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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 period 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 highlights the importance of firms’ commercial relationships in shaping their tax-related decisions.
Furthermore, the findings offer practical implications for policymakers, regulators, and investors, particulatly in
improving regulatory frameworks and enhancing financial transparency.
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Table 1- Descriptive statistics of research variables.

oy aneSlre Sl Ol Sles 3o pb
0.333 0.000 0.082 0.120 TAXA N
0.901 0 0.086 0.026 CC  oyide p Spes
4.276 2.890 0315 3.740 Age el cas
21.899 11.379 1.621 15.731 Size Sy o3l
1.964 0.031 0.216 0.487 Lev o2l
6.15 073 0.557 0.569 Growth EIRCS
0.620 -0.623 0.160 0.183 ROA 3l
0.825 0.006 0.101 0.262 PPE el ol
0.585 0.001 0.106 0.093 Cash i axg 5,00

VY% 5500 S 8 Jawgie jsba das s olis 8 Sl *NY 1 Kke ghils LS 8 SUL Ol ( iwo g (olel slrosls ulul
3830 QL ) gt (SUS1y oS )13 S5 PTG+ ke ol S asals el 2l SUILe Sl st b 355 35
oo O 2t IS5 18T das o 0L 1AV B ¢ 5 s ansls 5 ¢/ Y8 S0l b e 3505 . Cenln S0 S 3, 655 Sy
23l Lol UL Gleenad 5 oo 51 15 oo 48 Llo3 S s Sy (6200 Lz 40 Sy |y 355 os 3 S, 5 Lal clijls oS
Sl S8 Sl Jlus FY Lagie ablus sdianglis e sl (..-%)KJ a5 LS Sl YIVE 550> eSS Age S0l L

Y| COPE R UGS SOV i

(Kot ciga3l V-

.(sw)gl...’ %S Zﬂmgb x&a"a) UAL.»' 5 ;’M Q}a}i -y J,A?
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 -005 011  1.000

Lev 0.18 -0.10 -0.03 0.17  1.000

Growth  0.01 -005 018 013 027  1.000

ROA -0.16 016 -010 -0.01 023 0.06 1.000

PPE 0.36 -038 031 016 -0.15 -0.03 0.17  1.000

Cash 0.12 -0.12 018 0.04 0.00 0.2 0.01 025 1.000

Al o Lol ey (Sasen oo 51 0LES 5 AL o AT ) 208 La pikte oy (Stemad 10 il a5 L

1 Cash holding
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Table 4- Chow test results.
o903l Az P-Value  F- Statistic  Juw

ol ol 3l Jowe 0.00 2.99 1

(LM) 5L s 0505

(’ﬁJ}JJMWJ'aéJJ‘g;L" ol 0 ‘\:")‘odj-*?)é Gdjﬁ)Tu.ﬂ)\ Jwb— @kb Sl oMrbu‘\ugL;&jjuy)Tﬂl;-f w‘)é
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Table 5- Pavagan's method (LM) test.
g0yl dzas P-Value chi-bar Statistic Jow

ol ol 3l Jae 0.00 62.78 1

Sl 31 sy oy 3 Sl shatacy (3,8 Ul 1y doleas Ol 31 550 5 55 0L s g0l 5 Cald L3139 s 5l (50 T 4l a5

Al L) el (g0l sl
eala & 903
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Table 6- Hausman test.

0303l 4xa5  P-value  chi-square Statistic  J-w

b ol gl Jow 0.00 18899 1
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1 Breusch-pagan test
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Table 7- Heterogeneity of_variance and autocorrelation test. _
o d95 (SuoddgS 903l (PSluedl  (wiblg (Slaedl goil  Jue
PERY F P-Value Az Chi2 P-Value
5,k 0.91 0.33 3,ls 94.67 0.00 1

Slezyd o3l 5l Jol gl -V-¥

«oMeR 42,8 (i3l @lis -A Jouar
Table 8- Research hypothesis test results.
Taxa;; = ag + a;CCy; + aAge;, + azSize + a,Levy + asGrowth; + agROA;; + a;PPE;;
+ a;CashHolding;; + Y Industry + Y Year + g;;

b e sylobae mlaw Zo)bl 5 lasbiw! glas ol o ol gue v
1.02 0.006 2.74 1.110 3.046 cC & yiia 3 3503
1.02 0.093 -1.68 0.295 -0.496 Age edled e
1.03 0.406 -0.83 0.066 -0.055 Size &8, olusl
151 0.000 8.36 0.558 4.669 Lev Sb g2l
1.02 0.405 -0.83 0.172 -0.143 Growth TRV
1.79 0.000 -11.31 1.239 -14.017 ROA Sl g
1.24 0.000 5.51 0.546 3.011 PPE ol olyls
1.29 0.361 -0.91 1.123 -1.330 Cash A dxg (5,l0eSS
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