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The objectives of this study are three folds: 1. to study the firm-specific characteristics that affect
tax planning, focusing on the possible effects of controlling shareholder characteristics; 2. to study the
association between tax planning and firm value; and 3. to examine and compare the differences of tax
planning in different industry groups. For purpose of this study, tax planning is defined as the ability to
reduce tax expenses by: 1. reducing taxable income without reducing book income (i.e., book-tax
nonconforming tax planning), as measured by effective tax rate; and 2. reducing both book and taxable
incomes (i.e., book-tax conforming tax planning), as measured by tax-cash flow from operation ratio and
tax-asset ratio.

The results indicate that ownership structure is associated with differences in the tax planning
behavior. Family controlled firms have more book-tax conforming tax planning, consistent with the
argument that family firms are less likely to be subject to financial reporting. It is relatively easy to
communicate and exchange information within a family. Thus family firms have more incentives to engage
in tax planning that reduces reported income, resulting in a lower taxes amount. While foreign and
government controlled firms seem to reduce book-tax conforming tax planning. Since these firms are run by
professionals, the incentive compensation contract fixates on financial statement income, and the
assumption about management compensation implies that firms prefer higher reported :income.
Additionally, government-controlled firms may have some social and economically goals beyond that of
profitability, and hence firms are less concerned about tax planning.

Moreover, the firm’s characteristics related to the tax planning behaviors are size, capital
structure, capital intensity and profitability. The levels of tax planning among industry groups are
significant different. The highest tax planning level is agribusiness, food and beverage industry group.

In test of the association between tax planning and firm value, as measured by Tobin’s g, the
resulls suggest no association between tax planning and firm value, implying that tax planning is not related

to the core business operations. The market does not recognize the information about taxes.





