Journal of Iranian Social Development Studies (JISDS)
2024 (Summery), Vol. 16, No. 3

Examining the Relationship between Institutional Quality, Financial Inclusion, Social
Development and Economic Growth in Iran: Simultaneous Equations System Approach

Niloufar Khatami *
Department of Economics, Isfahan (Khorasgan) Branch, Islamic Azad University, Isfahan, Iran
Hossein Sharifi Renani **
Associate Professor of Economics, Isfahan (Khorasgan) Branch, Islamic Azad University, Isfahan, Iran
(corresponding author)
Bahar Hafezi
Assistant Professor of Economics, Isfahan (Khorasgan) Branch, Islamic Azad University, Isfahan, Iran

Abstract: During the last decade, promoting financial inclusion has been considered as an ultimate goal to
achieve inclusive growth in many countries, especially developing countries. In this regard, on the one hand,
institutional quality can affect financial inclusion; On the other hand, if financial inclusion is realized in all its
dimensions, it can affect economic growth. In addition, the fact that economic growth is based on social
development cannot be ignored. Based on this, it can be concluded that there is probably a simultaneous
relationship between institutional quality and financial inclusion on the one hand, and financial inclusion and
social development with economic growth on the other hand. In this regard, in the present study, the relationship
between institutional quality, financial inclusion, social development and economic growth in Iran was
investigated based on the simultaneous equation system approach during the period from 1990 to 2022. The
findings of the research showed that financial inclusion had a positive and significant effect on economic growth
in Iran. We also found that institutional quality has a positive and significant effect on economic growth. In
addition, it was observed that social development has also led to the promotion of economic growth in Iran.
Therefore, financial inclusion and social development directly and institutional quality directly and indirectly
and through strengthening financial inclusion have led to the improvement of Iran's economic growth during the
period under review.
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