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Abstract

Purpose: The objective of this study is to investigate the mediating role of earnings
management in the relationship between the financial crisis and tax avoidance among companies
listed on the Iraqgi Stock Exchange.

Method: In the present study, observation, experimentation, and statistical methods were
employed to collect data, categorizing it as fundamental-empirical research in terms of purpose.
Additionally, since this study aims to examine the interrelationships between variables, it is
classified as a correlational study. In terms of data type, it is documentary, and regarding
implementation time, it is post-event. To test the hypotheses, combined data (year-company) with a
retrospective nature were utilized. The study population comprised all companies listed on the
Iragi Stock Exchange from 2013 to 2022. From this population, 41 companies were selected
as a statistical sample using a systematic exclusion method. To test the first three hypotheses
of the study, we employed the multiple regression method utilizing mixed data. For the fourth
hypothesis, we applied the Baron and Kenny method (1986) along with the Sobel test to examine
the mediating effect of earnings management on the relationship between the financial crisis
and tax avoidance.

Findings: The findings indicate that the financial crisis has a positive and significant impact
on the company's tax avoidance strategies. Additionally, the financial crisis does not have a
positive or significant effect on earnings management. However, increased earnings management
significantly enhances the company's tax avoidance strategies. The role of earnings management as
a mediator in the relationship between the financial crisis and tax avoidance was not substantiated.
Consequently, only the first and third hypotheses of this study were supported.

Conclusion: Since the second hypothesis, which is a prerequisite for confirming the fourth
hypothesis of the study, was not validated, the mediating role of earnings management in the
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relationship between the financial crisis and tax avoidance cannot be accepted. The second
hypothesis of the study posits that the financial crisis leads to an increase in earnings management.
However, this hypothesis was not supported by the findings from companies listed on the Iraqi
Stock Exchange. This may be because managers tend to employ alternative strategies during
financial crises, such as adjusting the company's tax policy, utilizing tax exemptions, reducing real
costs, increasing sales through marketing efforts, and other methods, rather than engaging in
earnings management.

Keywords: Financial Crisis, Tax Avoidance Behavior, Earings Management, Iragi Stock
Market.
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1. Wooldridge Test
2. Modified Wald test for groupwise heteroskedasticity
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