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1. INTRODUCTION

The tax system of every country constitutes one of the fundamental pillars of government revenue generation
and the realization of economic justice. In this regard, legislators have consistently sought to enact binding tax
regulations to both increase public revenues and prevent tax evasion and related offenses. One of the key tools
in this domain is the criminalization of tax violations. As reported by The Guardian in 2009, failure to pay taxes
has been criminalized or is subject to deterrent sanctions in most countries worldwide (The Guardian, 2009).
In Iran, the Direct Taxation Act, as one of the most important tax laws, identifies eight types of tax offenses
under Articles 161 and 274, prescribing severe penalties such as imprisonment ranging from six months to two
years, corporal punishment (thirty-one to seventy-four lashes), deprivation of civil rights, and others.

It is important to note that while a strict approach toward such offenses may enhance financial transparency
and reduce tax evasion, it may also adversely affect economic security, lead to capital flight, and place undue
pressure on economic actors. This becomes particularly concerning given the country’s current economic con-
ditions and its urgent need for sustained and accelerated production growth, which has made improving the
business climate more critical than ever.

Accordingly, it is essential to examine the principles underlying the criminalization of these offenses in order to
assess their legitimacy, as well as the ability of legislators and law enforcers, such as tax auditors, to anticipate
and prevent such violations. Given that taxation represents a key source of government revenue (Babaki & Effati,
2022: 29) and the tax system is one of the most vital components of state governance, addressing tax crimes
is of particular importance as they can undermine the nation’s economic system (Hassani & Mehra, 2015: 45).
Therefore, the principle of “preserving economic stability” serves as a crucial foundation for the criminalization
of tax-related offenses.
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Nonetheless, the research hypothesis posits that most tax crimes are not fully aligned with this principle. More-
over, the nature of the target community for these offenses does not reasonably correspond with the severity
of punishments such as imprisonment.

This article explores the concept of the principle of preserving economic stability, analyzing its relevance and
relationship to tax crimes.

2. PURPOSE

The primary contribution of this study lies in evaluating the extent to which tax crimes align with the principle
of preserving economic stability. This evaluation is crucial as it offers an opportunity to improve tax legislation
and enhance the effectiveness of the national tax system. By carefully investigating the relationship between
tax crimes and economic stability, the study aims to identify specific legal provisions that may, in their effort to
impose severe penalties for tax violations, unintentionally undermine economic security. Such provisions could
potentially lead to adverse outcomes like capital flight, which, in turn, might diminish the country’s financial
stability rather than promote transparency and compliance. The research thus encourages the rethinking of
punitive measures and advocates for more balanced and economically appropriate tax policies that take into
account the broader impacts on the national economy.

Furthermore, the findings of this study could serve as a valuable resource for lawmakers and policymakers,
offering insights into the development of more effective and proportionate responses to tax violations. These
responses would be in harmony with the current economic conditions of the country, ensuring that the tax
system is both fair and effective. By fostering this alignment, the study promotes the creation of a tax system
that not only generates revenue but also nurtures public trust. This trust is critical for encouraging voluntary
tax compliance, which ultimately supports the long-term stability of both the fiscal and economic systems.

3. METHODOLOGY

This research adopts an analytical approach and primarily uses a documentary study method to examine the
legal and economic aspects of tax crime legislation. The analysis is based on a thorough review of relevant legal
texts, especially the Direct Taxation Law of Iran (2015), along with scholarly articles, judicial decisions, and of-
ficial government reports. These resources provide essential context for understanding how tax offenses are
defined and penalized in the legal system.

Through a systematic review of these materials, the study aims to evaluate how the criminalization of tax of-
fenses aligns with the principle of economic stability. The collected data is analyzed within a qualitative le-
gal framework, focusing on the interpretation of legal norms and their broader economic consequences. This
methodological approach offers a clearer insight into the legislative rationale for imposing criminal penalties
and allows for an assessment of the practical outcomes of enforcing these provisions within the Iranian context.
By doing so, the study provides a comprehensive understanding of how tax crimes are addressed within the
legal system and their impact on the country’s economic stability.

4. FINDINGS

It appears that the only tax offense aligned with the principle of economic stability preservation and eligible
for criminalization is the concealment of economic activity and the concealment of income derived from it, as
outlined in Clause 2, Article 274 of the Direct Taxation Law. Given its widespread nature, this violation can pose
a serious threat to economic transparency and the integrity of the country’s financial system, potentially leading
to economic instability.

In contrast, other tax offenses do not cause significant harm to the national economic system and can be ef-
fectively prevented through non-criminal measures (such as administrative fines, financial restrictions, and

regulatory oversight). Thus, their criminalization under this principle appears neither logical nor reasonable. In
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such cases, resorting to criminal sanctions is not only unnecessary but may also lead to increased judicial costs
and impose undue pressure on economic actors.

5. CONCLUSION

The present study explores the extent to which the principle of preserving economic stability can serve as a
legitimate and rational foundation for the criminalization of tax offenses under Iran’s Direct Taxation Law. In
doing so, the research begins by examining the legal characteristics and classifications of tax offenses, followed
by an analysis of the theoretical underpinnings of criminalization through the lens of economic stability. Finally,
the study compares these two components and evaluates the consistency and legitimacy of their interrelation
within the framework of the existing legal structure.

Among the relevant provisions of the Direct Taxation Law, Articles 161 and 274 specifically address tax-related
crimes. Article 161 provides for discretionary imprisonment of the sixth degree for certain tax violations, while
Article 274 outlines a broader and more detailed framework of criminal penalties. This includes punishments
such as imprisonment from six months to two years, monetary fines, flogging (between 31 and 74 lashes), depri-
vation of social rights for a duration of six months to five years, and even public disclosure of final court rulings
through the media. Furthermore, Article 275, which pertains to legal entities rather than individuals, imposes
penalties such as the prohibition of specific business activities and restrictions on issuing commercial docu-
ments, ranging from six months to two years. These legal measures indicate a strong reliance on criminal law
as a regulatory tool within the tax system.

However, a nuanced interpretation of tax law—particularly in relation to the principle of economic stability—
suggests that such extensive criminalization may not always be justified. A proper understanding of the legal
and economic rationale behind punitive provisions is essential for enhancing the functionality of the tax system.
This includes its role in revenue generation, enforcement of fairness, and the realization of tax justice. From
this perspective, the study’s findings indicate that Iran’s legislature and, to a lesser extent, the judiciary, have in
practice expanded the scope of criminal law to cover nearly all forms of tax evasion. Yet, this broad criminaliza-
tion does not consistently reflect the underlying principle of economic stability.

In fact, among the numerous criminalized behaviors listed in the law, only Clause 2 of Article 274—which pertains
to the concealment of economic activity and income derived from it—can be clearly and directly linked to the
preservation of economic stability. This specific offense, due to its widespread nature and its detrimental impact
on transparency, fair market competition, and the functionality of the financial system, can reasonably be clas-
sified as a genuine threat to national economic order. As such, its criminalization appears justified. In contrast,
many other tax offenses outlined in the legislation do not pose a significant threat to macroeconomic stability
and, thus, may not warrant criminal sanctions.

This observation raises an important point about the inconsistency of the legislature’s approach. While certain
serious offenses are left uncriminalized and addressed as mere administrative violations—such as those men-
tioned in Articles 51 and 211-others that pose less economic risk are subject to harsh criminal penalties. This
imbalance reflects a lack of coherence in legislative intent and policy, undermining both the legitimacy and ef-
ficacy of the current tax enforcement regime.

Moreover, this lack of coherence appears to have broader implications for the business environment in Iran.
Evidence from recent reports, particularly the National Monitoring of the Business Environment (2024) by the
Iran Chamber of Commerce Research Center, indicates that tax collection practices—including arbitrary audits
and inconsistent enforcement—rank as the fourth most significant obstacle to business activity in Iran. This
places tax-related challenges ahead of issues like state interference in pricing, unfair competition from state-
owned enterprises, and lack of modern technologies. These findings suggest that the legislative framework does

not adequately prioritize economic facilitation or business predictability. (Iran Chamber of Commerce Research
Center, 2024)
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From a legal and social perspective, imprisoning individuals who actively contribute to the national economy
is inconsistent with the principles of human dignity and justice. Many instances of tax evasion result from the
complexity of tax laws and weaknesses in oversight mechanisms, rather than purely criminal intent. Moreover,
some business owners believe that tax officials often presume them to be thieves or criminals by default, lead-
ing them to lie in self-defense. Nevertheless, these business owners acknowledge that producers are an integral
part of the government structure, not adversaries. They argue that producers should not be the most accessible
targets for applying pressure or complicating the business environment; rather, improved production generates
higher revenues for the government (Heydarinejad & Colleagues, 2018).

In light of these findings, a reconsideration of the current criminalization approach to tax offenses seems both
timely and necessary. Several factors reinforce this recommendation: the low number of imprisoned tax offend-
ers, the urgent need to reduce the prison population, the goal of protecting government revenue, and the po-
tential benefits of reclassifying certain criminal offenses as non-criminal violations. By drawing on the pre-2016
tax code, a path forward could involve transforming criminal tax offenses into administrative violations, handled
through civil penalties, financial sanctions, and regulatory enforcement mechanisms.

Such a shift would reduce the burden on the judicial system and promote a more balanced, efficient, and trust-
based tax enforcement model. Moreover, administrative tools—such as substantial monetary fines, temporary
suspension of financial privileges, and mandatory compensation for damages—could serve both deterrent and
corrective purposes, without the harsh social and economic consequences associated with criminal penalties.
This approach would also align with broader decriminalization policies and global trends toward alternative
dispute resolution and non-penal enforcement in tax systems.

Ultimately, by revisiting the criminalization of tax offenses and shifting toward preventive, administrative, and
economically proportionate sanctions, the Iranian tax system can move toward greater transparency, improved
compliance, and restored public trust. This, in turn, would not only enhance the stability of government rev-
enues but also contribute to the overall health and resilience of the national economy.

Keywords: The principle of economic stability preservation, principles of criminalization, tax offenses, principle

of economic security.
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