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The Effect of Ownership Concentration and Audit Firm Size on
the Relationship of Tax Avoidance with Stock Returns and
Firm Risks- an Empirical study on companies listed in
Egyptian Exchange.
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Abstract:

This study examines Firstly, the effect of tax avoidance practices
on stock returns and Firm risks, and the moderating role of Ownership
Concentration and Audit Firm Size, using sample of 330 observations of
55 non-Financial Listed Egyptian firms for the period 2013:2018.
Secondly, re-test through additional analysis the effect of the ownership
concentration and audit firm size as two control variables in addition to
the firm size, leverage, working capital, and sales as other control
variables. Finally, a sensitivity analysis was conducted to examine the
effect of different tax avoidance measurement method on the main
relationships. The results indicate that tax avoidance practices negatively
affect stock Returns but positively affects Firm risks. And the results did
not support the moderating role of ownership concentration and Audit
Firm Size neither for tax avoidance and returns relationship nor tax
avoidance and firm risks. The additional analysis reveals that both
ownership concentration and Audit Firm Size are significant as control
variables in both main relationships regression models, and It was found
that the other control variables increased the explanatory Power of them.
The sensitivity analysis results refers that changing the method of
measuring tax avoidance affects the significance of the main
relationships.

Keywords: Tax Avoidance, Stock Returns, Firm Risks, Ownership
Concentration, Audit Firm Size, Cash Effective Tax Rate, and GAAP
Effective Tax Rate.
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Case Processing Summary

Cases
Valid Missing Total
N Percent N Percent N Percent
Cook's Distance 330 99.7% 1 0.3% 331 100.0%
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Model Summary”

Adjusted R
Model R R Square Square Std. Error of the Estimate | Durbin-Watson
1 1442 .021 .017 .002846530917809 1.429
a. Predictors: (Constant), Cash(ETR)* -1
b. Dependent Variable: Ret
ANOVA?
Model Sum of Squares Df Mean Square F Sig.
1 Regression .000 1 .000 6.048 .015"
Residual .002 286 .000
Total .002 287
a. Dependent Variable: Ret
b. Predictors: (Constant), Cash(ETR)* -1
Coefficients®
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .000 .000 1.037 .300
Cash(ETR)* -1 -.002- .001 -.144- -2.459- .015

a. Dependent Variable: Ret

R
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Model Summaryb

Adjusted R

Model R R Square Square Std. Error of the Estimate | Durbin-Watson

1 .210° .044 .034 .002822175753782 1.455

a. Predictors: (Constant), (Cash)TA*CON, OW.Con, Cash(ETR)* -1

b. Dependent Variable: Ret

ANOVA?

Model Sum of Squares Df Mean Square F Sig.

1 Regression .000 3 .000 4.370 .005"
Residual .002 284 .000
Total .002 287

a. Dependent Variable: Ret

b. Predictors: (Constant), (Cash)TA*CON, OW.Con, Cash(ETR)* -1

Coefficients®
Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta t Sig.

1 (Constant) -.001- .001 -1.014- 312
Cash(ETR)* -1 .000 .002 .039 .206 .837
OW.Con 1.335E-5 .000 .101 1.377 .170
(Cash)TA*CON -3.516E-5 .000 -.190- -.952- .342

a. Dependent Variable: Ret

(i)_é.i_dd_‘

Model Summaryb

Model

R

R Square

Adjusted

Square

R

Std. Error of the Estimate

Durbin-Watson

1

.233%

.055

.044

.002107916356385

1.523

a. Predictors: (Constant), (Cash)TA*AUD, AUD, Cash(ETR)* -1

b. Dependent Variable: Ret

1y




ANOVA?

Model Sum of Squares Df Mean Square F Sig.
1 Regression .000 3 .000 4.959 .002°

Residual .001 258 .000

Total .001 261
a. Dependent Variable: Ret
b. Predictors: (Constant), (Cash)TA*AUD, AUD, Cash(ETR)* -1

Coefficients®
Standardized
Unstandardized Coefficients Coefficients

Model Std. Error Beta t Sig.
1 (Constant) .000 .000 -.541- .589

Cash(ETR)* -1 -.002- .001 -.176- -2.213- .028

AUD -.001- .000 -.119- -1.493- 137

(Cash)TA*AUD -.001- .001 -.090- -.920- .358
a. Dependent Variable: Ret

(uk ) 'é - : !
Model Summary”
Adjusted R
Model R R Square Square Std. Error of the Estimate | Durbin-Watson
1 .181° .033 .029 .004548630433350 1.330
a. Predictors: (Constant), Cash(ETR)* -1
b. Dependent Variable: FirmRISK
ANOVA?

Model Sum of Squares Df Mean Square F Sig.
1 Regression .000 1 .000 9.444 .002°

Residual .006 278 .000

Total .006 279

a. Dependent Variable: FirmRISK
b. Predictors: (Constant), Cash(ETR)* -1

1y




Coefficients?

Unstandardized Coefficients

Standardized

Coefficients

Model B Std. Error Beta t Sig.
1 (Constant) .022 .000 65.220 .000
Cash(ETR)* -1 .004 .001 181 3.073 .002
a. Dependent Variable: FirmRISK
(V) A2 ale

Model Summary”

Adjusted R
Model R R Square Square Std. Error of the Estimate | Durbin-Watson
1 .198% .039 .029 .004550046255060 1.328
a. Predictors: (Constant), (Cash)TA*CON, OW.Con, Cash(ETR)* -1
b. Dependent Variable: FirmRISK
ANOVA?
Model Sum of Squares Df Mean Square F Sig.
1 Regression .000 3 .000 3.755 .011°
Residual .006 276 .000
Total .006 279
a. Dependent Variable: FirmRISK
b. Predictors: (Constant), (Cash)TA*CON, OW.Con, Cash(ETR)* -1
Coefficients®
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .021 .001 21.043 .000
Cash(ETR)* -1 .000 .004 -.011- -.063- .949
OW.Con 1.919E-5 .000 .091 1.241 .216
(Cash)TA*CON 7.006E-5 .000 .215 1.169 .243

a. Dependent Variable: FirmRISK

¢
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Model Summaryb

Adjusted R
Model R R Square Square Std. Error of the Estimate | Durbin-Watson
1 .280°% .078 .068 .004456641483353 1.402
a. Predictors: (Constant), (Cash)TA*AUD, Cash(ETR)* -1, AUD
b. Dependent Variable: FirmRISK
ANOVA?
Model Sum of Squares Df Mean Square F Sig.
1 Regression .000 3 .000 7.811 .000"
Residual .005 276 .000
Total .006 279
a. Dependent Variable: FirmRISK
b. Predictors: (Constant), (Cash)TA*AUD, Cash(ETR)* -1, AUD
Coefficients®
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .023 .000 55.861 .000
Cash(ETR)* -1 .005 .002 .225 3.021 .003
AUD -.003- .001 -.272- -3.590- .000
(Cash)TA*AUD -.004- .003 -.150- -1.624- .105
a. Dependent Variable: FirmRISK
() A8 3ale
Model Summaryb
Adjusted R
Model R R Square Square Std. Error of the Estimate | Durbin-Watson
1 .285% .081 .056 .002094434330742 1.587

a. Predictors: (Constant), Sales, AUD, Cash(ETR)* -1, W.C, OW.Con, LEV, Size

b. Dependent Variable: Ret

0




ANOVA®

Model Sum of Squares df Mean Square F Sig.

1 Regression .000 7 .000 3.200 .003°
Residual .001 254 .000
Total .001 261

a. Dependent Variable: Ret

b. Predictors: (Constant), Sales, AUD, Cash(ETR)* -1, W.C, OW.Con, LEV, Size

Coefficients®
Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta t Sig.

1 (Constant) -.003- .002 -1.837- .067
Cash(ETR)* -1 -.002- .001 -.213- -3.512- .001
OwW.Con 1.174E-5 .000 .120 1.862 .064
AUD -.001- .000 -.128- -1.733- .084
Size .000 .000 117 1.415 .158
LEV -.001- .001 -.064- -.930- .353
wW.C -1.200E-13 .000 -.107- -1.583- 115
Sales 8.585E-5 .000 .020 314 753

a. Dependent Variable: Ret

.~
(2] a8 gale
Model Summary”
Adjusted R
Model R R Square Square Std. Error of the Estimate | Durbin-Watson
1 4142 171 .150 .004256680771906 1.489

a. Predictors: (Constant), Sales, AUD, W.C, Cash(ETR)* -1, OW.Con, LEV, Size
b. Dependent Variable: FirmRISK

ANOVA?
T




Model Sum of Squares df Mean Square Sig.

1 Regression .001 7 .000 8.032 .000°
Residual .005 272 .000
Total .006 279

a. Dependent Variable: FirmRISK

b. Predictors: (Constant), Sales, AUD, W.C, Cash(ETR)* -1, OW.Con, LEV, Size

Coefficients®
Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta t Sig.

1 (Constant) .032 .004 8.982 .000
Cash(ETR)* -1 .003 .001 .136 2.425 .016
OW.Con 2.576E-5 .000 122 2.071 .039
AUD -.001- .001 -.148- -2.187- .030
Size -.001- .000 -.206- -2.756- .006
LEV .002 .001 .128 1.957 .051
W.C -4.367E-13 .000 -.180- -2.972- .003
Sales -.001- 001 -.135- -2.347- .020

a. Dependent Variable: FirmRISK

(\ ) ) Aéﬁ ( M
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Model Summary”
Adjusted R

Model R R Square Square Std. Error of the Estimate | Durbin-Watson

1 .136° .019 .015 .002776210310266 1.328

a. Predictors: (Constant), GAAP(ETR)* -1

b. Dependent Variable: Ret

ANOVA?

Model Sum of Squares Df Mean Square Sig.

1 Regression .000 1 .000 5.366 .021°
Residual .002 284 .000
Total .002 285

a. Dependent Variable: Ret
b. Predictors: (Constant), GAAP(ETR)* -1
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Coefficients?

Unstandardized Coefficients

Standardized

Coefficients

Model B Std. Error Beta t Sig.
1 (Constant) .000 .000 1.086 .278
GAAP(ETR)* -1 -.001- .001 -.136- -2.317- .021
a. Dependent Variable: Ret
It o~
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Model Summaryb
Adjusted R
Model R R Square Square Std. Error of the Estimate | Durbin-Watson
1 .128° .016 .013 .004726933937191 1.323
a. Predictors: (Constant), GAAP(ETR)* -1
b. Dependent Variable: FirmRISK
ANOVA?
Model Sum of Squares Df Mean Square F Sig.
1 Regression .000 1 .000 4.595 .033°
Residual .006 277 .000
Total .006 278
a. Dependent Variable: FirmRISK
b. Predictors: (Constant), GAAP(ETR)* -1
Coefficients®
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) .022 .000 62.063 .000
GAAP(ETR)* -1 .002 .001 .128 2.144 .033

a. Dependent Variable: FirmRISK
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