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revenue in the context of economic sanctions are investigated using the
exploratory factor analysis model and the NARDL nonlinear model during the
period 1979-2017. To examine tax revenues, personal income tax, corporate
income tax and customs income tax were used in the form of three models.
According to the results of the exploratory factor analysis model, the first 4 study
variables represent sanctions and among the indicators, the price of imported
goods and the price of exported goods have the most effect on these factors. In
accordance with the estimation results of the NARDL nonlinear model, in the long
run, the variables of oil revenue share and sanctions have a significant positive
effect on personal tax revenues. Moreover, GDP per capita variable has a
significant negative impact on corporate tax revenues in the long run. Finally, in
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the long run, the effect of variables on customs revenue is theoretically
consistent but not statistically significant. Considering the economic conditions
of the country at the time of the sanctions, coherent changes are required in the
structure and system of the taxes.
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1. Introduction

Taxes are one of the best ways for
governments to earn money. Tax revenues
are one of the best tools by which
governments can finance themselves,
allocate  economic resources, and
redistribute revenues. Tax revenue
becomes more important to an economy
like our oil-dependent economy. Given
that economic sanctions have imposed
great economic costs on the country and
many economic activities have been
overshadowed by economic sanctions,
addressing the issue of sanctions can be
effective in economic policies to counter
economic sanctions. To reduce national
vulnerabilities to international
developments and economic sanctions, it
is appropriate for governments to resort
to tax revenues instead of oil revenues.
Therefore, planners and policy makers of
the tax system should be able to identify
the most important variables affecting tax
revenue and identify the direction of their
impact. In the present study, the effect of
some important influential components
such as exchange rate volatility, inflation
rate, sanctions, trade liberalization, etc. on
tax revenue in Iran has been investigated.

2. Research Methodology

In the present study, the effect of
economic factors on the components of
Iran tax revenue in the context of
economic sanctions has been
investigated. The required data has been
collected annually from the World Bank
(WDI) database. In the first stage, using the
exploratory factor analysis method in
SPSS24 software, the sanctions index was
extracted, and in the next stage, using the
NARDL nonlinear model in Eviews9
software, the economic factors affecting
the components of Iran tax revenue in the

context of economic sanctions were
investigated for the period 1979-2017.

3. Research Findings

In the first part, using the exploratory
factor analysis method, the sanctions
index was extracted. In order to estimate
the sanctions index, a total of twelve most
influential variables have been chosen.
However, in this study, only the first four
of them were considered. Therefore, it can
be said with confidence that the first four
factors represented sanctions.
Furthermore, among the indicators, the
price index of imported goods and the
price index of exported goods had the
most influence on the factors.

In the second part, using the nonlinear
NARDL model, the economic factors
affecting the components of Iran tax
revenue in the context of economic
sanctions were examined. Since the two
main variables of the model were
exchange rate volatility and economic
sanctions, the effect of these two variables
on three types of tax revenues, including
personal income tax, corporate income tax
and customs income tax was studied.

In the short run, sanctions had a
significant negative effect on corporate
income tax with a coefficient of -0.003.
The findings also showed that positive
exchange rate volatility had a negative
effect and negative exchange rate volatility
had a positive effect on customs revenue
in the short run. Therefore, in the short
run, exchange rate volatility had an
adverse effect on customs revenue.
Moreover, the effect of sanctions on
customs revenue tax with a coefficient of
0.005 was positive and significant.

In the long run, sanctions had a
significant positive effect on personal
income tax with a coefficient of 0.03 and
led to an increase in personal income. Also,
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the variable of GDP per capita with a
coefficient of -1.75 had a significant
negative effect on corporate income tax,
i.e. an increase in GDP per capita led to a
decrease in corporate income. Also, the
effect of variables on customs revenue tax
was consistent with theoretical principles.
However, the value was statistically
insignificant.

4. Conclusion

Tax revenues, as a major source of income
for countries, can help to overcome
important social and economic problems
of governments, such as budget deficits
and unemployment. However, sanctions
change economic activities. According to
theoretical principles, sanctions have both
positive and negative effects. In the short
run, sanction reduces corporate income
tax and in the long run, it raises personal
income tax. Considering the economic
conditions of the country at the time of the
sanctions, coherent changes are required
in the structure and system of the tax.
Accepting changes in key variables such as
the banking and monetary system,
monetary and financial markets, income
distribution, encouraging investment and
providing public services to the people,
requires a change in attitudes towards
taxation, considering it seriously and
supporting the reform of the country tax
system during sanctions.
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