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Abstract  Macroeconomic instability refers to fluctuations in key economic
variables arising from factors such as inflation, recessions, and exchange
rate volatility. Achieving stability across economic dimensions is among the
primary objectives of national policymakers, while economic welfare remains
a central concern for societies. In recent years, Iran has experienced a
noticeable decline in various welfare rankings, underscoring the relevance of
this issue. Accordingly, this study investigates the impact of macroeconomic
instability on economic welfare in Iran over the period 1978-2022. Two
measures of macroeconomic instability—based on ARCH-GARCH and
Gelzakas indices—are employed, and the models are estimated using an
autoregressive distributed lag approach. Descriptive results indicate that
average economic welfare during the study period was 40.3 out of 100, with
the highest level observed during the Fifth Development Plan. Among the
instability measures, the Gelzakas index exhibited the highest average value
at 0.46 percent. The empirical findings show that macroeconomic instability,
as measured by both indices, exerts a negative effect on economic welfare
in both the short and long run. In contrast, economic growth and per capita
income have positive and statistically significant effects on welfare, while
inflation and unemployment adversely affect it. Based on these results,
the study recommends that policymakers prioritize reducing fluctuations in
macroeconomic instability variables in order to enhance economic welfare
in Iran.
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