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Abstract

The aim of this paper was to analyze the effects of the market regulatory institution's quality and trade
liberalization on the growth of SMEs in Iran during 2000-2022 using the QARDL method. The results
indicated that the market regulatory institution's quality had negative effect in the low quantile and positive
effect in the middle and high quantiles in the long-run, and this effect was greater in the high quantile than in
the middle. Trade liberalization did not have a significant effect in the low guantile, but had a positive effect
on the growth of SMEs in the middle and high quantiles. Calculating the final effect of the market regulatory
institution’s quality based on the degree of trade liberalization indicates that there is a threshold for the level
of trade liberalization for the middle (equal to 0.6) and high (equal to 0.74) quantiles, to which an increase in
trade liberalization leads to a larger positive effect of the market regulatory institution's quality on the growth
of SMEs, and after that, it leads to a decrease in the effect of the quality of the market regulatory institution
on the growth of SMEs. The error correction coefficient showed that in each period, 47 percent in the low
guantile, 9 percent in the middle guantile, and 21 percent in the high quantile adjusted for short-term
imbalances and converged to their long-term trend. The Wald test indicates the symmetry of the coefficients
in the short-run and the asymmetricity of the coefficients in the long-run.

Key words: Quality of Market Regulatory Institution, Trade Liberalization, Small and Medium Enterprises,
Quantile Regression.
JEL classification: C5 (E02 0430 .L690.
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