Journal of the Korea Academia-Industrial https://doi.org/10.5762/KAIS.2017.18.5.543

cooperation Society ISSN 1975-4701 / ¢ISSN 2288-4688
Vol. 18, No. 5 pp. 543-548, 2017

PN QAT I} AEH FAEE] &3}
2A)3)77be) BAR w]H)= 3

The Effect of Corporate Govemance
on Weighted Average Cost of Capital and Tax Avoidance
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Abstract This paper examines the effects of strong corporate governance for listed companies in accessing capital
markets from the point of view of the weighted average cost of capital. Results found that corporate governance had
a significant negative(-) relation to the weighted average cost of capital. This finding is consistent with previous
research and implies that the higher shareholder ownership and foreign ownership have confidence in the financial
information of the company, and therefore, risk is reduced for investors. This results in lower expected rates of return
and companies will pay a lower cost of capital. Second, tax evasion had a positive effect(+) on the weighted average
cost of capital. The low quality of corporate accounting information is expected to increase tax avoidance.
Accordingly, this results in increased risk. If the required rate of return is high in its impact,it leads to increased
capital costs. In addition, corporate governance and tax avoidance factors showed a negative affect (-) on the
weighted average cost of capital. Corporate governance plays an important role in tax avoidance and the weighted
average cost of capital, and strong corporate governance reducesthe impact on tax avoidance. In addition, the
weighted average cost of capital in capital markets showed the reducing effect.
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Large Ownership
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Table 1. is a regression analysis to test the hypothesis 1
variable expect. coeff. t
intercept 0.062 8.508%***

CS - -0.011 -3.296%**
FORE - -0.003 -1.707*
BETA + 0.041 27.274%%*
LEV - -0.019 -3.036**
SIZE - -0.109 -3.036%*
YD Yes

F 144.167***

adjusted 0.584
Sample 716
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Table 2. is a regression analysis to test the hypothesis 2.

variable expect. coeff. t
intercept 0,007 7.365%**
ETR + 0.004 8.787***
BETA + 0.001 -9.621%%*
LEV -0.163 -6.792%%*
SIZE -0.155 -1.974%*
YD Yes
F 193.484
adjusted 0.618%**
Sample 716
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Table 3. is a regression analysis to test the hypothesis 3.

variable expect. coeff. t
intercept 0.058 8.474%**
Cs -0.012 -3.898***
FORE -0.002 -1.664*
ETR -0.007 -9.960***
BETA + 0.042 29.143%**
LEV -0.018 -6.904%**
SIZE -0.077 -2.265%*
YD yes
F 156.041%**
adjusted 0.634
Sample 716
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