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Abstract

¢ Introduction: Fair distribution of income in the society is necessary as an
: important factor for increasing social welfare and raising productivity in the
¢ country. In this article, in a practical way, while extracting the status of income
. distribution in the form of three Generalized Gini coefficient indicators,
: emphasizing the role of the rich and the poor, the effect of macroeconomic
¢ variables on income inequality in the rural areas of the country's provinces were
: studied using the Quantile panel approach.

¢ Method: In this paper, using household income-expenditure information, the
: Gini coefficient and the generalized Gini coefficient are calculated in the 2006-
: 2019, and then using the Quantile panel regression method and specifying two
. relationships, to investigate the effects of taxes, government expenses, gross
: domestic product and financial development are discussed on income
: distribution in the rural areas of Iran's provinces.

© Results: The results of this research indicate that increasing the tax rate in rural
: areas, if the distribution of income among the rich is not appropriate, can
. improve the mentioned distribution. But the government's expenses in general
¢ cause the distribution of income in favor of the poor, which is not significant
: when these expenses are divided into current and construction expenses. Also,
¢ the economic policy maker can use indirect tax as a tool to stabilize the income
: distribution in a favorable situation. In the end, the effect of financial
: development is different according to the state of income distribution in rural
. areas and Kuznets hypothesis is not confirmed in rural areas.

: Conclusion:  According to the findings of this study, the effect of
: macroeconomic variables on the distribution of income in the rural areas of the
: country is different according to the conditions of the mentioned distribution and
¢ which strata of the society are prioritized, and the economic policy maker applies

economic tools to Improving income distribution should take into account the
mentioned conditions.
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Extended Abstract

Introduction:

The purpose of this study is to investigate the factors
affecting income distribution in urban areas of 30
provinces of Iran during the period 2006-2019. To
determine the income distribution index, we use
three indices of the Gini coefficient, generalized
Gini coefficient with emphasis on the role of the
poor, and generalized Gini coefficient with
emphasis on the role of the rich. In addition, two
models have been considered to investigate the
factors affecting income distribution. In the first
model, the effect of tax rates, government
expenditures, GDP per capita, its square and
financial development index on income distribution
are examined. In the second model, along with other
variables, the effect of the ratio of direct and indirect
taxes to tax revenues and the ratio of current and
development payment to GDP on income
distribution are s examined. The distinctive feature
of this work, along with a comprehensive study of
the factors affecting income distribution, is the use
of different indicators of the income distribution.
This issue is helped policymakers set of income
distribution policies to their goals and priorities for
the rich and the poor.

Material and Method:

According to the review of theoretical literature and
backgrounds (studies such as Martins et al., Oberatin
et al., Manolova, etc.), in this research, in order to
investigate the effect of financial policies, economic
growth and financial development index from two
models as follows It is used:

inequlity;, = a, + a;tax;, + a,gogi: + azyi, +
a4yt + asfdic + &¢

inequlity;; = ag + a;Dtax;; + a,ltax;; +

a;Cgogie + 2,008 + asyie + agyit + asfd;e + ¢
In these relationships, the inequality variable
represents the income distribution index, and in this
research, the Gini coefficient index and the
generalized Gini coefficient have been used for the

indicated variable. In model (1) variable tax, tax
ratio. It shows the GDP in the i-th province in the
time period t.gogi: shows the ratio of total current
and construction expenses of the government to
GDP, yit per capita income and i square of per
capita income in province i and in time period t.
Also, fdi; expresses the ratio of the balance of total
bank facilities to GDP, which is considered as an
indicator for financial development in this research.
In the second model, the two variables Dtaxi: and
Itaxi; are the ratio of direct taxes to GDP and the ratio
of indirect taxes to GDP respectively, and the two
variables Cgogi: and Ogogs: are the ratio of current
costs to GDP and the ratio of construction costs to
GDP respectively. It shows in the i-th province and
in the time period t.
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Findings

The purpose of this study is to investigate the factors
affecting income distribution in the rural areas of
Iran's provinces. For this purpose, the data of 30
provinces of the country were used in the period of
2015-2018. First, by using the household income
and expenditure data of the rural strata of the
provinces of the country, the generalized Gini
coefficient indices with emphasis on the role of the
rich, the Gini coefficient index, the Gini coefficient
index with the emphasis on the role of the poor have
been calculated. The research results show that,
increasing the tax rate in general in rural areas only
when the distribution of income is not in a good
condition will improve the distribution in favor of
the poor. But if the tax effects are divided into direct
and indirect taxes, it can be concluded that the
increase of direct taxes when the distribution of
income is in a favorable situation, causes the
distribution to deteriorate to the detriment of the
rich, and has no significant effect in other
conditions. The results show that indirect taxes,
when the distribution of income in the rural society
is appropriate, will improve the said distribution as
much as possible. The increase in government
expenses generally causes the distribution of income
in favor of the poor, which is not significant when
these expenses are divided into current and
construction expenses.

Also, the effect of Kuznets for the rural community
is not confirmed in this study.

In rural areas, the ratio of the balance of facilities to
GDP, when the income distribution has suitable
conditions, causes the said distribution to
deteriorate. But in a situation where income
distribution is not  appropriate,  financial
development has had a favorable effect on income
distribution

Discussion

In rural areas, Gini coefficient index and generalized
Gini coefficient in two levels (V=2) and (V=3) and
when the income distribution is not fair, the ratio of
government expenses to GDP improves the income
distribution. Also, in the first and second deciles,
where income inequality is in a good condition, in
the normal Gini coefficient, the ratio of current
government expenses to GDP significantly worsens
the income distribution (in the normal Gini
coefficient) in rural areas. And the ratio of
construction costs to GDP has no significant effect
on income distribution in rural areas. The effect of
the financial development index in the initial deciles
of income distribution (first to third) has a positive
and significant effect on income distribution, but in
the last deciles these effects were negative and
significant. In other words, in rural areas, the ratio
of the balance of facilities to GDP, when the income
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distribution has suitable conditions, causes the said pay attention, he should use different tools.

distribution to deteriorate.
Ethical Considerations
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