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The main objective of this study is to examine the relationship between the previous management experience of senior executives and tax
avoidance in companies listed on the Tehran Stock Exchange. This research is applied in purpose and analytical in nature. It uses a panel
dataset from 133 listed companies over a five-year period (2018-2022). The econometric analysis was conducted using panel data
regression models with fixed effects. Financial data were extracted from audited financial statements and processed using Excel and Stata
software. Control variables included ROA, firm size, leverage, market-to-book ratio, and asset composition. Regression results show a
statistically significant positive relationship between the previous management experience of senior executives and the level of tax
avoidance. Additionally, return on assets and tangible assets show positive and significant effects on tax avoidance, whereas inventory and
operating cash flows show negative and significant effects. The model explains approximately 8.28% of the variation in the dependent
variable. Diagnostic tests confirm model adequacy: variance inflation factors indicate no multicollinearity, the Breusch-Pagan test confirms
heteroskedasticity which was corrected using GLS, and the Wooldridge test shows no autocorrelation. Prior managerial experience
significantly influences the propensity of senior executives to engage in tax avoidance. Managers with a history of serving in other public
firms appear to have greater capabilities in identifying and exploiting tax loopholes. These findings highlight the importance of executive
background in financial strategy formation and suggest practical implications for tax authorities in risk assessment and compliance
strategies.
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Extended Abstract

Introduction

In many emerging economies such as Iran, tax revenues constitute a vital component of public income, particularly in
contexts where oil revenues are susceptible to global market volatility and international sanctions. Taxation not only provides
fiscal resources for government operations but also serves as a mechanism for equitable wealth distribution and economic
development. However, tax avoidance has emerged as a significant challenge, undermining the effectiveness of fiscal policy
and threatening the financial stability of the state (Hashemzadeh et al., 2018; Hossain, 2024). Tax avoidance involves the
strategic exploitation of legal loopholes, ambiguous tax regulations, and incentive mechanisms to reduce tax liability without
violating the letter of the law. Although such actions may be technically legal, they often conflict with the ethical expectations
of stakeholders and the broader objectives of financial transparency and corporate accountability.

A growing body of literature has investigated the determinants of tax avoidance, ranging from firm-specific characteristics
to macroeconomic conditions and institutional environments. Recently, however, scholarly attention has increasingly turned
to the role of managerial traits in shaping corporate tax behavior. Managerial experience—particularly previous roles in
executive positions—has been identified as a crucial factor influencing the extent to which managers engage in tax planning
strategies. Managers with prior senior experience are often better equipped to interpret complex tax codes, identify
opportunities for avoidance, and implement aggressive tax strategies within the bounds of the law (Tuljannah, 2023; Wen et
al., 2020).

In the Iranian context, research has shown that managerial ability and prior experience have a direct impact on tax
avoidance practices among listed firms. Aghaei et al. (2018) found that capable managers employ more refined and less
detectable methods of tax reduction, using financial structures and professional networks to their advantage (Aghaei et al.,
2018). Similarly, Rabiei et al. (2023) emphasized the need for systematic approaches in public sector tax administration to
detect and mitigate tax evasion risks through predictive modeling and governance reforms (Rabiei et al., 2023). At the same
time, scholars such as Mohammadi and Khosropour (2022) have drawn attention to the role of financial reporting readability
and transparency in moderating agency costs and shaping investor perceptions of corporate honesty (Mohammadi &
Khosropour, 2022).

Furthermore, board composition and governance mechanisms significantly mediate the relationship between managerial
traits and tax behavior. Studies by Khajavi et al. (2018) and Bolourchi (2022) have shown that when boards lack independence
or effective oversight, experienced managers may exploit this weakness to engage in tax-avoidance schemes with minimal
accountability (Bolourchi, 2022; Khajavi et al., 2018). These findings underscore the importance of aligning executive behavior
with long-term organizational goals through effective governance systems and external auditing procedures (Cassell et al.,
2018).

Given these theoretical and empirical insights, this study aims to investigate the relationship between the previous
management experience of senior executives and tax avoidance behavior in companies listed on the Tehran Stock Exchange.
In doing so, it builds on the growing recognition that managerial background is not merely a matter of individual biography
but a critical organizational asset (or liability) in shaping corporate financial conduct (Rezaei Pitenooi & Mehdi, 2018; Tayefe
et al., 2019).

Methods and Materials
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This research is applied in purpose and analytical in nature, using a post-event study design based on historical financial
data. The population comprises all companies listed on the Tehran Stock Exchange between 2018 and 2022. After applying
inclusion criteria (such as end-of-year consistency and data availability), a final sample of 133 companies was selected.

Panel data regression models were employed to examine the relationship between the independent variable —executives’
previous managerial experience—and the dependent variable—tax avoidance. Control variables included firm size, leverage,
return on assets, market-to-book ratio, tangible and intangible assets, inventory levels, and cash flow from operations. Data
were collected from audited financial statements, investor reports, and regulatory filings. Statistical analyses were conducted
using Excel and Stata, with model robustness checked through diagnostic tests including the Breusch-Pagan, Hausman,
Shapiro-Wilk, and Wald tests.

Findings

Descriptive statistics revealed a wide distribution in both tax avoidance levels and managerial experience across the
sampled firms. The mean value of the tax avoidance variable (defined as one minus the ratio of tax expenses to pre-tax
income) was -0.105, indicating that many firms were aggressively minimizing their taxable income. The average managerial
experience ratio (defined as the proportion of senior executives with previous board or CEO experience) was 0.803, with
some firms exhibiting complete coverage and others with minimal experience.

Correlation analysis showed a statistically significant positive association between executive experience and tax avoidance.
The panel regression results confirmed this relationship: the coefficient for prior managerial experience was 0.043,
statistically significant at the 1% level, indicating that firms with more experienced executives were more likely to engage in
tax avoidance. Several control variables were also significant. Return on assets and the ratio of tangible assets to total assets
showed positive associations with tax avoidance, while inventory levels and cash flow from operations had negative
coefficients, suggesting their constraining role on aggressive tax behavior.

Diagnostic tests validated the model assumptions. The Hausman test supported the use of fixed effects, and the Breusch-
Pagan test indicated heteroskedasticity, which was corrected using Generalized Least Squares (GLS). The model’s R-squared
was 0.0828, suggesting that 8.28% of the variation in tax avoidance could be explained by the variables included.

Discussion and Conclusion

The results of this study provide empirical confirmation of the theoretical argument that previous managerial experience
is a significant predictor of tax avoidance behavior in publicly listed companies. Executives with prior experience in top-level
positions appear to possess both the technical knowledge and strategic insight required to implement sophisticated tax
minimization schemes. Their awareness of legal ambiguities, coupled with access to professional advisory networks, enables
them to develop tax strategies that are compliant with legal frameworks while still significantly reducing corporate tax
burdens.

These findings align with the broader literature emphasizing the influence of managerial traits on corporate outcomes.
Studies by Wen (2020) and Tuljannah (2023) have shown that experienced executives are better at navigating regulatory
environments and exploiting tax planning opportunities. In the Iranian context, this study supports Aghaei et al. (2018), who
argued that managerial ability plays a critical role in shaping corporate financial behavior, particularly in areas subject to

discretionary interpretation, such as taxation.
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Importantly, the study also resonates with concerns raised in earlier research about the potential downsides of excessive
executive autonomy. When governance mechanisms such as board independence or audit committee oversight are weak,
experienced managers may face fewer constraints in pursuing tax avoidance, potentially leading to reduced transparency and
higher reputational risks. This underscores the need for robust governance frameworks that balance managerial discretion
with fiduciary accountability.

From a policy perspective, the results suggest that tax authorities should incorporate executive background information
into their risk assessment models. Firms with highly experienced leadership may warrant closer scrutiny, particularly if other
red flags—such as opaque financial reporting or declining cash flows—are also present. Furthermore, regulators should
consider mandating more detailed disclosures about managerial backgrounds and tax planning activities to enhance
stakeholder awareness and foster greater accountability.

In conclusion, the study contributes to the growing body of evidence that managerial characteristics—specifically prior
experience—have a measurable and meaningful impact on corporate tax behavior. By highlighting this relationship in the
context of the Tehran Stock Exchange, it offers practical insights for policymakers, investors, and academics alike. While
managerial experience is undoubtedly a valuable asset, it must be paired with strong oversight and ethical leadership to

ensure that it serves the interests of both the firm and society at large.
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