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The Impact of Internal Control and Government Ownership
Structure on the Relationship between Management Incentives
and Tax Avoidance
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Abstract

Management incentives become an important tool for reducing conflict and as a means for
the convergence of management and owner interests. This incentive can reduce agency
costs. The greater the incentive for equality of executives, the stronger their desire to avoid
taxes. On the other hand, the internal control system and different ownership structure lead
to different business models and attitudes that affect managers' decision-making behavior,
especially in proportion to managers' incentives to demonstrate company profitability. The
purpose of this study is to examine the impact of internal control and government
ownership structure on the relationship between management incentives and tax avoidance.
The information from this study is taken from the financial statements of 154 companies
during the period 1391-1401. The research is applied in terms of purpose; in terms of nature
and content it is a correlation type. Multiple regression based on panel data analysis (panel
data) was used to test the relationship between variables and the significance of the model.
The results show that there is a positive and significant relationship between management
incentives and tax avoidance. Also, internal control and internal ownership themselves lead
to a decrease in tax avoidance, their moderating role on the relationship between
management incentives and tax avoidance is also positive. This result, in line with the
incentive compatibility of agency theory, can be due to the greater effectiveness of
management incentives as an important incentive for the convergence of interests between
managers and owners.
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