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Abstract

By reducing their tax costs, companies can obtain more resources for investment and
thus be effective on the investment efficiency of companies. In the meantime,
facilitating liquidity management can influence investment decisions and contribute
to greater capital effectiveness. Based on this, this research has been conducted with
the aim of investigating the effect of tax avoidance on investment efficiency along
with the mediating role of cash holding among companies listed on the Tehran Stock
Exchange. For this purpose, the information of 113 companies in the Tehran Stock
Exchange during a 10-year period from 1393 to 1402 was used. The results obtained
from the data analysis using the multivariate linear regression method show that tax
avoidance has a significant inverse effect on cash retention and a direct and
significant effect on investment efficiency. Also, the effect of holding cash on
investment efficiency has been reversed and significant. Finally, using the Sobel
method, the mediating role of cash holding in the relationship between tax avoidance
and investment efficiency was also confirmed. Given the current economic
instability that has forced many companies to manage liquidity in order to determine
the balance between reducing future financial constraints and reducing the value of
assets, it provides valuable guidance and insights for investors and companies.
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