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The Impact of Ethnic, Religious, Geographic and Economic Factors
on the Income Inequality in Iran
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Abstract

This study examines the effect of belonging to Persian and non-Persian ethnic groups,
Shia and Sunni religious sects of Islam, living in border or non-border provinces
and being oil and natural gas producer province on the income inequality in Iran.
The results show there are a significant relation between ethnicity, religion and the
location of provinces and inequality,; regarding income per capita belonging to Persian
ethnicity and Shia religion along with locating in the center of Iran are advantage
while existence of oil and gas resources in a province do not bring about high income
per capita. A comparative analysis of changes in income per capita of provinces or
province groups with the oil revenues attests on low impact of oil incomes fluctuations
on income inequality in Iran.
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Structured Abstract

Iran has a peculiar demographic structure and an economy based
on oil revenues and wide government interventions. Both natural
resource revenues and government interventions can facilitate
rent-seeking contributions which in turn would bring about two
significant consequences. Firstly, rivalry over existing resources
can supplant growth goals. Secondly, more powerful groups can
affect processes and institutional conditions to grab larger pieces
of cake and become more privileged group. According to the rent-
seeking theories these contributions can waste sources of society
as a whole and improve welfare and income of some groups in
expense of vulnerable groups. Therefore, in addition to inverse
effect on growth rates rent-seeking can affect wealth distributions
and income inequalities among different groups. On the other
hand neo-classical growth models claim that in presence of capital
flow and due to decreasing returns to capital, automatic forces of
market can eliminate income inequality in long run. To sum up
these approaches claim that automatic forces of market facilitate
regional income equality while rent-seeking and government
intervention can pave the way for more income disparities in the
society.

This study aims to explore trends of income per capita
in provinces and province groups formed according to the
geographical and identical features of Iran. Furthermore, the study
reveals how factors like rent-seeking, intervention and decreasing
returns to capital served to change income gap among different
groups in Iran. Finally, it shows whether there are any trends in
income inequality of different social groups during studied period.

Exploiting a descriptive analytical method the study analyzes
the ratio of reel non-oil income per capita of 28 provinces of Iran
on non-oil income per capita of the country (Provinces’ ICCI
ratio) during 2000-2013. Four provinces are producer of natural
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gas and oil in Iran. Oil and gas revenues are excluded because the
revenues of these ‘national resources’ cannot directly be allotted
to producer provinces, rather governments are responsible for
redistribution of gas and oil revenues. In the second step statics
of the book entitled The Project for Analyzing and evaluating the
Indexes of Public Culture of Iran exploited to determine ethnic
and religious structure of any provinces. Considering these
features provinces involved in different groups. Then trends of
the population-weighted ICCI ratio of groups examined and
compared with each other.

The results of the study show that province of Iran can be
divided to three groups in terms of income per capita trends:
firstly, a group which involves provinces with ICCI ratios above
the country’s income per capita, secondly, a group composed of
provinces with ICCI ratios below the country’s income per capita
and a third group consisted of provinces which their ICCI ratios
fluctuate around the country’s income per capita. Findings of the
research show that the first group composed of provinces with
Shia and Persian majority and most of them located in the central
parts of Iran. All province with Sunni religion, Turk and Kurd
ethnic, majority of other non-Persians and border provinces form
the second group. The third group composed of provinces with
various identity and geographical structures except Sunnis, Turks
and Kurds. Furthermore, some provinces show significant trends.
Firstly, Sistan ve Baluchestan, a border province with Sunni and
ethnic minority structure, used to be the poorest provinces of Iran
and could not break this poverty circle. Secondly, being an oil
producer could not improve non-oil income per capita of these
provinces except to Bushehr. Thirdly, ICCI of Bushehr shows
striking increases since 2004 which can be related to investment
in province’s natural gas resources. Fourthly, East Azerbaijan is
the only province with continually decreasing ICCI during 2000-
2013.
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Province groups’ ICCI ratios show that they who have Persian
and Shia identity and live in non-border provinces are more
privileged in average. Also during studied 14 years all privileged
groups succeeded to maintain their status and unprivileged ones
could not break the poverty circle. A comparative analysis of
changes in income per capita of provinces or province groups with
the oil revenues attests on low impact of oil incomes fluctuations
on income inequality in Iran.

The results show there are a significant relation between
ethnicity, religion and the location of provinces and inequality;
regarding income per capita belonging to Persian ethnicity
and Shia religion along with locating in the center of Iran are
advantage while existence of oil and gas resources in a province
do not bring about high income per capita. Also lasting disparities
among different social groups reveal that neo-classic hypothesis
about automatic adjustments in income gaps are not consistent
with Iranian realities or are offset by other factors including rent-
seeking and interventions.
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