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Abstract

Purpose: Tax avoidance is a type of abuse of tax laws and is related to finding ways to
evade paying taxes in tax laws and trying to find legal ways to reduce the amount of tax
paid. The main objective of this research is to investigate the relationship between avoiding
paying taxes on capital costs and asset growth in companies listed on the Tehran Stock
Exchange.

Method: The method used in this research was to collect library information and also use
the Tehran Stock Exchange database, and the data were examined retrospectively. The
regression method used was multivariate and the data structure used was also in the form of
a panel, and regression was examined to implement the regression assumptions. The
statistical population of the research, according to the screening pattern and systematic
elimination method, includes 180 companies listed on the Tehran Stock Exchange and in
the 8-year period from the beginning of 2016 to the end of 2023.

Findings: Two hypotheses have been proposed to conduct the research, and the results of
the regression of the research hypotheses showed that: Avoidance of tax payments has an
effect on the growth of assets and the growth of the cost of capital of companies. Therefore,
the two research hypotheses were confirmed.

Conclusion: Tax avoidance leads to the growth of corporate assets and ultimately to empire
building by firms. When managers incur substantial expenditures across various areas,
including the acquisition of capital assets, this suggests that managers pursue empire
building within their firms through such investments. This behavior results in the
immobilization of the company’s cash resources in fixed assets, the loss of various emerging
investment opportunities, and consequently affects the growth of firm value and shareholder
wealth.
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