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Investigating the Trend of Provincial Income Inequality
and the Effect of Allocating Provincial Budget Funds on
it
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Abstract

The phenomenon of regional inequality and its occurrence in recent decades has
prompted policymakers and economic planners to define more appropriate
responsibilities for governments to reduce inequality. Therefore, calculating inequalities
and identifying the factors affecting regional income inequality and adopting effective
policies by planners to improve the balance between regions is extremely important.
Therefore, in this study, using the fully modified least squares econometric method, the
model of provincial income inequality during the period (2005-2008) of the provinces of
Iran has been estimated. The results show that in the long run, inequality in the
allocation of funds for provincial current expenditures, appropriations for the acquisition
of provincial capital assets, and finally the allocation of funds for the entire provincial
budget, intensifies inequality in the distribution of income of provinces. Increasing
economic prosperity in the country also reduces inequality between regions, Although
increasing inflation enhances this inequality. Therefore, in addition to economic
prosperity and controlling inflation economic policy makers should reduce the existing
inequality in the allocation of budget funds between the provinces in order to reduce the
income inequality gap between the provinces of Iran.
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