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Measurining effect of institutional ownership in
relationship of corporate tax avoidance with cost of debt
An empirical evidence from the
Egyptian environment

Abstract

There are two main objectives for this research. The first
represented in examinng whether there is any relationship
between corporate tax avoidance represented by Book -Tax
Differences and cost of debt, whereas the second represented in
investigating whether the level of institutional ownership
representation in ownership structure eliminate aggressive of the
relationship between corporate tax avoidance and cost of debt.
Initial sample was 58 listed firms in Cairo exchange stock during
the year 2010 — 2014, emleminated to 29 Egyptian listed firms
after applying some conditions stated in prior research. Final
empirical results supports prior research with negative and
significant relationship between corporate tax avoidance and cost
of debt, meaning that the more corporate tax avoidance activities
the more firm saving, which Lowers cost of debt. Univariate &
multivariate Analysis were done using multiple regression
analysis and other statistical methods. Empirical evidence
indicates also that corporate tax avoidance can serve as a source
of borrowing for firms, in other words serves as a substitute for
the use of debt, which is consistent with prior researches.
Although the significant effect of institutional ownership on this
relationship was not found through Multivariate Analysis, but the
researcher think that the most significant findings of this study
are that the level of institutional ownership play significant role in
moderates the aggressive of the relationship between corporate
tax avoidance and cost of debts, thereby can used as a tool for tax
avoidance elimination in the case of the Egyptian listed firms

Keywords:

Cost of debt, Book —Tax Differences, corporate tax avoidance,
institutional ownership, Egypt.
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