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Abstract

Background: This study aim was to investigate the relationship between the importance of tax
exemption, financing and investment decisions on the performance of medical equipment
companies in the capital market of Tehran.

Methods: The research environment included Tehran capital market and the research
population included 29 companies. Using random sampling method, 101 managers or financial
and administrative deputies, financial managers, accounting heads and accounting experts were
selected and questionnaires were distributed among them. Using SPSS22 software
(demographic and reliability description) and Smart PLS2 software, confirmatory factor
analysis (review of measurement model) and exploratory factor analysis (review of structural
model), the fit and overall quality of the model was examined and research questions were
analyzed.

Results: Based on the results, tax exemption has a significant relationship with financing
decisions of medical equipment companies in Tehran capital market. Tax exemption has a
significant relationship with the investment decisions of medical equipment companies in the
capital market of Tehran. Financing decisions have a significant relationship with the
performance of medical equipment companies in Tehran's capital market. Also, investment
decisions are significantly related to the performance of medical equipment companies in the
Tehran capital market.

Conclusion: It can be shown that the necessary support, such as tax exemption, will increase
the performance of medical equipment companies in the Tehran capital market by influencing
investment and financing decisions, considering the capacity of this sector and potential
markets.

Keywords: Economics; Equipment and Supplies; Investments; Tax Exemption; Work
Performance.
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Introduction

he dynamics of the business can play a negative role in the economy (2).
environment of companies have Several factors such as investment,

changed in recent years, so that they financing and tax exemptions for

face a kind of confusion in dealing with the
dynamics of the environment (1).
Production units play a major role in the
economic development and if they fail, they
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environmental changes have a very real
effect on the performance of the
organization (3). One of the issues that can
affect the investment of companies is tax
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exemptions. In the area of domestic
financing, it can increase the sources of
domestic financing, which ultimately leads
to an increase in investment (4). The issue
of financing is important in companies,
which medical equipment companies also
fall in this category, because such
companies generally have problems in
financing and investment. Previous studies
have estimated the role of tax exemptions
on strengthening investment skills and
financial provision and finally its effect on
the efficiency of medical equipment
institutions in the capital market of Tehran.
Also a model for examining such an issue
has not been presented and the role of
performance tax exemptions compared to
before completion of tax exemption plan
has not been addressed. Conducting such a
study not only contributes to the importance
of Tehran's capital market companies, but
also highlights the role of tax exemptions
on strengthening investment skills and
financial provision in medical equipment
companies, since it can lead into enhanced
performance and growth in the region. In
other words, by recognizing the role of tax
exemptions on financing and investment,
the government and decision-makers in
relation to medical equipment companies in
the Tehran capital market can adopt more
reasonable tax exemption laws. In the
macro dimension, it helps the country's
financial department in the direction of

international relations and economic
growth, since by increasing the
performance of medical equipment

companies in Tehran capital market based
on the model and relationships, not only the
government can benefit from economic
benefits, but also increasing the
performance of companies in the region
will lead to increased economic growth.
Also, since medical equipment companies
in Tehran's capital market are the arteries of
the country's trade, it can also help the
development of Iran trade. Therefore, this
research was conducted with the aim of
providing a model to show the role of tax
exemption and financial provision and
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investment decisions on the performance of
medical equipment companies in the
market of the capital city of Tehran.

Methods

The present study was an applied and
correlational research. It examines the
relationship between variables. Also, this
study was a quantitative research based on
the type of the collected data. The statistical
population included Tehran Capital Market
medical equipment companies, of which 29
companies were studied. It should be noted
that all companies have been operating
continuously for at least 3 years. In this
regard, an attempt was made to collect the
questionnaire equally from each company.
Priority was also given to answering the
questionnaire with managers and financial
and administrative deputies, financial
managers,  accounting  heads, and
accounting experts, respectively. This
process was done since April 2019 to
February 2021. Finally, based on the
number of active companies, the research
sample in accordance with the population
size was selected among managers or
financial and administrative deputies,
financial managers, accounting heads and
accounting experts. Accordingly, a total of
138 people were selected. In this regard,
based on the Cochran's formula, the
questionnaire was collected. The sample
size of this study was 101 people. 8
managers were randomly selected, 19 were
financial and administrative deputies, 26
were financial managers, 16 were
accounting heads, and the rest 32, were
accounting experts.

To test the accuracy of the theoretical
model of the research, the structural
equation modeling method was used by
SmartPLS2 software. To examine the
descriptive statistics and data preparation,
SPSS22 software was used. The conceptual
model of the research is shown in
accordance with Figure 1. In this figure, tax
exemption affects investment decisions of
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companies as well as financing decisions of
companies. Finally, investment decisions of
companies as well as financing decisions of
companies affect the function of medical
equipment organs in the Tehran capital
market.

Financing
decisions of
companies

Taxl Performance of
exemption medical equipment
compaes

Investment
decisions of
companies

Figure 1. Theoretical model of research
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Results

Table 1 presents the main variables of the
research based on descriptive indices such
as mean and standard deviation.

Table 1. Descriptive statistics of the main research

variables
Variable symbol mean SD

Performance of

medical equipment CP 2.926 0.966
companies

Tax exemption TE 3.363 1.087
Financing decisions FD 3.246 0.899
Investment decisions ID 2.696 1.054

Table 2. Adjusted coefficients of factor load

Row Items Symbol  Factor load
Existing tax exemptions facilitate investment TE1 0.710
tax exemptions and discounts are necessary TE2 0.515
The tax system along with tax exemptions affects the prosperity of businesses. TE3 0.530
s>:<_3| Tax exemptions reduce the dependence of businesses on government grants. TE4 0.771
® Tax exemption is an incentive for small and medium-sized businesses TES 0.514
x B " -
s Tax enterprises increase revenue for businesses. TE6 0.474
=S Thematic tax exemption increases investment. TE7 0.641
S Thematic tax exemption increases the recruitment of specialized human resource TES i
in businesses.
Tax exemptions in the Special Zone are intended to attract stray capital. TE9 0.813
A fair tax system brings prosperity to the business environment. TE10 -
The transfer of company shares to investors is a reliable method of financing. FD1 0.608
g The transfer of company sharels to m_vestors causes them to share in the FD2 0.703
g3 company's profits and losses.
g = Borrowing over long periods of time is more beneficial for the company. FD3 0.810
2 g Obtaining long-term loans to finance the company is a good offer. FD4 0.731
A combination of transferring company shares to investors and obtaining long-
.9 . . FD5 0.646
term loans is suitable for financing the company.
The amount of investment of companies in the last 4 years shows a growing
— ID1 0.856
a3 trend.
2.8 Profit after the tax deduction of active companies has been increasing. ID2 0.588
S 3 The income of active companies has increased compared to the last 4 years. ID3 0.896
© 2 The level of interest in investing in the stock market has increased compared to D4 0.798
previous years. '
Operating income has grown significantly over the last three years. CP1 -
The development chart of business services shows an upward trend. CP2 0.693
o Return on investment (ROI) in these businesses shows a favorable situation. CP3 0.743
G : - -
S Cost control and reduction programs have been associated with good CPa 0.842
3 effectiveness.
2 The organization's research and development programs have been associated
S . . CP5 0.657
3 with good effectiveness.
=) Business staff development has grown significantly over the past three years. CP6 -
g The health and safety of employees has been in a favorable status compared to Cp7 0.416
2 previous years.
® Level of citizens' satisfaction is an emphasis on the desired quality of services
. . CpP8 0.770
provided by these businesses.
New service development programs in the covered areas have been successful. CP9 0.607
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Table 3. Evaluation of reliability and validity of research model indicators

Dimensions of the research symbol Cronbach's cor'npqs'ite AVE CP TE FD D
model alpha reliability
Performance of medical
equipment companies cp 0.806 0.858 0.472 0.687
Tax exemption TE 0.775 0.837 0.401 0.539 0.633
Financing decisions FD 0.744 0.829 0495 034 0499 0.703
Investment decisions ID 0.803 0.869 0.630 0.589 0.57 0.225 0.793

To check the second and third criteria
(Cronbach's  alpha and  composite
reliability), the results related to the main
structures of the model are given in Table 3.
According to the results of Cronbach's
alpha and the combined reliability of the
main research indicators, it can be seen that
the desired values for both indicators and
for all research structures are higher than
0.7 (minimum acceptable level).

The values of Cronbach's alpha and
composite reliability in the case of research
structures are higher than 0.7, which
confirms the reliability of the model. Also,
based on the results of Table 3, it can be
seen that all AVE values are greater than
0.4. Therefore, in general, there is a suitable
convergent validity model for all hidden
variables. Divergent validity is also given in
Table 3 based on the methods of Fornell and
Larcker. As can be seen from the proposed
matrix, the AVE root of each construct
(values of the main diameter) is greater than
the correlation coefficients of that construct
with other constructs (row and column
values), which shows that the constructs'
divergent validity is acceptable.

Regarding the structural model, the tests
related to the measurement models indicate
the acceptability of the desired models.
Thus, structural model of the research was
estimated. In this regard, the coefficient of
determination (R?), which indicates the
explanatory power of structural models,
shows that in the structural model of
performance of companies, the coefficient
of determination is 0.511. In other words,
the desired variables could explain about
51.1% of the changes in the function of
medical equipment organs in the Tehran
capital market.

This work is licensed under a Creative Commons
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According to Figure 2, it shows that the
path coefficient of the tax exemption on
financing decisions is 0.499. This
coefficient is significant at 95% probability
level based on t-statistic. Therefore, it can
be said that with the increase of tax
exemption, financing decisions increase.

0.499 companies

Tax Performance of
exemption medical
R2=0.59

0.770 Investment
decisions of 0.645"

Figure 2. Structural model of research (*
Significance at 95% probability level)

Thus, the first hypothesis of the research
that’s states "tax exemption has a
significant relationship with the financing
decisions of medical equipment companies
in the Tehran capital market" is confirmed.
Also, the second hypothesis of the research
states that "tax exemption has a significant
relationship with the investment decisions
of medical equipment companies in the
Tehran capital market". In this regard, the
desired path coefficient is 0.770 and t-
statistic indicates that the desired value is
significant at the 95% probability level. In
other words, tax exemption leads to
increased investment decisions of medical
equipment organs in the Tehran capital
market.

The path coefficient of financing decisions
on the performance of companies is 0.195.
This coefficient is also significant at the
95% probability level based on t-statistic.
Therefore, the third hypothesis of the
research is confirmed at the 95%
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probability level. Finally, based on the
results, it is observed that the coefficient of
investment decisions on the performance of
companies is 0.645 and is significant at the
level of 95% probability.

Therefore, it can be stated that with the
increase of investment decisions, the
performance of companies increases.

In general, based on all the results, it should
be stated that with the increase of tax
exemptions, medical equipment companies
in Tehran capital market will increase
financing and investment. Then, with the
increase of financing and investment, the
performance of the desired companies will
increase.

Discussion

One of the main issues considered always
by companies is the performance of the
company. This performance can be based
on the amount of investment of the
company, financial availability as well as
tax incentives such as tax forgiveness for
medical equipment companies in the
Tehran capital market, so that with
increasing tax exemptions, companies have
more access to the company's financing
sources and thus can invest more.

Also, in the tax exemption conditions,
companies provide more transparent
financial reports since they do not seek to
avoid taxes. Therefore, foreign financing
will be achieved more easily. Finally, with
the increase of investment and financial
availability, the function of the company
improves. The present study has a scientific
contribution to the research in two ways.
First, in this study, medical equipment
companies in the Tehran capital market
were investigated. In this regard, the
majority of companies surveyed are start-
ups and have a long way to increase
performance, and the present study in
association with the growth of these
companies.

Also, in this study, the issue of tax
exemptions and the role of these tax
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exemptions on performance through
investment and financing decisions were
investigated. Although previous studies
have evaluated the dual relationships of the
variables of this study, the issue has not
been addressed simultaneously so far. The
results of this study can also pave the way
for future studies of medical equipment
companies in the Tehran capital market and
help governments to further develop these
medical equipment companies in the
Tehran capital market and increase the
function of medical equipment organs in
the Tehran capital market in this region.

Results showed that with increasing tax
exemption, financing decisions increase. In
this regard, with increasing tax exemptions,
companies will have more available to
financing sources and thus can make more
investments.  Also, regarding  tax
exemptions, companies provide more
transparent financial reports because they
do not seek to avoid taxes. Therefore,
foreign financing will be achieved more
easily. In this regard, Luo et al. (5), Luo et
al. (6), Gatsi et al. (7) and Politou et al. (8)
achieved similar results. In Iran,
Khidamipour & Amininia, found a negative
relationship between tax evasion and debt
expense (9).

In this regard, tax exemption leads to an
increase in investment decisions of medical
equipment companies in the Tehran capital
market. Tax dealing with investment and
income has significant effects on the cost of
using capital. A tax exemption for
investment reduces the cost of investing
and increases the desired capital stock.
Akhmadeev et al. (10), Niemann (11) and
Alves (12) also achieved similar results on
the negative impact of taxation on
investment. In Iran, Pajhwian & Khosravi
(13) and Rostami & Asadzadeh (14)
obtained similar results.

Finally, based on the results, investment
decisions had a significant role in the
performance of companies. In this regard, it
should be noted that an increase in
investment, if the current net value of the
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investment is positive, will lead to an
increase in company performance.

Grant & Yeo (15) and Minaie & Samadi
(16) also achieved similar results.
Considering the effect of tax exemption on
the investment of medical equipment
companies in the Tehran Capital Market,
such companies experience a downward tax
rate, which will encourage investment and
expand production capacity to the
economic scale of production. In the US tax
system, in the 1980s, tax rates on earnings
of companies, after several incremental
rates, experienced a declining rate for the
last floor. Based on the results, this
experience in the Iranian economy can also
encourage investment. How taxes are
dealing with investment and per capita
income has significant implications for the
cost of using capital.

A tax exemption for investment reduces the
cost of investing and increases the desired
capital stock. Ultimately, it leads to an
increase in the performance of companies.
Also, since investments are different and
have different lifespans, different tax
combinations will affect resource allocation
and investment. The longer the long-term
investment, the higher the earnings and the
lower the effective tax rate, so the
investment trend will change and the
investment flow will move towards long-
term investments. Thus, by applying for
various tax exemptions, the government
encourages  investment in  medical
equipment companies in the Tehran capital
market, which may reduce tax revenue in
the desired period, but by encouraging and
increasing investment, future tax revenues
will increase. With increasing tax
exemptions, companies have more
available to the company's financing
sources and thus can make more
investments.  Also, regarding  tax
exemptions, companies provide more
transparent financial reports because they
do not seek to avoid taxes, so foreign
financing will be achieved more easily.

This work is licensed under a Creative Commons
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In this regard, Luo et al. (6) proposed
success in the area of tax-credit provision,
so that the bank gives a certain amount of
credit to companies, which is mainly based
on the amount of past corporate tax
payments reported by the tax office. This
credit line is a specific unit of total tax
payments that through credit ranking of the
tax office, asymmetric information between
companies decreases.

Thus, banks can provide loans without
collateral, which can be considered a
solution to the problem of financing
companies (due to low wealth and issues
raised in small and medium-sized
companies). Also, many companies evade
taxes through various means for their
benefit, and the government can thus
encourage companies to pay taxes to
companies based on their goodwill and
tangible benefits.

Gatsi et al. (7) stated that there is a
significant negative relationship between
tax on earnings of companies and financial
performance. Politou et al. (8) achieved
similar results in European countries. Luo
et al. (6) stated that the capital was reduced
after the tax law was reformed. However,
this rate was lower in companies with high
legal  shareholders  because  these
shareholders are tax-exempt and these
changes in tax rates did not affect their
capital cost.

In Iran, Khidamipour & Amininia, revealed
a negative relationship between tax evasion
and debt expense. This negative
relationship indicates that the appropriate
effect of tax resulting from tax evasion can
be used as a debt for the company, so tax
evasion can be used as a substitute for debt
(9). Hadian et al., stated that as the tax rate
of company decreases, the use of debt
decreases. These results are consistent with
the results of testing the direct effect of tax
exemption on performance. Accordingly, if
the direct role of tax exemption in
increasing performance increases,
financing will not affect performance, since
increasing tax exemptions will somehow
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replace financing. Based on the results, tax
exemption results in increased
performance. Tax exemption based on the
mediating role of financing decisions and
investment decisions also affects the
performance of medical equipment
companies in the Tehran capital market
7).

Based on the results, tax exemption leads to
increased  performance.  Also,  tax
exemption based on the mediating role of
financing  decisions and investment
decisions also has an effect on the
performance of Amirabad  Special
Economic Zone companies. In this regard,
Damiani et al., showed that the tax discount
has a positive effect on both labour
productivity and average wages. Second,
the estimates support the hypothesis that the
tax rebate is associated with a distributional
effect, with higher productivity than is
observed for the average wage. Also, the
productivity effects are mainly driven by
family firms in the northern regions, where
firms benefit in terms of bargaining for
lower costs and information spillovers from
the more dynamic business environment in
which they operate (18). Gale & Samwick,
also showed that the consumption tax rate
will prevent economic growth and
development according to the current
economic-consumption growth theory (19).
In Iran, the results of Ghazinoory et al.,
studies showed the significant effect of
facilities on the increase of research and
development manpower and the existence
of a mutual effect between facilities and tax
exemption on the increase of new products
(20).

Recommendations

Considering the effect of tax exemption on
the investment of medical equipment
companies in Tehran capital market, such
companies are expected to experience a
downward tax rate, which will encourage
investment and expand production capacity
to the economic scale of production. Also,
the way taxes deal with investment and per
capita income has significant implications
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for the cost of using capital. A tax
exemption for investment reduces the cost
of investment and increases the desired
capital stock and since investments are
different and have different lifespans,
different tax combinations will affect
resource allocation and investment. The
longer the investment, the higher the
earnings and the lower the effective tax
rate, so the investment trend will change
and the investment flow will move towards
long-term investments. Thus, by applying
various tax exemptions, the government
encourages  investment in  medical
equipment companies in the Tehran capital
market, which may reduce tax revenues
during the study period, but by encouraging
and increasing investment, future tax
revenues will increase.

To conduct future studies, it is suggested
to provide a model to express the role of
tax relief and financial availability and
investment decisions on the operation of
medical equipment companies in the
capital market of Tehran during the
financial crisis.

It is also suggested to provide a model to
show the role of tax relief and financing
decisions and capital supply on the
performance of medical equipment
companies in Tehran capital market and a
model to show the role of tax relief and
financing and investment decisions on the
performance of medical equipment
companies in Tehran market. For high and
low performance companies, medical
equipment companies in Tehran's capital
market should be provided for high and low
performance companies.

Limitations

The present study included the following
limitations.

A) Due to the existence of coronavirus,
collecting the questionnaire was faced with
many problems. Most respondents did not
have enough time to answer the questions
and the oral explanation was somewhat
difficult.
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B) Although the questionnaire was
completed by managers, deputies and
experts, some respondents may not have
sufficient understanding of the questions
and may give biased answer based on
emotion.

C) The number of the collected
questionnaires was 101. In other words, due
to the small number of investing companies
in the desired area, the number of
questionnaires was limited.

Conclusion

The results of the present study revealed
that tax exemptions through investment and
financing lead to an increase in the function
of medical equipment organs in the Tehran
capital market. However, not all companies
will have the same performance increase in
tax exemptions conditions. Also, during the
sanctions imposed on Iran, the government
needs taxes collected more than before.
Thus, steps should be taken to grant tax
exemptions after the end of the tax
exemption period, based on the role of
companies in increasing performance and
investment. In such a situation, investment
companies also make more efforts to
increase performance, and thus the
government can consider income tax as a
way to collect taxes. Based on the results,
with the increase of tax exemption directly,
the need for financing decreases. Thus,
since Tehran capital market medical
equipment companies have access to
financial resources with more difficult
conditions, the government and relevant
officials can consider solutions for bank-tax
interaction such as China. In other words,
with reduced financing, tax exemption as an
alternative financing is proposed and vice
versa. Moreover, the bank participation in
investment plans of medical equipment
companies in Tehran capital market can
facilitate the financing process, resulting in
growth and improvement of the
performance of the desired companies.
Since this study seeks to present a model
explaining the role of tax forgiveness and
financing and investment decisions on the
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function of medical equipment organs in
the Tehran capital market, the results of this
study can be considered for other
companies in the Tehran capital market.
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