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Abstract

Different provinces of Iran are facing a shortage of investment resources to achieve economic
growth and employment development. One of the factors that can provide the necessary
opportunities for economic growth and employment creation is government spending in different
regions. According to the regional economic perspective, increasing government spending in one
region can also affect employment in surrounding regions. Therefore, the aim of this study is to
investigate the direct and indirect effects (spillovers) of government spending on employment in
different regions of Iran during the period 2010-2021 using a spatial econometric model. The
model in question was estimated after conducting the necessary tests with the Spatial Durbin
Model (SDM) with fixed effects. The estimation results showed that government spending had a
direct and positive effect on employment in different regions of the country. Also, the spillover
effects of government spending have been positive and significant. Foreign direct investment
also has a positive and direct effect on employment in the country's provinces. Also, its indirect
(spillover) effects on employment in the country's provinces (adjacent regions) are positive and
significant. The direct and spillover effects of GDP in different regions have also been positive
and significant on employment. According to the results, it is recommended that the government
increase its spending, especially its investment spending in regions with low employment, and
provide the infrastructure needed to increase employment.
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