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Abstract

Income inequality is one of the important and key topics in the
economy, which can endanger the stability of the socio-economic system due
to the performance and impact on the health of people. This study examines
the effect of the good governance index in reducing the effect of Covid-19 on
income inequality using a panel econometric model. We employ available
data for countries that export more than 50,000 barrels of oil per day during
the years 2000 to 2021. The selected countries have divided into three groups
based on the amount of oil rent included in the GDP. Our independent
variables include oil and gas rent, stringency index, population density,
unemployment rate, good governance, the product of good governance and
Covid-19 and Covid-19 death rate. The results of the research show that the
interactive variable of good governancexCovid-19 has reduced income
inequality in the first and third group countries with a negative effect on the
Gini coefficient variable. But in the countries of the second group, which has
the highest of oil rent among the selected countries, the results are different
and good governance cannot reduce the effect of the increase in deaths caused
by Covid-19 on the increase in income inequality.

Introduction
The beginning of 2020 was associated with a global health that
occurred due to the worldwide spread of a pandemic. According to the
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surveys conducted during the spread of the corona-virus, economic
sectors such as tourism, foreign trade, capital market were affected. It
also influenced the currency market, housing market, general
businesses, commodity prices, and GDP. The pandemic requires
governments to increase health spending to prevent and treat diseases
and support households and businesses through money transfers and
wage subsidies. The method of financing government spending is either
through the reallocation of existing budgets or through increasing the
income from direct and indirect taxes on households and companies
The changes in the shares of income allocated to health, savings,
consumption and production patterns caused political reactions
(McKibbin and Fernando 2023).

On the other hand, the income has been influenced differently
among the countries due to the differences in their economic, political,
cultural, and social structure as well as the performance of the
governments in dealing with the impacts of pandemic (Nasseri et al.
2016).

One of the reasons for the increase in income inequality is rent
natural resource rents. The rents include foreign currency income from
natural resources and aids received from other countries by the
government (Dizaji et al. 1402).

These rents have important effects on the quality of institutions
and governance. The huge sources of oil rents at the disposal of the
government have caused the financial independence of the government
from the actual internal performance of the economy. According to the
definition of governance which is a set of individual and public and
private institutional methods, the reliance on oil rents may cause a
negative impact on good governance.

Considering the great importance of good governance, it is very
important to check the level of people's trust in the government and the
data that can be recovered and improved, especially in the situation of
the Covid-19 pandemic.

Considering the importance of income inequality and the impact
of different factors on it, in this research we seek to find the interactive
effect of the variable of good governance and covid-19 on the income
inequality in oil exporting countries. In these countries where
government budget is affected by oil revenues, in general, the collection
of tax revenues is not paid much attention, and sometimes the tax
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systems which are affected by oil revenues may not have the necessary
efficiency (Dizaji 2014, Dizaji and Ghadamgahi 2018).

Methods and Material

The research method is analytical-descriptive and to estimate
the results of the model, the panel data econometric model (GLM) was
used by employing Excel and Eviews12 software. Also, the method of
data collection is in the form of a library and the source of information
for this research is from the World Bank dataset, World Health
Organization, the Standardized World Income Inequality Database
(SWIID), Our World In Data and Organization of the Petroleum
Exporting Countries (OPEC) website.

Oil dependent countries in this research include: The first group
includes Australia, Sweden, Netherlands, Romania, Singapore,
America, Germany, Denmark, Italy, England, Belgium and France. The
oil rent of this country based on the percentage of GDP is less than 0.
1% during the researched years. The second group includes Angola,
Russia, Iran, Ecuador, Nigeria and Kyrgyzstan. The amount of oil rent
in this country based on the percentage of GDP is more than 10% in the
years of study. The third group includes Mexico, Brazil, China,
Vietnam, Canada, Indonesia, Colombia, India, Malaysia, and Egypt.
The amount of oil rent in this country based on the percentage of GDP
is more than 0. 1% and less than 10% during the years under study. We
have selected oil countries based on the amount of oil exports during
the day (50,000 barrels per day) and the availability of statistical data.

Results and Discussion

The model presented in theise paper is based on Mousavi
Jahormi et al. (2013) and Su et al. (2022). We use oil rent, good
governance, death rate resulting from covid-19, stringency index,
unemployment rate and population density as control variables in our
model. In order to investigate whether good governance has been
effective in reducing the adverse effects of Covid-19 on income
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inequality or not, the interactive variable of the product of the death rate
from covid-19 and good governance has been used.

GINI=B, + B,RENT;, + p,POPULATION_DENSITY,, +
BsSTRINGENCY _INDEX,, + B,UNEMP;, + BsGG;, + BsGG X
COVID19;, + B,COVID19,,

Table 1 GLM model estimation results

First Group

The explanatory variables Coefficient z statistic Possibility
POPULATION_DENSITY 0/001351 11/56046 0/0000
GG -4/302316 -8/865396 0/0000
STRINGENCY INDEX 0/228148 1/772713 0/0763
UNEMPLOYMENT -0/242954 -2/100441 0/0357
GG*COVIDDEATH -0/000304 -0/398861 0/6900
COVIDDEATH -12/02037 -1/675971 0/0937
Second Group

The explanatory variables Coefficient Z statistic Possibility
POPULATION_DENSITY 0/050317 5/607696 0/0000
GG -0/000109 -0/784517 0/4327
STRINGENCY INDEX -0/018377 -0/089050 0/9290
RENT 0/388662 7/323428 0/0000
UNEMPLOYMENT -0/241551 -1/330671 0/1833
GG*COVIDDEATH 0/001313 0/457576 0/6473
COVIDDEATH 2/248878 0/190813 0/8487
Third Group

The explanatory variables Coefficient z statistic Possibility
POPULATION_DENSITY -0/004998 -2/011478 0/0443
GG -5/515814 -11/25881 0/0000
STRINGENCY INDEX -0/041721 -0/289228 0/7724
RENT -0/462772 -3/916503 0/0001
UNEMPLOYMENT 0/662014 8/476852 0/0000
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GG*COVIDDEATH -0/001835 -0/881103 0/3783

COVIDDEATH 1/006094 0111800 0/9110

" Research findings using Eviews software

As can be seen, the coefficient of good governance is negative
for all three groups of countries. This means increase good governance,
can decrease income inequality, which is consistent with the results of
past researches.

The coefficient of stringency index for countries of the second
and third groups is negative, which means that increases stringency can
decreases income inequality. But in the countries of the first group, the
coefficient of stringency is positive, which means increases stringency
can increases income inequality.

The interactive variable Corona X good governance has a
negative and insignificant effect on income inequality in the first and
third groups countries and a positive and insignificant effect on the
second group countries.

Conclusion

From the obtained results, it appears that in oil exporting
countries, the existence of good governance has reduced the effects of
this global epidemic on income inequality. A better quality of good
governance can be seen as the level of people's trust in governments.
Therefore, countries with better governance have been more successful
in dealing with Covid-19 and controlling its detrimental impact on
inequality.

Keywords: Income inequality, Oil countries, good governance,
Corona virus
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