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ABSTRACT

Fiscal policy is one of the most effective government means to intervene in
the economy. The relationship between government intervention in the
economy and macro variables such as economic growth and employment is
always one of the discussed issues in economics. The impacts of fiscal
policies on production, employment and economic growth have been
estimated in numerous empirical studies. The main purpose of this paper is to
investigate the optimum size of Iran's government. Furthermore, Considering
the role of the manufacturing sector in Iran's economy, the impact of
government optimal size on lIran's Manufacturing employment would be
estimated. while using data from the period 1360 to 1398, the optimal control
method was used to determine the optimum size of the government, and then
by using the Autoregressive Distributed Lag method( ARDL), the short-term
and long-term Impacts of government optimum size on the employment of
the manufacturing sector evaluated. The research results showed that the
optimal size of the government both in the short term and in the long term had
a positive and significant impact on manufacturing sector employment. In
addition the results indicated that the Impact of government optimum size on
manufacturing sector employment is greater compared to the current size of
the government. In other words, if the size of the government is optimum,
fiscal policies will have a greater impact on the manufacturing employment.
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