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—— | Abstract

This study aims to verify the relevance between financial ratios and tax
avoidance, especially for entities that perform corporate social
responsibility activities (CSR). It also identified the impact of the entity's
financial ratios on tax hedges. The analysis results of this study are as
follows. First, it identified a decrease in tax hedges for entities that are
more active in CSR. This resulted in the same results for both Korean
and Chinese companies. Second, in relation to financial ratios, entities
with higher profitability, higher cash flows and higher sales growth rates
were more likely to participate in tax hedges. This study is significant in
that it has shown that the degree of performance of an entity's CSR and
certain financial ratios are influencing its tax avoidance propensity.
Through this, the tax authorities are expected to provide implications for
predicting tax-avoiding companies in the process of selecting companies
subject to tax investigation.
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