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The adoption and implementation of a comprehensive income tax (CIT) are
crucial from multiple perspectives, including increasing sustainable public
revenues, enhancing transparency, reducing tax evasion and the shadow
economy, and ensuring all economic sectors contribute to national
development. Given the instability of the government’s current revenue
base, diversification and expansion are necessary. Taxation is both a civic
duty and the government’s primary revenue source. Among various taxes,
personal income tax (PIT) is a key and transparent revenue stream; however,
it remains underutilized in Iran and requires further development. With the
submission of the Direct Tax Amendment Bill to the Islamic Consultative
Assembly on 17/08/1402 (November 8, 2023), which centers on
comprehensive income taxation, it is essential to examine the various
dimensions of its implementation, particularly its human and social effects.
This study investigates the role and impact of comprehensive income tax on
Iran’s economic conditions for the long-term human development of its
citizens. Using quarterly tax revenue data from 20012022 (1380-1401),
including taxes on business income, real estate income, public sector
salaries, private sector salaries, and miscellaneous income as components of
comprehensive income tax, the study measures their influence—as
independent variables and proxies for CIT—on the Human Development
Index (HDI) using a Bayesian Vector Autoregression (BVAR) model. The
Johansen cointegration test confirms a long-term equilibrium relationship
between the variables. The estimation results indicate that increases in real
estate taxes and public sector salary taxes have a negative short-term effect
on HDI but a positive long-term impact. In contrast, taxes on business
income and private sector salaries show a consistently positive and lasting
effect on HDI, as the growth in tax revenues from these bases—naturally
enhanced by PIT implementation—enables the government to redistribute
income to lower-income groups, thereby improving human development
indicators. Therefore, in the initial years of CIT implementation, the
government must adopt supportive policies for lower-income deciles to
compensate for the temporary welfare loss caused by HDI decline.
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-5.03 -4.91 -5.11 2.42 NA | 179.9180 .

-27.83 - -28.378 | -1.920 1483.63 | 1006.862 \

27.007*

-] -26.55| -29.09* | -9.521* 97.730* | 1067.277 Y
28.08*

-27.08 -24.83 | -28.55 -1.75 | 25.53538 | 1084.995 ¥

2626 | -2330| -28.20 -2.82 | 30.25406 | 1108.917 ¢
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4y by e HDI LMAS LMOS LHO LHK LMOT

HDI (-1) 1.046504 -1.425343 -1.960911 0.942369 -0.583279 9.256866
0.04549)  (1.72469) (2.57275) (1.15131) (1.35855) (7.99614)

HDI (-2) -0.075066 0.270731 -0.568325 0.867300 -0.720607 4.789348

AR}




(0.04197)  (1.58942) (2.37089) (1.06101) (1.25191) (7.36903)

LMAS (-1) -0.000248 0.990635 0.161067 0.052863  0.071511 -0.206222
(0.00170)  (0.06535) (0.09701) (0.04340) (0.05121) (0.30157)

LMAS (-2) 0.000109 -0.077080 0.082962 0.016498 -0.008281 -0.292917
(0.00117)  (0.04493)  (0.06645) (0.02974) (0.03509) (0.20657)

LMOS (-1) 0.000163  0.064539  0.911798 -0.005325 -0.008017 0.047658
(0.00096)  (0.03655)  (0.05485) (0.02439) (0.02878) (0.16941)

LMOS (-2) 0.000103  0.022140 -0.039391 -0.007751 -0.003119 0.029085
(0.00076)  (0.02897) (0.04360) (0.01934) (0.02282) (0.13431)

LHO (-1) -0.001860 0.024111 -0.042457 1.100952 0.036160 0.264836
0.00176)  (0.06742)  (0.10053)  (0.04528) (0.05309) (0.31248)

LHO (-2) -0.000194 0.003510 -0.038069 -0.109661 -0.020853 0.003338
0.00164)  (0.06266)  (0.09348) (0.04219) (0.04936) (0.29054)

LHK (-1) 0.002059  0.037207  0.051540 -0.043173 1.051711 -0.081567
(0.00163)  (0.06240)  (0.09307) (0.04165) (0.04945) (0.28927)

LHK (-2) 0.000136 -0.042714 0.044171 -0.027913 -0.070182 -0.219494
(0.00140)  (0.05352)  (0.07983) (0.03572) (0.04252) (0.24812)

LMOT (-1) -0.000237 0.018783 -0.036730 0.000159  0.002143  1.134154
(0.00027)  (0.01044) (0.01556) (0.00696) (0.00821)  (0.04863)

LMOT (-2) -9.27E-05 -0.015851 0.006388  0.003077 -0.005037 -0.082517
(0.00024)  (0.00901) (0.01344) (0.00601) (0.00709) (0.04211)

C 0.021954  0.880102 0.689730 -1.147379 0.604230 -6.733525
(0.01445)  (0.55239)  (0.82379) (0.36854) (0.43499) (2.55974)

R-squared 0.998731  0.999074  0.999032  0.999533  0.999544  0.992703
Adj. R-squared 0.998473  0.998886  0.998836  0.999438  0.999452  0.991219
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At most 3
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0.549528
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1.Tax Revenue, Economic Growth And Human Development ..by P
Okoeguale IBADIN - 2021

2.The impact of tax reforms on human development index by J
Shettigar — Previous ~ studies related to financing HDI components
proposed tax reforms as a useful tool in increasing government revenue and
as the most

3. Impacts of Tax System on Income Distribution in Iran (1989). ..by A
Shokouhi - 2009 - Cited by 3 — This paper aims at capturing the impacts
of taxes on income distribution through HDI indices and is also trying to
explore the factors involved in the ... https://taxjournal.ir » brows

4. Farman UllahKhanl, Niamatullah Khan Babar and Abdur Rehman”
IMPACT OF TAX STRUCTURE DYNAMICS, HUMAN RESOURCE
DEVELOPMENT AND DISTRIBUTION OF INCOME ON ECONOMIC
GROWTH OF PAKISTAN, Journal of Education and Social Studies ISSN:
2789-8075 (Online), 2789-8067 (Print)

5.Tax and human development: the evidence https://www.taxresearch.org.uk »
Blog>2017/04/220rdibehesht2, 1396 AP —Using the  inequality
adjusted human development index (IHDI) as opposed to the HDI does not
make much difference. The same Heritage Foundation

6. Ali Shakoori (2021). Effects of the Government Taxation Policy on
Distribution of Income with an emphasis on Human Development Index in
Iran, International Journal of Social Sciences (1JSS) Vol. 11, No. 1,
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7. Musgrave, R. A. (2008). Public finance and three branch model. Journal of
Economics and Finance, 32(4), 334-339.
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9. Olusolaw Utibe (2020). "Nigerian Tax Revenue and Economic
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World Mina Riahi a, Hosein Rohani b, Naser Rajabi ¢, Mohammad Bidkhor

12. The 2011 Personal Income Tax Reform and Non-Oil Revenue Generation
in Nigeria: An Empirical Evaluation, Amaefule, Leonard I, Onyekpere,
Ulumma R., Onyekperem, Victoria A

13. United Nations Development [UNDP] (2009)

14. (United Nations’ lead agency on international development Olusolaw
Utibe (2020). "Nigerian Tax Revenue and Economic Development
(Econometric Approach)"

References

1. Pajouyan, Jamshid (1389 SH). Eslahat-e Sakhtari dar Nezam-e
Maliyatt  va Jaygah-e An dar  Barnameh-ye  Panjom-e
Towse ‘eh [Structural Reforms in the Tax System and Its Position in
the Fifth Development Plan]. Tehran: Sazman-e Omiur-e Maliyati-ye
Keshvar, Mo‘avenat-e Barnameh Rizi va Fanavari Ettela“at [National
Tax Administration, Deputy of Planning and Information
Technology] (In Persian).

2. Tash, Haftenameh-ye Khabari - Tahlili-ye Barnameh [Tash, Weekly
News-Analytical Journal of Planning] (1390 SH). Tehran: Sazman-e
Barnameh va Biidjeh [Planning and Budget Organization] (In Persian).

G
v
s

O Y€eY flime £ 0 lows comdjl9d Jlw

VY-

L™



§
\‘.-t

O ... bl arwgi (adbs p ol ;56 9 ol 55 20lyd Eg00m0 p Wb Jlais! U

Yy

Badri, Ahmad, and °‘Abd al-Baqi, ‘Abd al-Majid (1389
SH). Eqtesadsanji-ye Malr [Financial Econometrics]. Tehran: Nass
(In Persian).

Dadgar, Yadollah (1383 SH). Maliyeh-ye ‘Ommumi va Tanzim-e
Khar-e Mashi-e Mali-ye Dowlat [Public Finance and Government
Fiscal Policy Regulation]. Hamadan: Niir-e ‘Elm (In Persian).

Reza’'1 Davani, Majid; Khademi, ‘Al1 Akbar; and Haj Mohammadi,
Fereshteh (1391 SH). «Barresi-ye Tatbiqi-ye Maliyat bar Majmii‘-e
Daramad va Khams» [Comparative Study of Comprehensive Income
Tax and Khums (Islamic Tax)]. Pazhitheshnameh-ye Maliyat [Tax
Research Journal], vol. 4 (In Persian).

Rangriz, Hasan; and Khirshidi, ‘Abbas (1378 SH). Maliyeh-ye
‘Ommami va Tanzim-¢ Khaf-e Mashi-e Mali-ye Dowlat [Public
Finance and Government Fiscal Policy Regulation]. Tehran: Chap va
Nashr-e Bazargani (In Persian).

Shartfzadeh, Muhammad Javad (1400 SH). Malivat bar Majmii‘-e
Daramad-e Ashkhas-e Haqiqi (Chisti va Zariirat-e Vaz -e Maliydt bar
Majmii -e Daramad-e Ashkhas-e¢ Hagqiqi dar Iran) [Comprehensive
Income Tax for Natural Persons (Nature and Necessity of
Implementing Comprehensive Income Tax for Natural Persons in
Iran)], 1st ed. Tehran: Markaz-e Pazhiihesh-ha-ye Majles-e Shiira-ye
Eslami [Islamic Parliament Research Center], Report No. 17509 (In
Persian).

Shokdari, ‘Ali; and Saqib Fard, Muhammad (Winter 1387 SH).
«Barresi-ye Ta’thir-e Nezam-e Maliyati bar Towzi'-e Daramad dar
Iran (Motale‘eh-ye Mowredl: Barnameh-ye Avval ta Sevvom-e
Towse ‘eh 1368-1383)» [Investigating the Impact of the Tax System
on Income Distribution in Iran (Case Study: First to Third
Development Plans 1989-2004)]. Fasinameh-ye Takhassusi-ye
Maliyat [Specialized Quarterly Journal of Taxation], New Series, no.
3 (Serial 51) (In Persian).

Shirinbakhsh Masoleh, Shamsollah; and Salavitbar, Shirin (1395
SH). Pazhihesh-ha-ye  Eqtesadsanjt  ba  Eviews [Econometric
Research with Eviews]. Tehran: Nur-e ‘Elm (In Persian).



10.

11.

12.

13.

‘Askartpiir Lah1ji, Husayn; and ‘Attfat Shamsi, Reza (1398 SH).
«Mohasebeh va Barresi-ye Shakhes-e Towse'eh-ye Ensani-ye
Ostanha-ye Iran dar Sal-ha-ye 1385, 1390 va 1395» [Calculation and
Analysis of the Human Development Index (HDI) of Iranian
Provinces in 2006, 2011, and 2016]. Majalleh-ye Tavanmand-Sazi-ye
Sarmaye-ye Ensant [Journal of Human Capital Empowerment], vol.
2, no. 4, Winter 1398 (In Persian).

Tayyebniya, ‘Alireza (1383 SH). Barresi-ye Asar-e Ehtimali-ye Ejra-
ye Maliyat bar Arzesh-e Afziideh dar Iran bar Towzi‘-e
Daramad [Study of Potential Effects of Implementing Value-Added
Tax on Income Distribution in Iran]. Tehran: Entesharat-e Sazman-e
Omir-¢ Maliyati-ye Keshvar [Publications of the National Tax
Administration] (In Persian).

Mohammad ‘Alikhani, Salimeh; Asafzadeh, Sa‘id; Mohebbi Far,
Refat; and Montazeri, ‘Ali (1391 SH). «Barresi-ye Shakhes-e
Towse ‘eh-ye Ensani (HDI) dar Iran va Keshvar-ha-ye Montakhab»
[Study of the Human Development Index (HDI) in Iran and Selected
Countries]. Fasinameh-ye Pazhitheshkade-ye ‘Olim-e Behdashti-ye
Jahad-e Daneshgahi [Quarterly Journal of the Health Sciences
Research Center of Jahad Daneshgahi] (In Persian).

Nastr1 Aqdam, ‘Alr; and Razmi, Ashraf (Autumn 1394 SH). «Vaz'-e
Maliyat bar Majmii‘-e Daramad-e Ashkhas va Shabih-Sazi-ye Asar-e
An bar Daramadha-ye Maliyati-ye Dowlat va Towzi‘-e Daramad»
[Implementing Comprehensive Income Tax for Individuals and
Simulating Its Effects on Government Tax Revenues and Income
Distribution]. Fasinameh-ye Pazhihesh-ha-ye Eqtesadr [Economic
Research Quarterly], vol. 15, no. 58, pp. 68-82 (In Persian).

¢

"y




