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Abstract

The main objective of this paper is to determine the important factors affecting poverty and
income inequality in rural areas of Iran. For this purpose, it has been attempted to evaluate the
significant factors influencing poverty and income inequality in rural areas of Iran using Bayesian
econometric methods over the period 1363-1400. In this context, the Gini coefficient and the
ratio of the expenses of the top two deciles (the rich) to the bottom two deciles (the poor) have
been utilized as indicators of income inequality, while the share of food expenses in total
household expenses has been used as a measure of poverty.

The empirical results of income inequality models confirm the Kuznets hypothesis in rural areas
of Iran. According to this hypothesis, the impact of per capita income on both income distribution
indicators follows an inverted U-shaped curve. Additionally, the results show that variables such
as inflation rate, exchange rate and average age of the rural population had a negative and
significant influence on income distribution in rural areas. On the other hand, variables like
degree of urbanization, degree of economic openness, and growth rate of bank facilities allocated
to the agricultural sector do not significantly affect income distribution.

The empirical results of the poverty model (Engel coefficient) indicate that among the variables
considered in the model, exchange rate, inflation and aging of the population have positive and
significant effect on rural poverty. Conversely, variables such as average age, economic
openness, and urbanization have a negative and significant impact on rural poverty. The growth
rate of bank facilities allocated to the agricultural sector and per capita income of the agricultural
sector do not significantly affect poverty levels.
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