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ABSTRACT

Economic inequality in Iran has worsened due to a tax system heavily focused on
income and consumption rather than accumulated wealth. This study evaluates the
legal foundations, institutional capacities, and practical constraints of introducing a
comprehensive wealth tax within Iran’s tax law framework. Using a descriptive—
analytical approach, it examines constitutional principles, ordinary legislation, and
policy documents to identify normative bases and structural barriers. The analysis
reveals that the primary obstacles to implementing an effective wealth tax include
the lack of a coherent statute, fragmented and temporary asset-related provisions,
weak asset-identification and valuation systems, and concerns regarding private
property rights. Nonetheless, a systematic reading of the Constitution confirms that
wealth taxation possesses sufficient legal legitimacy to promote social justice and
the public interest, provided it aligns with tax justice and proportionality principles.
Consequently, the study develops a tripartite legitimacy framework, centered on
social justice, sovereign authority, and proportionality, and proposes a gradual
implementation model targeting very large, non-productive fortunes. These findings
offer a solid normative and institutional foundation for drafting a comprehensive
wealth tax act in Iran, ultimately guiding the fiscal system toward a more equitable
distribution of wealth and income.
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1. INTRODUCTION

Ensuring economic and fiscal justice is one of the central commitments of the legal
and constitutional order in Iran and is regarded as an essential component of social
justice. The constitutional framework imposes a clear duty on the state to prevent
excessive concentration of wealth, to reduce unjust inequalities and to secure fair
access to economic opportunities for all citizens. In practice, however, recent
decades have witnessed a widening class gap, an increase in the concentration of
wealth in the hands of a relatively small minority and a growing mismatch between
the formal commitments of the legal system and the realities of income and wealth
distribution. A significant part of this mismatch can be attributed to the structure of
the tax system. The dominant orientation of taxation towards income and
consumption flows has meant that large parts of accumulated wealth, especially
substantial and often unproductive assets, remains either outside the effective scope
of taxation or subject only to fragmented, partial and short-lived measures. As a
result, the tax system has not been able to fulfil its redistributive function in a manner
consistent with the constitutional commitment to social justice.

Against this background, the core objective of the present article is to assess whether
a comprehensive wealth tax can be designed and implemented within Iran’s tax law
system as a legitimate, efficient and fair instrument for reducing economic
inequalities. To achieve this objective, the article pursues three interrelated tasks:
first, to clarify the concept, forms and theoretical foundations of wealth taxation;
second, to analyse the current constitutional and statutory framework governing
taxation of wealth-related items in Iran; and third, to identify the main legal,
institutional, economic and cultural challenges, and to propose a coherent set of
reforms. The distinctive contribution of the study lies in developing a constitutional
and public-law based understanding of wealth taxation and in formulating a
structured framework of legitimacy that can guide the future design of a
comprehensive wealth tax.

2. MATERIALS AND METHODS

The research employs a qualitative, descriptive—analytical methodology grounded in
public-law reasoning and doctrinal analysis. It is based primarily on the examination
of legal and legislative documents, including the Constitution of the Islamic
Republic of Iran, the Direct Taxation Act, the Value-Added Tax Act, subsequent
amendments and related by-laws and budgetary provisions concerning property and
other wealth-related items. These sources are complemented by an analysis of
institutional practice and interpretive approaches, in particular those relating to the
limits of property rights, the permissibility of taxation and the balance between
individual rights and the public interest.

The study proceeds by systematically interpreting constitutional and tax-law norms
through the lens of justice-oriented principles such as tax justice, the ability-to-pay
doctrine, proportionality of the tax burden and the social responsibility of ownership.
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It combines conceptual analysis with critical evaluation of the structure and
performance of existing tax provisions affecting wealth. Although the data are
qualitative, the research has an applied orientation, aiming not only to clarify the
normative foundations of wealth taxation but also to formulate concrete policy and
legislative recommendations for improving the design of the tax system.

3. RESULTS AND DISCUSSION

The findings of the study can be summarized in four main results:

First, at the conceptual and theoretical level, wealth taxation is closely linked to the
principles of vertical and horizontal equity and to the broader idea of tax justice.
Wealth taxes aim to ensure that individuals with greater net wealth and higher
economic capacity bear a larger share of the overall tax burden. In contrast to taxes
on income or consumption, which are tied to flows of revenue or expenditure, wealth
taxes focus on the stock of accumulated assets and therefore provide a more direct
instrument for addressing long-term concentration of wealth and structural
inequality.

Second, the analysis of the constitutional framework shows that, although the term
“wealth tax” is not explicitly used, the combination of constitutional principles
concerning social justice, prevention of undue concentration of economic power,
regulation of the economy and recognition of popular sovereignty provides a
coherent normative basis for wealth taxation. Property rights are recognised as
legitimate and protected, but they are not absolute; they must be exercised within the
limits of the public interest and social justice. General, non-confiscatory taxes
introduced by law, applied according to clear and predictable criteria and designed
to promote equitable distribution of resources are therefore compatible with this
framework.

Third, the examination of ordinary tax legislation reveals that the main structural
weakness of the existing system lies in the absence of a comprehensive wealth tax
statute. Current rules relating to assets (such as inheritance tax, annual tax on
high-value real estate and occasional levies on luxury vehicles) are scattered across
different legal instruments, sometimes appearing only in annual budget laws, and are
not integrated into a single, stable and coherent regime. In addition, the
implementation of these rul es suffers from incomplete information on asset
holdings, lack of an integrated asset registry and limited coordination between the
authorities responsible for taxation, banking supervision, land registration and
capital markets. Consequently, a substantial share of large fortunes remains lightly
taxed, while wage-earners and consumers bear a disproportionate portion of the
overall tax burden.

Fourth, the study identifies a series of legal, institutional, economic and
socio-cultural challenges that must be addressed for an effective wealth tax to be
introduced. Legally, clear definitions of taxable net wealth, the relationship between
wealth taxation and other tax bases and safeguards against double taxation are
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required. Institutionally, there is a need for an integrated national asset information
system, binding rules on data sharing among relevant authorities and the
development of specialised expertise in asset valuation. Economically, careful
differentiation between productive and non-productive assets, the design of
reasonable and predictable tax rates and the use of inflation-adjusted valuation
mechanisms are essential to avoid negative impacts on productive investment and to
ensure fairness. Socio-culturally, the success of wealth taxation depends on
improving tax-compliance culture, strengthening public trust in the fairness of tax
collection and expenditure and communicating clearly the redistributive and
justice-enhancing functions of the tax system.

On the basis of these findings, the article argues for a multi-layered reform strategy
structured around three pillars: legal and normative consolidation, institutional and
technical capacity-building and socio-cultural support measures. At the centre of this
strategy stands the adoption of a comprehensive wealth tax act that consolidates
existing asset-related provisions, defines the scope of taxable net wealth, introduces
progressive rate schedules above high thresholds and guarantees taxpayers’
procedural rights. This legal reform must be accompanied by the creation of a
national asset registry, effective inter-agency cooperation, professionalisation of
valuation processes and clear differentiation between productive and speculative or
luxury assets. In parallel, transparency in reporting wealth tax revenues and in
specifying the social and developmental uses of these revenues is necessary to build
and maintain public support.

4. CONCLUSION

The overall conclusion of the study is that a comprehensive and well-designed
wealth tax can serve as an important instrument for reducing economic inequalities
and strengthening the redistributive capacity of the tax system in Iran. The
constitutional and legal order provides sufficient normative support for such a tax,
provided that it is grounded in the principles of tax justice, proportionality and
respect for legitimate property. The main obstacles are therefore not conceptual or
constitutional in nature, but lie in the current fragmentation of legislation, the
weakness of information infrastructure and institutional capacity and the lack of a
coherent, long-term policy vision.

In light of this conclusion, the article advances several key recommendations. First,
the legislature should adopt an independent and permanent wealth tax act that clearly
defines taxable net wealth, sets high exemption thresholds and progressive rates,
coordinates wealth taxation with income and capital-gains taxes and embeds strong
procedural guarantees for taxpayers. Second, policy-makers should establish a
national asset information system that integrates data on real estate, financial assets,
bank deposits, vehicles and other relevant forms of property, supported by robust
rules on data protection and confidentiality. Third, the introduction of wealth
taxation should follow a gradual and targeted path, initially focusing on very large
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fortunes and predominantly non-productive or luxury assets, while providing
appropriate treatment or exemptions for productive assets that contribute to
employment and real-sector grow th. Fourth, the reform of wealth taxation should
be part of a broader re-balancing of the tax system, aimed at reducing reliance on
regressive consumption taxes and increasing the share of progressive direct taxes.
Finally, the article emphasises that the long-term viability and stability of a wealth
tax depend on the simultaneous fulfilment of three conditions: constitutional and
public-law legitimacy, economic efficiency and predictability and social acceptance
built on transparency and accountability. If these conditions are met, wealth taxation
can move from a marginal and temporary instrument to a central pillar of a
justice-oriented tax system in Iran and can play a meaningful role in narrowing
economic disparities and realising the social-justice commitments embedded in the
legal order.
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