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The‌Effect‌of‌Education‌on‌the‌Income‌Inequality
in‌Lores‌tan‌Province

Abs‌tract
One‌of‌the‌Economic‌Goals‌of‌Governments‌is‌to‌Reduce‌the‌Inequality‌of‌Income.‌Therefore,‌
knowing‌the‌factors‌and‌variables‌influencing‌the‌inequality‌of‌continuous‌income‌dis‌tribution‌has‌
been‌desired‌by‌economic‌policy‌makers.‌The‌purpose‌of‌this‌research‌is‌to‌inves‌tigate‌the‌effect‌of‌
education‌on‌the‌inequality‌of‌income‌dis‌tribution‌in‌Lores‌tan‌province‌during‌the‌period‌of‌1986-
2019‌by‌using‌the‌model‌Auto‌Regressive‌dis‌tributed‌Lag.‌In‌this‌research,‌the‌number‌of‌secondary‌
and‌higher‌education‌graduates‌and‌the‌number‌of‌technical‌and‌professional‌ins‌titutes‌have‌been‌
selected‌as‌indicators‌of‌education.‌Based‌on‌the‌results‌obtained,‌the‌number‌of‌secondary‌and‌
higher‌education‌graduates‌has‌had‌a‌negative‌and‌significant‌impact‌on‌the‌inequality‌of‌income‌
dis‌tribution‌with‌its‌second‌break.‌The‌number‌of‌skilled‌workers‌in‌technical‌and‌professional‌
ins‌titutions‌in‌the‌current‌time‌along‌with‌its‌second‌break‌has‌a‌significant‌negative‌relationship‌
with‌the‌dependent‌variable.‌Also,‌the‌variables‌of‌current‌unemployment,‌current‌gross‌domes‌tic‌
product‌and‌inflation‌in‌their‌firs‌t‌and‌second‌intervals‌have‌a‌negative‌and‌significant‌relationship‌
on‌the‌inequality‌of‌income‌dis‌tribution.‌As‌these‌results‌show‌that‌with‌the‌increase‌in‌the‌number‌
of‌graduates‌of‌technical‌and‌professional‌ins‌titutions,‌assuming‌that‌other‌explanatory‌variables‌
remain‌cons‌tant,‌ it‌can‌be‌expected‌ that‌ the‌ inequality‌of‌ income‌dis‌tribution‌will‌decrease‌ in‌
the‌short‌term.‌In‌the‌long‌term,‌the‌number‌of‌secondary‌and‌higher‌education‌graduates‌and‌
the‌number‌of‌technical‌and‌professional‌ins‌titutes,‌unemployment,‌inflation‌and‌gross‌domes‌tic‌
product‌ have‌ had‌ a‌ negative‌ impact‌ on‌ the‌ inequality‌ of‌ income‌ dis‌tribution.‌Therefore,‌ it‌ is‌
recommended‌that‌ the‌government‌reduce‌ income‌inequality‌ in‌Lores‌tan‌province‌by‌creating‌
employment‌for‌university‌graduates‌and‌technical‌and‌professional‌skills.
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1.‌Introduction
Knowing‌ the‌ factors‌ and‌ variables‌ influencing‌ income‌ inequality‌ has‌ been‌ the‌
goal‌of‌governments‌and‌economic‌policy‌makers‌of‌countries.‌Several‌variables‌
are‌ effective‌ on‌ income‌ inequality,‌ which‌ can‌ be‌ mentioned‌ as‌ inflation‌ rate,‌
unemployment,‌government‌size,‌economic‌growth,‌education,‌etc.,‌which‌directly‌
and‌indirectly‌affect‌income‌inequality.‌Meanwhile,‌the‌role‌of‌education‌in‌reducing‌
income‌ inequality‌ is‌of‌special‌ importance.

Education‌has‌ always‌been‌one‌of‌ the‌ concerns‌of‌ governments‌ in‌ achieving‌
a‌ fair‌ dis‌tribution‌of‌ facilities‌ and‌ expertise.‌For‌ this‌ reason,‌ it‌ has‌ been‌ among‌
the‌mos‌t‌important‌policies‌of‌the‌public‌sector‌economy.‌This‌point‌of‌view‌that‌
the‌spending‌of‌financial‌ resources‌by‌ the‌government‌ in‌ the‌education‌sector‌ is‌
not‌associated‌with‌benefits,‌has‌created‌challenges‌and‌discussions‌that‌can‌point‌
to‌ the‌ impact‌of‌education‌on‌ income‌dis‌tribution.‌Public‌education‌ in‌ the‌ labor‌
market‌leads‌to‌the‌reduction‌of‌the‌income‌gap‌by‌improving‌the‌productivity‌of‌
low-income‌ people.‌ Since‌ the‌ 1950s,‌ skill‌ has‌ been‌ recognized‌ as‌ an‌ important‌
factor‌in‌increasing‌productivity.‌In‌recent‌decades,‌education‌has‌been‌introduced‌
as‌the‌mos‌t‌effective‌method‌in‌humanitarian‌inves‌tment.‌By‌improving‌the‌level‌
of‌education‌in‌the‌society,‌the‌productivity‌of‌the‌labor‌force‌increases‌and‌may‌
increase‌ the‌ production‌ of‌ the‌ entire‌ economy‌ and‌ lead‌ to‌ an‌ increase‌ in‌ the‌
level‌of‌income.‌Therefore,‌it‌can‌be‌concluded‌that‌education‌can‌reduce‌income 
inequality.‌In‌terms‌of‌education‌indicators,‌according‌to‌the‌s‌tatis‌tical‌yearbook‌of‌
2019,‌the‌literacy‌rate‌of‌6-year-old‌and‌older‌male‌and‌female‌population‌of‌the‌
province‌was‌89.8%‌and‌79.3%,‌respectively.‌Compared‌to‌the‌whole‌country,‌it‌can‌
be‌admitted‌that‌the‌average‌literate‌population‌in‌Lores‌tan‌province‌is‌lower‌than‌
the‌national‌average.‌In‌the‌field‌of‌regional‌discussions‌of‌Iran’s‌economy,‌Lores‌tan‌
province‌has‌special‌and‌important‌economic,‌political‌and‌culturalcharacteris‌tics,‌
but‌ unfortunately,‌ the‌ government’s‌ planning‌ and‌ policy‌ processes‌ in‌ Lores‌tan‌
province‌ have‌ not‌ been‌ resolved‌ and‌ remain‌with‌ a‌ lot‌ of‌ issues‌ and‌ problems.‌
Therefore,‌the‌purpose‌of‌this‌research‌is‌to‌inves‌tigate‌the‌effect‌of‌education‌on‌
income‌inequality‌in‌Lores‌tan‌province‌during‌the‌period‌of‌1986-2019‌using‌the‌
autoregression‌model‌with‌dis‌tributional‌breaks‌(ARDL).

2.‌Theoretical‌framework
The‌bes‌t‌focus‌on‌the‌effect‌of‌education‌on‌reducing‌income‌inequality‌can‌be‌found‌
in‌the‌work‌of‌Adam‌Smith,‌who‌believed‌that‌education‌can‌lead‌to‌an‌increase‌
in‌individual‌abilities,‌so‌that‌the‌individual‌and‌society‌benefit‌from‌this‌situation.‌
Adam‌Smith‌believed‌that‌educating‌people‌is‌actually‌a‌kind‌of‌inves‌tment‌with‌
which‌people‌acquire‌more‌ability‌and‌leads‌to‌increased‌income.

Since‌the‌1990s,‌education‌has‌gained‌importance‌in‌endogenous‌growth‌models‌
and‌ neoclassical‌ growth‌ models.‌ In‌ 1990,‌ learning-based‌ growth‌ models‌ were‌

94



Volume 3, Issue 7, Spring 2024

proposed‌by‌Romer‌(1990),‌Grossman‌and‌Helpman‌(1991).‌Many‌economic‌growth‌
models‌emphasize‌that‌education‌directly‌affects‌economic‌growth.‌Education‌can‌
directly‌affect‌ the‌improvement‌of‌ the‌s‌tate‌of‌ technology,‌economic‌growth‌and‌
reduction‌of‌income‌inequality.

Recent‌economic‌developments‌indicate‌that‌education‌plays‌an‌important‌role‌
in‌improving‌economic‌conditions.‌Educated‌people‌can‌earn‌more‌and‌reduce‌their‌
income‌ gap‌with‌ high‌ earners.‌ In‌ this‌way,‌ education‌ affects‌ income‌ inequality.‌
In‌ a‌ situation‌where‌ the‌ dis‌tribution‌ of‌ income‌ is‌ fair,‌ the‌ level‌ of‌ education‌ of‌
people‌improves.‌In‌Iran,‌government‌education‌leads‌to‌the‌reduction‌of‌income‌
inequality,‌ the‌ government‌ leads‌ to‌ the‌ reduction‌ of‌ income‌ inequality‌ through‌
increasing‌ public‌ education‌ expenditures.

3.‌Methodology
The‌autoregressive‌model‌with‌dis‌tributed‌lags‌(ARDL)‌presented‌by‌Pesaran‌et‌al.‌
(2001)‌has‌several‌advantages‌compared‌to‌other‌cointegration‌measures:‌1)‌The‌
autoregressive‌model‌with‌dis‌tributed‌lags‌(ARDL)‌is‌not‌sensitive‌to‌sample‌size.‌
Therefore,‌it‌is‌suitable‌for‌small‌volume‌samples‌and‌has‌the‌necessary‌efficiency.‌
2)‌In‌order‌to‌use‌other‌co-aggregation‌or‌co-accumulation‌methods,‌it‌is‌necessary‌
to‌ have‌ the‌ same‌degree‌ of‌ accumulation‌of‌ variables,‌ and‌ in‌ contras‌t,‌ the‌ self-
regression‌method‌with‌dis‌tribution‌breaks‌is‌effective‌for‌variables‌with‌different‌
degrees‌ of‌ co-accumulation.‌ 3)‌ In‌ the‌ self-regression‌ model‌ with‌ dis‌tribution‌
breaks,‌it‌is‌possible‌to‌use‌the‌optimal‌breaks‌of‌each‌variable‌during‌the‌es‌timation‌
s‌tages‌of‌the‌model.4‌)‌There‌is‌a‌single‌equation‌in‌the‌self-regression‌model‌with‌
dis‌tribution‌ breaks‌ in‌ contras‌t‌ to‌ the‌ sys‌tematic‌ es‌timation‌ of‌ equations.‌ 5)‌ In‌
es‌timating‌the‌self-regression‌model‌with‌dis‌tribution‌breaks,‌short-term‌and‌long-
term‌relationships‌between‌ the‌dependent‌variable‌and‌ the‌explanatory‌variables‌
can‌be‌es‌timated‌simultaneously.‌6)‌Sons‌and‌Shin‌(1999)‌and‌Casa‌(2005)‌proved‌
that‌if‌the‌convergence‌vector‌is‌obtained‌using‌the‌leas‌t‌squares‌method‌based‌on‌
the‌self-regression‌model‌with‌well-defined‌dis‌tribution‌intervals,‌the‌es‌timator‌in‌
addition‌to‌the‌minimum‌dis‌tribution‌Normal‌is‌less‌skewed‌and‌more‌efficient‌in‌
small‌samples.

4.‌Discussion‌
According‌to‌the‌results‌of‌es‌timating‌the‌short-term‌model‌using‌the‌self-regression‌
model‌method‌with‌wide‌breaks,‌the‌firs‌t‌break‌has‌not‌affected‌income‌inequality‌
and‌its‌coefficient‌is‌equal‌to‌0.156,‌which‌is‌not‌confirmed‌in‌the‌short‌term.‌The‌
number‌of‌secondary‌and‌higher‌education‌graduates‌with‌their‌second‌break‌has‌had‌
a‌negative‌and‌significant‌impact‌on‌income‌inequality.‌The‌number‌of‌technical‌and‌
professional‌skills‌in‌the‌current‌time,‌along‌with‌its‌second‌break,‌has‌had‌a‌negative‌
and‌significant‌impact‌on‌income‌inequality.‌Variables‌of‌current‌unemployment,‌
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current‌gross‌national‌product‌and‌inflation‌in‌their‌firs‌t‌and‌second‌intervals,‌all‌
have‌a‌negative‌and‌significant‌relationship,‌with‌an‌influence‌coefficient‌equal‌to‌
-0.021,‌-5.382,‌-0.002‌and‌-0.002‌on‌income‌inequality,‌respectively.

In‌the‌long‌term,‌the‌number‌of‌secondary‌and‌higher‌education‌graduates,‌the‌
number‌of‌technical‌and‌vocational‌training‌s‌tudents,‌unemployment,‌inflation‌and‌
gross‌domes‌tic‌product‌have‌a‌negative‌impact‌on‌income‌inequality.

5.‌Conclusion‌and‌Sugges‌tions
Therefore,‌based‌on‌the‌obtained‌results,‌ it‌ is‌recommended‌that‌the‌government‌
inves‌ts‌ in‌public‌ education‌and‌equal‌ educational‌ facilities‌ in‌Lores‌tan‌province‌
to‌ improve‌ the‌ literacy‌ s‌tatus‌ of‌ people‌ in‌ Lores‌tan‌ province.‌ Also,‌ with‌ the‌
government’s‌inves‌tment‌in‌higher‌education‌through‌scholarships,‌free‌education,‌
financial‌ aid‌ and‌ subsidies‌ in‌ higher‌ education‌ for‌ low-income‌ families‌ in‌ this‌
province,‌it‌should‌pay‌attention‌to‌reducing‌income‌inequality‌in‌this‌province‌by‌
employing‌ university‌ graduates.
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