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Abstract

The political structure, as the determinant of property rights and the maintainer of order,
plays a crucial role in a country's development. However, this structure faces numerous
obstacles in effectively reforming property rights. Political parties, through their unique
functions, can help overcome these barriers. Stronger parties—provided they embrace
development-oriented ideologies—are likely to be more effective in this
regard.Nevertheless, political parties are products of the socio-economic
transformations of the Western world, and embedding them into the political structures
of developing countries—such as Iran—does not necessarily yield similar outcomes.
The aim of this study is to examine the impact of party strength on economic growth
rates in countries with per capita output levels comparable to Iran, making the findings
to the Iranian context. The model used is a dynamic panel model estimated using the
System Generalized Method of Moments. The dataset covers the years 1990 to 2023.
The results reveal a positive and statistically significant relationship between party
strength and economic growth rates in the selected countries over the past three
decades. A comparison between Iran and the selected countries shows that Iran ranks
low on the party strength index. Furthermore, an analysis of the components of this
index in Iran indicates that most active political groups lack long-term vision, coherent
ideological framework, organizational complexity and stable links wtih society—
factors that could diminish their capacity to confront obstacles to growth within the
political structure.
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Extended Abstract
Introduction

The political structure, as the determinant of property rights and the maintainer
of order, plays a crucial role in the path of economic growth in countries.
However, this structure faces several obstacles to effectively reforming property
rights, including short-termism among politicians, informational deficiencies,
inability to manage social conflicts, and ideologies misaligned with development.
Political parties, due to their specific functions, can help mitigate these barriers—
provided their economic ideology is not incompatible with development. The
stronger these parties are, the more effectively they can perform these
functions.Political parties are organizations born out of the socio-economic
transformations of the Western world, and due to the non-transferability of
institutions, they may not fulfill the same roles in developing countries. Given
this context, the question arises: have stronger political parties in developing
countries been able to create conditions conducive to greater economic growth?

To answer this question, a sample of developing countries with per capita
income levels similar to Iran has been selected. This approach provides a more
homogeneous sample compared to previous studies and facilitates both the
comparison of Iran with the selected countries in terms of party strength and the
use of the findings for future research on Iran. Accordingly, the central research
question is precisely this: Has the strength of political parties in developing
countries with per capita output similar to Iran contributed to fostering greater
economic growth?

Method

To address the main question of this study, countries with gross per capita output
more than twice that of Iran or lower than Iran in 1990 were excluded from the
sample. The remaining 58 countries fall roughly within the middle third of the
global per capita income ranking. The study covers the years 1990 to 2023. The
baseline model is a dynamic panel regression equation, which is consistent with
Solow and Lucas agrowth models. The dependent variable is the logarithm of
PPP-adjusted gross output, sourced from World Bank data. The main independent
variable is the party strength index introduced by Bizzarro et al., which is the
average of five organizational indicators of political parties from the V-Dem
database.According to the theoretical framework, party strength must be
accompanied by a development-oriented ideology to positively influence growth.
Therefore, property rights are included in the baseline model as a control variable
representing the prevailing ideology. This variable, also sourced from the V-Dem
database, reflects the perceived security of property rights. Higher values indicate
the dominance of market-oriented ideology, while lower values suggest a
socialist economic orientation. Data for these variables are available for all
country-year observations in the sample.
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In addition to estimating the baseline model, other specifications included
variables such as armed conflicts, level of democracy, good governance
investment-to-output ratio, adolts schoooling years, and population growth to test
the robustness of the results. The models were estimated using the System GMM,
which is appropriate given the presence of slow-moving variables like party
strength and property rights.

Results and Discussion

The estimation results indicate a significant, positive, and substantial effect of
party strength on GDP growth rates in the selected countries. These findings
remain robust even after importing additional variables into the model. Stronger
protection of property rights also shows a significant and positive impact in most
estimations. The small and statistically insignificant coefficient of the democracy
variable aligns with previous studies. When direct growth determinants—namely
the investment rate, population growth rate, and schooling—are added to the
model, the coefficient for party strength decreases but remains statistically
significant.

The results of the Sargan test and second-order autocorrelation confirm the
validity of the instruments used. The Wald statistics indicate that the models are
statistically significant. Notably, the estimated convergence rate ranges between
2.7% and 5.8%, which is closer to the predictions of the Solow growth model
than predictions of the Lucas growth model.

Compared to the selected countries, Iran has experienced lower per capita
growth over the past three decades. Iran ranks among the lowest in the party
strength index. The main weakness of Iranian political parties lies in their lack of
long-term vision, coherent ideological framework, organizational complexity and
stable links wtih society.

Conclusion

The positive relationship between party strength and economic growth in
developing countries is a noteworthy finding—especially considering that the
formation of political parties in these countries has largely been a replication of
models from the developed world, rather than the result of indigenous socio-
economic transformations. Although the non-transferability of institutions makes
it difficult to offer direct policy recommendations for strengthening parties in
Iran, the evidence from this study highlights the need for further research and the
accumulation of localized knowledge in this area.

In this study, we examined political parties through the lens of their
organizational strength. However, a party’s capacity to act and its motivation to
drive economic change are not solely dependent on its internal structure. The
competitive and interactive environment among parties plays a crucial role in
shaping both their incentives and organizational strength. Electoral laws, party
regulations, and the broader rules that define the political playing field are
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therefore of great importance in this context. It is recommended that future
research take these factors into account.
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