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ABSTRACT

Industrial competitiveness, as one of the key pillars of economic
development, plays a decisive role in enabling countries to effectively
participate in global markets. This study employs the spatial dynamic panel
(SDP) approach to examine the simultaneous impact of credit risk,
corruption, and institutional conditions on industrial competitiveness in 14
Middle Eastern countries over the period 2000-2023. The findings of the
research indicate that corruption and credit risk have a significant and
negative impact on the industrial competitiveness index and the spatial-
institutional — effects matrix methodically delineates three discrete
institutional clusters within the region; Furthermore, spatial modeling
substantiates that institutional spillover effects on industrial competitiveness
in the Middle East are considerably. more pronounced than spillover effects
emanating from trade relations or geographical proximity. Enhancing
industrial competitiveness in the Middle East necessitates an integrated
approach that concurrently addresses corruption, reduces credit risks, and
fortifies governance institutions with a focus on regional collaboration.
Spatial-institutional  spillover  effects have rendered enhancing
competitiveness a collective challenge, particularly in countries with
deficient governance structures.
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