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Abstract

In this article, we try to examine how to eliminate poverty and inequality through
the negative income tax system. In this study, the rate of poverty and inequality is
calculated through Kakwani poverty indicators and Gini coefficient inequality index,
respectively. Negative income tax rate (0.5) for the income distance to the poverty
line, is considered and the statistical sample of the study includes the cost and
income of 12961 urban households in Iran in 2018. The results of this study show
that the plan to impose a negative income tax (0.5) will reduce the poverty
calculated based on the Kakovani index from 0.54 to 0.24 which shows a decrease
of about 0.55%. The Gini coefficient decreases from 0.38 before the policy to 0.17,
which means a 55% reduction in inequality. On the other hand, to completely
eradicate poverty in Iran, according to the data of 2018, there must impose an
increased tax rate of 60% on the income surplus of non-poor people up to the
poverty line.

Keywords
Poverty; Gini coefficient; Negative income tax; Kakwani poverty index.

JEL Classification: 132; K31; C49

!Associate Professor of Economics, Payame Noor University, Department of Economics, Tehran, Iran,
Email: khodadad@pnu.ac.ir

2 Associate Professor of Economics, Payame Noor University, Department of Economics, Tehran, Iran,
Email: yeganehmj@gmail.com

® Academic Member of Economics, Payame Noor University, Kashmar, Iran, Corresponding Author,
Email: hasanaama@pnu.ac.ir

Quarterly Journal of
Computational Economics

Vol. 1, No. 2, Spring 2022



mailto:hasanaama@pnu.ac.ir



