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Abstract

This research aims to examine the relation between political costs and
tax gap using structural equation modeling approach. The sample
consists of 66 firms listed in Tehran Stock Exchange for the period from
2006 to 2013. Political costs are measured using the observable variables
such as capital intensity, concentrate rate, firm size, employee intensity
and risk, and tax gap is measured using the difference between
determined tax and declared tax. In addition, this study considers
profitability and leverage ratio as control variables. The results indicate
that there is no significant relation between political costs and tax gap,
therefore, there is no empirical evidence on the relation between political
costs and the tax gap in Tehran Stock Exchange.
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