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avoidance. Based on this, in this research, the effects of competition have
been investigated specifically on the tax avoidance of companies and

Kxfc})li"c\i’:r:g; considering the role of market competition. The current research is
Market applied in terms of purpose and using the post-event approach, and based
Competition on the method, it is descriptive-correlation type. The number of 120
}rr;c)l(ustry companies admitted to the Tehran Stock Exchange during the years 2016

to 2021 have been investigated as accessible society. To test the
“Corresponding Author: hypotheses, multivariate regression was used in the Eviews10 software.
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also decreases. Based on this finding, it can be said that in Iran, the
industry's leading effect on tax avoidance is more based on the theory of
competition, and in situations where the need to gain a competitive
advantage is less felt, this effect is less visible.
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EXTENDED ABSTRACT

Introduction

The influence of predecessors on the decisions of companies and managers has been the
subject of increasing research in economic and financial literature. The actions and
decisions of peers can convey information or cause changes in the market environment
that encourage companies and individuals to take similar actions.

Economic theories state that companies imitate each other to reduce costs and
uncertainty and maintain a competitive position. Due to information asymmetry and
environmental uncertainty, company managers may not be able to assess the full range of
possible outcomes and possibilities. Accordingly, they are likely to be receptive to
information implicit in the actions of others and thus imitate others' behavior.

The influence of industry on tax avoidance can show different results in different
environments because, for example, environmental instability is an influential factor in
how industry affects tax avoidance. Therefore, it is necessary to address this issue in Iran's
environment as well, what is the effect of industry dominance in Iran on corporate tax
avoidance? On the other hand, it seems necessary to pay attention to the fact that the
decision-making of companies in different dimensions is affected by the characteristics of
the industry, including the level of competition.

By providing evidence from Iran, this study determined whether the existing theories and
findings from developed countries regarding the effect of preemption on tax avoidance
can be generalized to emerging markets or not. In addition, considering the role of
competition in the effect of industry preemption on tax avoidance, the theory based on
competition was evaluated.

Methodology

The current research was applied in terms of purpose and using the post-event approach,
and based on the method was descriptive-correlation type. The statistical population of
the research included companies admitted to the Tehran Stock Exchange from the
beginning of 2016 to the end of 2021 for 6 years.

To obtain the desired statistical sample, the systematic elimination method was used.
Therefore, the statistical population was adjusted using the following conditions and
restrictions: (1) companies were active in the stock market during the research period
and were not removed from the stock market during the research period; (2) due to the
specific nature of the activities of the holding companies, the selected companies should
not be other than insurance companies, leasing companies, banks, financial and
investment institutions with considerable difference from manufacturing and trading
companies; (3) the financial year of the company corresponds to the calendar year and
the financial year does not change during the research period, and their annual financial
information is also available. Therefore, the number of 120 companies were studied as
the available research sample. To test the hypotheses, multivariate regression was used
in Eviews10 software.
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Results and Discussion

In the first hypothesis, the relationship between the tax avoidance behavior of colleagues
and the tax avoidance of the company was investigated. The results of the research
showed that the coefficient of tax avoidance behavior is positive and significant.

In the second hypothesis, the role of product market competition effective in industry
preemption on corporate tax avoidance was investigated. The results showed that
product market competition does not play a role in the company's tax avoidance alone,
but it affects the company's tax avoidance in interaction with the preemptive effect of the
company's tax avoidance. Considering the negative coefficient of interaction between tax
avoidance and product market competition, it can be stated that high industry
concentration or low competition in the industry reduces the effect of tax avoidance on
company tax avoidance. In other words, in industries where there is less competition, the
effect of the industry's lead on tax avoidance is less.

Conclusions

In this research, the effects of competition on corporate tax avoidance were investigated
considering the role of market competition. The research findings demonstrate that when
peers adopt a more aggressive tax avoidance behavior, the company subsequently
engages in aggressive tax avoidance under the influence of peers. This finding confirms
the contagion of the tax avoidance behavior of peers.

Based on economic theories aligned with this finding, it can be stated that in the Iranian
market, information asymmetry and uncertainty of environmental conditions are high,
and companies, based on information learning theory, to reduce the costs caused by this
uncertainty, imitative behavior and in case of contagion approach, consider the behavior
of companies of the same profession. On the other hand, companies have high rents under
the conditions of low competition and do not need to reduce costs by using tax avoidance
strategies; in this regard, the theory of information learning has not been proven and
there is less desire for tax avoidance activities. It also reduces the advanced effect of tax
avoidance. It seems that the market competition alone is not a factor in determining the
company's tax avoidance, but the competitive environment in the industry plays a
significant role in the contagion approach of the industry's tax avoidance behavior in the
company's tax avoidance behavior.

Based on the findings of the research, due to the positive relationship between the effect
of industry leadership in corporate tax avoidance, tax auditors and auditors need to be
more careful in examining companies that operate in industries with aggressive tax
behavior leaders. Furthermore, because the effect of the company's tax advantage in
exclusive industries is less than that of companies with higher competition, behavioral
independence is greater in companies active in exclusive industries, and from this point
of view, it is recommended that tax auditors perform an overall assessment for exclusive
industries, avoid companies in tax avoidance and examine these companies separately
without considering the role of behavior contagion in industries.
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