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Abstract

Purpose: This study aims to investigate the impact of managers’ personal incentives on corporate tax avoidance, with a
particular emphasis on the moderating role of internal controls. Specifically, two key dimensions of managerial incentives—
board compensation and managerial ownership—are examined to determine how they influence firms’ tax avoidance
behavior under varying levels of internal control quality.

Methodology: The present study is applied in terms of purpose and adopts an ex post facto (causal-comparative) research
design. The statistical population consists of firms listed on the Tehran Stock Exchange, from which 133 companies were
selected using a systematic elimination sampling method. The study petiod covers the years 2013 to 2022. Required data
wete collected from audited financial statements and archival sources. Hypotheses were tested using multivariate regression
analysis. Furthermore, internal control weakness was incorporated into the model as a moderating variable to assess its effect
on the relationships between managerial incentives and tax avoidance.

Findings: The results indicate that managers’ personal incentives, proxied by board compensation, have a positive and
significant effect on tax avoidance. This suggests that higher compensation levels may encourage managers to engage in
more aggressive tax strategies. In contrast, managerial ownership does not exhibit a significant relationship with tax
avoidance. Additionally, internal control weakness strengthens the relationship between board compensation and tax
avoidance, indicating a reinforcing moderating effect. However, internal control weakness does not have a significant impact
on the relationship between managerial ownership and tax avoidance.

Originality/Value: This study contributes to the literature by simultaneously examining managerial incentives and internal
control quality in explaining tax avoidance behavior. By utilizing empirical data from the Iranian capital market, the findings
offer valuable practical implications for investors, financial analysts, regulators, and policymakers, while also enriching the
theoretical framework of accounting and corporate governance research.
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Table 1- Descriptive statistics of research variables.
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Table 2- Results of the stationarity test of research variables.
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Table 3- Results of the F-limer test and the Hausman test.
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Table 4- Results of the error component variance constancy test.
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Table 5- Results of the test for the absence of autocorrelation of
the error component.
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Table 6- Results of the test for the absence of collinearity between the explanatory
variables of the research models.
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Table 7- Regression model of the first hypothesis.
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Table 8- Regression model of the second hypothesis.
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Table 9- Regression model of the third hypothesis.

Tax;. = By + By1Narc;, + B, Weak;, + B3(Narc;, * Weak;,) + BsAge;c + BsSIZE;; + BoLiq;c + B7ROA; + BgLevy
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Table 10- Regression model of the fourth hypothesis.
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