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Abstract

The relation between relative size of economic sectors and unproductive
activities

We can’t provide a general rule for the relative size of economic sectors that holds at anytime and
anywhere. Since the economy is a complicated and dynamic organism, depending on where of the
evolutionary development path the economy is located, the relative sizes of agriculture, industry and
services sectors could be different. If the economy of one country moves along the development path
where technologies and scientific achievements has penetrated in business and the life of people, at first
step, the relative size of agriculture and industry is high and the services sector is small. But after
industrialization and productivity revolution and prevailing mass production method, The latter starts to
expand and undertake more contribution to the growth, the employment, facilitating the promotion of
agriculture and industry sectors and providing more welfare. So, along the development path of the
economies what does matter is logic and complementary interactions of sectors which improve the
mechanism and dynamism of the whole economy to move faster towards growth and development
targets, not the relative sizes of them.

The Iranian economy is no conception to this rule, so before productivity revolution and industrial
development, investment in agriculture and allocating the funds and resources to them must be the first
allocation priority. But whenever the productivity acceleration and industrial development is occurred,
such an environment is created that stimulates the services to expand from the both demand and supply
sides, services that facilitate the growth of total product and welfare.

In this paper we first analyze the relative situation of economic sectors and provide some statistical facts
about them, their share of bank credits and sectoral investments. Then we take the ratio of investment in
services and real estate to total investment as a proxy that limits the GDP growth and is drag on it. So we
specify the total production function in such a way that includes this proxy and finally we estimate it by
VECM econometric method. Our results show that this proxy has significant negative effect on the total
product. So it can be considered as a proxy of unproductive activities.
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