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Abstract

Economic uncertainty, as a key factor, affects economic decision-making and
social welfare. This paper adopts a comparative approach to examine the impact
of economic uncertainty on income inequality in Iran and the Russian Federation
using quarterly data from 2004 to 2024. By designing and constructing an
innovative uncertainty index based on Google Trends data and country-specific
keywords, and employing a distributed lag self-explanatory model to distinguish
between short-term and long-term effects, the results indicate that economic
uncertainty significantly influences income inequality in both countries.
However, the mechanism, intensity, and temporal dynamics of this effect differ
considerably. Key findings show that in both countries, uncertainty shocks
reduce inequality in the short and long term, but this effect is considerably
stronger and adjusts more rapidly in Iran compared to Russia. This may be due to
the greater vulnerability of assets and incomes of the affluent class in Iran’s
volatile economy. The findings highlight the importance of designing stabilizing
policies and strengthening redistributive institutions tailored to each country’s
specific structure and dynamics to manage the distributive effects of uncertainty.
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Extended Abstract:

1. Introduction

Economic uncertainty has emerged as a
critical determinant of macroeconomic
stability and social welfare. Fluctuations in
uncertainty can influence investment
decisions, consumption patterns, and
income distribution, particularly in
economies with pronounced structural
vulnerabilities. While prior studies have
explored the macroeconomic
consequences of uncertainty, cross-
country comparative analyses focusing on
income inequality remain limited. This
study aims to fill this gap by examining
how economic uncertainty affects income
distribution inequality in two distinct
contexts: Iran, characterized by a highly
volatile and oil-dependent economy, and
the Russian Federation, a major emerging
economy with different structural and
institutional characteristics.

2. Method

A comparative empirical approach is
adopted using quarterly data spanning
2004-2024. To capture country-specific
economic uncertainty, an innovative
uncertainty index is constructed based on
Google Trends data, incorporating
keywords tailored to each country’s
economic context. The analysis employs a
distributed lag self-explanatory (ARDL)
model to distinguish between short-term
and long-term effects of uncertainty
shocks on income inequality. Income
inequality is measured using the Gini
coefficient derived from official national
statistics. Robustness checks include
alternative  specifications  of  the
uncertainty index and lag structures to
ensure reliability of the results.

3. Results

The findings indicate that economic
uncertainty significantly affects income
inequality in both Iran and Russia. In both
countries, uncertainty shocks reduce
income inequality in the short and long
term. However, the magnitude, timing,
and adjustment speed differ substantially.
In Iran, the effect is stronger and
adjustment occurs more rapidly, reflecting
the higher vulnerability of wealth and
income among affluent households in a
volatile economic environment. In Russia,
the effect is weaker and exhibits slower
adjustment dynamics. These differences
highlight the role of structural factors,
institutional arrangements, and the
distribution of assets in mediating the
impact of wuncertainty on income
inequality.

4. Conclusions

The study underscores the importance of
designing  stabilizing macroeconomic
policies and strengthening redistributive
institutions to mitigate the distributive
consequences of economic uncertainty.
Policies tailored to each country’s
structural and institutional characteristics
can enhance resilience and promote social
equity. For Iran, rapid intervention in
periods of heightened uncertainty may
prevent exacerbation of inequality, while
in Russia, long-term institutional
adjustments may be more effective.
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