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Abstract

his study investigates the impact of financial inclusion on tax revenue in Iran
over the period 1980-2022 using the novel Wavelet Quantile-on-Quantile
Regression (WQQR) approach. This advanced methodology enables the
examination of the relationship between variables across different quantiles
and multiple time horizons, including the short, medium, and long run. Tax
revenue is considered the dependent variable, while financial inclusion,
inflation, trade openness, real GDP per capita, and urbanization are included
as explanatory variables. Preliminary analyses, including the Brock—Dechert—
Scheinkman (BDS) test and Q—Q plots, reveal significant nonlinear dynamics
and asymmetric distributions in the time series, thereby justifying the
application of wavelet-based quantile methods. The empirical findings
indicate that the effect of financial inclusion on tax revenue is heterogeneous
across time horizons. In the short run, its impact is limited and depends on the
level of financial inclusion. In the medium run, improved access to financial
services and greater informational transparency generate a significant positive
effect. In the long run, financial inclusion consistently and sustainably
enhances tax revenue. The effects of the control variables also exhibit dynamic
and distribution-dependent patterns. Inflation exerts a negative effect in the
short run, although this effect gradually weakens over longer horizons. Trade
openness generally has a positive impact on tax revenue, while economic
growth strengthens tax revenue across all time scales. Urbanization also
contributes to broadening the tax base in the long run. Overall, the findings
suggest that promoting financial inclusion, together with institutional reforms
and the digitalization of the tax system, can serve as a key policy instrument
for enhancing the sustainability of tax revenues in Iran.
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