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Extended Abstract

Purpose: The topic of welfare and its improvement is an important issue in different
societies. According to the existing literature, there are multiple factors that affect the
welfare status of countries, one of which is production and its fluctuations (boom and
recession). Considering the important impacts of production on the economic welfare
of the country, the present study aims to explain the impact of production and, more
precisely, that of increases (economic boom) and decreases (economic recession) in
production on welfare in Iran. Indeed, this analysis deals with production with and
without oil. The main question in the present study is whether there is a significant
difference between the impacts of economic boom (increases in production with or
without oil) and economic recession (decreases in production with or without oil) on
welfare in the Iranian economy.

Methodology: Most of the models in econometrics are based on linear (symmetric)
models. In a symmetric estimate of the production effects (with or without oil), if
economic welfare increases by 1 unit with an increase in production, then economic
welfare will decrease by 1 unit with a decrease in production. However, what actually
happens may not be this way, and the effect of increases in production (economic
prosperity) on welfare may be different from the effect of decreases in production
(recession). Therefore, the focus of a research model is to distinguish the effect of
increases in production (with or without oil) from the effect of decreases in it. The
model used in this study is based on the one proposed by Shin et al. (2014). That study
discusses the issue of the asymmetrical coefficient of an influential factor and its effect
on the dependent variable in the conditions of prosperity and recession. Shin’s team
introduces a model called Nonlinear Autoregressive Distributed Lag (NARDL)
regression model. In the present study, among the various welfare indices, the IEWB
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index has been considered as a measure of economic welfare. Multiple variables are
also used to calculate this index. The IEWB index considers economic welfare as a
function of the dimensions of effective per capita consumption flow, net social
accumulation of wealth and resource-generating sources, economic inequality, and
insecurity. In this regard, weights are considered for each of these dimensions in a
special way. Therefore, the weights assigned to each dimension will be different based
on different observations. The spatial scope of this study includes Iran, and the
temporal scope is from 1971 to 2021.

Findings and discussion: The movement trend is an indicator of economic well-
being, showing that the index followed a downward trend after the revolution until
the end of the war. After the war, the index had an upward trend with a gentler slope
compared to the years before the revolution. It reached its highest level in 2017 and
then started to decline again. This decrease is due to the increase in the sanctions on
the Iranian economy, which led to a decrease in oil revenues, a decrease in economic
growth, and an increase in the inflation rate, resulting in a decline in economic well-
being. The results of the estimate are as follows:

- In the short term, the effect of oil economic prosperity on well-being is almost more
than 2.5 times the effect of economic prosperity without oil.

- In the short term, the effect of oil economic recession on well-being is greater than
the effect of economic recession without oil.

- In the short term, the asymmetry in the impact of economic prosperity and recession
(both with and without oil) on well-being is confirmed.

- In the long term, considering the direct effect of economic prosperity and recession
(with and without oil) on well-being, the asymmetry of production effect (with and
without oil) is also confirmed. But, unlike the case in the short term, in the long term,
the effect of economic recession without oil on well-being is greater than the effect of
oil economic recession.

- In the long term, the effect of oil economic recession on well-being is more than twice
the effect of oil economic prosperity, and the effect of economic recession without oil on
well-being is almost 5 times the effect of economic prosperity without oil.

Conclusions and policy implications: Based on the results of this research about the
impact of economic prosperity and recession on the well-being in Iran, it is suggested
that, first, the government should create the necessary infrastructure to improve the
people's well-being so that the prosperity periods can be prolonged. Second, economic
policymakers should adopt supportive policies, especially for producers, to improve
the country's well-being during recessions. Third, it seems that, if the Iranian economy
moves towards non-oil dependence, in times of economic recession, there will be a
need for stronger welfare policies by the government to compensate for the lost well-
being. If there is more extensive support for non-oil sectors, they may be able to
contribute to increased well-being during prosperous times.
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