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Abstract

This study aims to observe the relationship between corporate tax avoidance and

level of debt by empirical method, and public companies in Taiwan date from 2006 to

2012 were selected as sample. In this model, permanent book-tax differences is used

as the proxy for corporate tax avoidance and companies’ debt ratio as the dependent

variable. The results show that companies engaged in tax avoidance actively have

lower debt ratio than other ones with other factors unchanged. The results support the

perspective that substitution effect exists between non-tax shields and interests

expenses.

Keyword: Debt ratio, Corporate tax avoidance, Permanent book-tax differences
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A EHRFSRL2000F 3 201282 st aRE L PP k- EFo
oz pigaokp S AEARTE T 4L R (Taiwan Economic Journal, TEJ)? &9
MR E T - AL o d nRPE—FRE LT AN ST TR 0§

BEEFHRE o aBHits o G- k7| hiFEER > Rt ~8ch 8865 4 o

1. N'J‘frt MR L T HEE? E2 5 RAREZKA -

2. -t Rk E GUR S50 (T (winsorize) o - B R Bk < ] @] I w
05%(44 L)t A i A= 5% 45 L 4p ke > 15 0.5%th 2~ Rip e = 2 3
it o

NTFEAAGRIAFTHFLEREZENF A

%032 &R A i

B = #c B A
2006/12 1151 13.0
2007/12 1202 13.6
2008/12 1235 13.9
2009/12 1263 14.2
2010/12 1299 14.7
2011/12 1338 15.1
2012/12 1377 15.5
s 8865 100.0
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fF ot R u ;27 2K B (GROWTH) T 3odc 1. 7> 8 1 1,37 v A ik
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A F(LIQ)» inde F A iR £ 22, 24% 0 w A imdi~ K 30%3] 60% > Snd F A
st F e gFA R AFED R A FE 2k (STABLE) sk & 4= Bl > &5
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F 4-1 ¢ Aot st

B #ic Tiofge (HBEZX |¢P#k |(F-wAhtidk |FZe st
DEBTR 8865 0.359848 | 0.173378 | 0.3465 0.225 0.4716
PERMBTD 8865 -0.00041 | 0.100193 | 0.009059 | -0.016044844 0.0409101
GROUP 8865 0.617372 | 0.486056 1 0 1
FA 8865 0.209313 | 0.180129 | 0.159422 | 0.063437081 0.309748706
GROWTH 8865 1.697327 | 1.372651 1.32 0.89 2.03
LIQ 8865 0.481457 | 0.222432 | 0.470541 | 0.312380042 0.636844759
STABLE 8865 0.06389 | 0.065132 | 0.045801 | 0.027529774 0.075094621
GDP 8865 16.38828 | 0.049342 | 16.37355 16.3397255 16.43356851

1. %#% &4 (DEBTR & £ f - 3 ; PermBTD # % & £ 7@ {7 5 94z | GROUP

REREE LA EARRERERE TR0
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FA i

AWAFALF ARG AT AR LIQ M2 H T A AT A 5 STABLE # % 2
g bR o NP EL T B2 TAFMTHE o
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% 4-2 : Pearson #p i % #ic &

DEBTR |PERMBTD| GROUP FA GROWTH| LIQ STABLE GDP
DEBTR | -0.19485 | 0.020398 | 0.067955 | 0.026322 | 0.12291 | 0.037446 | -0.03726
(0.000) (0.028) (0.000) 0.007) (0.000) (0.000) (0.000)
PERMETD | 0.036395 | -0.06131 | 0.076533 | 0.049386 | -0.34893 | -0.07564
(0.000) | (0.000) | (0.000) | (0.000) | (0.000) | (0.000)
0.004889 | -0.0231 | -0.11893 | -0.0097 | -0.01052
GROUP 1
(0.323) | (0.015) | (0.000) | (0.181) | (0.162)
EA ! -0.07698 | -0.43399 | -0.07197 | -0.03201
(0.000) | (0.000) | (0.000) | (0.001)
0.160033 | 0.196895 | -0.05143
GROWTH 1
(0.000) (0.000) (0.000)
0.07826 | -0.0309
LIQ 1
(0.000) (0.002)
-0.00939
STABLE 1
(0.189)
GDP 1
1. %%t 4o (DEBIR 4 § f+t % ; PermBTD & % & £ 4% 7 fi7 5 42 ; GROUP %
ERESE IALZGEGHEEBEE - FR 50, GROWTH v & £ %2 3 1L § FA R
P FACFALTF N AFTART  LIQ N 206 F AL LT A F ; STABLE % 4 2
Gk B AER > NS PEL T B FAFPIFE o

2.

% 12 INDL,IND2,...

3. PEZIF>EILR o

JIND27 2 4p B
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243K EEMBERELIE LRI BLRESE o fRBFRETS
(PermBTD) % #:-0.386 » £ & % {+ (P-value=0.000)* # j # (DEBTR)! & & § 4p
B > % % ¥2 Graham and Tucker (2006)— 5 o & v /A A Ppdf £ B 175 & £
TR b o T TR A A BRI B S E B R AR

RFAFERBF DL E TR P FE e T ouiE- # L #F Graham and
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Tucker (2006) %>t f 1 £ @k 7 H @ 2L g F w1 LBl L
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W ERARM  EA YA o I EE L 2 pTEE T EEEFEF L
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DEBTR;; = ay + a; PermBTD;; + a,GROUP;; + a3FA;; + 0, GROWTH;; + a5 LIQj¢

+ agSTABLE;; + a;,GDP;; + Z o IND;; + €

ik

24-3: fF@RE s

RS Hl(z > w) t B p-value(¥ k&) VIF
intercept 197.809002 3.573158 0.000
PERMBTD -0.385756621 -21.4181 0.000 1.202
GROUP 1.770640258 5.040413 0.000 1.072
FA 0.156015251 14.10708 0.000 1.461
GROWTH 0.012660177 9.705629 0.000 1.177
LIQ 0.114639152 11.9683 0.000 1.665
STABLE -0.11561333 -4.02502 0.000 1.291
GDP -10.87697266 -3.22563 0.001 1.016

F value=67.564(p<. 0001) Adj. R-Sq = 0.205 SSE = 2101746. 651 n=8802

1. % INDI,IND2,...,IND27 2 #phf G#ics? p @ 5 2 37 3 -

2. BB HAT PermBTD H 4 £ ¥ FHARLT 5 2R  GROUP & m %8 1 £
ERBEEEEEFR 50, GROWTH i 4 f %2 3 HE
MY ERFARIEILIQ A RIS T AL R

11 ELFAEPE R -
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R A4 g fF e R LR FR

i

RS G#(z > w) t E p-value(¥ &) VIF

INTERCEPT 124.058598 2.19006 0.029

CashETR -0.033567801 -5.79895 0.000 1.03254
GROUP 1.446058022 4.015783 0.000 1.072545
FA 0.170374081 15.05926 0.000 1.455492
GROWTH 0.0080563 6.068223 0.000 1.157746
LIQ 0.113572542 11.5446 0.000 1.673667
STABLE 0.106717377 3.906657 0.000 1.113247
GDP -6.410525307 -1.85794 0.063 1.012947

F value=52. 283(p<. 0001) Adj. R-Sq = 0.166 SSE = 2201814. 331 n=8791

Lo ##EEe™ CEIR 4§ oofod > g 4 H 2 #F 0 fig i 2 1 §FE 5 PermBTD * %
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GROWTH ¢

TS SISO

FA & 29 % BT AR D AT

£ 5 LIQ i~ &%

FFEALATAN S S STABLE A2 BARFMA » 1224 7 &2 FANPE R -

2. 7% INDIL,IND2,... IND27 2 4p B (% #c2? GDP 2 4F # o

30




EE TP

$- & Fp R

-%$

AR P LSBT R T K RRAREL D 2 Ak
FLig do 4t § v F eng o & 2 12 Graham and Tucker (2006) 5 fh @ Hin s 24§
FREMRLIEASPLF Y DERCEFFEFTAM G § LE7EFE ZER
Rl (R RFATR AR RRY DL ERI AT
i AR R S 44 F R LA DR RARAT EREF DS P

PR FEERI S G EL I TR A S LT A R e

FiEd S B T ngr Desai and Dharmapala (2009) ¥ Graham and Tucker (2006)
g EA M AL RS ¢ F @R (permBTD) e T 4 > S35 AR $H R R
ARV e gangrd s KAMEZ R LaiFs § R @RI Tt A 0 gt g
BB R TL W N A TR SR fEERAAAY

IR LN R TS S T NFE) T

AT 4R R A AT 0 - R fe(permBTD) 1 i fed fRE o AR
FESABELEFUREL ATFRDEFRBREFERDER B F 2R
WA E ARl AR A G RI G RA L ER S A e E R R
FE A L AR FAPROT A AR LE A S T L RE
B Ewparck o o | Sl » AL BRI BERHE S AT
o2 2006 3 2012 B A ST S HRAC T UAAEMBRLIBEITEL L F
FRAONEEEO F 2 FRFEAT ERE DL E R f Gt FRE 8 g E

AAFAG FPERL LA L &k B A B ek o

31



¥ 8 EylEEn

Pf@ﬂ*ﬁ’ﬁ%uﬁéﬁﬂki
o P EHFMRAAR LR Ao IRIR A L

Graham and Tucker (2006) 4 & #ic s b 45 47

HHARLZEFE EEFERIDEF DG

BT WAL EP T U REE L o

TRRAEMRT OB EIFL A B

%’Q‘ﬂﬁﬁ_lm-:f »BEIRA Y A AL R l't‘i.g.r—a‘%jé'— » e B F L%ﬁ’* r‘f’lﬁ'{%

Sl ER TS RARR < ] N I

AET B AU AETHRAAEA L

R @ X PR RERIE

FELE T LR AT R R Y g

Fid B T e B E e 3] (Tax Planning) 325 42 218 4 chfe f i 38

(Tax Shelter) » & &% &4 + 3 7T F# > « LA ] o

SRR GRS

Lﬁ‘;fy{"l F' L%[/\é”’iapjzij\mﬁﬂﬂ"‘

LN S L L

B4R N 4 A L §(GDP)2 2 4k #542 & (STABLE) > ¥ it & 7 BB #c A4k 7] » >

BEARATL T e~ B8 P e s e R fal 4 -

Bt AETLSHEMSM P 1 - 2

AT LY hE R F S ML

bR e R DR I 4 L

32

4 2 fe DlAcfR A M B3 ¢ Fi i

BmAz pEELE fEEA g



342

Ty % g (2011) o ARfRE(334K) o oAt ‘@;:%x h

TER013 EFEEREVLIFRER L FFTESARNEMEZ 20 8R 0§

2= A H g3 i 7 ¢ 7 3% (NSC 102-2410-H030-024 )

wEREYPRFE 2011 FEEFHAFRMEFERERZ VR §37FF 0 5

4% % 18122

Al-Najjar, B., and P. Taylor. 2008. The relationship between capital structure and
ownership structure: new evidence from Jordanian panel data. Managerial
Finance 34 (12):919-933.

Bankman, J. 2004. The tax shelter battle. The Crisis in Tax Administration 9:13.

Bernasconi, M., A. Marenzi, and L. Pagani. 2005. Corporate financing decisions and
non-debt tax shields: Evidence from Italian experiences in the 1990s.
International tax and public finance 12 (6):741-773.

Bhaduri, S. N. 2002. Determinants of corporate borrowing: some evidence from the
Indian corporate structure. Journal of Economics and Finance 26 (2):200-215.

Bradley, M., G. A. Jarrell, and E. Kim. 1984. On the existence of an optimal capital
structure: Theory and evidence. The Journal of finance 39 (3):857-878.

Chung, K. H. 1993. Asset characteristics and corporate debt policy: an empirical test.
Journal of Business Finance & Accounting 20 (1):83-98.

De Jong, A., R. Kabir, and T. T. Nguyen. 2008. Capital structure around the world:
The roles of firm-and country-specific determinants. Journal of Banking &
Finance 32 (9):1954-19609.

DeAngelo, H., and R. W. Masulis. 1980. Optimal capital structure under corporate and
personal taxation. Journal of Financial Economics 8 (1):3-29.

Desai, M. A., and D. Dharmapala. 2009. Corporate tax avoidance and firm value. The

33



Review of Economics and Statistics 91 (3):537-546.

Downs, T. W. 1993. Corporate leverage and nondebt tax shields: evidence on
crowding-out. Financial Review 28 (4):549-583.

Friend, 1., and L. H. Lang. 1988. An Empirical Test of the Impact of Managerial
Self-interest on Corporate Capital Structure. The Journal of finance 43
(2):271-281.

Givoly, D., C. Hayn, A. R. Ofer, and O. Sarig. 1992. Taxes and capital structure:
Evidence from firms' response to the Tax Reform Act of 1986. Review of
Financial Studies 5 (2):331-355.

Graham, J. R., and A. L. Tucker. 2006. Tax shelters and corporate debt policy. Journal
of Financial Economics 81 (3):563-594.

Gruber, M. J., and J. B. Warner. 1977. Bankruptcy costs: some evidence. The Journal
of finance 32 (2):337-347.

Hanlon, M., and S. Heitzman. 2010. A review of tax research. Journal of Accounting
and Economics 50 (2):127-178.

Hoshi, T., A. Kashyap, and D. Scharfstein. 1991. Corporate structure, liquidity, and
investment: Evidence from Japanese industrial groups. The Quarterly Journal
of Economics:33-60.

Kolay, M., J. Schallheim, and K. Wells. 2011. Do Non-Debt Tax Shields Matter for
Debt Policy?: University of Utah working paper.

Lisowsky, P. 2010. Seeking shelter: Empirically modeling tax shelters using financial
statement information. The Accounting Review 85 (5):1693-1720.

Mills, L. F. 1998. Book-tax differences and Internal Revenue Service adjustments.
Journal of Accounting Research:343-356.

Myers, S. C. 1977. Determinants of corporate borrowing. Journal of Financial

Economics 5 (2):147-175.
34



Rajan, R. G., and L. Zingales. 1995. What do we know about capital structure? Some
evidence from international data. The Journal of finance 50 (5):1421-1460.

Titman, S. 1984. The effect of capital structure on a firm's liquidation decision.
Journal of Financial Economics 13 (1):137-151.

Titman, S., and R. Wessels. 1988. The determinants of capital structure choice. The
Journal of finance 43 (1):1-19.

Weisbach, D. A. 2001. Ten truths about tax shelters. Tax Law. Review. 55:215.

Wilson, R. J. 2009. An examination of corporate tax shelter participants. The

Accounting Review 84 (3):969-999.

35



