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gHH, Desai and Dharmapala(2006)= BTD7} A 3t= o] 2 7199 2A189] {91 o]9]<
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gog, FHF7] BXE Y, F 7,746709 714 —<d= T 1,17670(15.2%)= =371,
2,72770(35.2%) = 771, 3,23370(41.7%) = 457190, 61070(7.9%)E 21H 7] E3E5 o
th o] dFEE tA] Yipo] A Ed Az 59187 719 —dEE =U7] 87670, A
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HEE) Q9H

(B 5 MOl 74T EI|o TAISITIS] B (MY E
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TA;, =By +B,LC; g+ B,SIZE, , + B, LEV, , + 3,ROA; , +
+B8,0WN,,+B3DA; ,+ YD+e¢,,

271 (LC) AEI(LCq) M=7|(LCw 2 E[7](LCp)
S A T tat | EHAT| et |EFAE| e |ERHA| R
Aze] |BTD | —0.0088 | —3.46™| 0.0040| 248 | 0.0021| 125 [—0.0090| —2.83
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The Effect of Industry Membership

and Corporate - life - cycle on Tax Avoidance

*

Sang Myung Kim” - Sung Ook Park®® - Heesun Chung””

{Abstract>

This study investigates whether corporate —life —cycle combined with the industry membership
influences tax avoidance behavior. Prior literature finds that corporate life cycle influences a
firm’s tax avoidance behavior, and firm characteristics to induce aggressive tax behavior rely on
the industry membership. This suggests that the effect of corporate —life —cycle on tax avoidance
would be affected by a firm’s industry membership.

Our empirical findings reveal that firms do not tend to engage in aggressive tax activities at the
introduction stage. On the other hand, firms in the industry of professional, scientific and technical
activities exhibit high level of tax avoidance even at the introduction stage. We interpret that these
firms bear lower initial investment costs, which induces lower tax shield, and thus they tend to
have stronger incentives to engage in aggressive tax planning from the start. Next, the tendency
to aggressive in tax planning at the growth stage is more pronounced in the industry membership
of manufacturing and construction. In a case of the maturity stage, while firms in the industry of
wholesale and retail trade are more aggressive in tax planning, firms in the industry of
construction exhibit less aggressive tax activities compared with those in the other industry. This
result is consistent with the finding of prior studies that corporate tax avoidance behavior of firms
in the construction industry are sensitive to financial costs. Namely, due to the low necessity for
external financing, such firms at the maturity stage have high liquidity, thus they are less
incentivized to engage in aggressive tax planning. With regard to the decline stage, firms in the
industry of construction are shown to be more aggressive in tax activities. This study contributes
to the literature in a sense that it explains corporate tax behavior through firm characteristics as

well as industry characteristics in multiple perspectives.

<Key words> tax avoidance, corporate — life —cycle, industry membership, cashflow
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