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Extended Abstract

Introduction

Economic welfare refers to the multifaceted political, social and economic conditions that promote the individual and
social capabilities of the entire society, adherence to the country and preserving the dignity of individuals are
considered as its fundamental goals (Yazdani, 2002). Welfare is one of the appropriate criteria to evaluate the success
and failure of the government, which is influenced by several factors, including production, business cycles, inflation,
unemployment, exchange rate, globalization, population, government size, and foreign trade. Economists hold the
belief that international trade can have an impact on the welfare of trading partners worldwide. To prove this claim,
we can refer to famous theories of international trade, including Ricardo's comparative advantage or Smith's absolute
advantage. To achieve this, it is inevitable to encounter obstacles and limitations along the way. For example,
governments intervene in trade by imposing tariffs and non-tariff barriers and lead to disruptions in international trade,
which can ultimately lead to a decrease in global prosperity. Iran, as a developing country and a raw material exporter,
has a heavy dependence on commodity prices, which can lead to economic instability due to unpredictable fluctuations
in international commaodity prices. In the last decade, the intensification of economic sanctions has imposed a lot of
extra costs on trade, which has probably reduced the result of the exchange relationship, and it has decreased
considerably compared to other periods. On the other hand, economic prosperity has experienced a noticeable decrease
in this period (Andish et al., 2021); Therefore, considering the importance of trade in economic welfare, in the present
study, we attempt to calculate the economic welfare using the IEWB method for almost 5 decades (1973 to 2021).
Moreover, the effect of trade on the economic welfare is investigated in the mentioned period. For this purpose, the
research model has been specified in two formats (according to two indicators of international trade) and estimated
through the ARDL technique. The innovation of this study is that previous scholars have not examined examines the
effect of foreign trade on economic welfare, but we make this happen using two foreign trade indicators including the
degree of trade openness and the terms of trade.

Method

The purpose of the research is to determine how trade affects the economic welfare in Iran from 1973 to 2022. For this
purpose, using autoregressive distributed lags (ARDL), the econometric models have been estimated based on two
indicators of international trade. First, the economic welfare of Iran was calculated through the index of economic
wellbeing (IEWB), which consists the four dimensions of the consumption flow (CF), wealth accumulation (WS),
income distribution (ID) and economic security (ES). After that, according to the previous studies and theoretical
background, we selected our other independent variables except economic welfare in order to specify our econometric
model. The other independent variables defined as follow:

Open demonstrates trade openness that is equal to total exports plus total imports divided to GDP. The terms of trade
as a percentage of GDP is represented by TOT, OilGasExR, RGDPPC, and Inf show oil and gas export as a percentage
of GDP, real GDP per capita, and inflation rate, respectively. EXR and ImR are the ratio of export and import of
goods and services to production, respectively.

IEWB = CF + WS +1ID + ES

IEWB, = Y1, p; IEWB,_; + %711 6,;0pen,_; + YL BTOT,_; + 351, 86;0ilGasExR,_; +

Y20 @;RGDPPC,_; + Y7L wiInfe_; + &y

IEWB, = Y02, pj IEWB,_j + %72 051 ;ExR,_j + %72 055 ;ImR,_; + Y% B;TOT,_; + %72 ;0ilGasExR,_; +
Y20 @;RGDPPC,_; + X2 wjInf,_; + &5

Results

The results of long-term estimate reveal that the explanatory indicators of international trade in this study have a
positive effect on economic welfare, which is consistent with the theories. In addition, the magnitude of the positive
effect of exports and imports on economic welfare is considerably different from each other, in which the favorable
impact of exports on economic welfare is almost three times higher than that of imports. Apart from that, an increase
in the ratio of exchange to production, oil and gas exports, and GDP per capita boosts economic welfare while inflation
has an unfavorable impact on economic welfare.
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Conclusion:

According to the findings, policymakers should focus more on foreign trade, especially exports, to improve economic
welfare. In general, it is recommended that economic decision-makers implement policies such as diversifying exports,
developing export strategies, free-trade policies (creating free zones, reducing dependence on oil and gas exports), and
investing national revenues in international markets like stock exchanges, insurance, and oil fields to boost exports. It
should be established a foreign exchange reserve account, and we should try to eliminate non-tariff barriers.
Policymakers should also legislate policies which improve GDP per capita as well as employment. Finally, they should
simultaneously apply monetary contraction and financial expansion policies as well as curbing inflation.
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