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Investigating the effect of the tax risk moderator role on the
relationship between tax avoidance and corporate risk

Mohammad Javad Bahrami?!
Samira Honarbakhsh

Abstract

This study investigates the moderating effect of tax risk on the relationship between tax avoidance and
corporate risk in firms listed on the Tehran Stock Exchange during the period 2016-2023. To this end,
data from 134 companies were collected and analyzed. The results indicate that tax avoidance has a
significant negative impact on corporate risk; in other words, tax avoidance reduces uncertainty
regarding future cash flows and thereby decreases corporate risk. Moreover, tax risk has a significant
positive effect on corporate risk, such that higher tax risk increases the volatility of stock returns and
consequently raises corporate risk. In addition, the findings reveal that tax risk moderates the
relationship between corporate social responsibility and tax avoidance, meaning that under higher tax
risk, the effect of corporate social responsibility on tax avoidance changes. The results of this study can
help tax policymakers, corporate managers, and investors to better understand the interaction between
tax avoidance, tax risk, and overall corporate risk.
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