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Abstract

Income distribution is a fundamental economic issue in any soci-
ety, and Islam places special emphasis on economic justice and
equitable wealth distribution. This study investigates the impact of
Islamic financial contracts on income inequality across Iran’s 31
provinces using panel data analysis. The contracts examined in-
clude Qard al-Hasan (interest-free loans), installment sales (bay
al- ‘uqiid), and lease-to-own agreements (ijarah wa-ta 'mtlik). Em-
ploying a fixed-effects model estimated with E-Views 9, the results
indicate that these Islamic contracts significantly contribute to
improving income equality. Furthermore, the study confirms the
presence of an inverted-U (Kuznets) relationship between GDP
per capita and income inequality. Labor productivity positively
influences income equality, while government expenditure and
inflation have adverse effects. Based on these findings, it is rec-
ommended that policymakers facilitate greater access to Islamic
financial instruments for low-income groups to promote a more
equitable income distribution.
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