
RECENT WELFARE DYNAMICS IN 
IRAN
Eiman Osman (WBG), Mohammad Mostafavi-dehzooei (GSW), Erwin 
Knippenberg (WBG)

2ND III/LIS COMPARATIVE ECONOMIC 

INEQUALITY CONFERENCE  

Luxembourg - 27-28 February 2025 



Key Messages
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• Impact of Economic Shocks: Sanctions and the COVID-19 pandemic significantly affected Iran's
economy, resulting in income declines and increasing poverty headcounts, particularly in 2018/2019.

• Poverty Mobility and Income Dynamics: The paper identifies distinct patterns of poverty mobility
between 2018 and 2020. Key factors include job losses, illiteracy, and youth, with agriculture being a
particularly volatile sector.

• Role of Social Safety Nets: Cash transfer top-ups and pension benefits helped mitigate the impact of
economic shocks on household income, highlighting the importance of robust social protection
programs.

• Regional and Demographic Variations: Poverty mobility varied significantly across different regions
and demographics, with rural areas and younger, less-educated households experiencing more
volatility.

• Income Disparities: While lower-income households saw some income increases due to social
programs, higher-income households experienced significant declines, indicating a flattening of
income disparities.



Context (2011-2020)
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Demographics
• Population: Approximately 87 million (2020)
• Urbanization: 75.5% urbanized (2020)
• Median Age: Increased from 29 (2010) to 34 (2020)
• Household Size: Decreased from 3.8 to 3.4 (last decade)

Economy
• Economic Growth: Average annual per capita GDP contraction of -0.6% (2011-2020)
• Oil Dependency: Heavy reliance on oil revenue; economic instability due to oil price volatility and 

sanctions
• Inflation: Persistent inflation eroding purchasing power

Poverty
• Poverty Increase: ~10 million Iranians fell into poverty (2011-2020)
• Poverty Rate: Increased from 20% to 28.1%
• Rural vs Urban: Higher poverty increase in rural areas (14 percentage points) compared to urban areas 

(7 percentage points)

Labor Market
• Employment Shift: From agriculture to services and industry
• Unemployment: High, particularly among youth and women
• Female Participation: Low female labor force participation; significant barriers for women



Study Period (2018-2020)
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Source: World Bank calculation using Household Income and Expenditure Survey (HIES) data (2011–20). 

3.0%
2.3% 2.5%

4.2%
3.8% 3.8% 3.5%

4.0%

5.3%
5.7%

20.0%

18.8%

20.0%

22.6%
22.2% 22.1%

20.7%

23.3%

28.1% 28.1%

0%

5%

10%

15%

20%

25%

30%

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

h
ea

d
co

u
n
t 

ra
ti

o
 (

%
)

Poverty incidence, 2011-20

$3.65 $6.85

Sanctions Sanctions

2018-2020: Serious of
Economic Shocks,

a. Reimposition of US
Sanctions,

b. COVID-19 Pandemic
further worsened
economic difficulties,

c. Poverty Headcount
Rose from 23.3% in
2018 to 28.1% in 2020.



Data

4 Presentation Title

Panel-years 2018-2019 2019-2020

Number 

of HHs

% remaining Number 

of HHs

% remaining

Total HHs in cross section in the first year 38,960 100.00% 38,328 100.00%

HHs designated as panel 18,114 46.49% 18,647 48.65%

Number of HHs re-interviewed in the second year of

panel

14,537 37.31% 15,506 40.46%

Attrition rate 19.75% 16.84%

Number of HHs remaining in the sample after

dropping possible false matches based on age and

gender of the head

13,164 33.79% 14,355 37.45%

• Source: 2018-2020 rounds of Household Expenditure and Income Survey (HEIS) of Iran.

• Rotating Panel Data:

o A third of households rotated out each year.

o Constructed two two-year panels (2018-19 and 2019-20)

o Corrected for false matches and selection bias
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OLS Regression

Methodology



Methodology
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Quantile Regression



Main Findings

Poverty Mobility



Poverty rose sharply in 2018-19, with more households becoming poor. While the poverty rate
stabilized in 2019-20, there was significant movement in and out of poverty.
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Poverty transitions (percent of 
population) 2018-2019

2019

non-poor poor Total

2018

non-

poor 68.15 11.07 79.21

poor 5.89 14.9 20.79

Total 74.04 25.96 100

2020

non-poor poor Total

2019

non-

poor

67.22 8.59 75.81

poor 7.91 16 24.19

Total 75.13 24.87 100

Poverty transitions (percent of 
population) 2019-2020
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Households where the head lost their job were more prone to falling into poverty.

2018-19 2019-20
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Similarly, households headed by illiterate, young individuals, or lived in rural areas were
vulnerable.

2018-19 2019-20

Poor to Non-poor mobility by household Characteristics
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Households with heads employed in agriculture are most vulnerable to poverty transitions,
experiencing the highest rates of both falling into and escaping poverty.

2018-19 2019-20
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2018-19 2019-20

Non-poor to Poor mobility by region

Regionally, poverty mobility was most pronounced in provinces such as Western Azerbaijan,

Northern Khorasan, and Hamadan.

Poor  to Non-poor - mobility by region



Newly poor households experienced a significant drop in their per capita expenditures (pce),
while households that remained poor in both years saw the smallest change; in contrast,
households that moved out of poverty experienced a substantial increase.
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2018-19 2019-20



During both years, the richest decile experienced larger drops in expenditures, while the bottom
deciles saw an increase in expenditures.
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2018-19

2019-20

Percentage change in per capita expenditures by 
pce deciles

Growth Incidence Curves



Main Findings

Income Dynamics
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In 2018-19, the decline in income was mainly attributed to reduced wages, subsidies, and
earnings from self-employment, while 2019-20 saw a partial recovery in income levels.

Mean Bottom 20 Top 80 Mean Bottom 20 Top 80

2018/19 2019/20

Remittances -0.51 -0.295 -0.524 -0.204 -1.093 -0.11

Assets -0.226 -1.195 -0.025 0.456 0.529 0.753

Self produced -0.237 -0.564 -0.344 0.152 -0.43 0.385

Subsidy (Cash Transfer) -2.338 -14.416 -1.364 -1.934 -14.474 -0.615

Retirement (Pension) -0.369 5.084 -1.755 1.34 1.788 2.052

Top-up -0.178 2.052 -0.461 3.929 23.544 2.058

Self Employed -2.166 -1.208 -3.649 -2.374 -5.031 -2.204

Wage -3.499 -4.144 -3.183 1.927 -5.672 2.132
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The top-up released in later 2019, supplemented with a COVID-19 relief package, stabilized

household and businesses during the pandemic.
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The OLS regression analysis 
examined the average impact 
of employment shifts and 
other household 
characteristics, 
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While quantile regression 
is employed to examine 
how different points in 
the income distribution 
are affected.
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Top 40% Income Households experienced consistent income declines across all quantiles, with the
most significant decreases occurring in the highest quantiles during both periods

Negative Outliers 

-3.00

-2.00

-1.00

0.00

10 20 30 40 50 60 70 80 90

2018-2019

Coef LCI UCI

-2.50

-1.50

-0.50

0.50

10 20 30 40 50 60 70 80 90

2019-2020

Coef LCI UCI

Job Loss resulted in negative income changes across all quantiles, with the lower 20th quantile
experiencing the most substantial losses, particularly in the 2018-19 period
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Agriculture: Individuals in lower and middle quantiles consistently faced income decreases, while those
in the upper quantile saw slight, non-significant income increases
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Positive outlier: Bottom 40% Income Households saw positive income changes, acting as positive
outliers in the 20th and 50th quantiles, despite the overall negative average change within these
quantiles.



Conclusion



Conclusion and Policy Implication

• Strengthening social safety nets, especially targeted cash transfers and pension benefits, can help
cushion vulnerable households during economic shocks.

• Focus on Employment: Strategies to improve job security and create employment opportunities,
particularly in volatile sectors like agriculture, are crucial for reducing poverty mobility.

• Regional Targeting: Tailored interventions are needed to address the specific needs of different
regions and demographics, ensuring equitable distribution of resources and support.

• Resilience Building: Enhancing economic resilience through diversified income sources and
sustainable agricultural practices can mitigate the impact of future economic shocks.
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