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Abstract

This study examines the impact of tax avoidance on the relationship between overinvestment and
financial constraints in Iran to help managers make better tax decisions and practices, maintain cash and
use it for investment. In this study, the information of 153 companies listed on the Tehran Stock
Exchange during the years 1391 to 1398 has been used. Structural equation modeling (SEM) was used to
investigate the effect of variables and the partial least squares (PLS) approach was used to analyze the
patterns.The findings show that there is a negative relationship between financial constraints and over-
investment, but this relationship is significant. Also, despite the negative relationship between financial
constraints and tax avoidance, tax avoidance as an intermediary variable has a significant and positive
effect on over-investment. In conclusion, Limiting tax avoidance reduces investment. Because Tax
avoidance is a good source of internal financing that can affect the level of investment of the company
and overcome the capital in terms of Adverse selection, as well as affecting the growth of the size of the
company causes moral hazard.
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