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Abstract: Capital gains tax is capable to regulate the behavior of economic agents in the housing market. This
kind of tax could drive some speculative uses out of the housing market. This study aims to determine the
capacity of capital gains tax on residential units in Isfahan City. For this purpose, a taxation model is promoted,
then, a calculation model for estimating capital gains tax capacity on residential units in Isfahan City has been
designed. In this model, there have been used several variables such as sales prices, the number of residential
units, the maintenance period of the residential unit, the average annual growth of the housing price, the tax rate
on capital gains, and the probability density function and its cumulative one of the maintenance period. The
model was calculated by using R software and doing 32 lines of code. The lowest tax capacity estimation is about
350 billion Tomans and the highest one is about 1000 billion Tomans. The results show that firstly, the number of
transactions has a direct effect on the capital gain tax capacity. Secondly, the revenue from capital gains tax in the
short run is much larger than in the medium period. In other words, in the short term, because economic factors
don’t still adjust, capital gains tax yields more revenue, but in the long term by adjusting the behavior of house
owners, tax revenues vanished. This effect in public finance literature is called the lock-in effect.
Key Words: Tax Capacity, Capital Gain Tax, housing capital, Isfahan.
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