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Abstract

According to the literature on institutionalism, institutional factors play an
important role in the central bank's independence. The current research aims to
investigate the direct and indirect impact of institutional factors on the central bank's
independence in Iran's economy. Therefore, using an econometric model based on the
studies of Garriga and Rodrigues (2023) and Dimato et al. (2009), the effect of
institutional factors on the central bank's independence during the period of 1996-2021
has been investigated. Also, in this study, the interaction of the model's independent
variables has been investigated to analyze the indirect effects of institutional factors on
the central bank'’s independence. The research results show that although oil rent does
not directly affect the independence of the central bank, it indirectly (through corruption
and inflation) causes a decrease in the central bank's independence, which indicates the
weakness of the institutional quality and policies. Based on the findings of the present
study, the interaction of institutional factors and the quality of institutional mechanisms
should be considered in economic policies to achieve an independent central bank.
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