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Table (1) definition of function variables used in the template

@l )lg 48,5 TARIFF;
TARIFF;Import Tariff

Pl (s 03531 (25, b S 5e Jale VA
VA, :The compound factor or added value of the jth part

e alplo 5 ol gy Loy Eojl

EoiI:Government revenue from oil exports

plJ s bawgs ol N g Jele (gl Lolis Dy
FDu: demand for the h production factor by the j sector

C,Js.) .Lcj).) J§ :Yg

Yg: Total government revenue

J Lise AL ool 1Y
Y; :Gross staff of department j

lsyly 31 e :PM

PMj: Domestic import price

Spdise Syaa ] Lise bug slabasly 03l lytea &S T ise 155 Xij
Xij :The production of part i, which is consumed as an
intermediate input by part j

oyl oo (M
Mj: The amount of imports

Pl s o538l (355l e PN
PN; :The added value price of the jth section

Jgd slaan s J$:GDTOT
GDTOT: Total government spending

Mo sl Jole 530105 Wh
Why: Wages of production agents

SAVg: Government savings

PS; :supply price

gy oy sa Gj

Gi:Government expenses

Sy VI Caasd PQi
PQi: The price of the composite product

B 5l G $SAVE
SAVf: Foreign savings

Sl Ty Y hoh
Y non: household income

S5 Lo s AD;

| Di:investment

P‘ h 4,}51 JALC Ad,e Q\)'fo :FSh
FSh : The amount of supply of the primary factor h

J51 = JS SAVING
SAVING:Total savings

Loyl gls 4 cdgs Jsl cla el :GOVTH
GOVTH: Government transfer payments to households

&35 wlop JSANVEST
INVEST :1otal investment

E)B )l L;BL)J S99 L)‘JB REMIT
REMIT: Net funds received from abroad

Syl Jobs s PE;

PEi “The domestic price of exports

il es EXR
EXR: exchange rate

S Y5 Qi

Qi:composite product

Ci: Households' consumption of goods of section i

S oas alg Yl DI

Di: Domestically produced goods

Lm)lyb .Lo]).) » W.A.Quauo uULo ZTAxdir
TAXGir- Direct tax on household income

3 oas Mg (VI i PD;

PDi:The price of domestically produced

goods

,lgss 5151 ey :SAVhon
SAVheh: Household savings

Slple e Ej

Ei: The amount of exports

otz oy ey o :TAXGng
TAXindj: Production tax in each sector

b adls PINDEX
PINDEX: price index

olsylg a8,a5 . TARIFF;
TARIFF;: Import Tariff
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arameters of the functions used in the model

Table (2) definition of the

alplo Sl s pwei s i bl jol
Global export price Section index
abyly Sl codd pwm; (loyw 9,8 59ys) 25 &gl slaale ales H
Global import price Index of primary factors of production (labor
and capital)
S e SV Mg b > S aeil B Vi My @by L ald bj
Performance measurement in the Performance measurement in the production
composite product production function
function
O5Sies] @l 53 o doxisl 8 Ui | Nosles & e | piso Wy iS b g b )3 o 2xialy | By
Contribution parameter in the The contribution parameter in the production
Armington function function or production elasticity of sector j
with respect to input h
05 )] @b )3 o ol 2 Qai Gl b iy dasly o3l & Jl a8 oy axXij
Contribution parameter in the —o3ly b glacy o) | iu Lalsb ook saly S g
Armington function (o3
The minimum coefficient of intermediate
input requirement of section i for
Production of a unit of gross output of sector
J (data-output technical coefficients)
iS4 bgype el b (58ie)] & ol Pmi o3l sl Sy g8 (sl 039381 b))l 41 Sl AeS’ o8 ayi
etil ot
Power of Armington's function or The minimum coefficient of added value
the parameter related to the needed to produce a unit of gross output
elasticity of substitution
098] b huiS Ul ran s Y 1o ops b Cagla @ 53 e dxialp | Ay
Armington function stretch Slgls
Parametric measure of the share in the utility
function or the share of each item in the
household's consumption basket
Jsl @b oL eml b 0; b9y lle g txj
Transfer function efficiency Sales tax rate
parameter
Sl &b 3 e 4oxil b Bei aine SUL £ 5 Td
Contribution parameter in the Direct tax rate
transfer function
Sl @ 53 s doriasl b Bai yly e e ¢ tm;
Contribution parameter in the Import tariff rate
transfer function
Sl iS4 by o a3 b JGsl 2 olys | Pe DR 8 )3 o> e (o domil B Agi

The power of the transfer function
or the parameter related to the
transfer tension

Measurement of the share of government
spending in each sector




PEYIY 0 lad/ 1Y Ao/ (65 39Lis” SLadl Fo

o1 55 o3liw! 3,90 (SLAIL (sLrasuwl 8 Ly pai (V) Joua el
Table (2) definition of the parameters of the functions used in the model

S S o; ot 5 Il e 4 bawgie Jslod Shon
Transfer tension Moderate willingness to save in the private sector
GE ) B w; g3 Sl ey 4 bagie Jolos Sg
Price weight per section Average willingness to save the government
Caglln @ )3 ol Wil b i ()5 Ao ot sl Hi
Scale parameter in the aa Parametric share of investment of section i
utility function

I is0 Bedio (shalyd @lio 5 ()8 ko pw mogw doxiunl 3 bbi
Parametric share of investment from the income
sources of the fund of section i
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Figure (1) Equilibrium Expected Rate of Return of Capital in the 1st Sector
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Table (3) Effect of different oil revenue allocation scenarios on the amount of

production, household consumption and prices of agricultural products
compared to the base scenario (percentage)
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Figure (2) The effects of investment scenarios from the sources of the National
Development Fund on the GDP of the agricultural sector
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Figure (3) Effects of investment scenarios from the sources of the National

Development Fund on the production of the agricultural sector realized in the past
years
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Figure (4) The effects of investment scenarios from the sources of the
National Development Fund on private sector investment in the
agricultural sector
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Figure (5) Effects of investment scenarios from the sources of the National
Development Fund on the consumer price index in the agricultural sector
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Figure (6) Effects of investment scenarios from the sources of the National
Development Fund on households’ consumption of agricultural products
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Extended Abstract

Introduction: Oil revenues have a large share in Iran's budget. Considering
the adverse effects of dependence on oil and gas revenues in Iran, it seems
necessary to pay attention to the economic management of oil and gas revenue
sources through the National Development Fund (NDF). The foreign
exchange reserve fund was formed with the purpose of funding and investing
oil revenues in productive activities. However, despite the massive injection
of oil revenues into the countries budget during different periods, different
governments have not been very successful in creating the infrastructure
needed for the country's economic development. Based on this, in the current
study, the effects of the allocation of oil revenues for investment or its storage
in the National Development Fund (with an emphasis on the agricultural
sector), as opposed to allocation to current expenditures, in the presence or
absence of knowledge spillover, under 3 different scenarios were evaluated
in order to achieve the goals of the Fifth Development Plan Law on the
production of economic sectors and the welfare of households.

Materials and Methods: In the present study, the simulation of the economic
effects of the allocation of oil revenues was done by using the dynamic
recursive computable general equilibrium model. In this regard, the latest
Social Accounting Matrix (SAM) of 2013, compiled and published by the
Research Center of the Islamic Council, has been used. This matrix includes
10 sectors, including agriculture, crude oil and gas, petroleum products, food
industries, mines, metal industries, industrial products, chemical products,
transportation and other sectors. The solution of the recursive dynamic
computable general equilibrium model was done in the form of GAMS
software and with the CONOPT4 solution method. For the calibration of the
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model, the basic values for the elasticities of the transition and Armington
functions, the parameters of these functions, as well as the annual growth rate
should be considered. Then the model was solved for the base year and
calibrated by comparing the values of macro variables obtained through the
model with the base year values of the model.

Discussion and Conclusion: The results showed that improving the
productivity of the agricultural sector through oil revenue investment is not
able to improve the production situation of this sector. Also, by saving 20%
of oil revenues in the NDF in accordance with the law of the Fifth
Development Plan and then investing 30% of the fund's income sources in all
sectors, it is possible to achieve favorable economic growth, improve
agricultural production and increase the welfare of households. Based on this,
by investing 30% of the fund's resources in all sectors of the economy, the
amount of household production and consumption from the agricultural
sector will increase by 0.5% and 30%, respectively, and the general level of
prices will decrease by 1.7%. Meanwhile, with the investment of fund
resources in the agricultural sector, household production and consumption
will decrease by 6.4 and 4.2 percent, respectively. In addition, the greatest
decrease in the welfare of consumers occurs in the conditions of saving
revenues in the NDF and not allocating investment from the fund's resources.
Recommendation: The growth of the agricultural sector requires that
investment in other sectors, including the industrial sector as the producer of
the main inputs of the agricultural sector, should be evaluated in order to
improve the infrastructure of this sector. Furthermore, the government should
avoid allocating a large share of oil revenues to current expenditures and
invest these revenues in order to improve the productivity of economic sectors
in order to achieve economic growth and increase household welfare.

JEL Classification: E32, C68, 013

Keywords: Oil revenues, National Development Fund, Fifth Development
Plan, Recursive Dynamic Computable General Equilibrium (RDCGE) model,
Agricultural sector, Iran



