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M.A. Thesis:
Customer concentration and tax avoidance

Companies are generally faced with two major types of customers. Major customers are of
great importance to companies because they make up a large part of the company's sales.
The existence of a major customer has limitations on the company and has the risk of not
selling the product to the company. Major client companies, due to this limitation, will have
to keep some cash to deal with this possible financial crisis, because in the event of a major
customer bankruptcy, the company's cash flow is likely to face a sudden collapse. Avoiding
tax can be used as a way to prevent cash outflows from the company (creating additional
cash flows for the company). Therefore, major customer companies have the incentive to
increase the company's cash flow by avoiding tax avoidance activities. The main purpose of
this research is to investigate the relationship between Customer Concentration and tax
avoidance. Multivariate linear regression model was used to test the research hypotheses.
The research community included 140 companies selected by screening method in Tehran
Stock Exchange during the period from 2009 to 2016. To measure the tax avoidance of the
effective tax rate (the ratio of the tax Expenses to the net profit before of taxes), and the
Customer Concentration from three measure is the ratio of major sales (sales of over 10%)
to total sales, the Herfindahl-Herishman (HHI) index and the virtual variable Or the
absence of a major customer in the company. Evidence from research has shown that the
focus on the major customer has a significant positive effect on the effective tax rate. The
results of the study showed that there was a significant positive relationn between focusing
on legal customer and effective tax rate when measuring Customer Concentration is the
virtual variable of presence or absence of a major customer in the company. Also, the
results showed that the focus on the actual customer has a positive effect on the effective
tax rate.



