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Abstract

This study aimed to investigate the effect of social security expenditure on the convergence
of social welfare in provinces of Iran. Results of estimating models, using Spatial
Econometrics, revealed that social security expenditure has a positive and significant effect
on the convergence of social welfare in provinces of Iran during the period 2006-2020.
Moreover, findings demonstrated that direct and indirect effect of social security
expenditure is also positive, in the sense that the increases in social security expenditure
has not only improved the convergence of social welfare in all provinces, but its spillover
effects have also improved the convergence of social welfare in neighboring provinces on
average. Besides, the Absolute Convergence Rate was 0.053 and in the conditional models,
its’ values were estimated to be 0.054 and 0.059, respectively. These findings show that the
estimated Conditional Beta-Convergence Rate is higher while considering social security

Keywords:

Convergence, Social Welfare,
Spatial Econometrics, Social
Security, Provinces of Iran
JEL Classification:

C21, C33, D31, H55

expenditures. Additionally, results revealed that the Misery Index and the Government Size
have a negative and significant effect, while the Information and Communication
Technology (ICT) and Human Capital have a positive and significant effect on the
convergence of social welfare. Finally, an estimation of the Spatial Spillover Effects of social
security expenditures in 2019 showed that each one of the provinces has the highest direct
effect coefficient on itself, and then has the highest effect on neighboring provinces.

This article is an excerpt from the doctoral thesis of the first author of the article.
“Corresponding Author: Corresponding Author

Address: Postal address: Firuzkuh, Waly Asr Town, Islamic

Azad University, PO Box: 148

Email: par_salatin@yahoo.com
Tel: 09123446567

Ali Safai, Parvaneh Salatin, Salleh Ghavidel, Masood Soufimajidpour. The Impact of Social Security Expenditures on

Convergence of Social Welfare in Provinces of Iran



https://doi.org/10.22080/iejm.2023.23976.1929
file:///C:/Users/Farhad/Desktop/par_salatin@yahoo.com
http://orcid.org/0000-0002-0500-5092
http://orcid.org/0002-7584-3462
http://orcid.org/0003-0851-9969
http://orcid.org/0002-1538-0427

Volume 16. Issue 32. Autumn and Winter 2021. Pages 117 to 145.

118

Macroeconomics 4
Research Letter v

Extended Abstract

1. Introduction

Social Welfare is a set of welfare laws,
regulations, programs, and policies in the form
of social institutions and organizations and
according to the concepts related to social
welfare such as social security, social
insurance, social support, and social services,
welfare is realized with the guidance and
support of the government and the
participation of the general public so that
Human Happiness can be achieved in the
society.

Many studies have been conducted on
various factors affecting social well-being.
However, none of the previous studies have
examined the effect of social security
expenditures on the convergence of social
welfare in Iran's provinces using the spatial
econometrics method. Therefore, this study
has an innovative aspect, and aims to
investigate the impact of social security
expenditures on the social welfare
convergence in provinces of Iran during the
period of 2006-2020.

2. Method

Convergence is an important issue in
Economics and can be examined by several
methods in economic literature. In this study,
absolute beta convergence and conditional
beta convergence have been used to examine
this factor. The conditional B-convergence
model is estimated in two cases. In the first
case, the variables of that Misery index and
government size, individuals using the Internet
as an indicator of Information and
Communication Technology (ICT), and per
capita of university graduates as an indicator
of the human capital of the provinces have
been used.

In the second case, in addition to the above
variables, social security costs have also been
included in the model to investigate the impact
of social security costs on the speed of
convergence or divergence of social welfare of
the provinces. Also, based on the studies, the

social welfare of the provinces has a spatial
component, which means that the social
welfare of the provinces is dependent on each
other.

Neighboring provinces are more dependent
on each other and this dependency will
increase as the distance between the
provinces decreases. For example, the closer
the two provinces are, the more and faster the
transfer of factors affecting social welfare
between them. Therefore, two issues of spatial
dependence between observations and spatial
heterogeneity will occur. Considering these
two issues, the Gauss-Markov assumption will
be violated. Therefore, spatial econometrics
should be used to consider these two features.
Hence, in this study, after defining the spatial
weight matrix, the unit root test was used to
check the stationary of the data. Additionally,
to detect spatial autocorrelation and check the
presence or absence of spatial effects, the
Moran's and the Lagrange coefficient tests
were utilized, respectively. . Calculations of
direct and indirect effects have been also
analyzed in Stata. Moreover, calculations of
overflow coefficients of each province on
other provinces in 2019 and drawing the maps
have been done using R, Maptools, Spdep, and
Impact.

3. Findings

The unit root test showed that all variables are
stationary at level. Therefore, the null
hypothesis of Moran's test regarding the
absence of spatial effects in absolute
convergence models as well as conditional
convergence models is rejected; confirming
the presence of spatial effects in absolute and
conditional convergence models. According to
the conducted tests, the Spatial Auto-
Correlation Model (SAC) was used in this study.

Also, the results showed that there is a
convergence of social welfare in the provinces
and real social security costs have a positive
and significant effect on the convergence of
social welfare of the provinces. Therefore, the
hypothesis related to the significant impact of
social security costs on the convergence of
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social welfare of the provinces is accepted.
Human Capital and Information and
Communication Technology (ICT) also have a
positive and significant effect on the
convergence of the social welfare of provinces.

The direct effect and the indirect effect of
social security costs, Human Capital, and ICT
are also positive, which means the increase of
each one of the variables has not only
improved the convergence of the social
welfare in province, but their spillover effects
have also improved the convergence of social
welfare in neighboring provinces on average.

Moreover, the Misery Index and the size of
the government have a negative and significant
effect on the convergence of the social welfare
of the provinces. The direct and the indirect
effects of the Misery Index and the size of the
government are negative, which means that
the increase of each of the variables has not
only decreased the convergence of the social
welfare in province, but also their spillover
effects have decreased the convergence of
social welfare in neighboring provinces on
average.

4. Results

The absolute rate of convergence is 0.053 and
in the conditional models, its values have been
calculated as 0.054 and 0.059, respectively.
These findings show that the rate of

convergence is higher with the presence of
social security expenditures compared to
other models.

Comparing the spillover effects of social
security costs on the convergence of social
welfare also showed that the geographical
distance of provinces from each other is an
important factor in having spillover effects
between provinces. For example, Tehran
province has the greatest effect on Isfahan
province, which equals to 113, while its
spillover effect on the social welfare of Ilam
and North Khorasan provinces is close to zero.
llam province has the largest spillover on
Khuzestan, which is equal to 1103 and its
spillover effect on North Khorasan province is
zero. For other provinces, the estimated
coefficients show that the neighborhood of the
provinces affects social welfare.
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