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Identifying the Impact of Tax Avoidance on the Structure and
Inequality of Wage Distribution in Companies Listed on the
Tehran Stock Exchange

Somayyeh Hokm Abadi'
Master of Accounting, Islamic Azad University, Mashhad Branch, Mashhad, Iran

Abstract

Tax avoidance, as a key financial strategy in companies worldwide, significantly impacts intra-
organizational structures, particularly income distribution and wage inequality. This study,
grounded in agency theory and considering control and ownership mechanisms, investigates
whether corporate tax avoidance behaviors lead to significant changes in intra-organizational
wage patterns and inequality. Panel data from 145 companies listed on the Tehran Stock
Exchange over the period 2017-2022 were collected from the Codal system and the stock
exchange database and analyzed using EViews software with random-effects panel regression
models. The findings reveal that tax avoidance significantly affects wage structures and
inequality. Specifically, a significant negative relationship was observed between tax avoidance
(measured by the effective tax rate) and average employee wages, indicating that reduced tax
burdens are associated with lower overall wage levels. Additionally, the CEO-to-employee pay
ratio increases in firms with higher tax avoidance, highlighting exacerbated intra-organizational
inequality. However, the standard deviation of wages was statistically insignificant, likely due to
intervening factors such as firm size, industry differences, and macroeconomic conditions like
inflation and GDP growth. These results underscore the need for regulatory bodies to address the
indirect consequences of tax policies on organizational equity. Designing transparent
compensation systems and enhancing financial transparency can mitigate the adverse effects of
tax avoidance.

Keywords: Tax avoidance, wage distribution, intra-organizational compensation, CEO-to-
employee pay ratio
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