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Abstract

This paper develops a method for decomposing the contributions of various types of public
investment to income inequality and growth and applies the method to rural Iran. Reliable
information on the various types of sending will help government to hone future investment
priorities to achieve the goals of equality and growth. A panel data set including 25 provinces
over the 1996-2005 was constructed from various governmental data sources. Public
investments are found to have contributed to production growth in the agricultural sector, but
their contributions to income inequality have differed by type of investment. However,
additional investments in agricultural R&D and power the less developed regions have the
largest impacts on reducing income inequality. Consequently, the government needs to design
a mechanism (policies, regulations and fiscal systems) to mobilize public resources to invest
in rural areas.



