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Abstract

Purpose: This study aims to investigate the impact of managers’ personal incentives on corporate tax avoidance, with a
patticular 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 period covers the years 2013 to 2022. Required data
were 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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i aeS L Ol peSile ohw ol eia ol
0.225 0 0076 0107 1330  Tax Sl Sl
0.457 0 0.074 0.046 1330 Narc o uecle ol
0.933 0 0.281 0.543 1330 Ml s e oS
4.262 2.564 0.353 3.649 1330 Age ES s e

21.571 11.035 1586 14.906 1330 SIZE EAFWFSIRY|
0.585 0.0015 0.095 0.079 1330 Lig o axg el
0.670 -0.58 0.163 0.200 1330 ROA o ool,ls 003l
1824 0031 0218 0539 1330  Lev b o2l
11.45 0.62 1728 2508 1330 MTB o5y b i)
2.893 -0.479 0.472 0.380 1330 GR TR

R3S gl i
o (Flglyd oy Slolp ooy % olos el
68.42 910 0 Weak _Lsls J,u8 cies

31.58 420 1

d&.:d]& FY e sloas LAUTU:J)\‘\SML:JA VYWY L’)"‘)"c}“‘-)f':-)f“ 6@&9&5@} ol OML:»AJJG \ d}-‘?})‘\f\)}kuw
Slails 31 J S Cane LSl Y\, 0A%

Oipss syuite Ul -£-Y

OTJ.\JL.&)‘}}S} JJL.&)\} ‘U:KIL:A S Cble ;5:;} R &.i .Jﬂii )\erw)ﬂ:)}a g)TLSLAj:xZA Li_:'u.c WJde u.:'w”)l J.:e«sw‘ <=)\j
e D30 0 53 A5 (6 S ilolssS 5 lioly eSOl 5 A S ite SO Sl s ST S) sbay bilay (3L o plas b s

WAL e ) e b ate oUle 4 bgy o sladin b sy il Ll ¢ i Ojsno ol 08 55 5 Coulile

Callel jaze tHO

wble e tHL LY




e W Gliat g e (il G0 3N W0 /o) San 5 e (gt

5ol el 3l Jeol Jlaz) a8 olaiie 2358 oy Ll en 035 Joli5 (5555 sl ol (555 cpelams 55 Sl aw 53 L iz oLLs
Al el B B 0% 31 2y 45 355055 Cobile s 53 it o 5 0k 3y 0 358 53 o 400 p A8k o 0% 3) 208 o
LU geba 53 hass 009 50 (J A5 5 atsls ¢ Jius (5la,ite don (sl 035 0% 51 705 Lnjuite o Lol e 7«50l 53]
Wl 0330 Sl Cilien gadlo e Ln it 31558 5 e Jsbo 53 iy (sl jeiie (il sl e Solos oS ol im0 (L Loy
2l 53 IS (e S5 S plply 3,15 352y (e ob O303] 4 (3L 5 did Blo Ln ke e 55 0 ali>Dlo oS S 0len

ol O3S Oy gaots ol po I3 ime OIS ( gaen S 55 Wby g3 395 (63,50

g sl pite oble gel b =Y Jyur
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.
Tax; = Bo + B1MI;; + B2Age;; + B3SIZE;; + B4Liqg; + BsROA;; + BeLlevy + ByMTB;; + BgGR + €
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Table 9- Regression model of the third hypothesis.
Tax;; = Bo + B1Narc;; + B;Weak;; + B3(Narc;, * Weak;;) + BsAge;r + BsSIZE;; + BeLiqic + B7ROA + BgLev
+ BoMTB;; + B1oGRj: + €
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Table 9- Continued.
Tax;; = Bo + B1Narc;, + B, Weak;, + B3(Narc;, * Weak;,) + BsAge;, + BsSIZE;, + BoLiq;c + B7ROA;; + PgLlevi,
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Table 10- Regression model of the fourth hypothesis.
Tax;e = Bo + P1 Ml + B Weak; + B3 (Ml * Weaky,) + BsAge;r + BsSIZE;; + BoLiqic
+ B7;ROA;; + BgLevy + BoMTB;; + B1oGR; + €
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Table 10- Continued
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