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Abstract

The inequality is a major challenge to economic development. Regional inequality
usually happens in resources, activities, population and production, so that each fac-
tor strengthens other factors, expands the cycle of regional inequality and causes
economic, social and political damages across the regions. Although economic poles
may be formed in the process of eliminating regional inequalities in the country and
may improve inequality indicators in the short-term, the ignorance of the polariza-
tion process and lack of growth overflow to less developed regions in the long-term
will exacerbate increasing regional inequalities. In this paper, polarization is meas-
ured by using Wolfson index and Duclos, Esteban, and Ray index, and income ine-
quality is calculated by Gini coefficient, Atkinson, logarithm -variance and variance-
logarithm of incomes and dispersion index in the Iranian economy during 2000-
2016. Then, the causal relationship between polarization and income inequality is
examined by Toda-Yamamoto Causality test. According to the findings, the process
of polarization in the Iranian economy reduces income inequality among the prov-
inces. This result is more prominent with the Duclos, Esteban, and Ray polarization
index than the Wolfson index. Therefore, growth poles should be formed in the
provinces according to the potentials and spatial planning of each province, and in
order to prevent increasing regional inequality, the growth of economic poles should
be shifted to more deprived areas using growth transfer mechanisms such as tax
tools.
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