increase the
growth rate from 1.2 to 2.6 percent.

JEL classification: 041, H41

Keywords: Corruption, Endogenous Growth Model, Public
Goods, Benevolent Government



