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Abstract

Poverty reduction remains one of the most significant development challenges
worldwide, particularly in developing countries. This study aims to examine
the effect of government expenditure on poverty and income inequality in
Iran. The research uses annual data for the period 1991-2023 (1370-1402
in the Iranian calendar), sourced from the World Bank and the Central
Bank of Iran. Due to limitations in the availability of consistent and direct
poverty indicators, the Gini coefficient is used as the primary measure of
income inequality. To analyze the relationship between inequality and key
macroeconomic variables—including government expenditure, inflation rate,
oil revenues, and gross domestic product—the Autoregressive Distributed Lag
(ARDL) model is employed. This approach allows for the simultaneous
estimation of both short-run and long-run dynamics. The results indicate
that increased government spending, oil revenues, and economic growth
significantly reduce income inequality and, by extension, poverty. In contrast,
inflation has a positive and significant effect on inequality, suggesting that
rising prices may exacerbate income disparities. The findings offer valuable
insights for designing effective fiscal and redistributive policies aimed at
reducing inequality and supporting vulnerable populations.
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