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Abstract

This study investigates the direct, controlling, and interactive effects of institutional quality
indicators and fiscal policies on economic growth in Iran and a group of emerging economies-
namely China, India, Brazil, Turkey, and Indonesia during the period 2003-2022. Institutional
quality is represented by six governance dimensions: control of corruption, rule of law,
government effectiveness, accountability, political stability, and regulatory quality. Fiscal policy
variables are measured by tax revenue and government expenditure as a share of GDP. Several
control variables, including human capital, technological progress, population growth, inflation
rate, and investment-to-GDP ratio, are incorporated to capture structural and demographic
influences on growth. The study applies a dynamic panel data model estimated through the
Generalized Method of Moments (GMM), which effectively addresses endogeneity,
heteroskedasticity, and autocorrelation issues in macroeconomic data. The empirical results
reveal that institutional quality exerts a significant and positive direct impact on economic growth
across emerging economies and substantially enhances the effectiveness of fiscal policy through
interaction effects. Among institutional dimensions, control of corruption and rule of law exhibit
the strongest effects. Moreover, human capital and technology serve as moderating factors in the
institutional-fiscal-growth relationship. Overall, a positive synergy between institutional quality
and fiscal policy is confirmed. The findings suggest that synchronized implementation of
institutional and fiscal reforms, strengthening transparency, improving government efficiency,
and enhancing governance can create the foundation for sustainable economic growth in
emerging countries, particularly in Iran.
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