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A EREZ o]&HE o]Yoze yAdMAEA
cololo] @o] AHgHTh 18y Zimmerman(1983)
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11) Wilkie(1992)7} 8¢ AA 32233 WAz FAe g3 2ot
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A Rk 7195 de 7199 MAFYEE 42 PTROE# PTROE: 3 819 thga} 2& @740 Agdn.
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webx AAY Bz ddg e 2de Ads

PTROE; = PTROE; -
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Critical Review on Effective Tax Rate as the Index of
Tax Burden

Changwoo Lee*, Kyuan Jeon**
Abstract

Estimating tax burden is important in evaluating tax policy. Effective Tax Rate(ETR),
calculated as corporate income tax divided by income, has been used an index of tax
burden in previous studies where many alternative measures of both numerator and
denominator were used. The purpose of this study is to point out some possible problems
that may arise from using ETR’s from a theoretical perspective and provide related
empirical evidence thereof. We select 6 alternative ETR measures used in previous studies
and investigate both Pearson and Spearman Rank Order correlation coefficients using 290
sample firms’ 5-year annual financial data. Correlation coefficients are found to be low,
suggesting that there is little relationship among the proxy variables. We also divide the
sample firms into 10 groups by the size of ETR and examine whether the grouping is
robust regardless of which proxy variable is used. The results show that the grouping
changes depending on the proxy variable chosen by a researcher. The implication is that
most previous empirical studies are subject to this criticism since the results may be

different depending on which proxy measures are being employed in the study.

* Professor. College of Business Administration, Seoul National University
** Ph. D.. College of Business Administration, Seoul National University
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