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Although the philosophy of legislation is to reduce transaction costs and control
externalities, the continuous accumulation of a large volume of laws requires
extensive organizational structures and high execution, compliance, and supervision
costs, which may ultimately lead to an expansion of government size. The primary
objective of this study is to help explain government size by considering Iran’s
specific political-economic conditions during the period 1980-2020 (1359-1399
SH), with an emphasis on the role of law and regulation production. Given that the
scope of governmental activity in Iran extends beyond the executive branch, public
sector expenditures are considered the most appropriate proxy for government size
(dependent variable). Accordingly, the number of pages published in the Official
Gazette was used as an indicator of law and regulation production (main independent
variable). The analysis employs an Autoregressive Distributed Lag (ARDL) model,
incorporating moderating variables such as oil dependency, financial repression, trade
openness, fiscal illusion, displacement effect, total employment rate, and alignment
between parliament and government. The results show that, in the presence of these
moderating variables, the law production index significantly explains the post-
revolution expansion of government size in Iran. Holding other factors constant, a
%10 increase in the number of Official Gazette pages leads, on average, to a %6/3
increase in government size. Furthermore, a descriptive analysis of law-making
centers indicates that during the study period-particularly in its final two decades-the
share of rulings issued by high courts and the Administrative Justice Court increased
significantly. This increase coincided with a decline in legislative quality due to
growth in the average size of laws (articles and notes). Overall, the legal structure has
moved toward greater complexity and reduced transparency, increasing transaction
costs. Since transaction costs are non-productive, they contribute to greater state
intervention and expansion without stimulating production.
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