Vo a)Lq...: cQA QL':..MJ cr.h.})')j dl...u ‘69L~3>-\ ol.b JMJ}:’._ w.kﬁ ;.AL.L.M

Social Welfare Quarterly, Vol 19, Winter 2020, No 75

b A3 RG50Sl 5915 5 b loiz] b puic T
(P IF=T)A) (2 9bl (slbools o9, jloslicw/

5 Cavog e 435 8 .ol Lz‘j)/j/‘i/jj/@ bt dxw i il doddo
Olsiets o a O el g3 45 S o (31T b 24ty sl
il 4 ples Gl Ly dsle G ) S ply g anwsd fol
oot i po (6 028 oa o olai] iy I o> 4 o g3lazil
Bl S S ey S s 2l a3 sy a5t 0L

orizmon g (g3lat] (oolil o olarm] C i 0 by e slaslof o s,
el a8 S i S NEE s il s Il Ay
FOIA L PeoIE sladle o e ‘_,C@JGV;,JJA Sl plar] Cd iy
bzl (il 5 elai] Cb i sl ja i il auglis g o]
I eslézd b bl (slaosls Liay Gl alpe Al 2l s
ol 48,8 5 el g i 300 EVIEWS ) ¢ 30

M3 OUET ey o3y 30 (slalw 5o o bl (claosls 5, 5] ol el
Sl Sy sl 5 il G ela] C6 iy ali 45
I ml el b slay s S sl dols b (sl 528 5 il e 5D
Aol b sl 42 5 Losszo o | iV dal)s b (slay S oo gio A
0 Wl s Il Sy e s (eolatil (ool il syl Y
ols b sla,y oS s lslime 5 il ol dolis b sl piS
Slima o 1 Vot oo gzo holpn b (sl 3257 50 lins oo ol 40 Lo 520
el a2l lsline 5 il 51 Y0 dals b sloy 58 05 5

Liid (Glge Lt g3 Loy ST 45 elei] 5 (oolad] Gy il
b S Ol o o 0 S o CS o s 5 2 o8 b Ll S
oy elar] 5 (o3lai) o5, Coon 0 arole ila a2x i ) 0540 g0
g st Shok] anale G anal !

bsrstls ) son ) 4
s3laBl wbidanels (685 (g il
(sl ;ij REHN (b Ay canee 5

ol ! ‘JiL_«
ol g 8 (siloo sle ¥ 4
oy ¢ s dly culitanslr S
o 33) Ol ¢ Jols ¢ oDl 515
(J sns
<arf1348@gmail.com>
Ol spaio ol ¥ 4

5 sladl o sle eSSty bl S
P IO W | B 5 { P (] PR

o lelsy ¥
Ol Ay plidanals S
ISR W NN SCH PPt gt
ol !

4L sl jls

b ctmes o7 5l (o5
Al s Il 4 o elez]
sl (slaosls

W/NI/PE el sl

WSV S sl


https://orcid.org/0000-0001-9634-6310
https://orcid.org/0000-0001-8925-5867
https://orcid.org/0000-0001-7334-4347
https://orcid.org/0000-0002-9741-7085

Vo a‘)L««: AA L}L:m-“) 4(,.%)‘}};' dl.w cv&L«J}‘ el.é) Lf‘i'a-’j'-':_ w.LP :Lnu...a.‘)

Social Welfare Quarterly, Vol 19, Winter 2020, No 75

The Effect of Social Progress and Economic Freedom
on GDP, using panel data method (2014-2018)

} 1- Hoda Rezaei Roshan
Ph. D student in Sociology of
Economics and Development,
Babol Branch, Islamic Azad
University, Babol, Iran

’ 2- Ali Rahmani Firoozjah
Ph. D in Sociology, Babol Branch,
Islamic Azad University, Babol,
Iran (Corresponding Author)
<arf1348@gmail.com>

P> 3- Amir Mansour Tehranchian
Ph. D in Economics, Department
of Economics, Faculty of
Economics & Administrative
Science, University of
Mazandaran, Babolsar, Iran

} 4- Reza Ali Mohseni
Ph.D Sociology, Central Tehran
Branch, Islamic Azad University,
Tehran, Iran

Keywords:

Development, Economic
freedom, GDP per capita,
Panel data, Social progress
Received: 2019/2/13
Accepted: 2019/09/29

Introduction: The goal of development is accessing the
different types of freedom. Any deprivation and con-
straint somehow disturbs freedom, so the field of pro-
duction as the acting of development and progress will
be lost. Actually, achieving the economic freedom and
consequently, social progress can be so important and
they can also affect GDP in every country.

Method: The data of social progress, economic free-
dom, and also the GDP per capita in 144 countries re-
spectively derived from social progress index, Heritage
Institute, and the World Bank over the years 2014 to
2018. In order to compare the effect of the indexes of
social progress and economic freedom on GDP per cap-
ita, panel data method was used by Eviews 10 software.
Findings: The results of panel data evaluation in the
studied years show that social progress index has an
increasing and significant effect on GDP per capita in
countries with low income, countries with lower than
average income, countries with higher than average in-
come, and countries with high income.

Discussion: Also, the effect of economic freedom index
on GDP per capita is increasing and it is significant in
low income countries; insignificant in lower than aver-
age income countries; insignificant in higher than aver-
age income countries; and increasing and significant in
high income countries. Social and economic progresses
of countries are two parallel lines that should move to-
gether in the same path. In this regard, it can be stated
that effectiveness of these indicators moves the society
towards the economic and social welfare, and this soci-
ety will be an ideal society.
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Extended Abstract

Introduction: The goal of development is accessing the different types of free-
dom. Any deprivation and constraint somehow disturbs freedom, so the field
of production as the acting of development and progress will be lost. Actually,
achieving the economic freedom and consequently, social progress can be so im-
portant and they can also affect GDP in every country. The relationship between
freedom and achievement to social progress is beyond a structural relationship,
and it has a high level of importance. What is positively gained by people is
affected by economic freedom and opportunities, social powers, healthcare, pri-
mary education, and encouragement of innovations. Institutional orders for such
opportunities are affected by freedoms that result from their free participation in
social selection and free decision making for improving the opportunities.

Method: In this research, data of 144 countries of the world has been used. Ac-
cording to the classification of the World Bank, countries are divided into four
groups including countries with low income, countries with lower than average
income, countries with higher than average income, and countries with high
income. Regarding the theoretical and experimental foundations, three variables
have been used in this research: GDP per capita (purchasing power parity) as a
dependent variable of research, and independent variables were economic free-
dom index and social progress indicator. The Economic Freedom Index (EFI)
combines the factors of the rule of law (property rights, judicial effectiveness,
and government integrity), government size (tax burden, government spend-
ing, and fiscal health), legal efficiency (business freedom, labor freedom, and
monetary freedom), market openness (trade freedom, investment freedom, and
financial freedom); the social progress indicator is a combination of the factors
of the basic human needs (nutrition and basic medical care, water and sanitation,
shelter, and personal safety), foundations of wellbeing (access to basic knowl-
edge, access to information and communication, health and well-being, and
environmental quality) and opportunity (personal rights, personal freedom and
choice, tolerance and inclusion, and access to advanced education). Economic
Freedom Index is derived from the data banks of Heritage Institution and social
progress is derived from Social Progress Index website, and the data of GDP
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per capita is derived from the World Bank. Data collection required for the test
was extracted and analyzed based on the maximum available information over
the years 2014-2018. Eviews10 software package was used for data processing
and model estimation. In order to estimate the effect of social progress index
and economic freedom index on GDP per capita in the four groups of countries,
an equation was estimated for each of the groups. In this equation, the effect of
social progress and economic freedom on GDP per capita is estimated. By esti-
mating this equation one can say that how many percentage of GDP per capita of
each group is explained by social progress and economic freedom.

Findings: Having the GDP per capita as the dependant variable and social prog-
ress index and economic freedom as independent variables, for estimating the
model, first reliability of the research variables was checked by Hardi Unit Root
Test. The results of these indicators in the mentioned test and comparison with
the critical value at the level of 5%, the null hypothesis considering the exis-
tence of a unit root for all the variables is reliable and it was observed that static
variables were of zero degree 1(0), and there was no need for differentiation.
Also, the results of likelihood ratio test, F Limer and Hausman test showed
that in likelihood ratio test, the likelihood value is less than 0.05 in all the four
groups. So, ordinary least squares cannot be used for estimating the model. As
a result, estimators of weighted least squares or generalized least squares were
used for assessing the model in order to prevent bias of estimation. The results of
F Limer in all the four groups indicated that the value of this statistics was more
than the critical point. Therefore, the null hypothesis suggesting using Pool was
rejected. Therefore, panel data was used for estimating the model. The results
of Hausman test were also observed in all groups. As regards the test statistics
is more than the critical point and p-value was obtained less than 0.05, as result,
the null hypothesis based on being identical of intercepts was rejected. Accord-
ingly, constant effect method was used for estimating the model. Finally, the
results of constant effect of variables for the four income groups of the studied
countries showed that social progress index has an increasing and significant
effect on GDP per capita in the countries with low income, countries with lower
than average income, countries with higher than average income, and countries
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with high income. The effect of economic freedom index on GDP per capita is
increasing and significant in low income countries; insignificant in countries
with lower than average income; insignificant in countries with higher than aver-
age income; increasing and significant in countries with high income. At last, the
share of social progress increases by income enhances in the countries, but the
share of economic freedom does not increase.

Discussion: The important point to be taken into account is that the share of
social progress increases with the income boost in countries. Based on the co-
efficients obtained from the estimation, it should be considered that the effect
of social progress index on GDP per capita has a direct relationship with the
income increase in countries, and this effect is stronger in high income counties
than that of the other three groups of countries. Thus, it can be claimed that a
part of the income gap between and among the four groups of countries can be
explained by the gap between their social progress levels. Also, the share of eco-
nomic freedom decreases by income increase in low income and below average
income countries. It can be due to environmental and political challenges that
are created by increased income of countries and will not lead to economic free-
dom of countries. Therefore, according to North’s theory of institutions, exis-
tence of a stable institutional structure that is the requisite of human interactions
provides the opportunity of social progress. However, this condition requires
an environment in which free economic management is realized, and it will be
achieved through economic freedom. In this regard, paying attention to the ef-
fect of institutions on GDP is necessary. Also, acording to the Solow, Lucas, and
Barro models, the reason for the differences in countries’ GDP per capita is that
wealthy countries have invested more in raising social and economic freedom,
creating human and physical capital, and developing education and research and
technology.
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