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The main objective of this study is to examine the effect of good
governance indicators on enhancing energy efficiency in Iran, from 1991 to
2022. To achieve this, the study employed Bayesian Model Averaging
(BMA), Vector Autoregression (VAR), the Johansen-Juselius model, and
the Vector Error Correction Model (VECM). Using BMA, 64 models based
on six governance indicators were estimated, with the five highest-
probability models identified for further analysis.

The most significant results were obtained in relation to key variables
including rule of law, political stability and absence of violence/terrorism,
voice and accountability, government effectiveness, control of corruption,
and regulatory quality. Furthermore, the results from VAR, Johansen-
Juselius, and VECM models confirm that the coefficients align with
theoretical expectations and are statistically significant. The error
correction term indicates that approximately 37% of short-term
disequilibria are corrected each period, moving the system toward long-
term equilibrium. In the long run, a 1% increase in rule of law, political
stability and absence of violence/terrorism, voice and accountability,
government effectiveness, control of corruption, and regulatory quality is
associated with improvements in energy productivity by 6.25%, 2.15%,
4.95%, 2.78%, 0.93%, and 0.52%, respectively. Among these, the rule of
law exhibits the most pronounced effect on energy efficiency compared to
other indicators.
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