Archive of SID.ir

Investigating the Relationship between Income
Inequality, Urbanization, and Economic Growth
in Provinces of Iran

Elham Nobahar' enobahar@tabrizu.ac.ir
Hossein Panahi? panahi@tabrizu.ac.ir
Zahra Mehri®

Received: 27/Jun/2022 | Accepted: 13/Jun/2023

Abstract One of the main goals of economic policy-makers is to
realize a fair and proper distribution of income in society. Regarding the
importance ofthisissuein Iran and the unfavorable situation ofincome distribution
indicators in its provinces, this study attempts to investigate the relationship
between income inequality, urbanization, and economic growth in the provinces
of Iran for the period of 2006-2019. Accordingly, to study such a relationship,
two approaches have been conducted; First, the causal relationship between
income inequality, urbanization, and economic growth was investigated using
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the method of Dumitrescu-Hurlin (2012). Then, to complete the discussion and ,'L

determine the impact of urbanization variables and GDP on income inequality, ;_|
the income inequality model was estimated by considering the spatial structure ﬁ ©
and accounting for two variables of urbanization and GDP per capita and - Y
several control variables using the spatial econometric approach. The results 21 £
of the Dumitrescu-Hurlin causality test indicate the existence of a one-way - S
causal relationship from urbanization to income inequality and the existence ] o
of a two-way causal relationship between GDP and income inequality in the P, =
Provinces of Iran. The results of estimating the model using the spatial panel < =
approach show that the variables of urbanization rate, GDP per capita, and % 2
literacy are the most important variables affecting the income inequality of the ® o
provinces of Iran. Q
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