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Abstract

Development of human welfare is one of the most important issues and
challenges of economic development. The importance of this issue has
been through examining the distribution of income, wealth and other
variables between different strata of society, including important
economic topics during recent centuries; because improving public
welfare and specifically increasing the welfare of the low-income
sections of society has always been one of the most important goals of
economic policies. Governments use tax systems as policy tools to
achieve goals such as redistribution of income, economic stabilization,
provision of public goods and strengthening economic growth. The
combination of these goals is different for each country and usually
depends on their political and economic background. Thus, the design
of the tax system is different for each country. A good tax system should
be efficient and fair, which in reality, these two goals may conflict with
each other. For example, a tax system may be efficient, but its effects
on income distribution are unequal. Therefore, reforming the tax
system, or in other words, changing tax systems, not only for the
purpose of more income for the government is necessary in order to
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carry out its duties, but also to stabilize the macro-economy and
promote social welfare and income equality among households.
Emphasizing the nature of taxation in the context of the importance of
government, Thomas Cooley stated that taxation can be any "burdens
legally imposed on citizens through the taxing power of governments™.
He has defined tax as a sum of money which is "a compulsorily
proportionate contribution of persons and property levied by the
government and by virtue of its sovereign right for the support of the
government and all public needs" (Cooley, 1924). Aniano (1997)
defined tax as the government's compulsory payment of companies,
goods and services to increase revenue to carry out their activities and
promote social rights through the redistribution effect of tax revenue.
In another definition, tax is: compulsory payment of all people to the
government of a country that provides basic services, without
necessarily explaining how the money is spent or equating the services
with the money collected.

The rate of this tax is different in different countries, but what is
observed in most countries now is that the rate of this tax is decreasing
all over the world. According to the data of the central bank for the
period of 2010-2018, the tax on legal entities (companies) has taken the
main part of the total tax revenues. Therefore, during this period, the
share of corporate income tax from the total tax income fluctuated
between 30 and 44 percent. This is despite the fact that in OECD
countries the tax share of legal entities from the total tax revenues is
much lower, that during the years 2010 to 2019 in Germany, the share
of the said tax from the total tax received fluctuated between 4.2 and
5.5 percent and the average in This period has fluctuated between 8.9
and 10 percent for all OECD countries (OECD, 2022). Considering the
adverse effects of the high rate of corporate income tax on
macroeconomic variables such as investment, employment and welfare,
these countries have modified their income tax system since the last
decade.

According to the above information, tax on legal entities in Iran has a
significant difference compared to other countries, and since the
implementation of tax policies plays a very important role in
redistributing resources, reducing class differences and finally
achieving social and community welfare. It has a justice focus, which
in this article examines the effects of corporate income tax fluctuations
on the welfare of households.
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Many studies with different methods have measured the effects of
changes in different tax sources on macroeconomic variables, and few
studies have been conducted regarding the effects of corporate income
tax fluctuations on household welfare using the general equilibrium
model. Therefore, the difference between this research and the existing
studies is the application of the Computable General Equilibrium
(CGE) model to investigate the welfare consequences of changing this
type of tax on urban and rural households using the index of equivalent
changes in Iran's economy, and in previous studies to investigate the
effects For welfare of tax change, equivalent changes index has been
used, which compared to other indices used in empirical studies, has
microeconomic theoretical foundations and examines more complete
aspects of welfare changes. This article intends to answer the questions
that increasing or decreasing the corporate income tax rate will have an
effect on the well-being of urban and rural households.

The current research investigates the effect of fluctuations in corporate
income tax on the welfare of households at the macro level, and to
investigate the effect of fluctuations in corporate income tax, the
approach of the standard computable general equilibrium model of
2013 was used with the data of the social accounting matrix of Iran
2013. Is. In the above model, six scenarios of increase and decrease of
10, 20, and 50 percent of corporate income tax have been simulated,
and to check the welfare of households, the equivalent change index has
been used, and Games software has been used for analysis. The findings
showed that in the scenario of tax increase at three levels of 50, 20 and
10%, the welfare of city households decreased, but the welfare of rural
households increased slightly, and overall, the welfare of all households
decreased, and in the scenario of tax reduction, the welfare of urban
households increased. has increased and rural households have a slight
decrease in welfare, therefore the welfare of all households increases
and with the reduction of corporate income tax, the welfare of
households also increases, so it can be said that corporate income tax is
reduced and with other taxes should be replaced and it is necessary to
select supportive policies to compensate the welfare losses of rural
households.

Keywords: Welfare of urban and rural households, corporate income
tax, general equilibrium model
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