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The Association between Client Importance and
Tax Avoidance

Liang-Fang Fan”  Yan-Yi Chiou”™® Min-Jeng Shiue™”

Abstract: Using Taiwan listing companies from 2010 through 2016 as sample, this study
aims to examine the association between client importance and tax avoidance. To ensure
that the empirical results are not affected by a single event during a given fiscal year, the
degree of tax avoidance is respectively measured by the three-year effective tax rate, the
three-year current tax rate, and the three-year cash effective tax rate. In addition, an
accounting firm’s client importance is measured by the audit fee paid by client in proportion
to the aggregate audit fees accounting firms receive from all Taiwan listing companies.
Regardless of whether the accounting firm or engagement partner is used as measurement
basis, the empirical results indicate that the higher the accounting firms’ (the engagement
partners’) economic dependence on the audit client, the lower the degree of client tax

avoidance.
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c.F A F (ROA)
M FTAFMF (ROA) {7 > 2P &P+ % TR LHEORELF - R
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(EXP_CPAFIRM) X327 5 26.7% @ 1 & &€ 3-f% (EXP_CPAl) 2 &l § €3+
(EXP_ CPA2) A ¥ LM AR T A Y 5 1.8% 1.9%; € 7 FFEi9rp 27} ﬁf
oA B3 &1 & B (TEN_CPAFIRM) P~p #i4t#cz T30 5 2333 @ 1L § ¢
*Lw (TEN_CPAL) 2% % €367 (TEN_CPA2) 2§ 4 {2 & R P p R¥F#2 T30

WA 177082 1592 HHlA 2 > L €V ERBE VLAY R AL RN S
ﬁﬁﬁiﬂn%o

- CEHBEAH

# 3 RARFLALEFAL R AP BE % B2 Spearman 4p B i > 1 Panel A 5 4 € 3ERE
975 §7E A% > Panel B R I € 3R EF R A M O B AP B Tilic o 71 g 3REF AR

SHRAMNS > EHE Nz #H G oo (BETR3)~ = # % ¥ »afe
(CUETR3) Bz g WR &G s (CASHETR3) 8 ARfRLEARR > 28 €317
397 % £ &4 (IMP _CPAFIRM ) Spearman #p i 48> w39 % LA F T 4P B o
RIS o G o e 0 P RN (SIZE) R REF AN > 2 f G S (LEV) &
REF L ﬁ%’*“ﬁﬂw3(MM)iﬂﬁ%éﬁ%‘ﬁﬁéﬁﬁﬁpé(m%)
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PR RATEEINS B Ed e A A EE (BIGY) SHREF LM 0 A
¥% MR (EXP CPAFIRM) S A F f 4pl > 3583 > wip i o

PLERTER A HER AL > Bk A § gﬂgm (IMP_CPAI) ~ & % ¢ 3 §7
([MP CPA2) &1 e %] (IMP _CPA) ik RFE £ » £ & 1> 358 = & T 155 2 fi

< (BETR3)~ = & T 30§ #) 4 s (CUETR3) 1z & TR 4 mfm
(OMMEM)W REFL ﬁ%’aTg“ﬁﬁ E kﬂLmE&&4$
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EFd e gf"‘ﬁﬂ”izi “rh 1 B @ (BIGY) ﬁﬁ‘ = € & {4+ (IMP_CPA ~ IMP_CPAI ~
IMP_CPA2) 7* & f AR B » Flo X F T SACRER S > v A T RT3 P E - %
e AVER G BT MOt e X AT H AR IR B R T > &0 6 PR ER R AT
A EAFA L BEFAREF O T AP KRR -
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104 g3

4 2 sk st (4 & 8=3,932)
ToE #F® L1 &) E P25 P50 P75 LB

BETR 0.187  0.145 0.000 0.114  0.175 0.228 0.925
CUETR 0.170  0.161 0.000 0.076  0.156  0.212 1.000
CASHETR 0.165 0.172  0.000  0.053 0.135 0.213 1.000
BETR3 0.220  0.168 0.000  0.145 0.187  0.245 1.000
CUETR3 0.205 0.176 ~ 0.000  0.121 0.177  0.229 1.000
CASHETR3 0.201 0.181 0.000 0.109 0.167 0.224 1.000
IMP CPA 0.063 0.074  0.009 0.026  0.039  0.065 0.500
IMP CPAl 0.142  0.175 0.016  0.054  0.085 0.147 1.000
IMP CPA2 0.145 0.192  0.014 0.049 0.080 0.146 1.000
IMP CPAFIRM  0.025 0.096  0.001 0.002 0.003 0.005 0.791
SIZE 15.512 1.417 13.086 14.500 15.300 16.266 19.952
LEV 0399 0.169 0.066 0270 0.396 0519  0.818
ROA 6.773 5736 -5.680 2910 5790 9555 27.740
PPE 0.262  0.170  0.001 0.129  0.245 0376  0.725
BIG4 0.869  0.338 0.000 1.000 1.000 1.000 1.000
EXP CPAFIRM  0.267  0.205 0.001 0.099 0220  0.375 0.758
EXP CPAI 0.018 0.035 0.000  0.002 0.006 0.017  0.219
EXP CPA2 0.019  0.038 0.000  0.002 0.006  0.017  0.235
TEN CPAFIRM  2.333 0.574  0.693 1.946 2398  2.708 3.401
TEN _CPAI 1.770  0.483 0.693 1.386 1.792  2.079  2.773
TEN CPA2 1.592  0.493 0.693 1.099 1.609 1.946  2.708

L% % % BETR : 18 g * b § £330 faw s £ 200 5 s CUETR @ 3 o7 iF fa g ¥ (s g £330
BE 2 i) CASHETR | & 2 Hor @ g b ¢ MM s b 204 5| BETR3 : = &7 @ fh * £3*
Boibn = & Y LIV i s F 20t ) CUETR3: = & % #ri@ g ¥ ih = & Sy £330/ fad & 5 200 6
CASHETR3: = £ & & T M AFFHZ EMFY L£IP Mo B F 200 5 IMP_CPA: { g £t H g iba
OBl G g irert LA ELP 23 6] IMP CPAL: | %A HAF A G g3 i L3 F2P 2%
G0t S IMP_CPA2: | p £t 2% @B 356773 + 3 27 2% a0t 5] 5 IMP_CPAFIRM : i § 474
Hag kgt P3P 2 et b JSIZE: ERAT AL ~ 5 B )P f A4t LEV: £ &
MEFRATAZ LG ROA: FERRE LD ENETHLAFTAZ 6] PPE: T ELALFTAERFT A2
b BIGA : m#t¥dd v X §3FERTAPE S 10 FRE 05 EXP_CPAFIRM : § 3 (£ 3540 A 12 1 & ¥
MTHAFZ L ARE S L T AR A E G LIRS T AR o2 b EXP_CPAL : 3 3 ATAY
EETBAEL IIBE LT AR ZAENF LI WMODFT AR 200 6] EXP CPA2 : R & €3 FFor
PR RAE L P RE LT AR AL RSP F AR b5 TEN_CPAFIRM @ f 2 7
B R A Y | A2 AP ER S TENCPAL : f 22 1 5 B 4nAc B 4§ ¢ R
APipE2L AP ERSTENCPA2: p 2Pt 3 BBl R E ¢ madaris ¥l dPER -

2.8 % % B2 fRey @ C 217 winsorized > g ] BE A BEL R EZ 1%% 99% -



# 3 AR EFARRAPM BB AP M A

Panel A @ 1 € 3HfF E 5347 E

IMP_ EXP_ TEN_
BETR3 CUETR3  CASHETR3 _ CPAFIRM SIZE LEV ROA PPE BIG4 CPAFIRM _ CPAFIRM

BETR3 1.000 0.719 0.672 0.082 0.039 0.139 -0.226 0.055 0.063 -0.024 0.021
(0.000) (0.000) (0.000) (0.000) (0.015) (0.000) (0.000) (0.001) (0.000) (0.129) (0.193)

CUETR3 1.000 0.801 0.039 0.055 0.116 -0.128 0.056 0.099 -0.036 0.039
(0.000) (0.000) (0.014) (0.001) (0.000) (0.000) (0.000) (0.000) (0.025) (0.015)

CASHETR3 1.000 0.054 0.087 0.107 -0.093 0.036 0.082 -0.021 0.041
(0.000) (0.001) (0.000) (0.000) (0.000) (0.025) (0.000) (0.200) (0.011)

IMP_CPAFIRM 1.000 0.303 0.198 -0.054 -0.011 -0.583 0.163 -0.497
(0.000) (0.000) (0.000) (0.001) (0.509) (0.000) (0.000) (0.000)

SIZE 1.000 0.383 -0.013 0.090 0.109 0.389 0.152
(0.000) (0.000) (0.435) (0.000) (0.000) (0.000) (0.000)

LEV 1.000 -0.245 -0.022 0.013 0.107 0.012
(0.000) (0.000) (0.164) (0.426) (0.000) (0.438)

ROA 1.000 -0.077 0.071 -0.131 0.012
(0.000) (0.000) (0.000) (0.000) (0.445)

PPE 1.000 0.048 0.065 0.040
(0.000) (0.002) (0.000) (0.012)

BIG4 1.000 -0.015 0.537
(0.000) (0.340) (0.000)

EXP_CPAFIRM 1.000 0.033
(0.000) (0.038)

TEN_CPAFIRM 1.000
(0.000)

£
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%3 e REie R Ap M R B A M hicd: (H)

Panel B : 2 ggL i R

BETR3  CUETR3  CASHETR3 IMP CPA IMP_CPAl IMP CPA2  SIZE LEV  ROA PPE  BIG4 EXP CPAI EXP CPA2 TEN CPAI TEN CPA2

BETR3 1.000 0.719 0.672 0.030 0.089 0.052 0.039  0.139  -0226  0.055  0.063 0.035 0.033 0.001 0.017
(0.000)  (0.000) (0.000) (0.000) (0.000) (0.001)  (0.015) (0.000)  (0.000) (0.001)  (0.000) (0.031) (0.036) (0.956) (0.288)

CUETR3 1.000 0.801 0.046 0.058 0.026 0.055  0.116  -0.128  0.056  0.099 0.004 0.055 0.006 0.041
(0.000) (0.000) (0.004) (0.000) (0.110)  (0.001)  (0.000)  (0.000)  (0.000)  (0.000) (0.805) (0.001) (0.696) (0.011)

CASHETR3 1.000 0.082 0.086 0.056 0.087  0.107  -0.093  0.036  0.082 0.018 0.056 0.020 0.040
(0.000) (0.000) (0.000) (0.000)  (0.000) (0.000)  (0.000) (0.025)  (0.000) (0.259) (0.001) (0.214) (0.011)

IMP_CPA 1.000 0.879 0.899 0.355  0.187  -0.042  0.023  -0.468 0.156 0.090 0.062 0.106
(0.000) (0.000) (0.000)  (0.000) (0.000)  (0.009) (0.154)  (0.000) (0.000) (0.000) (0.000) (0.000)

IMP_CPAI 1.000 0.616 0.307  0.151  -0.051  0.017  -0.438 0.109 0.028 0.092 0.120
(0.000) (0.000)  (0.000) (0.000) (0.002) (0.295)  (0.000) (0.000) (0.084) (0.000) (0.000)

IMP_CPA2 1.000 0322 0.175  -0.039  0.019  -0.436 0.160 0.119 0.018 0.066
(0.000)  (0.000) (0.000) (0.016) (0.243)  (0.000) (0.000) (0.000) (0.257) (0.000)

SIZE 1000 0383  -0.013  0.090  0.109 0.176 0.602 0.070 0.594
(0.000)  (0.000)  (0.435)  (0.000)  (0.000) (0.000) (0.000) (0.000) (0.000)

LEV 1.000 0245  -0.022  0.013 0.052 0.206 -0.005 0.186
(0.000)  (0.000) (0.164)  (0.426) (0.001) (0.000) (0.753) (0.000)

ROA 1.000  -0.077  0.071 -0.058 -0.006 -0.022 0.000
(0.000)  (0.000)  (0.000) (0.000) (0.700) (0.174) (0.994)

PPE 1.000  0.048 0.022 0.041 0.029 0.040
(0.002) (0.177) (0.010) (0.069) (0.012)

BIG4 1.000 -0.130 0.202 -0.058 0.193
(0.000) (0.000) (0.000) (0.000) (0.000)

EXP_CPAI 1.000 0.080 0.207 0.077
(0.000) (0.000) (0.000) (0.000)

EXP_CPA2 1.000 0.042 0.792
(0.000) (0.009) (0.000)

TEN_CPAI 1.000 0.057
(0.000) (0.000)

TEN CPA2 1.000
(0.000)

I RETEFLL 2
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S REERARE LS
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24 ERREFHECLRE (NEBTEFERHE)

) ) 3)
e BETR3 CUETR3 CASHETR3
Intercept 0.151™ 0.140™" 0.131™
(3.87) (2.81) (2.58)
IMP _CPAFIRM H1:? 0.022 0.056" 0.074™
(0.83) (1.76) 2.21)
SIZE ? 0.000 0.003 0.004
0.21) (1.04) (1.63)
LEV + 0.058™" 0.049™ 0.046™
(2.95) (2.44) (2.26)
ROA - -0.008™*" -0.006™*" -0.006™"
(-14.76) (-11.85) (-11.06)
PPE ? -0.004 0.000 -0.016
(-0.23) (0.01) (-0.89)
BIG4 + 0.036™" 0.045™" 0.043™"
(3.52) (3.93) (3.72)
EXP CPAFIRM ? -0.033" -0.025 -0.020
(-2.40) (-1.63) (-1.28)
TEN CPAFIRM ? 0.002 -0.008 -0.008
(0.42) (-1.33) (-1.43)
LIST ? -0.008 -0.006 -0.002
(-1.37) (-0.99) (-0.34)
Y Year Dummy Included Included Included
Y. Ind Dummy Included Included Included
N 3932 3932 3932
adj. R? 0.120 0.074 0.058
F 16.155 10.861 8.906

LLIST % + 3 1% %8 4o i + 7 '25’?‘]‘ LIST#*% 5 1> # s % 5 0;)Y Year Dummy Y Ind Dummy
Au L ERBEAEY R B BT AFLE 2
2AEFEN Lt AT 1% ERE A T S%AEE KR A T 10%E R E o

25 ERABREFERYE (U4 F P FELE)

() (2) (3)
FpH e BETR3 CUETR3 CASHETR3
Intercept 0.124™ 0.114™ 0.103"
(2.88) 2.17) (1.94)
IMP CPAl H2:? 0.061" 0.091" 0.099™
(3.14) (3.81) (4.28)
SIZE ? 0.000 0.001 0.003
(0.13) (0.47) (0.97)
LEV + 0.058™" 0.050™ 0.047™
(3.02) (2.54) 231)
ROA - -0.008™" -0.006™" -0.006™"
(-14.96) (-11.86) (-11.08)
PPE ? -0.004 -0.000 -0.017
(0.25) (-0.02) (:0.94)
BIG4 + 0.043™" 0.056™" 0.056™"
(4.18) (4.96) (4.81)
EXP CPAI ? -0.185™ -0.209™ -0.215™

(-2.42) (:2.42) (-2.45)
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25 amR@ait e (NAGEVFIFRER) ()

ey () 3)
R BETR3 CUETR3 CASHETR3

TEN _CPAl ? 0.005 0.000 0.002
(0.99) (0.08) (0.33)
LIST ? -0.008 -0.007 -0.003
(-1.31) (-1.13) (-0.51)

Y. Year Dummy Included Included Included

Y. Ind Dummy Included Included Included
N 3932 3932 3932
adj. R? 0.123 0.079 0.063
F 16.393 11.094 9.184

ILLIST % + & 1§ %] ¥ 8 4o i + 3 25—‘5 LIST#* 5 1"H2# 3% % 0;YYear Dummy £ Ind Dummy

AulsERYEAEUAREE 6 RRTEFLA 2o

2AEFAN Lt AT 1% ERE A T S%AEE KR A T 10%E R E o

16 RRRBHE LR (1A B2 BB EPF L FERE)

(1) (2) 3)
pE e BETR3 CUETR3 CASHETR3
Intercept 0.108™ 0.1017 0.085
(2.45) (1.88) (1.57)
IMP _CPA 0.124™ 0.170™ 0.179™
(2.94) (3.31) (3.56)
SIZE 0.002 0.003 0.005
(0.75) (0.98) (1.50)
LEV 0.056™" 0.049™ 0.046™
(2.91) (2.50) (2.28)
ROA -0.008™ -0.006™" -0.006™"
(-15.00) (-11.85) (-11.06)
PPE -0.007 -0.003 -0.020
(-0.45) (-0.18) (-1.09)
BIG4 0.043™ 0.054™ 0.052™
(4.07) (4.67) (4.42)
EXP CPAI 0.024 -0.071 -0.075
(0.31) (-0.73) (-0.75)
TEN CPAl 0.004 -0.001 -0.000
(0.77) (-0.19) (-0.05)
EXP CPA2 -0.305™" -0.212" -0.215™
(-4.66) (-2.48) (-2.48)
TEN CPA2 -0.001 0.001 0.004
(-0.17) (0.09) (0.60)
LIST -0.008 -0.008 -0.004
(-1.42) (-1.24) (-0.65)
Y Year Dummy Included Included Included
Y. Ind Dummy Included Included Included
N 3932 3932 3932
adj. R? 0.123 0.077 0.061
F 15.643 10.342 8.537

ILLIST 5 + & 1% ¥ 8 4o i + 3 25—‘5 LIST#* 5 1"H2# 3% % 0;)Year Dummy £ Ind Dummy

AU G ERBEAEE YRR R R AL 2
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)AL R FEERRE

SHRA AT OERN . ¥ UM MRL R (BTD) R fRERRE > £ATA T o
PAfLE B 7 5 AR 4B 0 g gﬁ/ﬁ@mz}m« TRIE LY pRF TS R R A
gmgrﬂ:}ﬂﬂr (Mills, 1998) o 1o Fl & 2 B~ 18 ¢ £ faqs? TR - &% S35 4 2
AL (2011) cuEik o> M H T ERY P BRI FPF F AT E R RF (17%)
it & FFRMpATE > TR TATE (4ot (5)) ¥ SRR EF L LD D
o Bz E (Tt 2 2 &) ML B TR A fRARERR (BID3)-

o

BTDy = |i2 @ %t fai M iss5 @ —( e )] Jin PN tE AT A

1
BTD3, =3 Y BID, (5)

FHEEE AR T ol § 35 £ 3347 (IMP_CPAFIRM) 22023 § % Bl § € 3-f7
(IMP_CPA) *§7& ”iﬁﬁ’ﬁﬁiﬁﬁfhiﬁﬁ WM TESER
'k}-—:\:} BoOXAE = AR E AR 4 ! M BTG AR e B3t F HME T 2t
FEEARRFRAR DT HEE S L X ;%_*’é' AFT G IR o
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