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Today, taxation is regarded as one of the vital sources of government revenue. In developing
countries, including Iran, the government’s dependence on oil revenues means that tax income
constitutes only a minor portion of total revenue. A significant obstacle for governments is tax
evasion, which is influenced by various factors such as tax complexity, perceived fairness, and
inflation. This research investigates the foresight of tax fairness and complexity on economic
welfare in Iran’s provinces from 2011 to 2020, employing a fully modified least squares
method. The findings reveal that tax fairness has a significant and positive impact on the
economic welfare of Iran’s provinces. Specifically, a one percent increase in tax fairness
correlates with a 0.026 percent rise in economic welfare. Conversely, tax complexity exhibits
a negative and significant relationship with economic welfare; a one percent increase in tax
complexity leads to a 0.024 percent decline in economic welfare. Furthermore, the results
indicate that inflation has a negative relationship with economic welfare, while government
size and per capita production show a positive and significant relationship with the economic
Welfare of Iran’s provinces. Based on these findings, it is advised that the government adopt
policies such as simplifying tax laws, lowering tax collection costs, establishing a
comprehensive tax system, and reforming the tax framework to enhance the welfare status of
Iran’s provinces in the future.
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Extended Abstract

Introduction

Welfare is considered one of the important and
notable concepts in economic theories. The
state of welfare not only impacts the livelihood
and quality of life but also reflects the success
or failure of the policymakers. Economic
growth, inflation, unemployment, exchange
rates, financial policies (such as fairness and
complexity in taxation, and tax evasion),
sanctions, and oil revenues are among the
factors that influence the welfare status of a
country. Oil-exporting countries, including
Iran, have a comparatively low contribution
from tax revenues to government budgets due
to their dependence on oil income, especially
when contrasted with developed countries.
Economic fluctuations, such as sanctions and
changes in oil prices, pose significant
challenges to budget financing. The
government requires stable and reliable
financial resources to achieve objectives such
as equitable wealth distribution, job creation,
price stabilization, and sustained economic
growth. Tax complexity is one of the factors
affecting economic growth. The effects of tax
complexity are considerable; for instance,
reducing tax complexity can lead to decreased
tax evasion. Furthermore, simplifying the tax
system can enhance the business environment,
eliminate unnecessary taxes, and increase both
domestic and foreign investment, ultimately
leading to economic growth, which in turn
improves the welfare status of society. Finance
states that tax collection should be carried out
in accordance with the law, and its
implementation should be fair. It is considered
fair when everyone pays taxes based on their
ability. Horizontal and vertical equity must be
established. This fosters tax compliance,
increases tax revenues, and ultimately
improves welfare conditions. This research
investigates the future impact of tax fairness
and complexity on the economic welfare of
Iran’s provinces. Considering tax policies that
can increase taxpayers' sense of fairness and
reduce complexities within the tax system, the
study  examines  whether  significant
improvements in the welfare of Iran’s
provinces can be achieved.

Methodology

This research is library-based, analytical, and
descriptive in terms of its content and is applied
in its objective. The data for this research were
collected from Iran’s provinces between 2011
and 2020. This data was obtained from the
Statistical Center of Iran and analyzed using
EViews 12 software, employing an econometric
model and the Fully Modified Ordinary Least
Squares (FMOLS) method. This research
investigates the future impact of tax fairness and
complexity on economic welfare in Iran’s
provinces. Economic welfare is considered the
dependent variable, while tax fairness and tax
complexity are the main independent variables.
Government size, per capita production, and
inflation are also considered as control
variables.

Results and discussion

This study demonstrates that various factors,
including tax fairness, tax complexity, inflation,
government size, and per capita production,
impact economic welfare in Iran’s provinces. It
emphasizes the importance of equitable tax
systems and productive economies in enhancing
welfare. The research findings can assist
policymakers in designing fair and efficient tax
systems in the future, leading to improved
economic welfare in Iran’s provinces. Attention
to fairness and a reduction in tax complexities
can increase public trust in the tax system and
ultimately improve the quality of life for the
people.

1. Statistical Significance: The study finds that
all relationships measured between the variables
and economic welfare, are statistically
significant. This implies that the results are not
due to random chance and that there is a reliable
association between these variables and
welfare.

2. Tax Fairness: The study shows that there is a
positive relationship between tax fairness and
economic welfare. Specifically, if tax fairness
increases by 1%, economic welfare increases by
0.026%. This suggests that when taxation is
perceived as fair, it positively contributes to the
overall welfare in the provinces.
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3. Tax Complexity: In contrast, tax complexity
has a negative relationship with economic
welfare. A 1% increase in the complexity of the
tax system leads to a reduction in welfare by
0.024%. This indicates that more complicated
tax systems can hinder economic welfare,
possibly due to the increased uncertainty and
difficulty in compliance they create.

4. Inflation: The study also finds that inflation
negatively affects welfare. A 1% rise in
inflation results in a 0.0026% decrease in
welfare. This suggests that as prices rise, the
economic welfare of individuals may decline,
likely because purchasing power is affected.

5. Government Size: The size of the government
is positively correlated with welfare. An
increase of 1% in government size leads to a
0.083% increase in welfare. This might imply
that larger government involvement or
expenditure could lead to better provision of
public goods and services, thereby benefiting
economic welfare.

6. Per Capita Production: Per capita production,
which reflects the output per individual, also has
a strong positive impact on welfare. A 1%
increase in per capita production correlates with
a substantial 0.99% increase in welfare. This
indicates that higher productivity directly
contributes to improving the economic
conditions and welfare of individuals.

Conclusion

Economic welfare is a measure of the economic
status of countries. One of the key goals of
governments is to improve societal welfare.
Developed countries generally enjoy relatively
higher levels of welfare compared to developing
countries. Economic growth is a crucial factor
influencing welfare, requiring stable financial
resources for governments. Oil-exporting
countries, including Iran, are less dependent on
tax revenues due to their reliance on oil income.

Economic fluctuations such as sanctions,
depreciation of the national currency, and oil
price instability compel governments to seek
stable and reliable financial resources to achieve
goals like reducing poverty and inequality,
equitable wealth distribution, job creation, price
stabilization, and promoting sustainable
economic growth. One of the most important
sources of stable income for governments is
taxation. However, due to issues like non-
compliance with tax laws, lack of a
comprehensive tax law, tax evasion, and unjust
tax collection, tax revenues constitute a small
portion of the government budget. In this
context, analyzing the dimensions of equity and
the complexity of the tax system on the
economic welfare of Iran’s provinces can also
be considered an important research topic. If
taxes are not collected fairly from citizens, there
is a likelihood of increasing social
dissatisfaction and weakening of public
participation. On the other hand, the complexity
of the tax system may cause uncertainty and
confusion for taxpayers, increasing the
incentives for tax evasion. In such situations,
focusing on designing simple and transparent
tax laws in the future could improve tax
compliance. This, in turn, could enhance the
economic welfare of Iran’s provinces through
increased tax revenues in the future.
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