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Abstract

Any reforms in the performance of political and institutional indicators, such as improving the
efficiency of laws and regulations, establishing the rule of law, providing the necessary security
for efficient economic activities, guaranteeing property rights, creating economic and political
stability and stability, facilitating regulations in the field of production and trade. The
development of economic institutions and economic infrastructures, the creation of a healthy,
transparent and competitive environment in the economy and the like, can be considered as
effective measures in the field of providing a suitable platform for investment in the Islamic
banking system. In this article, the effect of indicators of government institutional factors (right
to protest and accountability, political stability without violence, government effectiveness,
quality of regulations, rule of law and corruption control) on the performance of the Islamic
banking system in Iran during the period of 4:1378 to 4:1400 (based on seasonal data) has been
discussed using Markov switching econometric technique. The results of the estimates indicate
that among the indicators of institutional factors, in both regimes, the variables of the right to
protest and accountability and political stability without violence have a positive effect on
Islamic banking contracts. On the other hand, in both regimes, variables of government
effectiveness, rule of law and corruption control have a negative effect on Islamic banking
contracts. Finally, the quality of regulations in the first regime has a positive effect, but in the
second regime, it has a negative effect on Islamic banking contracts.

Keywords: Government, institutional factors, Islamic banking, Markov switching.
JEL Classification: P48, 016, C24.
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