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Abstract:

This study aims to highlight the most important concepts associated with
the informal economy while illustrating the impact of tax evasion on the informal
economy’s phenomenon as one of its most important causes. The study found that
the informal economy is a form of tax evasion, and the latter is one of the most
important causes of the informal economy’s emergence and growth. We note that
each phenomenon plays a causal role and an impact on the other phenomenon
through a positive reciprocal relationship between them. This is because the
informal economy is based on activities whose actual value is not recognized by
the government organs and which are not included in the calculation on national
output, nor does it receive taxes from it. Economic dealers, therefore, resort to the
informal economy as it facilitates tax evasion, while the state suffers from
economic loss in terms of lost tax revenues.

Keywords: Informal economy; tax systems; tax evasion; tax revenues.
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