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Abstract

Introduction: Agency theory attributes managers' opportunistic behaviors,
including tax avoidance, to conflicts of interest with shareholders. In contrast,
signaling theory introduces the selection of high-quality auditors as a mechanism to
signal transparency to the capital market. Meanwhile, managerial conservatism, as a
corporate governance mechanism, can reduce agency costs and moderate opportunistic
behaviors. Given the importance of tax revenues in Iran's economy and the role of
audit quality in financial information transparency, this study investigates the
mediating role of conservatism in the relationship between tax avoidance and audit
quality. Previous research has primarily examined the effect of tax avoidance on firms'
returns and profitability, but the relationship between tax avoidance and audit quality
with the mediating role of managerial conservatism in the Iranian Stock Exchange has
not been investigated. This study contributes to the literature by examining whether
conservatism can moderate the link between tax avoidance and audit quality. To this
end, two hypotheses based on theoretical foundations were developed and tested: the
first hypothesis examines the significant relationship between tax avoidance and audit
quality, and the second hypothesis tests the moderating role of managerial
conservatism.

Method: This study is applied in terms of purpose and quantitative in nature,
examining the relationship between tax avoidance and audit quality with an emphasis
on the moderating role of managerial conservatism. The statistical population includes
all non-financial companies listed on the Tehran Stock Exchange during the period
from 2013 to 2024. Instead of conventional sampling methods, a criterion-based
screening method was used to include all eligible companies in the study. Companies
that did not meet the entry criteria were systematically excluded. Finally, the final
sample consisted of 136 companies that met all research conditions during the study
period. Data analysis was performed using a combination of statistical and data mining
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methods. Descriptive statistics were calculated using SPSS software version 24. To
test the research hypotheses, multivariate regression models were estimated using
Eviews software version 12. Furthermore, to enhance the robustness of the results and
investigate possible nonlinear relationships between variables, the decision tree data
mining model was used as a complementary method using SPSS Modeler software
version 18.

Findings: The findings of this study indicate a statistically significant negative
relationship between tax avoidance and audit quality, meaning that an increase in the
level of corporate tax avoidance is associated with a decrease in audit quality. The
results of supplementary analyses indicate that managerial conservatism plays a
significant moderating role in the relationship between tax avoidance and audit quality,
such that managerial conservatism reduces and moderates this negative relationship.
Furthermore, the results of the decision tree data mining model confirm the effect of
tax avoidance on audit quality and indicate that firm size and managerial conservatism
have the greatest impact on the audit quality of the examined companies.

Conclusion: The overall results of the study indicate a significant negative
relationship between tax avoidance and various dimensions of audit quality.
Specifically, higher levels of tax avoidance are associated with reduced audit quality,
indicating that companies employing aggressive tax avoidance strategies typically
experience lower audit quality. Additionally, managerial conservatism plays a
significant moderating role in the relationship between tax avoidance and audit quality,
with conservative management reducing the negative effects of tax avoidance on audit
quality. It should be noted that this moderating effect on the relationship between tax
avoidance and auditor tenure was not significant, which may be due to the
predominance of institutional and regulatory factors such as auditor rotation
requirements over managerial tendencies. The results of the decision tree data mining
model also confirm the above findings. Based on these findings, firm size and
managerial conservatism were identified as determining and statistically significant
factors in all audit quality measurement criteria. Furthermore, the variables of tax
avoidance, accruals, and return on assets showed statistically significant effects on
audit quality in most cases. Based on the findings of this study, strengthening financial
and tax transparency and supervision, utilizing advanced technologies such as artificial
intelligence in auditing, improving reporting standards and corporate governance
requirements, and enhancing the knowledge of market participants are recommended.
Investors should also pay special attention to companies' tax behavior, audit quality,
and managerial conservatism, and avoid investing in companies that pursue aggressive
tax avoidance strategies.
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Table 5. Results of the First Model

v sauas o pls Laass o gl 0510
. ) o ) o ) gl i
Jisl yladie oyl 0] 0ol
Jlis! Jleis
ofeee oIV RN Y/-5Y ofeee AVAR\N o wilylg Slaods (905l
ofees Y/-¥Y ofees YY/SA- ofens YEIDVY »od F 905l
e Yy/ovy oo YVIYAA ofeee AEZARY ol g0l
Jole o s CadsS Ao (51l (bl AR5 (S puiie ol b
09 ool gaas s jaass o e o510l 09 LSy
oebly | e b Sl 6 Mo ablcups | ORRIR Wi
(VIF) Jlis! t oL Jlis! t oL Jleis! t
—+/AY- -/\ay A )
- Moo 51 o2 s
ofees -sIvs- -IYVE V/+aa ofoen =V JAYY
AR —o/ovY =YY
VVEY SWb Gl
of+N A TARS of-0 -Y/Va) -/+¥a —y/avy
ALY A% I\
V0¥ oSy ol
fees A/AFY e O/¥0 feee V- I¥AS
/ <Y ofes¥ JY.s "
V/yof oy
-/yaf V/-0- -[A0A -[-0Y -/-¥4 Y/AM e
<IVVE RV - [¥AY
VIEY oS ys Jlo p ool
ofevy /Y. /A \Ara ofeen N¥YVF
=[50 AL AN
Y/o-¥ b olyl> 033
-[SFY Ara AN ; —V/0AY -1\o- AR
—+/-0¥ ofeey —+\\- ]
VIVEY dolyy A,
o/ e NG -\SF ofeen -¥/vo-
ofees ov/fov ofees YE/5eY fens FAIYY Jess! g / F o)l
-/\AA - IVAY -ISVE Jhe e Gy
VVYY VIAYY AARE: O3l 90 0ol

solp> 15, AREV da I ls 03k ROA ¢ Jlo pyal -LEV ¢ caps o8l :TA 05l051 5120 ¢ UL olizsl :Tax Avoid

55 oally pyg8 oigesl bl motledl Gl (Stuandsd 3929 pis I (Sb guilym 0 oylel jalis
Oigs claie > aden 32 pis Sile ol @l 4 oud pll St (slayite ( (bSeb )y sl
CuiS y (goboline g Lo U Lo Clin] a8 amd po (i o ples CudS iomis Jle s yp gl



YVY (.‘UJ)}UM) ....... bwj»%jégbvh:’\

soS bl jl Sl (/¥ (ybline pdaw b —V/AVY) wplus o5l jlas (ly 8l cpl )l o plas

el 050 jlire )0 el g oo 0blie Caio ) et e plus Ol ials 1o (/10 (g boline
ol gl S (2l a1 g (gl 0,90 LS 4 les (+/ 0 (g yboline o b —Y/¥NA) Lo plus
S oline il L Wl Glitsl Lial3a) a8 Casl o 51 LSl jlro dus pi (sladil cggeime 13 33,5 e
A8l e olpor (ol

2 Copie S aliblone ()5 L 156 e (mo3 pod e B 90l (sl fiRg Y 093 And B (y05]
03,5 )55 Jodo 50 o)l ol a5 cowl oas odlil pgd Jae 5l ¢ pw plas cuiS g SWle Glisl o dal,
Slaonl JSdo b ol (guai 093 g oyl 031051 (sl jline 3 pgd o & i Sl Lise olol 2 o
ol ) ely il laed laoblagily il ly oplus mass jhas )3 45 o 5 sl delgo by
Jao &5l Gl 51 (Sl (od 0903l) F 903l s sl 0 oslitis] atblyprass Slagye Sl g 5 JSio
(Jdo g9 O ogdle Bl cpl S (o (59, ol SIS I 5l ol CdST slajbas (oled 13 g2
ool 90] rizmed bl o (gl CkS (fine g (elaie S lgie 4) 8 b Clad g5 8 orimd i
ol Sl oSl B dy 5 (Balad il dg2g pas oaiSunll ol @bt o5 a8 plogl olas ISl ) sl
ul 043 plodl ol I 509, b Ghagh Jde Joot el pl sl 0390 gl (605U lgie

gy pgd o gl T Jouts
Table 6. Results of the Second Model
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Table 7. Summary of Statistical Findings
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