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Abstract

Purpose: Tax avoidance is one of the most critical issues in accounting and finance, significantly affecting financial
reporting quality, information transparency, and investors’ decision-making. Prior literature has identified various
determinants of tax avoidance, including ownership structure, managerial incentives, and product market characteristics.
However, the role of certain operational features (particularly customer concentration) has received limited attention.
Customer concentration, defined as a firm’s reliance on a small number of major customers for a substantial portion of
its sales, may expose firms to operational risks and economic pressures. Under such conditions, managers may be
incentivized to adopt tax avoidance strategies to maintain earnings stability and enhance financial flexibility. Accordingly,
this study aims to examine the relationship between customer concentration and tax avoidance among firms listed on
the Tehran Stock Exchange.

Methodology: This study is applied in nature and employs a quantitative approach based on historical data. The
statistical population consists of all firms listed on the Tehran Stock Exchange over the petiod 2018—2024. After applying
screening criteria (such as excluding financial intermediary firms) a final sample of 147 firms was selected. The required
data were extracted from firms’ financial statements. To test the research hypothesis, panel data regression analysis was
employed. Data analysis was conducted using Stata (version 17) at a 95% confidence level.

Findings: The empirical results indicate a positive and statistically significant relationship between customer
concentration and tax avoidance. In other words, as firms become more dependent on major customers, their level of
tax avoidance increases. This finding suggests that firms facing higher risks associated with customer concentration tend
to engage more in tax avoidance strategies in order to stabilize earnings and improve financial flexibility.

Originality/Value: This study conttibutes to the existing literature by examining customer concentration as a relatively
underexplored determinant of corporate tax avoidance behavior. By providing empirical evidence from an emerging
market context, it highlichts the importance of firms” commercial relationships in shaping their tax-related decisions.
Furthermore, the findings offer practical implications for policymakers, regulators, and investors, particularly in
improving regulatory frameworks and enhancing financial transparency.
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Table 1- Descriptive statistics of research variables.
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Table 2- Correlation test based on (dependent variable: audit quality).
TAXA CC Age Size Lev Growth ROA PPE  Cash

TAXA  1.000

CcC 0.01 1.000

Age 0.28 0.18 1.000

Size 0.13 -0.05 0.11 1.000

Lev 0.18 -0.10  -0.03 0.17 1.000

Growth  0.01 -0.05 018  0.13 0.27 1.000

ROA -0.16 0.16 -0.10 -0.01 0.23 0.06 1.000

PPE 0.36 -0.38 031 0.16 -0.15 -0.03 0.17 1.000

Cash 0.12 -0.12 018 004 0.00 0.12 0.01 0.25 1.000
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Table 4- Chow test results.
oo }T ax.s  P-Value F- Statistic  Juo

<ol ol il Jow 0.00 2.99 1
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Table 5- Pavagan's method (LM) test.
a0 ﬂ ARG P-Value chi-bar Statistic Joe

ol oIl o 0.00 62.78 1
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Table 6- Hausman test.

0303l 4xa5  P-Value  chi-square Statistic  Jw

<ol S Joe 0.00 188.99 1
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Table 7- Heterogeneity of variance and autocorrelation test.

SmoR g SmnodOgS 903l Slwedl  willy Sluwodl gl Jo
P F P-Value Az Chi2 P-Value
o,k 0.91 0.33 ,ls 94.67 0.00 1

1 Breusch-pagan test
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Table 8- Research hypothesis test results.
Taxa;; = ag + a;CC;j; + aAge;, + a3Size;; + a,Lev;, + asGrowth;; + agROA;; + a;PPE;;
+ a;CashHolding;; + YIndustry + Y Year + g;;
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