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Abstract:

The main objective of this study is to examine the effect
of revenue-neutral change in the tax structure on
economic growth in Iran using data for the period of
1982-2016. To this end, an empirical model has been
proposed to analyze the effect of substituting different
tax items for each other on economic growth in such a
way that the total tax revenue remains constant. The
results of cointegration analysis based on the
autoregressive distributed lag (ARDL) approach show
that a revenue-neutral transfer of indirect taxes to
income tax or wealth tax increases economic growth in
the long run. However, a revenue-neutral transfer of
indirect taxes to corporate taxes reduces economic
growth in the long run. Also, among direct taxes, a
revenue-neutral transfer of corporate taxes to income tax
or wealth tax as well as a revenue-neutral transfer of
income tax to wealth tax promote economic growth in
the long run. Furthermore, the findings indicate that the
highest and lowest increase in economic growth
correspond to the substitution of wealth tax for corporate
taxes and of income tax for indirect taxes, respectively.
The results of this study have important policy
implications for tax structure reform in Iran's economy.
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