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Tax Inflation and Welfare in Iran over Five Decades

Mohammad Abdi Seyyedkolaee*! " Shahryar Zaroki? > "~ ,
Maral Mohaimeni!
1. Department of Theoretical Economics, University of Mazandaran, Babolsar, Iran.

2. Department of Energy Economics, University of Mazandaran, Babolsar, Iran.
* Corresponding Author

Article Info Abstract
Article Type: The purpose of the current research is to explain the effect of inflation
Research Article tax on economic welfare in a symmetrical and asymmetrical approach.
. . ] In this way, firstly, economic welfare was calculated using the
ﬁztclgsgll_smry' composite index of welfare based on four dimensions of average flow
1 402_09_1' 1 of consumption, wealth or accumulation of production reserves,
Revised: income inequality, and economic security over five decades. The
1402-11-16 results of the data description show that after the war and in the 1990s
Accepted: with the adoption of policies for the development of the country, the
1402-12-29 economic prosperity increased, and this trend continued in the 2000s
Published: due to the single rate of the exchange rate and creation of currency
1403-08-01 reserve account. In the 2010s, economic prosperity decreased due to
. the intensification of economic sanctions and increased inflation and
Z?;Zvng:gfc recession. In the next part of the research, the symmetric and
Approach, asymmetric estimation of the model based on the Linear and Non-
Economic Welfare, Linear Autoregressive Distributed Lag model was carried out from
Iran, 1971 to 2021. The long-term results of estimating the model in a linear

Tax Inflation. (symmetric) approach indicate that the inflation tax has a negative
effect on economic welfare. In the non-linear (asymmetric) approach,

JEL Classification:  this reverse effect was also confirmed, in such a way that increases in

€22, C50, D60, the inflationary tax affect economic well-being more than decreases in

E31, 131 it. As expected, inflation has a negative and asymmetric effect on
economic welfare, so that the inverse effect of increases in inflation on
well-being is far more than decreases in it. Another finding is that
unemployment has a negative effect and per capita income has a
positive effect on economic welfare.

Abdi Seyyedkolaee, M., Zaroki, Sh., & Mohaimeni, M. (2024). Tax Inflation and Welfare in Iran over
Five Decades. Journal of Economic Research, 59(2), 179-203.

© The Authors Publisher: The University of Tehran Press.
BY NC DOI: 10.22059/jte.2024.369064.1008875
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1. Cumulative Sum of Residuals (CUSUM)
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In recent years, the insurance industry has undergone profound changes that
have changed the performance of this industry. The establishment of a
significant number of private insurance companies and their entry into the
competition scene, on the one hand, has reduced the concentration of the
market in this industry. On the other hand, the introduction of new
technologies in recent years has created space for competition and forced
companies to increase their efficiency. Considering the importance of
competition in an industry as well as knowledge of its situation for
policymaking, this study examines the competitiveness of Iranian private
insurance companies admitted to the stock market, from 2013 to 2021 using
the Panzar-Rosse non-structural method in the form of panel data. The result
of the estimated model indicates the state of monopoly competition in the
market for Iranian private insurance companies admitted to the Stock
Exchange. Comparing the results of this study with previous studies, the
assumption of improving competitiveness in the Iranian insurance industry
is confirmed by increasing the number of private insurance companies as
well as the rating of produced insurance premiums in the world. The
insurance industry has no barriers to market entry, and the participation of
large insurance companies (except Iran Insurance Company) in the market
does not restrict competition significantly and, as a result, the assumption of
a dominant firm is rejected. In addition, insurance companies have moved
to specialized activities and focus on specific insurance to maintain survival
and competition in the market.
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This study reviews the evolution of national and regional
housing models that developed and received much attention in
the housing economics literature. From this point of view, first,
we focus our attention on the econometric modeling of national
housing markets and discuss their limitations in twofold:
inferring individual-level relations from aggregate-level data or
aggregate shocks, and assuming spatial homogeneity in all
regions. These two problems will be addressed precisely in the
newly developed regional housing market models by identifying
the sources of cross-sectoral dependence, namely, spatial and
temporal dependence. Spatial dependence refers to how spatial
factors influence economic processes. It is measured through a
spatial weighting matrix. Cross-sectional dependence stemming
from common factors is attributed to economy-wide shocks that
affect all individuals with different intensities coming from
different macro shocks, such as interest rates, oil prices, and

technology shocks.
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This study analyzes the impact of government size on the underground
economy in Iran with a focus on the role of government budget
imbalance. In this study, the Multiple Indicators-Multiple Causes

(MIMIC) method was used to estimate the size of the underground
economy, which indicates an average of 18.3 percent of this index in
Iran's economy. In the present study in addition to the ARDL
(symmetric) approach, the NARDL (asymmetric) approach is also used
to examine the relationship between government size and the
underground economy. The results of the symmetric estimation
indicate that government size has a negative effect on the underground
economy; however, this effect is moderated by government budget
imbalance. In other words, at higher levels of budget imbalance, the
size of the negative effect of government size on the underground
economy in Iran becomes less. The asymmetric estimation shows that
first, The effect of decreases in government size on the underground
economy is more than the effect of increases in government size.
Second, an increase in government budget imbalance reduces the
favorable (negative) impact of increases in government size and the
unfavorable (positive) impact of decreases in government size on the
underground economy. Other findings are that other factors, such as
inflation, unemployment, and trade openness, have a positive impact on
the underground economy. In addition, in recent years, the size of the
underground economy in Iran has increased significantly.
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