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Abstract

This study verifies whether the sustainable tax strategy provides unique information on
earnings persistence and brings about the difference of value relevance of accounting
information. Sustainability is measured by the 5-year coefficient of variation in cash ETR,
such as in McGuire et al.(2013), which measures variability in long-term performance of tax
avoidance. The value relevance of accounting information in this study is modified by the
Ohlson model(1995), which explains the value of the firm by using accounting information
such as net assets and net income and other non-accounting information. The samples of this
study are the firms listed on the securities market from 2004 to 2015 and the final samples
are 3,133 firm-year. The results of this empirical analysis show that the value relevance of
accounting information increases as firms have long-term and sustainable tax strategies. Most
of the prior studies on tax strategies have examined the tax minimization strategy that
minimizes the tax cost. However, this study is different in that the sustainability of the tax
strategy affects the value relevance of accounting information. The results of this study will be
useful for the users to make decision using the value relevance of accounting information.
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Table 2. Basic statistics(N=3,169)

Variables Mean Std Min 25% Median 75% Max
P 44,421 81,203 904 15,650 47,800 714 819,000
BPS 47,703 70,983 1,474 23,853 52,794 1,237 623,228
EPS 4,129 6,912 36 1,610 4,406 6 65,662
SUSTAIN -0.503 0.398 -1.932 -0.383 -0.216 -2.160 -0.047

Note: The Definition of the variable is as follows. P is stock price at 3 months after the fiscal year end, BPS is book
value of equity per share, EPS is earnings per share, and Sustain is (-1)xcoefficient of variation of cash effective
tax rate for 5 years (from year t to year t-4)

Table 3. Correlation Analysis

Variables P BPS EPS SUSTAIN

P 1.000 0.661*** 0.723** 0.083***
BPS 1.000 0.734** 0.035*

EPS 1.000 0.113"*
SUSTAIN 1.000

Notes: 1. The definitions of variables are given in <Table 2>.
2. p: **<0.01, **<0.05 and *<0.10.
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Table 4. Result for Regression Analysis of Equation 2

Model 1 Model 2 Model 3
Variables
Coefficient t Value Coefficient t Value Coefficient t Value
BPS 0.255 14.70* 0.257 14.80*** 0.262 15.30***
EPS 0.544 31.40" 0.540 30.94** 0.636 30.65"*
SUSTAIN 0.022 1.86* -0.028 -2.12*
EPSxSUSTAIN 0.144 8.33***
YD Included Included Included
F-value 329.30** 306.26** 296.73**
Adj R? 0.577 0.577 0.586
Max VIF 2405 2411 2.411
N 3,133 3,133 3,133

Notes: 1. The definitions of variables are given in <Table 2>.

2. p: **<0.01, **<0.05 and *<0.10.
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Table 5. Result for Regression Analysis of Equation 3

Model 4 Model 5
Variables
Coefficient t Value Coefficient t Value
BPS 0.253 14.60*** 0.255 14.68***
EPS 0.587 27.70" 0.567 29.46**
HighSUSTAIN 0.008 0.52 0.025 1.73*
LowSUSTAIN 0.043 2.54* 0.032 2.44*
EPSxHighSUSTAIN -0.002 -0.10 -0.012 -0.07
EPSxLowSUSTAIN -0.115 -7.89"* -0.080 -5.99***
YD Included Included
F-value 261.40*** 256.99"*
Adj R2 0.586 0.582
Max VIF 3.396 2775
N 3,133 3,133

Notes: 1. The definitions of variables are given in <Table 2>. HighSUSTAIN is a dummy variable that is 1 if the value
of SUSTAIN in year t corresponds to the top 20%(10%) or O otherwise, LowSUSTAIN is a dummy variable
that is 1 if the value of SUSTAIN in year t is 20% (10%) or O otherwise.

2. p: **<0.01, **<0.05 and *<0.10.
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