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Table 2 Results for Descriptive Statistics of Variables

rE HE pEE RME P RKE

ETR 0.214 0.158 -0.099 0.206 0.574
BTD -0.012 0.035 -0.097-0.009 0.057
DD _BTD -0.012 0.035 -0.097-0.008 0.056
ETR lock 0.104 0.117 -0.199 0.131 0.284
BTD lock 0.016 0.033 -0.027 0.007 0.108
DD_BTD lock 0.017 0.034 -0.028 0.007 0.109
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]/3a HXREERKQ)
Table 3a Correlation Coefficient Matrix (1)

ETR  ETR lock BTD  BTD lock DD_BTD DD_BTD lock  Size MTB LEV
ETR 1 0.001 -0.095 -0.006 -0.0% -0.006 -0.010 0. 008 0. 041
ETR_lock 0.158 1 -0.031 -0.036 -0.031 -0.035 0.030 -0.006 0.015
BTD -0.399 -0.09% 1 0. 007 0. 998 0.003 -0.011 0.014 0. 021
BTD_lock -0.061 - 0.661 0.134 1 0. 007 0.697 -0.017 -0.001 -0.003
DD_BTD -0.395 -0.087 0.99%4 0.134 1 0.003 -0.011 0.014 0.023
DD_BTD lock  -0.062 - 0.655 0.135 0.993 0.135 1 -0.020 0. 001 0. 004
Size 0. 165 0.102 0. 051 0. 016 0. 052 0.016 1 -0.038 0. 453
MTB -0.108 -0.133 0.019 0. 022 0. 024 0.019 -0.445 1 0. 002
LEV 0.191 0.107 -0.134 -0.019 -0.131 - 0.020 0.497 -0.121 1
AB_DA 0. 016 0.036 -0.113 0.004 -0.101 0.004 -0.051 0. 108 0. 109
ROA -0.063 -0.122 0.278 0. 087 0. 286 0.086 -0.010 0.265 -0.397
Loss -0.076 -0.096 -0.021 -0.033 -0.023 -0.035 -0.071 0. 064 0.079
PPE -0.084 -0.033 0.014 -0.024 -0.021 -0.027 -0.034 -0.114 -0.110
INTA -0.049 -0.019 -0.027 -0.027 -0.043 -0.029 -0.082 0.007 -0.213
INVE 0. 136 0.059 -0.111 -0.006 -0.083 - 0. 004 0. 025 0. 042 0. 260
EQINC -0.053 0. 001 0. 182 0. 006 0.182 0. 007 0.158 -0.039 -0.006
Fi -0.112 -0.022 -0.065 -0.001 -0.072 0.002 -0.033 -0.023 -0.052
FTR 0.255 0.155 0.193 -0.056 0.189 =0.056 0.254 -0.111 0.253

EHARUATHEAMNAREMAZE, AL A LR BEAAREMARR, RAMBEIMXAHESPAFLER
%!TE}U

R3b HXREIBERE(2)
Table 3b Correlation Coefficient Matrix (2)

AB_DA ROA Loss PPE INTA INVE EQINC FI FTR
ETR 0.012 -0.008 0. 064 0. 004 - 0. 007 0.028 -0.018 -0.002 0.027
ETR_lock 0.010 -0.028 -0.107 -0.009 0.015 0.016 -0.006 -0.010 0.028
BTD 0. 361 0.742 0.052 -0.001 -0.016 -0.028 0.118 0.008 0.057
BTD_lock - 0.003 0 -0.030 -0.002 0.011  -0.003 0.002 -0.001 -0.007
DD_BTD 0. 369 0.752 0.051 -0.007 -0.017 -0.023 0.120 0.005 0.056
DD_BTD _lock 0. 001 0 -0.017 0. 004 0.006 -0.001 0 -0.004 -0.001
Size -0.049 -0.012 -0.066 0.073 0. 057 0.097 -0.028 -0.024 0.2406
MTB 0. 055 0. 051 0.003 -0.037 -0.024 -0.005 0 0 0. 002
LEV 0.010 -0.292 0.101 -0.022 - 0. 081 0. 329 0 0.019 0.258
AB_DA 1 0. 062 0.066 -0.121 -0.053 0.175 0.092 -0.011 0.045
ROA - 0.008 1 -0.071 -0.113 0.046 - 0.067 0.253 -0.042 -0.027
Loss 0.042 -10.130 1 0.074 -0.023 -0.038 0.071 -0.006 0.019
PPE -0.179 -0.114 0. 059 1 -0.017 -0.477 -0.068 -0.002 0.032
INTA -0.112 0.045 -0.016 0. 290 1 -0.232 -0.027 -0.081 0.076
INVE 0.192 -0.104 -0.035 -0.433 -0.237 1 -0.039 -0.072 0.183
EQINC - 0.047 0.116 0.007 - 0.087 -0.063 -0.064 1 -0.023 0.061
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Table 4 Test Results for Contagion
Effect of Tax Avoidance
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Table 5 Test Results for Time Effect of Information Transmission
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Table 6 Test Results for Experience Effect Table 7 Test Results for Influence
of Tax Avoidance of the Same Group Strategy
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Table 8 Test Results for Alternative
Measurement of Tax Avoidance
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Table 9 Test Results for Companies in the Same Region and Industry
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Table 10 Test Results for Identity and Background of Interlocking Directors
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Contagion Effect of Tax Avoidance from the Perspective
of Interlocking Directors

TIAN Gaoliang' LI Xing',SI Yi'? ,ZHANG Rui'?
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Abstract : Existing academic researches on influential factors of corporate tax avoidance rarely pay attention to corporate social
network attributes. As an important part of market economy, any company could not survive without interactions with others. As
a result, the introduction of interlocking directors would set up close social networks within different companies, which could also
build up non-public channels for corporates’ private information transmission, leading to the contagion effect of similar behaviors
within companies with interlocking shareholders. With the development of the board system in modern companies, especially the
introduction of independent directors, interlocking directors have become a common phenomenon in Chinese capital market.
Therefore, it is extremely meaningful to investigate the contagion of tax avoidance from the perspective of corporate social attrib-
utes.

On the foundation of interlocking directors’ relationship, taking the listed companies in Chinese capital market from 2007-
2014 as samples, effective tax rate ( ETR) , book-tax difference ( BTD) , and book-tax difference computed by fixed effect residu-
al method ( DD_BTD) have been used to measure the level of corporate tax avoidance. After controlling other influential factors,
the OLS model has been adopted to empirically investigate the contagion effect of corporate tax avoidance.

The results revel that tax-aveidance information of tax-aggressiveness companies can be transmitted to interlocked companies
through the channel of interlocking directors, which could reduce the cost of similar behaviors and decision-making uncertainty of
the target companies, leading to the contagion effect of tax avoidance. After controlling possible endogenous problems and alter-
native explanations, such as the self-experience of tax avoidance and the group strategy within the same enterprise group, the
conclusion we state above is still robust. What's more, further studies find the contagion effect of tax avoidance obeys the law of
imitation progression, that is, the similar tax avoidance behaviors are more likely to contagion within companies who are in the
same region. Finally, interlocking directors who act as CEOs in the board of target company are more likely to facilitate tax avoid-
ance contagion than those who act as CFOs.

The research from the interlocking directors’ perspective can take corporates’ social attributes into influential factors of tax a-
voidance, which could enrich the dimensions of the researches on influential factors of corporate tax avoidance. What's more, the
result in this paper is also helpful to construct the cost-benefits framework of interlocking directors’ information transmission func-
tion and perfecting the theoretical research of the contagion effects. It is also of considerable value for investors and supervision
authorities to understand the distinctive role of interlocking directors.

Keywords ; tax avoidance ; contagion effect ;interlocking directors ; information transmission ;social network attributes
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