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	Variables
	Measurement

	Dependent variable:

	Tunnelling (TUNNEL)
	The transfer out of the corporate's assets and profits for the benefit of controlling shareholders and inflicts losses on the minority shareholders.

	TUNNEL1
	The sum of account receivable + account prepayments held by related parties, scaled by total assets

	TUNNEL2
	The sum of account receivable + account prepayments – account payable – receivable in advance held by related parties, scaled by total assets

	TUNNEL3
	The sum of account receivable + account prepayments + other receivables held by related parties, scaled by total assets

	TUNNEL4
	The sum of account receivable + account prepayments + other receivables – account payable – receivable in advance – other payables held by related parties, scaled by total assets

	Independent variables

	Tax Avoidance (TAXAV)
	Measured by LongrunCETR. In addition, this study also uses CashETR and CurrentETR as alternatives. The lower the ETR value, the higher the tax avoidance.

	LongrunCETR
	The total of cash taxes paid throughout three years period divided by the total pretax income of the same period

	CashETR
	Cash taxes paid divided by pretax income.

	CurrentETR
	Current income tax expenses divided by pretax income.

	Outside Directors (OUTDIR)
	The percentage of outside directors compared to all directors of the firm

	TAXAV x OUTDIR
	This variable tests the moderation effect of outside directors on the tax avoidance-tunnelling relationship.

	Control variables

	Return on Asset (ROA)
	Firm's net income / total assets.

	Size (SIZE)
	Logarithmic form of the firm's total assets (Log total assets).

	Leverage (LEVER)
	Firm's total liabilities / total assets.

	Largest shareholders (LARGESHARE)
	The largest shareholders' percentage of ownership.

	Growth (GROWTH)
	The changes in the firm's revenue of the year compared to revenue of the last year, scaled by total assets.
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	Variables
	(TUNNEL1)
	(TUNNEL2)
	(TUNNEL3)
	(TUNNEL4)
	(LongrunCETR)
	(CashETR)
	(CurrentETR)

	TUNNEL1
	1.000
	
	
	
	
	
	

	TUNNEL2
	0.948***
	1.000
	
	
	
	
	

	TUNNEL3
	0.873***
	0.837***
	1.000
	
	
	
	

	TUNNEL4
	0.738***
	0.809***
	0.828***
	1.000
	
	
	

	LongrunCETR
	-0.052
	-0.053
	-0.052
	-0.015
	1.000
	
	

	CashETR
	-0.061
	-0.056
	-0.068
	-0.024
	0.941***
	1.000
	

	CurrentETR
	-0.014
	-0.012
	-0.014
	0.016
	0.530***
	0.648***
	1.000

	OUTDIR
	-0.189***
	-0.293***
	-0.154***
	-0.295***
	0.032
	0.037
	-0.015

	ROA
	0.109*
	0.053
	0.040
	0.017
	0.021
	0.016
	0.064

	LEVERAGE
	-0.125**
	-0.107*
	-0.049
	-0.108*
	-0.025
	-0.016
	-0.035

	LARGESHARE
	0.033
	-0.048
	0.029
	-0.073
	0.107*
	0.086
	0.007

	SIZE
	0.087
	0.070
	0.118**
	0.192***
	0.040
	0.007
	0.031

	GROWTH
	-0.037
	-0.034
	-0.024
	-0.017
	-0.017
	-0.012
	-0.017

	Variables
	(OUTDIR)
	(ROA)
	(LEVERAGE)
	(LARGESHARE)
	(SIZE)
	(GROWTH)
	

	OUTDIR
	1.000
	
	
	
	
	
	

	ROA
	0.070
	1.000
	
	
	
	
	

	LEVERAGE
	0.169***
	-0.279***
	1.000
	
	
	
	

	LARGESHARE
	0.177***
	0.145**
	-0.154***
	1.000
	
	
	

	SIZE
	-0.116**
	0.182***
	0.029
	0.204***
	1.000
	
	

	GROWTH
	0.030
	0.011
	0.019
	0.039
	-0.014
	1.000
	


*** p<0.01, ** p<0.05, * p<0.1
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This table shows the relationship between Tax Avoidance and Tunnelling as well as the moderation effect of Outside Directors on this relationship using alternative measurements. The dependent variables are TUNNEL1, TUNNEL2, TUNNEL3, and TUNNEL4. Independent variables are CashETR and CurrentETR as proxies for Tax Avoidance, OUTDIR, and interaction between Tax Avoidance proxies and OUTDIR. Robust t-statistics are presented in the brackets. ***, **, and * indicate significance level at 1%, 5%, and 10% respectively. A complete description of variables is presented in Appendix A.
	VARIABLES
	TUNNEL1
	TUNNEL2
	TUNNEL3
	TUNNEL4

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)

	
	
	
	
	
	
	
	
	

	CashETR
	-0.017***
	
	-0.017***
	
	-0.019***
	
	-0.024***
	

	
	[-4.007]
	
	[-3.535]
	
	[-3.617]
	
	[-2.758]
	

	CurrentETR
	
	-0.017**
	
	-0.016**
	
	-0.021**
	
	-0.019**

	
	
	[-2.256]
	
	[-2.146]
	
	[-2.315]
	
	[-1.972]

	OUTDIR
	-0.063***
	-0.061***
	-0.090***
	-0.087***
	-0.058**
	-0.057**
	-0.094***
	-0.086**

	
	[-3.014]
	[-2.863]
	[-3.789]
	[-3.598]
	[-2.213]
	[-2.153]
	[-2.843]
	[-2.546]

	c.CashETR#c.OUTDIR
	0.051***
	
	0.053***
	
	0.057***
	
	0.082***
	

	
	[3.975]
	
	[3.475]
	
	[3.783]
	
	[2.661]
	

	c.CurrentETR#c.OUTDIR
	
	0.060**
	
	0.055**
	
	0.076**
	
	0.077**

	
	
	[2.138]
	
	[2.054]
	
	[2.344]
	
	[2.132]

	ROA
	-0.011
	-0.011
	-0.023
	-0.023
	-0.022
	-0.022
	-0.030
	-0.031

	
	[-0.650]
	[-0.640]
	[-1.371]
	[-1.369]
	[-1.034]
	[-1.040]
	[-1.362]
	[-1.406]

	LEVERAGE
	-0.015***
	-0.015***
	-0.010**
	-0.010**
	-0.007
	-0.007
	-0.020**
	-0.020**

	
	[-2.869]
	[-2.889]
	[-1.982]
	[-1.993]
	[-0.793]
	[-0.796]
	[-2.145]
	[-2.114]

	LARGESHARE
	0.000**
	0.000*
	0.000
	0.000
	0.000**
	0.000*
	0.000
	0.000

	
	[2.009]
	[1.892]
	[1.302]
	[1.209]
	[1.970]
	[1.868]
	[0.776]
	[0.747]

	SIZE
	0.007*
	0.007*
	0.004
	0.004
	0.011**
	0.011**
	0.013**
	0.013**

	
	[1.693]
	[1.745]
	[1.099]
	[1.115]
	[2.171]
	[2.223]
	[2.356]
	[2.304]

	GROWTH
	-0.001
	-0.001
	-0.000
	-0.000
	-0.001
	-0.001
	-0.000
	-0.000

	
	[-1.309]
	[-1.155]
	[-0.701]
	[-0.538]
	[-1.145]
	[-1.031]
	[-0.097]
	[-0.001]

	Constant
	-0.013
	-0.015
	0.008
	0.007
	-0.036
	-0.037
	-0.050
	-0.051

	
	[-0.519]
	[-0.568]
	[0.332]
	[0.284]
	[-1.156]
	[-1.189]
	[-1.414]
	[-1.426]

	
	
	
	
	
	
	
	
	

	Observations
	305
	305
	305
	305
	305
	305
	305
	305

	R-squared
	0.369
	0.361
	0.377
	0.368
	0.270
	0.263
	0.358
	0.349

	Adjusted R-squared
	0.320
	0.311
	0.328
	0.319
	0.213
	0.206
	0.308
	0.298

	F test
	6.238
	5.643
	4.479
	3.768
	5.381
	4.591
	3.718
	3.617

	Prob>F
	0.0000
	0.0000
	0.0000
	0.0003
	0.0000
	0.0000
	0.0004
	0.0005

	Subind FE
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Year FE
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Robust
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES





