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Measuring the Energy Market Uncertainty Index and Analyzing
Its Effects on Economic Growth in Iran

Sana Hosseini!, Khaled Ahmadzadeh?, Ramin Amani?
Abstract

The energy sector serves as the engine of economic growth, playing a critical role
in production, employment, and social welfare. Its impertance is doubly
significant for the Iranian economy, which faces structural ‘challenges and a
historical dependence on oil revenues. Uncertainty and instability 4n the energy
sector—as one of the key challenges of Iran’s economy—play a deeisive role in
the prospects for sustainable development. This stidy aims/to estimate energy
market uncertainty and examine its effect on| Iran’s economic growth over the
period 1989-2024. To measure uncertainty, conditional GARCH models are
employed, while the impact of energy market uncertainty on economic growth is
investigated using the Dynamig, Ordinary Least Squares method. The findings
indicate that energy market uncertainty has a significant negative effect on Iran’s
economic growth, leading to reducedminvestment, the halting of production
projects, and a decline in productivity. In contrast, increased investment, labor
force development,fand,technological progress have a significant positive effect
on_growth and can enhanceithe country’s productive capacity. Improvements in
political | conditions and greater female economic participation also play an
importantrole,in strengthening institutional stability, increasing the confidence of
economic actorsy and fostering labor market development. On the other hand,
geopolitical risks constrain economic growth and highlight the importance of
regional de-escalation\and the diversification of foreign relations.
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