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Analysis on the Relation between Small and Medium Firm’s
Stability and Tax Avoidance
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Abstract This study examine the relation between small and medium firm's stability and tax avoidance. We
use some financial data of small and medium IT firms in KOSDAQ during 2001 to 2009. Following previous
research(Desai and Dhamapala 2006), we estimate corporate tax avoidance. And we use quick ratio and
current ratio as a short-term stability and equity ratio as a long-term stability.

Empirical results follows as.

First, It was not significant statistically between short-term stability and corporate tax avoidance. Second, it
was significant statistically between the long-term stability and corporate. As corporate tax avoidance
increases, the long-term stability(equity ratio) was low.

Our analysis provides the empirical evidence between long-term stability and tax avoidance. It offers
implications of corporate tax avoidance to small and medium IT firms in KOSDAQ. But this results is
difficult generalization because of sample limits.

Key Words : stability, tax avoidance, quick ratio, current ratio, equity ratio
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Table 1. descriptive statistics

E N g =97 EFEHA} E=Ene B[S
TAVOID 1087 0.00296 -0.00251 0.06403 -0.14683 0.14930
TACC 1087 -0.01939 —0.02391 0.12142 —0.39876 0.39667
LEV 1087 0.73852 0.52000 0.72764 0.02000 5.99000
ASSET 1087 22.22515 24.36361 1.05486 20.14850 27.5129
ROI 1087 0.10995 0.09274 0.08205 0.00055 0.75211
DANGJA 1087 229.0306 189.3300 143.2742 45.65000 599.0100
CURR 1087 264.9739 227.3000 142.9879 47.56000 598.9900
ACAP 1087 61.48164 62.18000 15.18003 16.61000 94.68000
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Table 2. Correlation Analysis
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TAVOID ROl LEV ASSET DANGJA CURR ACAP

TAVOID 1.0000
ROI 0.2190° 1.0000
LEV -0.0705° -0.0850° 1.0000
ASSET -0.1378° -0.2046° -0.0764° 1.0000
DANGJUA 0.1073° 0.2880° —0.2686° -0.1089° 1.0000
CURR 0.1110° 0.2763° -0.2718° -0.0966° 0.9604° 1.0000
ACAP —0.3599° -0.6467° 0.0010 0.2366° -0.1578° -0.1755° 1.0000
T TAVOID : ZM|E|m|ZAo, LEV : 2|, ASSET : &Xtt ROI © SXHM0[2E,
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Table 3. Regression Analysis

7 EETER) CETET) I ER)
Bi%oy He tak He tak A 17k
o 461.67 4.53° 464.34 4.55° 46.54 5.51%
TAVOID 58.15 0.88 65.96 1.16 -51.81 -8.51°
LEV -49.86 -8.90° 5.61 -8.89° -1.15 —2.48°
ROI 430.06 8.22° 52.43 7.78° -108.75 -25.10°
ASSET -10.41 —2.47° 4.21 -2.09° 3.45 3.457
YEAR =5 =5 =5
FZt 17.90% 16.95% 91.52°
ad.R* 0.14 0.14 0.47
DW 2.024 1.970 1.875
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