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Abstract

This study aims to compare the level of tax aggressiveness between group and
non-group enterprises, and to examine whether the presence of institutional
investors would reduce the tax avoidance activities. The empirical results show that
compared to non-group firms, group firms are more tax aggressive, ceteris paribus.
This result implies that Taiwanese group firms are more concerned with the benefit
from tax savings than the potential penalty imposed by the tax authorities. And the
results show that the enterprises will be more tax aggressive when they have lower
debt ratios, better profitability, and larger related party transactions. However, this
study doesn’t find that institutional investors have the outside monitoring effect on
tax aggressiveness of group and non-group firms.
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- Bl &af i3t (n=5,649)

% ik TioE HEL B E QL ¢ i#ic Q3 At
CashETR 0.1140 0.2411 -1.0012 0.0116 0.1097 0.2023 1.2209
GROUP 0.6042 0.4891 0.0000 0.0000 1.0000 1.0000 1.0000

LEV 0.4368 0.1794 0.0724 0.3019 0.4446 0.5603 0.8879

ROA 0.0932 0.1033 -0.2382 0.0377 0.0877 0.1496 0.4012

SIZE 15.1722 1.3996 12.4712 14.175115.0038 15.9421 19.4038
EQINC 0.0209 0.0306 0.0000 0.0024 0.0095 0.0260 0.1811
INTANG 0.0111 0.0196 0.0000 0.0000 0.0039 0.0132 0.1215

PPE 0.4169 0.2909 0.0086 0.1767 0.3621 0.6123 0.9946

NOL 0.3066 0.4611 0.0000 0.0000 0.0000 1.0000 1.0000
RELATION  0.3064 0.3341 0.0000 0.0200 0.1700 0.5300 1.0000
OUTINSTI  0.0626 0.0945 0.0000 0.0000 0.0193 0.0860 0.4628

AR R BB fRegE e 27 winsorized 0 k] B Ak B A L HH 19 E 99952 B iE o

22 BEEEpAEME ¥2 &bt

B £ % (n=3,413)

8 B & ¥ (n=2,236)

R RT3 1

e B TiHE R £ tiw T
CashETR  0.1007 0.2518 0.1343 0.2222 -5.2774%**
LEV 0.4471 0.1817 0.4212 0.1747 5.3679***
ROA 0.0858 0.1000 0.1046 0.1073 -6.5990%***
SIZE 15.6067  1.4759 14.5089 0.9467 34.0555***

EQINC 0.0214 0.0312 0.0201 0.0296 1.5364

INTANG 0.0113 0.0203 0.0107 0.0183 1.1473
PPE 0.4394 0.3017 0.3827 0.2702 7.3583***
NOL 0.3516 0.4775 0.2379 0.4259 9.3456***
RELATION  0.3227 0.3377 0.2816 0.3269 4.5638***
OUTINSTI  0.0716 0.1014 0.0490 0.0809 9.2675***




% = Pearson 1p M t: #ic % (n=5,649)

CashETR GROUP  LEV ROA SIZE  EQINC INTANG PPE NOL RELATION OUTINSTI

CashETR 1 -068*** -035*** .081*** -.015 -089*** 009  -.065*** -257*** -001 -.024*
GROUP 1 Q071*** -089*** .384*** .020 015 095** > 121***  .060*** A17%**
LEV 1 -328***  235%**  039*** -.024* -.044*** 213***  .031** -.035***
ROA 1 A18*** -076*%**  -.029**  -.034** -463*** .040*** 2T15***
SIZE 1 020** 053 *** |182*** -128*** . 164*** A22%**
EQINC 1 062*** -.017 028**  257*** J113%**
INTANG 1 011 .001 095%** Q79%**

PPE 1 A63***  -.051***  -.005
NOL 1 -041*%**  -208***
RELATION 1 107***

OUTINSTI 1

\

R A g 1OGRTF KR D %A 7 ik BOGRTE K %4 A & 109687 F ok

>

Tlg —2awm e s

W TR T ET W g E

qT



16 & $ 4% % 152011 & 110

S AR

R NEESE S & RN #@mwm*@ T
EPRE G e (CashETR) LI E 40k » 2 B Z FRMEEREL H2
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hr T EWRET SRF LR EEF (1=5,649)

CashETR, = & + ,GROUP,, + cr, LEV,, + agROA, + a2, SIZE; + s EQINC;, + a6 INTANG;,
+ o, PPE;, + agNOL,, + agRELATION;, + o (GROUP x RELATION;,
+ 0 OUTINSTI,, + o ,GROUP x OUTINSTI,, + &

% ¥ TR AP 4 5L [ : o t-iE P-Value
INTERCEPT 219 5.52 <.001
GROUP — -.005 -1.30° .086
LEV + .027 137" .085
ROA — -.085 -2.34™ .010
SIZE — -.003 -0.96 170
EQINC — -.666 -6.30 <.001
INTANG +/— 215 1.35 A77
PPE +/— -.013 -1.14 .254
NOL — -.148 -18.82 ™" <.001
RELATION — -.036 -1.377 .089
GROUPx RELATION — -.037 -1.95™ .025
OUTINSTI +/— -.130 2.07" .039
GROUPx OUTINSTI +/— -.015 -0.21 .837

F value = 41.71 (p <.0001) Adj. R-Sq=0.0796
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PoomBHERT AL A AL EREFERNET L I NHE B IR
WAARF P Eiw $hgpd > &3 L ¥ o
23 FPRETMFLFELES (n=5649)
CashETR, = &, + &,GROUP,, + a, LEV,, + a3ROA, + a,SIZE;; + asEQINC;, + a5 INTANG;,
+ o, PPE;, + agNOL;, + agRELATION;, + a; (GROUP x RELATION;,
+a OUTINSTI,, + ¢ ,GROUP x OUTINSTI,, + &

B pdRE. ik t- 12 P-Value
INTERCEPT .168 350™ <.001
GROUP — -.023 -2.02™ .021
LEV + -.027 -1.14 127
ROA — -.063 -1.45" .074
SIZE — .004 1.20 115
EQINC — -.822 6.42"7"  <.001
INTANG +/— 464 241" .016
PPE +/— -.028 -2.08™ .038
NOL — -.161 -16.927"  <.001
RELATION — -.019 2.04™ .024
GROUPx RELATION — -.007 230" .035
OUTINSTI +/— -.098 -1.29° .099
GROUPx OUTINSTI +/— -.016 -0.18 .855

F value = 39.06 (p <.0001) Adj. R-Sq=0.0768

i1 1.CashETR=4% # R £ 7 »cfitd ; GROUP=1 £ m $ Mg % > & 2 5 0 LEV=g 442k > & §
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ﬁﬁkﬂ’*ﬁﬂz EQINC=H# %2 T2 5 FHE » £ TRATA I INTANG=L $ &7/ F 4 UE'
AFATR CPPE=ARFTASHIRATA SNOL=L 27 p 4 £ 8 5 L5 e
2_% 0; RELATION=R % A BFig4) %‘ BEA P ant £ 'OUTINSTI“’“H,H#&? A FFEIL B o
2.0k 4 1 it 190K F K 5 RkE T id SOGREF KR 5 XA T i 10968 FKE o ke 4205 H g
B o PR E 2k B ST H B RIE .

L~ BmpEd

F

EFF AP AEF L CARBORRB L R F o 2 ERARE A
;-j‘f—” "lﬁ;/n%mﬁ /)gl}i&‘x’ %I”;L:}'Fme%a‘iétlﬁfﬁlolLiZ’y‘%fﬁ
“i%f?—"t’ﬁ'w%@;’uﬁhb/’a\ Bh % j%étg_bmma_:! » Flm B E ¥ iE

Bk aEr E L o e BEEEA D A IR L K R 4



FER PRI B WG I B R @A 2R 19

MR HEBEEL B33 ehf T BEEE] F 520858
BEEEFHERSD -
A2y P NRNEERE A RBEERAR S UE D P A

FTERED mf&?%ﬁ R A ﬁﬁ"ﬁ:r +,&Mw‘§ P OYE AR RE Bl
Bed HAFEFREZDFRAEEELTF WD EFEEF - 28 $ﬁr7fm»/.é§,_,
che® b o &< 4% Dyrengetal.(2008)4 2 Khurana and Moser(2009)z = i# -
Mg ES (T ) EHPPMEFMTRGFE - F L ET AP E G LRI R
B AR *L*“"»zﬁ‘ ’mz@f’f‘bféﬁv F2o5 %% ﬁﬁmﬁazﬁ”‘ PR IR
IR U RS ‘«zaﬁ LR E BRI L 0T N R

ﬁ@?ﬁ%*%f%ﬁi#“wimﬁﬁf%ﬁﬁhﬁ’kﬁﬁp B
- o AT AEH B IERE 2T %@&?mﬁfﬁiﬁfi'h g“@ﬂ’-?”ﬁ BES
TARECTEE R E o PR EF NI ERET Z 0T A RSB 02 - B %2 Chen
amammié%zk’@ank*ﬁﬁﬁiméﬁﬁﬁﬁfiﬁﬁ’éﬁ
FREEFNIRERFRT F XKD > FlafpR 2L R EEH 7 0 T RS
@ﬁmﬁﬁﬁ&°m*¢$%ﬂ1W Ao R R B AT AR B )

PAE NGRS REE RO TSR R ERBR SRR G
mw\%mv%w4£ B AeASF 5 W G F g 2 A R g R
EEEDREF efef i i ¥ b EAMGALFA L ARGHY
gigﬁi;gggmgﬁé@vmﬁﬁg IHGALIRRAFOEREE  HER
BRZPEVEL FELF T ABMEE S B BM AL E BRI
35k KRR

L’f_ b 2R ﬁk\-ﬁ_% &%_fﬂ;’lb'— _:‘;4’_]. y A ‘J-‘a"%‘?'l"b&‘f?-%x /\;}j‘egﬁ L _3
3

=S

= v 73

BoOFAEPET FEOERER BREFLETHPDEDP LG HRE G L F
o 15 2 h RS A 4 ﬁ%@ﬁ#ﬁz”ﬂﬁﬁk*ﬁwﬁﬁ%’”%
EHE R RLT O PRATAFREER LI ERERZPE PO
FEEED T > T AFHFLLE o

his§rmy 2t %’7:}7‘5 Claessens et al.(2000) 2 2 Yeh et al.(2001) %=
TET o ARSEE 5B RSELH14E % o A3 Chen et al.(2010)
R A e

PEEEEF A LG RE FAERE - RETF AT
TR T DR B FE A RORE AT R W g E o0
L

AR EEEHEFE- HETY o

=

=S

ES ﬁ Bl B R @‘Zﬁdﬁ‘% VB A HERALR i3
=y 1

€ »r*%]s &Eﬂmﬁ Lok

il



20 & $ 4% % 152011 & 110

£H A ERA I A R RRE RIS E A A EXTE
BB 75 > i H ML) 2 P e A AR F TV
- HAREARNEEEENERTFR FABRAEDEREELBRER T B D
FREEERAER AT INI FhF5 ot A FRFTAFRELEE
FGT S ORPIL > ARFL F V- H A B BHERT A L RE BRI
RIFF SR 0A e L E EONERET SRR o ek R ?),?cﬂk ' B IR
EN =) L

Bfs 0 TSI 0 B Baprged #Rﬁﬁﬁﬁpmﬂﬁp mﬁw,
Fla g BFRBE2 5 cseh2 e 247
H - -&}i“rf—wfm L&A HRE R G RRATRE 2
WA 3

/Vﬂ«

34 <

g 0 2007 > e G -FRARTIF AR B FAF L2 P W2 S L F g3
ép;%ﬁi%éo

ARG 1999 RELR - FBEERFLE R 2T >  RATFEFLR €5 M
Prida s éﬁ—r » NSC 88-2416-H 002 012 -

Ry P RGEAYE2008 BPRMELET LR - P ETAPIM
DAL A HPAIRE LT PR 52755 24 12952

P i e 3“)';’ T 22006 AT AR AT FF 2 G LAY PR
B %2345 % 64 1739-763 -

Aharony, J., J. Wang, and H. Yuan. 2010. Tunneling as an incentive for earnings
management during the IPO process in China. Journal of Accounting and
Public Policy 29(1):1-26.

Bankman, J. 1999. The new market in corporate tax shelters. Tax Notes 83(12):
1775-1794.

Bankman, J. 2004. The tax shelter problem. National Tax Journal 57(4): 925-936.

Chang, S. J. 2003. Ownership structure, expropriation, and performance of
group-affiliated companies in Korea. Academy of Management Journal 46(2):
238-253.

Chen, S., X. Chen, Q. Cheng, and T. Shevlin. 2010. Are family firms more tax
aggressive than non-family firms? Journal of Financial Economics 95(1):
41-61.



FER PR -SRMEEEAEWME EWRRRE LR 21

Chen, X., J. Harford, K. Li. 2007. Monitoring: Which institutions matter? Journal
of Financial Economics 86(2): 279-305.

Claessens, S., S. Djankov, and L. H. P. Lang. 2000. The separation of ownership
and control in East Asian corporations. Journal of Financial Economics
58(1-2): 81-112.

Desai, M. A., and D. Dharmapala. 2006. Corporate tax avoidance and high-powered
incentives. Journal of Financial Economics 79(1): 145-179.

Desai, M. A., A. Dyck and L. Zingales. 2007. Theft and taxes. Journal of Financial
Economics 84(3): 591-623.

Desai, M. A. and D. Dharmapala. 2008. Tax and corporate governance: An
economic approach. In Tax and corporate Governance, edited by Schon, W.
Berlin: Springer-Verlag: 13-30.

Dyreng, S., M. Hanlon, and E. Maydew. 2008. Long-run corporate tax avoidance.
The Accounting Review 83(1): 61-82.

Frank, M. M., L. J. Lynch and S. O. Rego. 2009. Tax reporting aggressiveness and
its relation to aggressive financial reporting. The Accounting Review 84(2):
467-496.

Gaspar, J., M. Massa, and P. Matos. 2005. Shareholder investment horizons and the
market for corporate control. Journal of Financial Economics 76 (1): 135-167.

Gordon, E. A., E. Henry, and D. Palia. 2004. Related party transactions and
corporate governance. Advances in Financial Economics 9:1-27.

Gorden E.A., E. Henry. 2005. Related party transactions and earnings management.
Working paper, Rutgers University.

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

Hanlon, M., L. Mills. and J. Slemrod. 2007. An empirical examination of corporate
tax noncompliance, In Taxing Corporate Income in the 21st Century, edited by
A. Auerbach, J. R. Hines, Jr., and J. Slemrod. Cambridge, U.K.: Cambridge
University Press.

Jensen, M. C. and W. H. Meckling. 1976. Theory of the firm: Managerial behavior,
agency cost and ownership structure. Journal of Financial Economics 3(4):
305-360.

Kahn, C. and A. Winton. 1998. Ownership structure, speculation, and shareholder



22 gAEH HAEN 1 > 2011 & 11 1

intervention. Journal of Finance 53(1): 99-129.

Khurana, I. K., and W. J. Moser. 2009. Shareholder investment horizons and tax
aggressiveness. Working paper.

Kim, J. B. and C. H. Yi. 2006. Ownership structure, business group affiliation,
listing status, and earnings management: Evidence from Korea. Contemporary
Accounting Research 23(2): 427-464.

Lisowsky, P. 2010. Seeking shelter: Empirically modeling tax shelters and examing
their link to the contingent tax liability reserve. The Accounting Review 85 (5):
1693-1720.

Maug, E. 1998. Large shareholders as monitors: Is there a trade-off between
liquidity and control? Journal of Finance 53(1): 65-98. °

McGill, G. A., and E. Outslay. 2004. Lost in translation: Detecting tax shelter
activity in financial statements. National Tax Journal 57(3): 739-756.

Mills, L., K. Newberry and W. Trautman. 2002. Trends in book-tax income and
balance sheet differences. Tax Notes 96(8): 1109-1124.

Ming, J. and T. J. Wong. 2010. Propping through related party transactions. Review
of Accounting Studies 15(1): 70-105.

Plesko, G. 2004. Corporate tax avoidance and the properties of corporate earnings.
National Tax Journal 57(3): 729-737.

Pound, J. 1988. Proxy contests and the efficiency of shareholder oversight. Journal
of Financial Economics 20(Jan.-Mar.): 237-265.

Rego, S. O. 2003. Tax-avoidance activities of U.S. multinational corporations.
Contemporary Accounting Research 20(4): 805-833.

Seida, J. A. and W. F. Wempe. 2004. Effective tax rate changes and earnings
stripping following corporate inversion. National Tax Journal 57 (4):805-828.

Szewczyk, S., G. Tsetsekos and R. Varma. 1992. Institutional ownership and the
liquidity of common stock offerings. The Financial Review 27(1): 211-225.

Weisbach, D. 2002. Ten truths about tax shelters. Tax Law Review 55(2): 215-253.

Yeh, Y. H.,, T. S. Lee, and T. Woidtke. 2001. Family control and corporate
governance: Evidence for Taiwan. International Review of Finance 2(1-2):
21-48.



