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Executive Summary

Data ending in Tir 1405 (July 2026) shows an inflation gap between different regions of the
country. Rural households have always experienced higher inflation compared to urban
households. For example, the annual inflation rate in Tir 1405 (July 2026) was 77.9% for rural
areas and 64% for urban areas. In addition, the inflation in Tehran province is constantly lower
than the national average, so that the annual inflation rate for Tehran households in Tir 1405

(July 2026) was 55.2%, which is 10.8 percentage points lower than the country's total average.

The difference in inflation rates between the country's provinces does not mean that goods
actually become more expensive in one province compared to another, nor does it show the
poor regulatory performance of managers in controlling the market. The weight and importance
of commodity groups in the shopping basket of provinces are different. The share of the "food,
beverages, and tobacco" group in the expense basket of Tehran households is the lowest in the
whole country (about 21.91%), and the cost focus of Tehran households is on non-food goods
and services. In contrast, in less developed provinces (like Ilam with a coefficient of 39.86%),
households spend a larger part of their income on food, beverages, and tobacco. Since the
inflation of this group has been rising in recent years and its annual rate reached 128.1 in Tir

1405 (July 2026), lower-income provinces have experienced higher inflation.

Differences in importance coefficients are also seen in income groups. The first decile
spends 42.4% of its costs on providing food, while this figure is 21.6% for the tenth decile. As

a result, the price jump of food items puts a heavier inflation pressure on lower-income deciles.

In Iran, frequent currency rate jumps have caused an increase in the cost of raw materials,
the supply of intermediate goods, and imported production inputs. To keep their profit margins,
businesses have passed these costs to the final price of goods, which has led to stagflation. In
addition, the government's budget deficit, along with the growth of liquidity which has more
than tripled in 5 years, has caused the money supply growth to be more than the real production

growth of the economy, and as a result, it has increased the general level of prices.

Based on this, it must be said that at the national level, applying monetary discipline policies
by the Central Bank to control liquidity, managing the government budget deficit, and
controlling currency rate fluctuations are necessary to reduce inflation caused by cost pressure.
Also, at the provincial level, since the consumption pattern of households is different in various
provinces, compensatory policies such as distributing subsidies and government support can
be designed using the Iranian Welfare Information Database, according to the needs and
consumption basket of each province. Considering the vulnerability of lower deciles to food
inflation, it is necessary to focus support policies on providing food security for the first to fifth
deciles.
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