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Abstract

In this paper, I study the inflation inequality across different income
deciles of the Iranian economy for the years 1374-1398. The results show
that the different pattern of household purchases in different income deciles
and the difference in their response to inflation is an important factor in
creating inflation inequality. The heterogeneity in household purchases
causes the rate of inflation inequality between the rich and the poor to
increase by 12 percent per unit of average inflation.

High-income households by changing their consumption baskets are
able to reduce the adverse effects of inflation by 5%. On the other hand, low-
income families face higher inflation rates by up to 4% because of an
increase in their consumption of essential goods. As a result, for every unit
of average inflation increase, the rate of inflation inequality felt by
households increases by up to 20% compared to the previous case. In other
words, the response of households to inflation causes a 66% increase in
inflation inequality per unit of average inflation.

Also, the evidence suggests that the difference in the inflation across
provinces causes, firstly, the rate of inflation inequality per unit increase in
average inflation to increase significantly compared to the case where
provincial heterogeneity was not considered; Second, inflation inequality is
observed within each decile.
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