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Abstract

Executive incentive can exert important influences on corporate tax avoidance behavior, and
business strategy also has a significant impact on tax avoidance decision. This paper studies the
relationship between the executive incentive and the degrees of enterprise income tax avoidance
and different business strategy made of the two. The research suggests that monetary motivation
can prompt the company to avoid tax in the short run. However, because of the cost of the tax
avoidance, the correlation between the employee stock option and enterprise income tax avoid-
ance is negative in the long run. In addition, the study finds that firms adopting prospector strate-
gy is more preference to avoid enterprise income tax while firms adopting defender strategy is
more negative to avoid enterprise income tax.
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Table 2. Regression results of BTD
5% 2. BTD RYE|VALR

Dependent Variable: BTD

Method: Pooled EGLS (Cross-section weights)

Variable Coefficient Std. Error t-Statistic Prob.
C 0.025140 7.97E-05 315.3060 0.0000
TA 0.043313 0.002567 16.87613 0.0000

Fixed Effects (Cross) (%)

Table 3. The four dimensions to measure business strategy
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Table 4. Descriptive statistics of the total sample

4 BEARERMESRT

AC MSR ASSET ROE LEV
Mean 14.91955 0.148103 21.65080 0.099561 0.350791
Median 14.89247 0.000790 21.38099 0.081505 0.339104
Maximum 16.95723 0.732660 26.16612 0.385512 0.879983
Minimum 12.80491 0.000000 19.93027 0.001032 0.015760
Std. Dev. 0.662008 0.221055 1.135628 0.063161 0.201827
Observations 420 420 420 420 420
Cross sections 140 140 140 140 140

Table 5. The regression results of the total sample
5. BEEAREAER

Dependent Variable: TS

Method: Pooled EGLS (Cross-section weights)

Variable Coefficient Std. Error t-Statistic Prob.
C 0.098569 0.036055 2.733871 0.0067
AC 0.001820 0.000678 2.682368 0.0078
MSR -0.011094 0.003282 —3.379943 0.0008
ASSET -0.005168 0.001805 —2.863392 0.0045
ROE 0.189461 0.013986 13.54614 0.0000
LEV —0.016900 0.005000 —3.379818 0.0008

Fixed Effects (Cross) (1%)
Weighted Statistics

R-squared 0.972700 Mean dependent var 0.051928
Adjusted R-squared 0.958405 S.D. dependent var 0.078750
S.E. of regression 0.015604 Sum squared resid 0.066956
F-statistic 68.04378 Durbin-Watson stat 2.743366
Prob (F-statistic) 0.000000
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5.3.1. gt

TRZE IS 1) 2 ) R A A0 75 A s 1 2 B AR A R I G it dn ok 6 Ak 7,
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ERET 3/

5.3.2. SCIERFSR

R RIS FEA I [ 55 R an e 8 Fros
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Table 6. Descriptive statistics of the prospector strategy sample

i 6. REBMMFARBR ST

AC MSR ASSET ROE LEV
Mean 15.06926 0.202928 21.29548 0.116249 0.305347
Median 15.05943 0.111100 21.08128 0.096667 0.248863
Maximum 16.49147 0.630031 23.93002 0.288318 0.695665
Minimum 13.86858 0.000000 20.11933 0.019251 0.065846
Std. Dev. 0.574502 0.221848 0.803735 0.065292 0.174334
Observations 84 84 84 84 84
Cross sections 28 28 28 28 28

Table 7. Descriptive statistics of the defender strategy sample

7. D E A AR R M Gt

AC MSR ASSET ROE LEV
Mean 15.06024 0.052132 22.60985 0.086141 0.481006
Median 15.07293 2.95E-05 22.35297 0.067157 0.492975
Maximum 16.95723 0.591726 26.16612 0.185512 0.879983
Minimum 13.61828 0.000000 20.41713 0.002278 0.054034
Std. Dev. 0.688959 0.151453 1.182280 0.067968 0.212836
Observations 102 102 102 102 102
Cross sections 34 34 34 34 34

Table 8. The regression results of the prospector strategy sample

I8 REBMMFANELR

Dependent Variable: TS
Method: Pooled EGLS (Cross-section weights)

Variable Coefficient Std. Error t-Statistic Prob.
C 0.467116 0.137866 3.388198 0.0014
AC 0.025506 0.006201 4.113468 0.0001
MSR 0.044144 0.021827 2.022408 0.0484
ASSET —0.039461 0.008361 —4.719673 0.0000
ROE 0.144892 0.028834 5.024970 0.0000
LEV —0.011513 0.019087 —0.603186 0.5491

Fixed Effects (Cross) (%)
Weighted Statistics

R-squared 0.934798 Mean dependent var 0.058094
Adjusted R-squared 0.893887 S.D. dependent var 0.058687
S.E. of regression 0.016391 Sum squared resid 0.013703
F-statistic 22.84952 Durbin-Watson stat 3.108235
Prob (F-statistic) 0.000000

IR Z .

2) B JE BB MSR 5 Ak B SRR BURERE TS KIIRIJT AR50 0.044144, p {E4 0.0484, 7£ 0.05 ]
KPR XRPERARRE RGN, AR @ENRFFENA R RMRE, HH TR
1 1) 2 SRR 2
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1) =R M AC 1 p {64 0.0636, B KT 0.05. IXFRIITER B RIS AT F, =EANR
ST TR Tl 5 BB R T B K R
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6. RLEiL

IRAE AT SCHIBE T, AR T 4518

1) 7w O RS A T A BB A B 2 R IR AR O OR Ry W) e B SRR 5 Al B 4 A5
TR B 10 3 U R 2

ATV A BT~ @ E R MR RA R, A5 AR SRS K. RN, B
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LSRG MR B SRR R . BIL, ARBrA#HS T AR SERImEE, A8 e
AT AT REREAT AR ML T A3 B E R 5 )

I8 A R 2, B BRA KR, 5ARKKHTSIMER K. ERUVEE, hE
H0 A AR 55 WL A 5 DX, S5 A3 A7 RN AP A, e RGBS i A — B R m AR N E, #2
Table 9. The regression results of the defender strategy sample
0. PEESEREANEIFER

Dependent Variable: TS
Method: Pooled EGLS (Cross-section weights)

Variable Coefficient Std. Error t-Statistic Prob.
C 0.269554 0.100684 2.677218 0.0095
AC —0.004216 0.002233 —1.888193 0.0636
MSR 0.001476 0.022875 0.064513 0.9488
ASSER —0.008704 0.004993 —1.743080 0.0862
ROE 0.078752 0.015653 5.031140 0.0000
LEV 0.000845 0.011836 0.071418 0.9433

Fixed Effects (Cross) (%)
Weighted Statistics

R-squared 0.895259 Mean dependent var 0.027519
Adjusted R-squared 0.832082 S.D. dependent var 0.025150
S.E. of regression 0.009134 Sum squared resid 0.005256
F-statistic 14.17064 Durbin-Watson stat 2.982456
Prob (F-statistic) 0.000000
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