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Previously, several studies have investigated the relationship between inflation
and income inequality. However, the main purpose of this research is to show
that the unpredictability of inflation or the so-called uncertainty of inflation can
also cause income inequality because the weak sections of society make wrong
economic decisions due to not having capital market tools at their disposal when
the economic situation is turbulent. In this study, the effect of inflation
uncertainty on income inequality in Iran from 1971 to 2021 was investigated. First,
inflation uncertainty was calculated using the GARCH model and inflation data,
and then the effect of inflation uncertainty on income inequality was estimated
in the form of Autoregressive Distributed Lag (ARDL) and Nonlinear
Autoregressive Distributed Lag (NARDL). The results indicate that in linear ARDL,
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Coefficient, ) inflation uncertainty does not have a significant effect on income inequality in
Alllto?egresswe the long run, but in NARDL, inflation uncertainty has a positive and significant
?1str1buted Lag (ARDL), effect on income inequality in the long term. When uncertainty or inflation
ran.

fluctuations decrease, income inequality in Iran decreases. This point is the main
finding of this study. On the other hand, the increase in uncertainty has not had
a significant effect on income inequality.
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1. Introduction

Income inequality and poverty are some of
the most important characteristics of
developing or underdeveloped countries.
From Golob's (1994) point of view,
uncertainty about future inflation is one of
the most important inflation costs. This
uncertainty of inflation  disrupts
businesses and consumer decisions,
causing a decrease in economic well-being
in society. The uncertainty of future
inflation  increases when inflation
increases. The unstable atmosphere in
macroeconomics is one factor that
increases income inequality, the most
important and obvious of which is
unemployment and high inflation in the
past years. Unemployment causes income
inequality, and high inflation causes
inflation uncertainty in the
macroeconomy (Biranvand et al., 2020).
Inflation uncertainty affects income
inequality in various ways, usually indirect
and asymmetric.

Zaroki et al. (2022) believe that inflation
has a direct and coordinated effect, and
the unemployment rate has an inverse and
inconsistent effect on income inequality.
Theophilopoulou (2022) believes that
uncertainty shocks have a heterogeneous
effect on income distribution, considering
that rich households get most of their
income from investment, and a large
amount of their income decreases in
periods of higher uncertainty. It is found
that, as a result, economic uncertainty
suppresses the income growth of high-
and middle-income groups. In a study,
Shadmehri et al. (2023) found that
economic uncertainty has a negative
effect on income, wealth, and consumer
spending. From the point of view of Lin
and Kim (2023), unanticipated inflation

can cause a difference in real income
distribution between workers and
employers, so income inequality increases.

According to the review of domestic
and foreign research, most of the studies
are related to the relationship between
inflation and income inequality, inflation
and unemployment, inflation and
uncertainty of inflation, instability or
uncertainty of the economy, and
inequality of income distribution.
Although inflation uncertainty is a part of
macroeconomic uncertainty, and
macroeconomic instability and
macroeconomic uncertainty are closely
related, research on the effect of inflation
uncertainty on income inequality in Iran
has not been done specifically.

2. Methodology

In this research, the auto-regression
model with distributional intervals was
used in both symmetrical and
asymmetrical ways. The autoregression
method with nonlinear distribution breaks
investigated and analyzed the asymmetry
in the short-term and long-term
relationship between the variables and
modeled the asymmetry between the
variables.

3. Findings

In this study, the effect of inflation
uncertainty on income inequality from
1971 to 2021 was investigated. The results
indicate that in linear ARDL, inflation
uncertainty does not have a significant
effect on income inequality in the long run,
but in NARDL, it has a positive and
significant effect on income inequality in
the long term. When uncertainty or
inflation fluctuations decrease, income
inequality in Iran also decreases. This
point is the main finding of this study. On
the other hand, the increase in uncertainty
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has not had a significant effect on income
inequality.

4. Results

The result of this research indicates that in
Iran, income distribution is dependent on
per capita production and inflation
uncertainty when it decreases, but income
distribution is not dependent on economic
growth, and the increase in economic
growth cannot be considered the cause of
increasing  inequality in income
distribution. Economic growth and
inflation in Iran from 1971 to 2021 lacked
stability and many fluctuations, creating
an uncertain atmosphere in the country.
This uncertainty about the future has a
different effect on people in the labor
force who have less inheritance or savings
than economic agents or the wealthy who
have savings. This is because in uncertain
conditions, capitalists are more risk-

, 2024, 19(42): 93-114.

averse, but the labor force becomes more
risk-averse than before and is less satisfied
with benefits for a fixed income, so this
process increases the class gap between
the rich and the poor and over time, the
strata in the middle-income group will
disappear.
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! Structural Vector Autoregressive (SVAR)
2Kim & Lin
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