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ABSTRACT

Objective: The main purpose of this research was to identify the mutual and dynamic effects
among household sports expenses, the government's sports budget, and the economic growth of
Iran's provinces.

Methodology: To achieve the research goals, the Panel data Vector Autoregression (PVAR)
method was employed. The study utilized the provincial data of 31 provinces of the country
between 1390-1400. Data were extracted from household income expenditure surveys together
with the statistical yearbooks of Iranian provinces during the specified period.

Results: Firstly, economic growth is a key factor influencing the rise in household sports
expenses (up to 0.9 percent) and the government sports budget (up to 4.3 percent). Secondly,
enhancing the government's sports budget growth may motivate households to boost their health
investments by allocating more funds to sports (up to 0.9 percent increase)

Conclusion: The findings of this study indicate that government and household sports
expenditures are mutually reinforcing and positively impact each other. Moreover, economic
growth can significantly boost both the household and government sports spending.
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Extended Abstract

Introduction and State of Problem
he purpose of this study was to uncover the impact of the sports industry on the
economic growth of Iranian provinces. This will be achieved by examining the
interdependent and dynamic relationships among household sports expenditures,
the government's sports budget, and the economic growth of the provinces in
Iran. Literature on the macroeconomics impact of sports industry highlights
three main points. Firstly, the sports industry has significant potential for
fostering economic growth and development of national economies, as indicated by its direct
and indirect impact on the Gross Domestic Product (GDP). The direct effect encompasses all
incomes and expenditures associated with the sports sector, involving households, government,
and the private sector. This is referred to as the Gross Domestic Sports Product (GDSP) index in
sports economics literature, calculated through national income accounting methods. The
indirect effect stems from the multiplier effect of these expenses within society, contributing to
national income growth through factors like employment, infrastructure investment, job creation
in the sports industry, and overall economic expansion. Secondly, empirical literature
demonstrates that increased sports investment and spending, including government
expenditures, private sector, and household budgets, have a positive influence on economic
growth, albeit the magnitude of this effect may not be substantial. Lastly, literature in the area of
sports macroeconomics primarily focus on determining the sports industry's share in the
national economy, with limited assessments on the impact of sports expenditures on
macroeconomics and the correlation between public finance, government budgets, sports
spending, and the economy at regional and national levels. Having considered the research gap,
the primary objective of this research is to explore the mutual and dynamic relationships
between household sports expenses, government sports budgets, and the economic growth of
Iran's provinces.

Methodology

To achieve the research goals, the Panel data Vector Auto-Regressive (PVAR) method was
employed. This method is used when one seeks to estimate how any changes in the vector of
variables by one standard deviation unit may be propagated within the whole system. For this
purpose, a vector, namely Yit, is determined that includes the growth rate of GDP, household
sports expenses, and government sports budgets, using the provinces' data. The study covers the
period 1390-1400 and employs the Granger causality test to assess the bidirectional causal
relationships between variables, which can quantify the mutual impacts of the study variables.
the dataset is extracted from 371 statistical yearbooks and approximately 20,000 household
questionnaires to estimate the model, focusing on economic growth, household sports
expenditure, and government sports budgets in Iranian provinces.

Results
According to the estimated PVAR model, several key findings emerged. Firstly, economic
growth is a key factor influencing the rise in household sports expenses (up to 0.9 percent) and



the government sports budget (up to 4.3 percent). Secondly, enhancing the government's sports
budget growth may motivate households to boost their health investments by allocating more
funds to sports (up to a 0.9 percent increase). Turning to the results of the Granger causality test,
it indicates that except for the causality test concerning the impact of household sports expenses
growth on provincial economic growth, all other relationships between variables are significant.
This suggests a mutual influence between the GDP growth of provinces and the government's
sports budget growth. Further investigation illustrates that an economic growth shock can lead
to a positive increase in economic growth over several periods. Government sports expenses and
household sports expenses also see positive growth over time. The transmission mechanism
works as an economic improvement, such as increased economic growth in Iranian provinces,
which can result in higher government sports budgets and increased private sports spending.
However, the impact of household sports expense growth on provincial economic growth is
minimal due to the small share of such expenses in the provinces' GDP. While an increase in
household sports spending initially boosts government sports expenses, this effect diminishes in
the long run. Moreover, an increase in government sports expenses temporarily reduces
provincial economic growth but positively affects household sports spending. Long-term
government sports investments, mainly in infrastructure, are expected to indirectly enhance
societal health and economic growth. In addition, a variance analysis reveals that changes in
economic growth primarily drive overall changes, with the government sports budget and
household sports expenses playing secondary roles. Ultimately, these findings underscore the
intricate relationship between sports expenditure, economic growth, and societal well-being.

Discussion and Conclusion

Based on the findings of the PVAR model analyzing the interplay between household sports
expenses growth, government sports budget growth, and gross domestic product growth in
Iran's provinces, it is evident that economic growth in Iran’s provinces which can enhance both
the government's sports budget and household sports expenses. The research indicates that as
economic growth in lIran's provinces accelerates, there is a corresponding rise in both household
sports expenses and the government's sports budget, contributing to approximately a 4%
increase in the sports budget and a 0.9% rise in household sports expenses. While an upsurge in
government sports budgets in Iran's provinces may not yield immediate improvements in
economic growth, the long-term impact on economic growth from sports investments might not
be immediately noticeable, yet it can reinforce household sports expenses. These adjustments
are anticipated to culminate in a 7.5% overall production increase and a 0.09% surge in
household sports expenses. Furthermore, the escalation in household sports expenses may not
significantly influence provincial economic growth, but it could result in around a 5% growth in
provincial production. Moreover, boosting household sports expenses is expected to positively
impact the growth of the government's sports budget. In conclusion, the statistical analysis
highlights the pivotal roles of economic growth and government sports budgets in shaping the
sports sector. Economic growth in provinces can serve as a catalyst, positively influencing
various segments of the sports industry. Conversely, enhancing and equitably distributing
government sports budgets to enhance infrastructure can stimulate interest in sports among
households, yielding long-term benefits for society, encompassing economic gains through
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increased sports production and fostering social well-being by promoting public health and
social cohesion.

Originality/Value

This study provides a novel contribution to the field of sports macroeconomics by examining the dynamic
and bidirectional relationships between household sports expenditures, government sports budgets, and
regional economic growth using provincial-level panel data from Iran. Unlike most previous studies that
focus on national aggregates, this research employs a more granular provincial approach, using a PVAR
model to analyze interdependencies and causality. The findings offer valuable policy implications by
demonstrating how strategic sports investments and economic development interact at the sub-national
level in a developing country context.

Reasech Limitations/Implications

One of the primary limitations of this study lies in the availability and consistency of data related to the
sports sector across Iranian provinces. The lack of standardized, disaggregated, and time-consistent data
on both public and private sports expenditures posed challenges in model estimation and analysis.
Furthermore, the informal nature of some household-level sports activities may lead to underreporting or
data omission. Despite these limitations, the research offers critical insights and lays a foundation for
future studies to build on improved data collection mechanisms.
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Table 1. Results of the stationarity test of model variables
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Table 2. Results of the Granger causality test between model variables
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Table 3. Results of estimating the PVAR model with two lags
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Table 4. Results of estimating the eigenvalues and roots of the convergence matrix
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Table 5. Results from variance analysis for each of the shocks applied to the model
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Figure 10. Summary of results from reaction functions
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