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 -Tax Differences: The Mediating Role of Audit Effort -                                           

Evidence from Firms Listed in the Egyptian Stock Exchange 

 Abstract: 

The research examines the role of the digital transformation of the Egyptian tax 

system in reducing book- tax differences (BTDs), to determining whether this 

transformation has a role in reducing the opportunistic behavior of management, 

represented in tax management and earning management, and implicitly testing the 

effect of that digital transformation on accounting information quality. Also, the 

research goal was extended to testing the mediating role of audit  effort, in attempt  

to Interpretation the main relationship. 

The finding of the main analysis resulted in a direct negative effect of the digital 

transformation of the Egyptian tax system on the book- tax differences, which 

reflects the positive impact of this transformation and its monitoring role in reducing 

tax management and earning management. And regarding to testing the main 

relationship, considering the mediating role of the  audit effort, which was measured 

by: audit report  lag and the audit fees. The finding revealed that the audit report lag 

does not mediate the negative impact of the tax system digital transformation in 

reducing book- tax differences. On the other hand, audit fees, mediates the negative 

effect of the tax system digital transformation on book- tax differences, which 

reflects an indirect relationship between them. Through sensitivity analysis the 

researcher applied the path analysis and reached results consistent with the findings 

of the main analysis, that regarding an indirect negative effect of the tax system 

digital transformation on book- tax differences, mediated by audit fees as a partial 

mediation.  

Through additional analysis, the researcher retested the research model 

considering what the basic analysis finding. The dependent variable (book- tax 

differences) was replaced with two dependent variables, both of which reflect the 

quality of financial reports from a different perspective: tax management and 

earnings management. The finding resulted in a direct negative (positive) effect of 

the digital transformation of the tax system on tax management (effective tax rate). 

There is also an indirect negative effect of the digital transformation of the tax system 

on earnings management, mediated by audit fees as a full mediation. 

Key words: Digital Transformation - Egyptian Tax System - Book Tax Differences 

- Audit Report Lag- Audit Fee - Tax Management - Earnings 

Management. 
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