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Abstract

Tax evasion is one of the main challenges of tax systems, especially in small and medium-sized enterprises
(SMEs), which reduce the share of these companies in tax revenues by using illegal (tax evasion) or legal (tax
avoidance) methods. This study was conducted with a quantitative approach with the aim of providing a model
to identify factors affecting the quality of tax audits to reduce tax evasion in SMEs. A standard questionnaire
was distributed among 360 managers, auditors, financial specialists, and tax officials of small and medium-
sized enterprises (selected by convenience sampling) in 1403 and 1404. The data were analyzed using
structural equation modeling (PLS) in SmartPLS software. Although the structural equation model with partial
least squares (PLS) approach examined the relationships between dimensions (such as organizational factors
and audit quality improvement strategies) and tax audit quality, some potential confounding variables such as
sudden changes in tax laws, the level of administrative corruption, or economic developments (such as high
inflation in Iran) were not fully controlled. This limitation could affect the accuracy of the path coefficients
(such as 0.897 for the relationship between tax audit quality and tax evasion reduction). The results showed
that tax audit quality has a significant negative relationship with tax evasion. The findings are valuable for
policymakers, auditors, and managers of small and medium-sized enterprises and provide a basis for future
research.
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