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Iran has been facing various sanctions for many years. A study of macroeconomic indicators
shows that these sanctions have had negative effects on various economic and social areas of Iran.
In this study, we have examined the impact of sanctions on household welfare. For this purpose,
in the framework of three scenarios of a 60, 65, and 70 percent reduction in oil exports, the effects
of sanctions on Iran's welfare have been examined based on the equivalent change index and its
components using a dynamic computable general equilibrium model. The results obtained show
that the imposition of sanctions has caused a decrease in welfare based on the EV index in Iran,
and the continuation and intensification of sanctions has increased the rate of decline in welfare in
Iran. Also, the welfare components of "allocation efficiency", "capital ownership benefits",
"savings-investment relationship”, "demographic changes" and "exchange relations" have been
the components that have had the greatest effect on reducing the welfare of EV equivalent changes
in Iran due to sanctions, and the components of "technological changes" and "non-accumulating
endowments" under the influence of the imposed sanctions have not only not reduced welfare but
have improved it. According to the results obtained, policy recommendations such as; "efforts to
reduce the severity of sanctions and completely remove them", “reducing production costs",
"adopting non-inflationary methods to compensate for the welfare shortcomings of households”,
etc. have been proposed to increase welfare in Iran.
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1. Equivalent Variation (EV)
2. Compensating Variation (CV)
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1. Legatum Prosperity Index
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1. Trade Sanctions
2. Financial Sanctions
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Appendix: Code for Decomposing Welfare in the GDyn Model Welfare is
EV(r) = CNTdpar(r) + CNTalleffr(r) + CNTtotr(r) + CNTcgdsr(r) +CNTendwnar(r) +
CNTfeqyr(r) + CNTtechr(r) + CNTpopr(r)

where:

Contribution due to changes in preferences is:

CNTdpar(r) = —[01/0 * UTILELASEV(r) * INCOMEEV(r)] *
[DPARPRIV(r) * loge(UTILPRIVEV(r)/UTILPRIV(r)) * dppriv(r)

+ DPARGOV(r) * loge(UTILGOVEV(r)/UTILGOV(r)) * dpgov(r)

+ DPARSAVE(r) * loge(UTILSAVEEV(r)/UTILSAVE(r)) * dpsave(n)];
Contribution due to changes in allocative efficiency is:

CNTalleffr(r) = [01/0 « EVSCALFACT(r)] *

[sum(i,NSAV COMM, PTAX(i,r) * [qo(i,r) — pop(r)])

+ sum(i, ENDW COMM, sum(j,PROD COMM,ETAX(i,j,r) *

[afe(i,j,r) — pop(r)]))

+sum(i, TRAD COMM, sum(j,PROD COMM,IFTAX(i,j,r) *
[qfm(i,j,r) = pop(r)]))

+sum(i, TRAD COMM, sum(j,PROD COMM,DFTAX(i,j,r) *
[qfd(i,j,r) — pop(r)]))

+ sum(i,TRAD COMM, IPTAX(i,r) * [gpm(i,r) — pop(r)])

+sum(i, TRAD COMM, DPTAX(i,r) * [qpd(i,r) — pop(r)])

+sum(i, TRAD COMM, IGTAX(i,r) * [agm(i,r) — pop(r)])

+ sum(i,TRAD COMM, DGTAX(i,r) * [qgd(i,r) — pop(n])

+ sum(i,TRAD COMM, sum(s,REG, XTAXD(i,r,s) *

[qxs(i.r,s) = pop(r)]))

+ sum(i,TRAD COMM, sum(s,REG, MTAX(i,s,r) *

[qxs(i.s.r) — pop(M)])];

Contribution due to changes in terms of trade is:

CNTtotr(r) = [01/0 * EVSCALFACT(r)] *

[sum(i, TRAD COMM, sum(s,REG, VXWD(i,r,s) * pfob(i,r,s)))

+ sum(m,MARG COMM, VST(m,r) * pm(m,r))

—sum(i, TRAD COMM, sum(s,REG, VXWND(i,s,r) * pfob(i,s,r)))
—sum(m,MARG COMM, VTMD(m,r) * pt(m))];

Contribution due to changes in price of investment goods relative to the
saving goods (type of terms of trade effect) is given as:

CNTcgdsr(r) = [01/0 * EVSCALFACT(r)] *

[NETINV(r) * pcgds(r) — SAVE(r) = psave(r)];

Contribution due to changes in nonaccumulable endowments is:
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CNTendwnar(r) = [01/0 * EVSCALFACT(r)] *

[sum(i, ENDWNA COMM, VOA(i,r) * [qo(i,r) — pop(ND]I;
Contribution due to changes in capital ownership is:

CNTfeqyr(r) = [01/0 * EVSCALFACT(r)]

[sum(i,ENDWC COMM, VOAC(i,r) * [qo(i,r) — pop(r)])

— VDEP(r) * [gk(r) — pop(1)]

+ YQHTRUST(r) * (yaht(r) — pop(r))

— YQTFIRM(r) * (yqtf(r) — pop()I;

Contribution due to changes in technology is:

CNTtechr(r) = [01/0 * EVSCALFACT(r)] *

[sum(i,PROD COMM, VOA(i,r) * ao(i,r))

+ sum(j,PROD COMM, VVA(],r) * ava(j,r))

+sum(j,PROD COMM, sum(i,ENDW COMM, VFAC(ij,r) * afe(i, j, )))
+sum(j,PROD COMM, sum(i, TRAD COMM, VFAC(i,j,r) * af(i,j,r)))
+ sum(m,MARG COMM, sum(i,TRAD COMM, sum(s,REG,
VTMFSD(m,i,s,r) * atmfsd(m,i,s,r))

+ sum(i,TRAD COMM, sum(s,REG, VIMS(i,s,r) * ams(i,s,)))];
Contribution due to changes in population is:

CNTpopr(r) = 01/0 * INCOMEEV(r) * pop(r)
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