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Abstract

The aim of this study is to investigate the relationship between the level of corporate
ownership (institutional, family and government ownership) and the company's tax planning
practices. To achieve this goal, companies listed on the Tehran Stock Exchange between
2017 and 2022 were examined and hypotheses were tested using the ordinary least squares
regression model. The findings showed that there is no significant relationship between the
level of family ownership and companies' involvement in tax planning practices. In addition,
there is a significant and inverse relationship between institutional ownership and tax
planning. Finally, there is a significant and inverse relationship between government
ownership and tax planning. Accordingly, as the level of institutional ownership and
government ownership increases, the level of company involvement in tax planning
decreases. The findings of this study can help external stakeholders to also consider the level
of ownership of company shareholders. Because the level of institutional and government
ownership has a significant relationship with reducing tax planning.
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Introduction

governance effectiveness, thereby influencing tax-
related decisions.

The issue of tax planning has garnered increasing
attention as corporations strive to optimize tax
burdens in ways that may affect transparency,
shareholder trust, and regulatory compliance.
Within this context, ownership structure plays a
pivotal role in shaping corporate behavior
regarding tax strategies. The types and
concentration of ownership ranging from family
and institutional ownership to government stakes
can fundamentally alter managerial incentives and

* E-mail address: mr.aliameri20@gmail.com

Previous research has revealed mixed findings on
whether concentrated ownership reduces or
exacerbates tax aggressiveness. For instance,
family-owned firms may have long-term interests
that lead to conservative tax strategies, while
institutional investors may demand aggressive tax
optimization to enhance short-term returns.
Furthermore, the influence of corporate
governance mechanisms in mitigating agency
problems and aligning managerial interests with
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those of shareholders adds a layer of complexity to
the ownership-tax planning nexus.

This study aims to investigate the relationship
between ownership structure and corporate tax
planning in a developing economy, focusing on
publicly listed firms. It particularly examines three
primary ownership dimensions family ownership,
institutional ownership, and government ownership
and their influence on the effective tax rate (ETR)
as a proxy for tax planning. The research
contributes to the literature by integrating
corporate governance factors and firm-specific
controls in the analysis, thus offering a nuanced
understanding of how ownership dynamics shape
tax strategies.

Methodology

The study adopts a quantitative, empirical
approach based on panel data analysis. The sample
comprises manufacturing firms listed on the
Tehran Stock Exchange over the period 2017-
2022. This sector was chosen due to its significant
contribution to GDP and the presence of varied
ownership structures, making it an ideal context
for examining the research question.

Ownership structure is disaggregated into three
independent variables:

o Family ownership (FAM): Measured as the
percentage of shares held by founding
family members.

e Institutional ownership (INS): Defined as
the proportion of shares held by
institutional investors such as banks,
insurance companies, and pension funds.

o Government ownership (GOV): Measured
by the extent of shareholding by state-
owned entities or government-affiliated
institutions.

The dependent variable is Effective Tax Rate
(ETR), calculated as the ratio of income tax
expense to pre-tax earnings. A lower ETR suggests
more aggressive tax planning.

Control variables include:

o Firm size (SIZE): Natural logarithm of total
assets.

e Leverage (LEV): Ratio of total debt to total
assets.

e Return on Assets (ROA): A measure of
firm performance.

Data were extracted from audited financial
statements and annual reports. The study employs
panel data regression using STATA 17 software,
incorporating fixed-effects and random-effects
models. Hausman tests were conducted to
determine the appropriate model specification. All
variables were tested for multicollinearity,
heteroskedasticity, and autocorrelation to ensure
model robustness.

Results and Discussion

The descriptive statistics reveal a diverse range of
ownership structures across the sampled firms.
Family ownership is the most prevalent form,
followed by institutional and government
ownership. The average effective tax rate across
the sample is 19.5%, with significant variation,
suggesting heterogeneity in tax planning practices.

Regression results demonstrate the following key
findings:

1. Family Ownership (FAM): There is a
statistically significant negative
relationship between family ownership and
ETR. This implies that firms with higher
family ownership tend to engage in more
aggressive tax planning. This finding
supports the agency theory perspective,
suggesting that controlling families may
prioritize wealth preservation through tax
minimization strategies, potentially at the
expense of minority shareholders.

2. Institutional Ownership (INS): A positive
and significant relationship is observed
between institutional ownership and ETR.
This suggests that institutional investors
may act as external monitors, enforcing tax
compliance and curbing aggressive
practices. This result aligns with the
stewardship theory, which posits that
institutional investors demand transparency
and long-term value creation.

3. Government Ownership (GOV): The
results show a non-significant relationship
between government ownership and ETR.
While this may suggest a neutral role of
government stakeholders, it could also
reflect conflicting objectives within state-
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owned entities, where political goals might
dilute the economic incentives for efficient
tax planning.

Among the control variables, firm size (SIZE) is
positively related to ETR, indicating that larger
firms may be more visible to tax authorities and
thus adopt more conservative strategies. Leverage
(LEV) is negatively associated with ETR,
consistent with the debt tax shield hypothesis.
ROA shows a positive but insignificant coefficient,
suggesting that profitability alone does not drive
tax strategies when ownership factors are
considered.

These results contribute to the broader discourse
on ownership structure and corporate behavior.
The inverse relationship between family ownership
and tax compliance challenges the traditional
assumption of family firms being inherently risk-
averse and reputationally sensitive. Instead, it
suggests a nuanced reality where private benefits
of control outweigh concerns for public scrutiny.

Conversely, the role of institutional investors as
governance-enhancing agents is reaffirmed. Their
preference for risk mitigation and adherence to
legal frameworks may discourage opportunistic tax
behavior. This finding is especially relevant for
policy makers aiming to improve tax compliance
through market-based mechanisms.

The ambiguous impact of government ownership
highlights the complexity of state involvement in
business. It underscores the need for clearer
demarcation of objectives and improved corporate
governance frameworks within public enterprises.

Overall, the findings are consistent with prior
research in both developed and emerging markets,
though the specific institutional context of Iran
adds an important dimension to the global
evidence base.

Conclusion

This study provides empirical evidence on the
relationship between ownership structure and tax
planning, using effective tax rates as the primary
indicator. The results suggest that different
ownership types exert divergent influences on tax
behavior:

o Family ownership is associated with greater
tax aggressiveness, likely reflecting the
pursuit of private benefits and limited
external monitoring.

o Institutional ownership is linked to reduced
tax avoidance, implying a governance-
enhancing role that promotes transparency
and ethical behavior.

o Government ownership appears to have a
neutral effect, pointing to a potential
misalignment between ownership and
oversight roles in public firms.

From a theoretical standpoint, the findings offer
support for agency theory, stakeholder theory, and
the political cost hypothesis, each of which helps
explain the observed dynamics.

Policy Implications: The results underscore the
importance of encouraging diversified ownership
structures and strengthening institutional investor
roles as part of broader corporate governance
reforms. Regulators should also consider policies
that mitigate the potential for family dominance to
undermine tax compliance and shareholder equity.
Enhancing disclosure standards, audit quality, and
board independence can serve as additional levers
to improve corporate tax behavior.

Limitations and Future Research: While the study
focuses on manufacturing firms in Iran, future
research can extend this analysis to service
industries  or  cross-country ~ comparisons.
Additionally, qualitative ~ methods  could
complement the findings by exploring managerial
motivations behind tax decisions.

In conclusion, ownership structure is a key
determinant of tax planning practices. A better
understanding of these relationships can aid
regulators, investors, and scholars in designing
mechanisms to foster transparency, accountability,
and sustainable corporate behavior.
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