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Abstract

Income inequality remains a critical issue in Iran’s economy, exacerbating poverty,
reducing investment, and threatening social stability, necessitating a thorough
investigation of its determinants. This study examines the impact of the misery index (a
composite of inflation and unemployment) on income inequality in Iran over the period
1981-2022, employing machine learning and deep learning algorithms implemented via
Python and Google Colab, with the Shapley Additive Explanations (SHAP) method for
data analysis. Findings reveal that the misery index, foreign direct investment, economic
openness, and government size positively and significantly affect income inequality,
increasing the income gap, while urban population growth has a negative effect,
contributing to reduced inequality. Given Iran’s unique economic conditions, including
high inflation and sanctions, the study recommends that the government implement
supportive policies such as raising the minimum wage, providing targeted subsidies to
lower-income deciles, and creating sustainable employment opportunities to reduce
income inequality. These measures can enhance the purchasing power of low-income
groups and promote social justice.
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