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Abstract

One way to improve income distribution is to develop tourism. The
development of the tourism industry is important for developing
countries facing problems such as low per capita income and poor
income distribution. So, the main objective of this study is to examine
the effect of tourism development on income distribution in selected
provinces of Iran. In order to examine the effect of tourism
development on income distribution in selected provinces of Iran for
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the period 2011-2021, a panel method was used. The result of the
tourism index showed that tourism increases the Gini coefficient and
inequality in the provinces. The effect of exports, unemployment rate,
foreign capital, inflation rate, and per capita income on the Gini
coefficient have also been positively met. The per capita distance ratio
in the provinces of Iran has hurt income distribution, which shows that
the farther it is from the capital, the lower the Gini coefficient and the
fairer the income distribution.

Keywords: Tourism Development, Economic Growth, Income
Inequality

Introduction

Iran is considered as an important tourism hub in the world. Thanks to
its ancient culture, civilization, nature, and climate, this country can
be a major tourist attraction internationally. So, using tourism
capabilities, significant investment, and attention to this sector can be
crucial for this country’s economic growth and development (Sharifi-
Renani et al., 2009). Tourism can be introduced as an instrument for
income redistribution, particularly if it is regarded as the most
important government revenue service. Admittedly, allocating
tourism revenues to improve the welfare of low-income people is a
vital task for the government (Incera & Fernandez, 2015). Tourism
development, directly and indirectly, impacts on economic benefits;
however, most studies have considered its direct impacts, like
economic growth. Here, a question appears: ‘How does income earned
from entering tourists and creating employment due to tourism impact
income distribution?’

Methodology

Timespan was selected from 2011 to 2021 based on available annual
data, and the cross-section range of this research is 31 provinces of
Iran. This research uses panel data. Provinces and timespan were
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selected based on the availability and quality of data. It was chosen as
the base year in this research and the real data; otherwise, this year
was conceived. There are different indexes, such as Gini and
Atkinson, for investigating income inequality. The Gini index is the
most usable one in economic studies, and it has been used to measure
income inequality in this study. The income per capita (YP) based on
1395 has been obtained by dividing GDP by population, and the
variable of income growth per capita (GYP) has been obtained
through the change in GDP compared to the year before. Attracted
foreign investment (FDI) is a percentage of GDP. Export value (EXP)
expresses the value of exports from each province. (DS) is the
geographical variable of the research and shows the distance between
the province and Tehran. It was obtained by dividing the distance by
the population of each province. The rate (UNE) and inflation rate (P)
are other variables impacting income distribution that are considered
in this research. For the tourism index (TR), total trips for each
province were used, and finally, a dummy variable (DUMI) was used
for the removing period ( JCPOA period). Statistics related to TR and
Gl were extracted from the Iran statistics center?, those related to
UNE, EXP, FDI, GYP, and YP were extracted from the Ministry of
Economy?, and statistics related to inflation were extracted from the
central bank®. The following model has been used to investigate the
impact of tourism development on income distribution in selected
provinces of Iran. The following model has been used.

Gl = f(TRit, FDI;y, EXP;t,UNE;;,Y P, GY Py, DSyt Py, DUMlit)
In this model:

t: time

I: province

Gini index Gl

1 www.amar.org.ir
2 www.databank.mefa.ir
3 www.cbi.ir
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Tourism Index TR

Unemployment rate UNE

Inflation rate P

Export value EXP

Attracted foreign investment FDI

The variable of income growth per capita GYP
Income per-capita YP

Distance between the province and Tehran DS

Results

According to the significance obtained for the variables, it is clear that
most of the variables are significant at the 99 and 95% confidence
levels. The width from the origin of the model is positive and
significant. The adjusted coefficient of determination of the model
was 0.81 units, which shows the a good fit. Watson's camera statistic
is also at an acceptable level of 1.8. a interpretation of the results also
shows that tourism development positively and significantly affected
the Gini coefficient. This positive and significant impact of tourism
development on the Gini coefficient means that with the improvement
of tourism development in the provinces of Iran, the Gini coefficient
has increased, indicating the inequality of income distribution. The
effect of export on the Gini coefficient is also positive, but it is not
significant. The inverse of the unemployment rate has hurt the Gini
coefficient, which indicates a positive relationship with the Gini
coefficient, and it is clear that the higher the unemployment rate, the
higher the Gini coefficient. The relationship between the province's
attracted foreign capital and the Gini coefficient also shows a positive
relationship with the Gini coefficient, which indicates that the effect
of this variable on income distribution has made it unequal. The
inverse of the inflation rate also had an adverse effect, which indicates
a positive relationship between inflation and the Gini coefficient. In
other words, inflation has increased the Gini coefficient. Per capita
income has positively affected the Gini coefficient in Iran's provinces,
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which shows that the distribution is unequal with the increase in per
capita income. The per capita distance ratio in Iran's provinces has
hurt income distribution, which shows that the greater the distance
from the capital, the lower the Gini coefficient and the more equitable
income distribution.

Discussion

The need to pay attention to creating employment and reducing the
unemployment rate in order to reduce income inequality
We need to examine the dual relationship between economic growth
and income inequality and explain economic growth policies by
considering their increasing effect on income inequality.

There is a need to change and clarify tourism development policies
by considering the target community of poor people to have a positive
effect of tourism on income inequality.

Drafting and revising the export policies of the provinces by reflecting
the positive effect of exports in the process of reducing the income
gap

Enacting laws to attract new investments, influence different target
groups, and reduce income inequality.

In other words, the results obtained from this study showed that
society with low to medium income was not considered in the
formulation of economic growth and development policies; this
indicates that all economic growth and development policies of the
country need to be revised and re-examined.

Conclusion

One of the ways to improve income distribution is the development of
tourism. The development of the tourism industry is significant for
developing countries facing problems such as low per capita income
and improper income distribution. Therefore, the primary purpose of
this study is to investigate the effect of tourism development on
income distribution in selected provinces of Iran. In order to
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investigate the effect of tourism development on income distribution
in selected provinces of Iran for the period 2011-2021, the panel data
method was used. The result obtained from the tourism index showed
that tourism increases the Gini coefficient and inequality in the
provinces. The effect of export, unemployment rate, foreign direct
investment (FDI), inflation rate, and per capita income on the Gini
coefficient is also positive. The per capita distance ratio in Iran's
provinces has hurt income distribution, which shows that the greater
the distance from the capital, the lower the Gini coefficient and the
more equitable income distribution.
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