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ABSTRACT

In the 20™ century, market failure in the optimal allocation of resources and the rising pover-
ty in the competitive market resulted in the formation of the welfare state idea with socialist
tendencies in the fight against poverty, especially absolute poverty by the governments. The
2015 Economics Nobel Prize to Dayton Angus indicates this government’s change in allo-
cation instrument of the market in the fight against poverty. The purpose of this paper is to
evaluate the educational and sanitarian government expenditures and resource curse effects on
absolute poverty in Iran. Using a Markov switching method, the factors affecting poverty have
been modelled and the hypothesis was tested during the period 1985-2014. The results showed
that an increase in educational government expenditures had a significant and negative effect
on absolute poverty but higher sanitarian government expenditures did not have a decreasing
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Educational, Sanitarian ~ :  had a threshold and nonlinear effect on absolute poverty. In other words, as long as oil revenue
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9. Likelihood Ratio test (LR)
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