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Abstract

This study employs a flexible spatial smooth transition regression (l&“ ) for dynamic
panel data to investigate the asymmetric and nonlinear effects ofii sti&nal quality
and financial stability on trade flexibility and econorr?esﬂl nce aergss 19 MENA
countries over the period 2000-2024. The paper main innov. threef First,
it introduces a dynamic hybrid spatial,weight matrix that i aXOra ess\jcle
synchronization, technological spllloxs and 1nst1tut10na1 51m11ar1t}‘W1th time-
varying weights. Second, it estimates an, FSTR model with two endogenous

institutional thresholds, enabling the 1dent1 tion ofythree distinct institutional
regimes. Third, it apphesﬁtwork anal ‘&(;nomi ielce using degree,
betweenness, and eigenv ntrallty measutes. The results 1 two institutional
thresholds: —2.15 and ‘5 weak institutional regime, corruption exerts a
strong detrimental efé on e flexibility (—0:892), while institutional quality
shows no 51gn1ﬁ ant impac the rong institutional regime, the negative effect of
corruption dlmm e8! to 0 stltutlonal quality becomes the most important
driver o s111enc3 with a oefﬁm t of 0.678. Institutional spillovers account for
38.7% of total spatlal e tperforming trade-based (24.3%) and geographic
(18.9%) splll rrection coefficient in the strong regime (—0.567) is
more than d le at ¢ weak regime (—0.256), implying an equilibrium recovery
period of 1.8 S CO ared to 3.9 years. Network analysis identifies three distinct
clusters—core, semi-periphery, and periphery—exhibiting asymmetric systemic
vulnerability. Based on these findings, trade development strategies in the MENA
region should be threshold-based and tailored to each country's level of institutional
development.
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