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Introduction:

Social welfare is one of the more challenging topics in macroeconomics, a concept
that gained prominence following the social and economic changes in Europe
from the nineteenth century onwards. Evaluating the welfare status of a country
serves as a key criterion for assessing its economic situation, making the
improvement of social welfare one of the primary objectives of policymakers. The
Sen Index, introduced in 1974, is widely regarded as one of the most effective
tools for measuring welfare and has been utilized in numerous studies.
Privatization is recognized as a significant factor in enhancing social welfare. The
primary goal of countries pursuing privatization has been to improve their
economic conditions, ultimately leading to increased national welfare.In line with
its economic liberalization policy, Iran has prioritized privatization as a key
strategy in its first and second development plans. An examination of the
performance reports from Iran's Privatization Organization indicates a rising trend
in the number of transfers in recent years. This suggests growing acceptance of
privatization among economic policymakers, despite ongoing debates about its
challenges. The impact of privatization on social welfare in Iran from 1991 to
2022 is the central question addressed in this study. Notably, there has been no
independent and coherent research on the relationship between privatization and
social welfare in Iran, even after reviewing past domestic studies. Moreover,
foreign studies have not examined the relationship between privatization and
social welfare using the Amartya Sen Social Welfare Index. Therefore, this study
is innovative in its subject matter.
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Methodology:

In this study, a smooth transition regression model is employed to examine the
impact of privatization on social welfare in Iran. This model allows for the
possibility that not all processes exhibit abrupt changes around a threshold;
instead, changes in parameters can occur gradually. Transitions between different
regimes in these models are determined by logistic or exponential functions.

The estimation process begins with a test for linearity versus non-linearity. If the
null hypothesis of linearity in the relationship between variables is rejected, the
appropriate number of transition functions is selected to fully capture the non-
linear behavior between the variables. A major advantage of this approach is its
ability to identify the number, timing, and speed of regime changes, as well as the
rate of transition from one regime to another. Based on previous studies on social
welfare and its influencing factors, with a particular emphasis on the impact of
privatization, the model used in this article is as follows:

SW; = Cy + C;P; + C,0P; + C3IND; + CLEU, + C5CO2; + u;

The model variables include privatization, trade openness, industrialization,
energy consumption, and carbon dioxide emissions. Additionally, in order to
calculate social welfare, the equation for the Amartya Sen social welfare function
is rewritten as follows:

SW = GDPP, * (1 — Gini;)

Results and Discussion:

This section of the research addresses the estimation of tests derived from the
smooth transition regression method, including the linearity and non-linearity test
of the model, the variable for smooth transition speed, and the breakpoint variable
of the dependent variable. According to the results, the optimal model consists of
two regimes, with the first breakpoint variable being the social welfare variable.
The breakpoint variable is determined based on the sum of squared residuals. The
sum of squared residuals for the first breakpoint of the social welfare variable is
lower than that of the second breakpoint, as well as the breakpoints of
privatization. Therefore, the first breakpoint of the social welfare variable is
considered more optimal. Given that the calculation of social welfare involves
gross domestic product (GDP) and the Gini coefficient—and that higher levels of
social welfare are potentially associated with increased privatization—social
welfare is used as the threshold variable in evaluating the effects of privatization
on social welfare. The estimation results for the transition speed parameter of the
dependent variable show that the slope parameter, which represents the speed of
transition from one regime to another, is estimated at 0.0090. This indicates that
the transition from regime 1 to regime 2 occurs relatively slowly and smoothly.
The results of estimating the threshold value of the dependent variable reveal that,
although the transition coefficient is 2476.16, the optimal and threshold value of
the SW(-1) variable for the transition from regime 1 to regime 2 is also 2476.16.
In other words, if the first breakpoint of the social welfare variable is less than
2476.16, the behavior of the variables corresponds to regime 1; if it exceeds this
value, it corresponds to regime 2.
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It is noteworthy that the years before 1382 (2003 in the Gregorian calendar) fall
into regime 1, while the years from 1382 onwards fall into regime 2.

The interpretation of the variable coefficients indicates that privatization had a
positive and significant effect on the social welfare index before the threshold
value of 2476.16, covering the years 1991 to 2003. However, after surpassing the
threshold, this effect diminishes and gradually turns negative. Furthermore, trade
openness had no significant effect on social welfare in regime 1, but it had a
significant negative effect in regime 2. The variables for industrialization and
energy consumption had significant negative effects in regime 1 and significant
positive effects in regime 2. Lastly, carbon dioxide emissions had a positive effect
before the threshold value, but after surpassing the threshold, its effect diminished.
Conclusion:

Given the significant and positive impact of privatization on social welfare, along
with the observed diminishing trend of its effectiveness from 2003 to 2022, it is
recommended that measures to enhance the efficiency and role of the private
sector in promoting social welfare be integrated into privatization policies.
Additionally, it is crucial to maintain a balance between private and social
interests, ensuring that the benefits of privatization are accessible to all members
of society. Finally, it is essential to continuously evaluate the effects of
privatization on social welfare to ensure steady progress toward achieving a more
equitable society.
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