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Abstract

Examining the state of countries' welfare requires indicators that adequately
show the well-being of people's lives. One of the indicators that can affect
this issue is the economic welfare index provided by the Sustainable Society
Foundation. In this research, the impact of economic globalization on the
economic well-being of developed and developing countries from 2000 to
2020 was investigated using the panel smooth transition regression (PSTR)
method. The results show the existence of a non-linear relationship between
the research variables. Also, for developed and developing countries, two
transfer functions and two thresholds representing a three-regime model
were chosen as the optimal model. For developed countries, the speed of
adjustment, i.e., the transition from the linear regime to the intermediate
regime, is carried out much faster than the transition from the intermediate
regime to the third limit regime. Also, for developing countries, the regime
transition is done at a moderate speed in all three regimes, but the transition
from the first regime to the middle regime is faster than the transition from
the middle regime to the third regime. Economic globalization in developed
countries has a negative effect on economic well-being in the first limit
regime and a positive effect in the second and third limit regimes. While in
developing countries, economic globalization has a positive effect on
economic well-being in all three regimes. Considering the different effects of
economic globalization on the welfare of countries, economic policies
should be designed to take advantage of the positive opportunities of
globalization in developed and developing countries and accelerate the
transition to more favorable regimes. Especially in developing countries,
strengthening infrastructure and upgrading economic capacities can help to
benefit more from the benefits of globalization.
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Introduction

Many variables affect economic prosperity, one of which is globalization.
Globalization has many dimensions and layers, including economic, social,
and political dimensions of particular importance. Examining the state of
countries' welfare requires indicators that adequately show the well-being of
people's lives. One of the indicators that can affect this issue is the economic
welfare index provided by the Sustainable Society Foundation. In this
research, economic well-being was investigated in detail using a composite
index. Then, the impact of economic globalization on the economic well-
being of developed and developing countries from 2000 to 2020 was
analyzed using the panel smooth transition regression (PSTR) method. The
results show the existence of a non-linear relationship between the research
variables. Also, for developed and developing countries, two transfer
functions and two thresholds representing a three-regime model were chosen
as the optimal model. For developed countries, the adjustment speed is equal
to y1=651.5671 and y2=0.4533. The transition from the linear regime to the
intermediate regime takes place much faster than the transition from the
intermediate regime to the third limit regime. Also, the adjustment speed for
developing countries equals y1=4.8352 and y2=0.0022. That is, the regime's
transition is done at a moderate speed in all three regimes, but the transition
from the first regime to the middle regime is faster than the transition from
the middle regime to the third regime. As a result, the speed of adjustment is
much higher for developed countries than for developing countries.
Economic globalization has a negative effect on the first extreme regime and
a positive effect on the second and third extreme regimes, as well as on
economic well-being in developed countries. Also, for developing countries,
economic globalization positively affects economic well-being in all three
regimes. Also, the estimated model showed that if economic globalization
exceeds a certain threshold, the behavior of the variables will be according to
the next regime. Considering the results for improving economic well-being
and fully exploiting the opportunities of globalization, it is recommended
that countries create the conditions for sustainable growth and distribution
by focusing on developing educational and technological infrastructure,
creating supportive policies to reduce economic inequalities, and facilitating
international trade and investment. To provide wealth more fairly. These
measures can help create a resilient and dynamic economy while increasing
productivity and public welfare.
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Methodology

This study examines the impact of economic globalization on economic
well-being in developed and developing countries (136 countries) for the
period 2000-2020 using a panel smooth transition regression (PSTR) model.
Statistical tables, global databases, data from the Swiss Economic Institute
KOF, and the Social Science Institute (SSI) - TH Kéln website were used to
collect statistics and quantitative information. The variable of economic
well-being in this research is described as a dependent variable, the
geometric mean of economic well-being with five indicators in two sections
of preparation or transition for the future and the economy. Indicators of
organic agriculture (a measure of the progress of the transition to
sustainability), real savings (a measure of the real rate of savings necessary
for sustainability), gross domestic product (a partial measure of economic
growth), employment (with the logic that access to the labor market is a
condition for everyone's well-being people), and public debt (the measure of
a country's ability to make independent decisions about budget allocation)
are five indicators of economic well-being. Also, the globalization of the
economy is considered a transition variable to better explain the issue of
inflation and value. In addition, the industry sector was selected as an
influential factor. The panel smooth transition regression model (PSTR) is
used in this research. This statistical model is usually used to analyze non-
linear relationships between economic variables, especially to investigate
non-linear patterns or changes in the behavior of variables over time. PSTR
is a flexible model that can depict complex relationships between different
variables and is a popular choice in various fields such as economics,
finance, and social sciences. This model is an extension of the smooth
transition regression (STR) model, which allows the determination of the
transition function between two different regimes. In PSTR, the transfer
function is extended for panel data, which enables the analysis of non-linear
relationships between variables in multiple units, such as countries or firms,
over time. PSTR is a powerful tool for analyzing the impact of various
economic factors on different regions or countries and can be used to
examine the impact of a specific economic policy or event on different
regions. Also, PSTR can be used for different types of data, such as cross-
sectional, time series, and panel data, which makes it a versatile tool for
analyzing various economic phenomena.
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Results and Discussion

It shows the estimated results of the model based on the slope parameter that
expresses the speed of adjustment from one regime to another. In this model,
considering that the optimal model was estimated with two transfer functions
for developed and developing countries, we will have a three-regime model.
As a result, we will have two different transfer speeds for the transfer from
the first to the second limit regime and from the second to the third limit
regime, which y1 represents the adjustment speed from the first limit regime
to the second or middle limit regime, and y2 represents the adjustment speed
from the second limit regime to the third regime.

Based on the mentioned cases, the speed of adjustment for developed
countries is equal to y1=651.5671 and y2=0.4533. The transition from the
linear regime to the intermediate regime takes place much faster than the
transition from the intermediate regime to the third limit regime. Also, the
estimation of the model for developed countries shows a non-linear
relationship in two threshold points, which is equal to c_1=81.4673 and
¢_2=85.3002 and c=(c1+c2)/2=83.3837 for the transition from the first limit
regime to the second limit regime. The second limit to the third equals
74.3915¢_3=and 76.7363c_4=and 75.5639 c=(c3+c4)/2=.

The speed of adjustment for developing countries is equal to y1=4.8352 and
y2=0.0022. That is, the regime's transition is done at a moderate speed in all
three regimes, but the transition from the first regime to the middle regime
takes place faster than the transition from the middle regime to the third
regime. Also, the estimation of the model for developing countries shows a
non-linear relationship in two threshold points, which is equal to
c_1=43.4705 and ¢_2=44.5620 and c=(c1+c2)/2=44.0162 for the transition
from the first limit regime to the second limit regime. The second limit to the
third equals 47.5777¢c_3=and 67.2744c_4=and 57.42 c=(c3+c4)/2=.

If the economic globalization in developed countries exceeds 83.3837 in the
first limit regime, the behavior of the variables will be according to the
second regime, and if it exceeds 75.5639, the behavior of the variables will
be according to the third regime. And if it is less than the above threshold,
they will be placed in the first regime. Also, for developing countries, if the
economic globalization exceeds 44.0162, the behavior of the variables will
be according to the second limit regime, and if it is more than 57.42, it will
be according to the third regime, and if it is less than the above threshold
limits, they will be in the first regime.
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