
 

Quarterly Journal of Quantitative Economics(JQE) (2021)  18(3)  65-98 

 

 

 

Quarterly Journal of 

Quantitative Economics 

 
Journal Homepage:  

www.jqe.scu.ac.ir 

Print ISSN: 2008-5850 

Online ISSN: 2717-4271  

 
Examining the effect of economic freedom on financial 

development 
Ahmad Salahmanesh , Seyyed.Aziz Arman  , Reza alaei    
 

* Assistant Professor of Economics, Department of Economics, Faculty of Economics and 

Social Sciences, Shahid Chamran University of Ahvaz, Ahvaz, Iran. (Corresponding Author) 

Email: salahmanesh@yahoo.com.au 

 

** Professor of Economics, Department of Economics, Faculty of Economics and Social 

Sciences, Shahid Chamran University of Ahvaz, Ahvaz, Iran.  

Email:  saarman2@yahoo.com 

  0000-0002-7930-858X 

Postal address:. Golestan street, Golestan, Department of Economics, Faculty of Economics 

and Social Sciences, Shahid Chamran University of Ahvaz, Ahvaz, Khuzestan, Postal code: 

61357-93113, Iran. 

 

*** PhD of Economics, Department of Economics, Faculty of Economics and Social Sciences, 

Shahid Chamran University of Ahvaz, Ahvaz, Iran.  

Email: rezaal66@gmail.com 
 

ARTICLE HISTORY JEL 

CLASSIFICATION 
KEYWORDS 

Received: 27 September 2020 

Revision: 24 November 2020 

Acceptance: 16 April 2021 

E44, G20 Panel Data, result 

robustness, Countries 

classification 

 
 

 

 
 

 

 

http://www.jqe.scu.ac.ir/
https://orcid.org/0000-0002-7930-858X


 

21 
Ahmad Salahmanesh, Seyyed.Aziz Arman and Reza alaei 
Quarterly Journal of Quantitative Economics(JQE) (2021)  

18(3) 65-98 

 

 
ACKNOWLEDGMENTS: Acknowledgments may be made to individuals or institutions that have made 
an important contribution. 

CONFLICT OF INTEREST: The authors declare no conflict of interest. 

FUNDING: The authors received no financial support for the research, authorship, and publication of this 

article. 

How to Cite: 

Salahmanesh, A., Arman, S.A. & Alaei, R. (2021). Examining the effect of economic freedom 

on financial development. Quarterly Journal of Quantitative Economics(JQE),18(3), 65-98. 

 10.22055/JQE.2019.28798.2048 

 

 © 2021 Shahid Chamran University of Ahvaz, Ahvaz, Iran. This article is 

an open access article distributed under the terms and conditions of the Creative Commons 

Attribution-NonCommercial 4.0 International (CC BY-NC 4.0 license) 

(http://creativecommons.org/licenses/by-nc/4.0/) 

 

EXTENDED ABSTRACT 

INTRODUCTION  
The present study investigates the effect of economy openness on financial 

development in a sample of 152 countries from 1995 to 2015emphasizing on 

countries income level. 

 

METHODOLOGY  
After reviewing indexes used as proxies to financial development, we used liquid 

liabilities, the proportion of bank assets and the proportion of credits granted to 

private sector as proxies to financial development and after specifying different 

models, the effect of economy openness on each index was separately investigated. 

 

FINDINGS  
Results show that economy openness has a positive and significant effect on financial 

development. Despite resistance of these results to different financial development 

indexes, its impact is sensitive to the kind of index and the selected sample. 

When liquid liabilities and granted credits to private sector are considered proxies to 

financial development, moving from the sample including low-income countries with 

incomes below average to the sample including high-income ones with incomes 

above average, the impact of economy openness on financial development increases. 

Moreover, if the proportion of banks assets is used as the proxy to financial 

development, moving from the sample including low-income countries with incomes 

http://creativecommons.org/licenses/by-nc/4.0/
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below average to the sample including high-income ones with incomes above 

average, the impact of economy openness on financial development decreases. 

Accordingly, although the impact of economy openness on financial development is 

positive, the level of this impact is sensitive to the selected index and consequently 

the kind of selected index is important in conclusion. 

In this study, the impact of variables i.e. logarithm of GPD per capita, inflation 

and the degree of economy openness on financial development has been studied. The 

results indicate the positive impact of GDP per capita on financial development. This 

result is resistant to the sample and selected index for financial development. 

However, due to different indexes and samples, definite results have not been 

obtained regarding the impact of inflation and the degree of economy openness on 

financial development. The impact of these variables is sensitive to the selected 

sample and indexes. 

 

CONCLUSION  
Based on results, although economy openness has a positive impact on financial 

development, the level of this impact is sensitive to the selected index for financial 

development. Therefore, the selected index is of high importance for financial 

development. 

Furthermore, results show that GDP per capita logarithm has a positive impact on 

financial development. This result is resistant to the kind of sample and selected 

index. However, definite results regarding the impact of inflation and the degree of 

economy openness on financial development have not been obtained and their impact 

is sensitive to selected samples and the kind of financial development index. 
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