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Abstract 
We synthesizes the major factors and economic consequences of the tax avoidance 
research from the accounting, finance, and economics literature. We survey the evidence 
in four main areas: (1) the reasons firms avoid income taxes; (2) the micro-level 
influencing factors of tax avoidance; (3) the macro-level influencing factors of tax 
avoidance. (4) the economic consequences of the tax avoidance. Finally, we propose 
important directions for future research. 
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1. Why do Firms Avoid Taxes? 

1.1. Corporate Values View of Tax Avoidance 
Firm value view of tax avoidance argues that tax avoidance reduces cash corporate outflows, 
enabling wealth is transferred from the state to shareholders to increase enterprise value 
(Phllips, 2003; Wu Liansheng, 2009). The tax shield partly hedges itself against the negative 
impact of higher tax rates on corporate value (Doidge and Dyck,2015). Companies increase 
their cash sources through tax avoidance to prevent changes in the operating environment 
(Katz and Owen, 2013). Domestic scholars to analysis of the difference of state-owned and 
private enterprises from the nature of property rights. The study finds that, compared with 
state-owned enterprises, the enterprise aims to maximize the value of the company, and there 
is a conflict between the private shareholders and the government in tax distribution, so it is 
divided. Tax avoidance is more likely than in state-owned enterprises (Wang Yuetang et al., 
2010,2012).Enterprise tax avoidance is to increase endogenous financing to alleviate financing 
about. The bundle of research literature also provides supporting evidence for the corporate 
values of tax avoidance (Beck et al.,2013;Edwards et al.,2013;Cai and Liu, 2009; Liu Xing and Ye 
Kangtao, 2014; Wang Liangliang, 2016). 

1.2. Trade-offs View of Tax Avoidance 
Trade-off view of tax avoidance believes that tax avoidance is the right between marginal 
income and marginal cost the graduated arm of a steelyard. The trade-offs view of tax avoidance 
focuses most on the cost of tax avoidance, which depends on the enforcement of tax law by tax 
collection agencies. Desai et al.(2007) use Putin's election as president to measure the 
enhancement of tax enforcement in Russia and find that the degree of tax avoidance of Russian 
oil companies decreases after Putin's election as president. Fan Ziying and Tian Binbin (2013) 
use the natural experiment of China's 2002 income-tax sharing reform to measure the tax 
enforcement intensity and confirm that the weak enforcement of enterprise income tax by local 
taxation bureau resulted in a large range of corporate tax avoidance. 
The enterprise tax avoidance reduces the quality of accounting information. Tax avoidance 
leads to the disclosure of accounting information lower (Hope et al.,2013;BalaKrishnan et 
al.,2012;Blaylock et al.,2010;Dhahliwal et al.,2008).Information asymmetry causes hidden 
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costs that enterprises cannot price correctly(Balafoutas et al.,2015).Tax-related accruals 
become a means of surplus management (Gramham et al.,2012;Hanlon et al.,2012;Graham et 
al.,2009). Skinner(2008) studies the large Japanese banks and find that these large banks 
recognized $55 billion of deferred tax assets during the financial crisis. Without these assets, 
the financial status of the banks' financial statements will be changed to that the banks go 
bankrupt. Corporate tax avoidance increases the uncertainty of future earnings and reduces the 
sustainability of earnings (Weber, 2009; Hanlon, 2005; Lev and Nissim, 2004), tax avoidance 
may even trigger financial restatement (Badertscher et al.,2009;Graham et al.,2012). Tax 
avoidance weakens the quality of accounting information and leads to the increase of audit cost. 
Hanlon et al.(2012), Donohoe and Knechel (2014) find that auditors raise the audit fees to cover 
the audit effort level and audit risk.Goh et al.(2013) find that auditors will resign if they can not 
control audit risks caused by tax avoidance by client companies by making more audit efforts 
and increasing audit fees. 
Tax avoidance delivers negative information about corporate image and damages corporate 
reputation. The investigation of Graham et al.(2014), the market response study of Gallemore 
et al.(2014) and Chen et al.(2010) provide evidence for the reputation loss of tax avoidance by 
studying family enterprises. 

1.3. Agency View of Tax Avoidance  
Agency view of tax avoidance believes that complex and hidden tax avoidance activities distort 
incentives for management (Chen and Chu, 2005), reduce enterprise transparency, increase the 
degree of information asymmetry between enterprises and the external market(Desai and 
Dharmapala, 2009; Desai and Dharmapala, 2006; Desai et al.,2007;Slemrod,2004).Therefore, 
the agency view of tax avoidance believes that corporate tax avoidance may produce efficiency 
loss. Desai and Hines (2002) find negative reaction when American companies declare offshore 
company as a parent company. Hanlon and Slemrod (2009) research market reaction to news 
of corporate tax avoidance and find that the average share price fell by -1.04%, the effect is even 
more pronounced in consumer-led retailing, where consumers bear most of the tax burden. 
Frischmann et al.(2008) study market reaction to FIN48, market reaction to increased tax 
disclosure is positive.Kim et al.(2011) use the data of American companies from 1995 to 2008, 
and find that tax avoidance is related to the collapse of corporate stock prices. The underlying 
mechanism is that tax avoidance covered up rent-seeking by management and bad news 
resulting from it. Bad news gather to a certain extent and lead to the collapse of stock prices. 
Hanlon et al. (2015) find that the tax-saving cash flow can be use for invalid 
investments.Enterprise tax avoidance can lead to the decline of enterprise performance due to 
agency problems (Mironov, 2013). 

2.  Micro-level Influencing Factors of Enterprise Tax Avoidance 

The micro level of the enterprise mainly involves the operation and financial characteristics of 
the company (e.g. Klassen and Laplante, 2012; Martiniet al., 2012), executive personal tax 
avoidance preference (Chyz, 2013; Dyreng et al., 2010), executive compensation contract, 
senior executive background, et al. (such as Armstrong et al., 2012; Dyreng et al., 2010; Desai 
and Dharmapala, 2006; Wu Wenfeng et al.,2009), corporate governance, external audit, internal 
control, corporate social responsibility (such as Armstrong et al.,2015;Gallemore and 
Labro,2014;Brown and Drake,2014;Simone et al.,2015;Hoi et al.,2013;Chen and 
Yang,2015;McGuire et al.,2014;Badertscher et al.,2013;Chen et al.,2010;Desai et al.,2007), 
Ownership (Wang Yuetang et al., 2010,2012; Wu Liansheng, 2009), etc. 
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2.1. Operation and Financial Characteristics of Enterprises 
In terms of enterprise size, on the one hand, large companies receive wider public attention," 
Political costs" will lead to higher real tax rates (Zimmerman, 1983); but on the other hand, 
larger companies can use them even more. With many resources for tax planning and political 
lobbying, big companies have lower actual tax rates.Rego (2003) finds the overseas operating 
degree. Higher corporate income tax avoidance for subsidiaries in tax havens. In terms of asset 
properties, Derashid and Zhang (2003) find that capital density and real tax rates are negative, 
as the accelerated depreciation of long-term assets can reduce the tax burden Related; high 
capital density often means low inventory density, so inventory density is positive with the 
company's actual tax rate be interrelated. In terms of leverage level, for companies with interest 
as tax credit and high financial leverage, their actual tax rate is relative low; on the contrary, 
companies with higher actual tax rates tend to borrow debt. There may also be a positive 
correlation between international tax rates and financial leverage. But, conducting research 
into businesses sued for tax avoidance, no evidence points that the corporate leverage is not 
high, Graham and Tucher (2006) explain that companies can implement multiple tax avoidance 
transactions, so they do not rely on the debt tax shield. In terms of corporate earnings and losses, 
Dyreng and Lindsey (2009) consider the investment opportunities and profitability affect the 
tax burden of enterprises. 

2.2. Executive Compensation, Executive Political Background, and Executive 
Personal Tax Avoidance Preference 

Studies from the executive perspective more consistently suggest that the executives. It plays 
an important role in corporate tax avoidance. In executive compensation and tax avoidance 
research, Crocker and Slemrod(2005) take the compensation contract relationship between 
shareholders and corporate tax managers as the object of analysis and find that the 
compensation contract of corporate tax managers is clearly linked to the actual tax rate of the 
company. Armstrong et al.(2012) find that the higher the salary of the corporate tax executives, 
the lower the corporate tax expenditure. Desai and Dharmarpala(2006) find that increasing 
executive compensation can reduce the degree of corporate tax avoidance, and this effect is 
more obvious in companies with poor corporate governance. In terms of the research on the 
political background of executives and corporate tax avoidance, the political identity and 
political connection of the actual corporate controller executives can obtain more tax incentives 
for enterprises and reduce the tax burden (Kim and Zhang, 2014; Lee and Xu, 2013; Wu 
Wenfeng et al., 2009).In terms of executive personal tax avoidance preferences, Dyreng et 
al.(2010) Contrast and analyze senior executives by capturing their tenure experience. The 
change in tax avoidance before and after the employment, and the change in the company after 
the executive leaves, find that the company executives personally on tax avoidance decision-
making has a significant impact. Chyz (2013) has a similar finding that companies that prefer 
avoidance have higher tax avoidance. 

2.3. Corporate Governance, Internal Control, Corporate Social Responsibility 
Research literature is more consistent that corporate governance, internal ministry control and 
corporate social responsibility have an inhibitory effect on the problem of tax avoidance agency. 
In terms of corporate governance, the Chen et al.(2010), Desai and Dharmapalar (2009) find 
information digging for institutional investors. The governance effect produced by mining and 
analysis can inhibit the rent-seeking behavior associated with complex tax avoidance behavior, 
and the more the shareholding proportion of institutional investors. High companies, reducing 
tax spending by tax avoidance can increase corporate value. Chen Dong and Tang Jianxin (2013) 
for Chinese-listed companies. Studies also find that tax avoidance and reducing tax spending 
can increase corporate value. Armstrong et al.(2015) use quantile regression (quantiles 
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regression) to identify the tax avoidance degree that increases enterprise value and reduce 
enterprise price value of tax avoidance, they find that in the small 1-3 quantile, corporate 
governance pushed corporate tax avoidance higher, at this time, the company tax avoidance 
increases the value of the enterprise, and in the 7-9 quantile of tax avoidance, corporate 
governance suppresses the company tax avoidance process. The rise, at this time, the company 
tax avoidance is to reduce the enterprise value. Brown and Drake (2014) find in association 
with the directors of the low-rate company. 
The Link (network ties among low-tax firms) reduces the actual tax rate. 
In terms of the internal information environment of enterprises, researches find that a good 
internal information environment suppresses the cost of tax avoidance agent, so internal. 
Enterprises with good information environment of the Ministry have higher tax avoidance 
(Gallemore and Labro, 2014).In the external audit aspect, the Simone et al.(2015) find that 
theauditor-provided tax services help auditors deeply identify transactions and matters that 
have important effects on financial reporting. Beck and Lisowsky (2014) find that the tax audit 
affects the disclosure of corporate tax uncertainty information. Christensen et al.(2015) issue 
that the auditor who has expertise and knowledge can alleviate or eliminate surplus 
management implemented through tax programs. In terms of internal control, studies find that 
internal control supervises and suppresses high levels of tax avoidance (Chen and Yang, 2015; 
Li Wanfu and Chen Huili, 2012).In terms of other governance mechanisms, the Chyz et al.(2013) 
find that the supervision role of trade unions to reduce the degree of tax avoidance of 
enterprises. 

2.4. Ownership 
In terms of ownership structure, the separation of voting right and cash flow right on enterprise 
tax avoidance is not achieved conclusions. One view is that the separation of voting rights and 
cash flow rights reflects the proxy problem, so, the greater the separation of power voting rights 
and cash flow, the less corporate tax avoidance (McGuire et al.,2014).Another view holds that, 
among enterprises with concentrated gold flow rights, management has high risk aversion and 
less tax avoidance (Badertscher et al.,2013). 

2.5. Property of Equity 
The relationship between state-owned equity and the company's tax avoidance has not reached 
a consistent conclusion. One view is that state-owned enterprises have a social responsibility 
to pay more tax, and there is no conflict of interest between the government and the 
shareholders of state-owned enterprises. Therefore, state-owned enterprises avoid tax 
less(Chen Dong et al., 2016; Chan et al., 2013; Cao Shujun et al., 2009; Wu Liansheng, 2009; 
Zheng Hongxia and Han Mei Fang, 2008;), state-owned industries use less of debt tax shield and 
payroll tax shield for tax avoidance (Wang Yuetang et al., 2010,2012).The other view is that the 
natural political connection between SOE and the government is easier to bring preferential tax 
policies and loose tax collection and management, and SOEs have a lighter tax burden (Liu Jun 
and Liu Feng, 2014; Adhikari et al., 2006; Chen Xiao and Li Jing, 2001). 

3. Macro-level Influencing Factors of Enterprise Tax Avoidance 

The existing research on enterprise tax avoidance from macro factors mainly involves tax 
system, accounting standards, financial development and government enterprise relations, etc. 

3.1. Tax System 
There are many research perspectives on the tax system level. The main researches find tax 
collection and administration efficiency has governance function (Desai et al.,2007; Zeng Yamin 
and Zhang Junsheng,2009), improving the efficiency of tax collection and administration can 
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restrain corporate tax avoidance (Fan Ziying and Tian Binbin,2013). Klassen and Laplante,2012; 
Martini et al.,2012).Foreign subsidiaries of multinational companies prefer to be distributed in 
countries and regions with light share profits and taxes (Dyreng et al.,2015). Tax reform 
improves investment efficiency and enterprise value by reducing corporate tax burden and 
improving liquidity (Wan Hualin et al., 2012; Nie Huihua et al.,2009; Smart and Bird,2009). In 
countries that use the territorial tax system to avoid double taxation of international taxes, 
companies avoid tax evasion less, accumulate less cash, pay more dividends and buy back more 
(Arena and Kutner,2015; Atwood et al.,2012). 

3.2. Accounting Standards 
The greater the tax law deviates from accounting standards, the greater the company avoids 
tax avoidance (Chan et al.,2010). The reason why accruals use in enterprise income tax 
accounting is that accruals alleviate the time limit and matching problems of cash flow, and can 
reveal enterprise performance more.(Igor and Martin, 2014). 

3.3. Financial Development 
Developed credit information sharing system and high penetration degree of financial 
institutions reduce the tax avoidance process of enterprises degree (Beck et al., 2013), financial 
development has significantly improved the income tax payment level of enterprises (Liu Xing 
and Ye Kangtao, 2014). 

3.4. Relations between Government and Enterprise 
Rising political uncertainty will increase corporate uncertainty about future economic policy 
expectations, with companies increase in tax avoidance before political elections (Li et 
al.,2015).But in China researchers find that after new officials take office, local state-owned 
companies reduce tax avoidance to support the local fiscal revenue increase (Chen et al.,2015). 

3.5. International Tax Avoidance 
International tax avoidance research literature mostly takes European and American countries 
(enterprises) as the research object, with the existence of income transfer transaction, transfer 
pricing, income transfer degree.  
Extensive economics and accounting literature study income transfer under tax avoidance 
incentives (Dyreng and Markle, 2016;Huizinga and Laeven,2008;Klassen and Laplante,2012). 
The difference between division tax rate and profitability indirectly provides evidence for the 
existence of income transfer (Beuselinck et al.,2015;Shan and Stock,2006). Dyreng and Lindsey 
(2009), Markle and Shackelford (2012) find tax havens reduce the real tax rates for businesses. 
Desai et al.(2006) find that more international and more transactions between companies, the 
company operates more activities in tax havens. There are also some literature selection from 
foreign direct investment location selection for the existence of income transfer. Due to the 
different tax principles of foreign subsidiaries, multinational companies need to choose foreign 
direct when investing Investment Location (Clausing and Shaviro, 2011; Smart, 2011; Hines, 
1996), multinational company headquarters location (Voget, 2011), location of and functions 
of overseas subsidiaries (Barrios, et al., 2012), acquisition location (Feld et al.,2014). 
The literature of the trading income transfers find that enterprise through the internal market 
transactions to apply transfer cost, debt, investment income between countries or regions in 
different tax rates , including the indirect cost and R&D transferred to countries and regions of 
a high rate , income transferred to countries and regions of a low rate, achieving the goal of 
reducing tax expenditure case (eg. Beuselinc et al.,2015;Dharmapala and Riedel,2013;Klassen 
and Laplante,2012; Dischingera and Riedel,2011;Newberry and Dhahliwal,2011). For example, 
Klassen and Laplante (2012) find that US multinationals use overseas reinvestment to shift 
income from US companies to foreign companies with low tax rates. Martini et al.(2012) find 
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that multinational companies in the United States transfer income by changing the location of 
production. Multinational companies in the United States tend to shift their liabilities to regions 
with high tax rates (Desai et al.,2004). German multinationals borrow more debt in countries 
and regions with high tax rates (Mintz and Weichenrieder, 2005). As the United States imposes 
up to 35% corporate income tax on overseas subsidiary repatriation profits, high tax costs curb 
overseas subsidiaries. The company's profits remit back to its home country, and the huge 
retained cash flow use for ineffective mergers and acquisitions (Hanlon et al.,2015;Casselman 
andLahart,2011; Davidoff, 2011;Foley,et al.,2007).Due to the difficulty of data acquisition due 
to information asymmetry, transfer pricing is based on theoretical models (Pferffer et 
al.,2011;Baldenius and Reighelstein,2006).The degree of information asymmetry of the parties 
to the transfer transaction, the cost of the parent-subsidiary company, the market structure 
influences the choice of transfer pricing methods (Anthony and Govindarajan, 2007).In practice, 
more comparable public is adopted. The comparable price of the division serves as the 
reference standard (Simone, 2016; McKinley and Owsley, 2013). 
The research literature of the degree of income transfer mostly uses the methods of Hines and 
Rice (1994) and Huizinga and Laeven (2008) to measure the degree of income transfer. In 
addition, the Beuselinck et al.(2015) measure the income transfer process by using the 
differences in the profit indicators of the parent-subsidiary companies linear measure. In 
addition to national (regional) tax rate differences, financing constraints, reinvestment 
opportunities, international tax collection methods, surplus management, international 
accounting standards all affect the income transfer of multinational companies. Dyreng and 
Markle (2016) find when the US multinational companies find financing constraints ,they are 
less likely to transfer income overseas in order to support the financing needs of domestic 
enterprises through internal financing. If domestic enterprises have financing constraints, and 
the cost of the cash through external financing is high, and the income of overseas companies 
is transferred to domestic companies (Altshuler and Grubert, 2003).Klassen and Laplante 
(2012) and Markle (2016) find that companies that find better opportunities to reinvest abroad 
transferred more revenue. Simone(2016) studies the impact of IFRS adoption in non-
consolidated statements of subsidiaries of European multinational companies on income 
transfer, and find that the degree of income transfer increased after the adoption of IFRS in 
single statements of subsidiaries. Markle(2016) examine the influence of different tax systems 
on income transfer when profits of foreign subsidiaries were repatriated to their home 
countries, find that under the territorial jurisdiction principle, income transfer of multinational 
companies is more than that under the global tax principle. Dharmapala and Riedel(2013) 
studies European multinational corporations from 1995 to 2005. When the parent company of 
multinational corporations is hit by earnings, the tax profits of subsidiaries in low-tax areas 
would increase. Klassen and Laplante(2012) ,Markle(2016) find that companies with better 
foreign reinvestment opportunities have more income transfers. 

4. Economic Consequences of Enterprise Tax Avoidance 

4.1. Enterprise Value 
Bennedsen and Zeutne (2015) study the relationship between the establishment of tax havens 
and enterprise value, and found that tax avoidance behavior is positively correlated with 
enterprise value, and this relationship is more significant in enterprises with complex tax haven 
structure or poor corporate governance. Cai Hongbiao and Rao Pingui (2015)find that 
improving the institutional investor shareholding can effectively improve the level of corporate 
governance, alleviate the agency conflict and asymmetric information, to a certain extent, 
inhibit enterprise tax avoidance activities influence on the enterprise value. However, Lev and 
Nissim (2004) find in their study that when overly aggressive tax avoidance leads to large tax 



Volume 3 Issue 2, 2022 

DOI: 10.6981/FEM.202202_3(2).0044 

357 

Frontiers in Economics and Management 

ISSN: 2692-7608 

difference of enterprises, investors often require higher rate of return to compensate for risks. 
Therefore, corporate tax avoidance does not necessarily increase enterprise value. Li Lanyun 
et al. (2019) believe that corporate tax avoidance behavior is invert to enterprise value. In 
addition, by introducing moderating variables or investigating different environmental 
conditions, some scholars have found that tax avoidance behavior may have different effects on 
enterprise value under the action of different factors. Desai and Dharmapala(2009) find that 
the relationship between tax avoidance and enterprise value is affected by corporate 
governance level. When corporate governance is good, tax avoidance can increase enterprise 
value. Similarly, Lv Wei et al. (2011) find that information intermediaries on the relationship 
between tax and enterprise value has the adjustment can reveal information about this is 
because the motivation behind the behavior of tax avoidance and the nature, so as to ease the 
tax avoidance of market information Chen Dong and Tang Jianxin (2013) also find that, in higher 
institutional investor shareholding enterprise, tax avoidance behavior can increase enterprise 
value. According to the research of Wang Jing et al. (2014), corporate tax avoidance is positively 
correlated with corporate value in companies with high comprehensive governance level, while 
negatively correlated with corporate value in companies with low comprehensive governance 
level. Cheng Xiaoke et al. (2016) draw a research conclusion that the correlation between tax 
avoidance and enterprise value is significantly different in the loose and tight monetary policies. 
Cai Lei et al. (2017) tested the relationship between tax avoidance and enterprise value under 
the background of tax reform in 2008 and find that for companies with tax rate increase after 
tax reform, the degree of tax avoidance is negatively correlated with enterprise value, while the 
conclusion is opposite for companies with tax rate decrease. Wang Danzhou and Luo Manlu 
(2017) study that tax avoidance behavior can promote short-term corporate value, and no 
significant relationship with the enterprise value for a long time, but after the introduction of 
social responsibility, because of the social responsibility to reduce the risk of tax avoidance of 
the last, make tax avoidance and the enterprise long-term value has significant positive 
correlation. 

4.2. Accounting Information Quality 
Tang Jian-xin et al. (2013) points out, such as corporate tax avoidance often surplus control 
associated with the management, reduces the enterprise accounting information disclosure 
quality and surplus manipulation. Frank et al. (2009) find that the degree of corporate tax 
avoidance is significantly positively correlated with the radical degree of financial reporting 
behavior. Desai et al. (2005) revealed the phenomenon that the management takes advantage 
of the convenience brought by the reduction of enterprise information transparency to seek 
personal gains for themselves. Kim that the management takes advantage of the convenience 
brought by the reduction of corporate information transparency to seek personal gains. Kim et 
al. (2011) research found complex tax shelters is often accompanied by more complex 
organization structure of enterprise, and complex organization structure reduces the 
enterprise information transparency, which provide the opportunity for the management of 
opportunistic behavior, management may take advantage of this opportunity to seek more 
interests and contrary to the goal of maximizing the wealth of shareholders. Earnings 
management decisions of enterprises with the goal of maximizing shareholder wealth often 
need to balance earnings management benefits and earnings management costs (Shackelford 
and ShevlinFrank,2001), while income tax costs are an important cost of earnings management 
(Ye Kangtao and Liu Xing,2011), therefore, the tax burden of enterprises, especially the tax 
burden of corporate income tax, is an important economic factor affecting earnings 
management, while corporate tax avoidance is a management activity that affects the actual tax 
burden of enterprises, so corporate tax avoidance will affect earnings management behavior of 
enterprises to a certain extent Section, as a result of different enterprises tax avoidance tax 
incentives for earnings management, there may be differences mainly have the following two 
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aspects: one is the tax cause of differences in accounting research, Wang Jinhong (2014) makes 
use of the institutional differences between China's accounting standards for enterprises and 
the corporate income tax law to analyze the common earnings management behaviors of listed 
companies in China, which are motivated by tax avoidance due to accounting differences. 
Accounting differences are caused by both institutional factors and corporate tax avoidance 
motivations, Ye Kangtao (2006) by investigating the relationship between earnings 
management and accounting differences confirms accounting differences is positive correlation 
with earnings management, especially the high taxes group those tax burden heavier. listed 
companies often manipulate the taxable profit and loss to circumvent the surplus management 
of income tax cost of the project, but this characteristic Not so much in companies that enjoy 
income tax benefits; Surplus management and income taxes in lower earnings management of 
income tax cost complementary effect, Hu Ting (2010) examines the relationship between 
earnings management and income taxes, the study find that the company manage the surplus 
will be to balance of tax cost and financial reporting, so by manipulating the taxable projects to 
avoid surplus management income tax cost motivation. Phillips, Pincus and Rego(2003) study 
the four relationships between earnings management and profit and loss of non-taxable items 
from the perspective of deferred tax and find that the level of deferred tax expense can be used 
as a reference to identify earnings management behavior of a company. This is mainly due to 
the enterprise earnings management behavior will lead to profits and losses of the current 
period of taxable projects rise, but not taxable items of the profit and loss of timing differences 
will lead to the increase of the deferred tax, so deferred tax index can effectively identify 
company is smooth or avoid losses for surplus project of earnings management behavior; The 
other is the motivation of tax avoidance in terms of tax rate changes. Under the background of 
income tax reform in 2008 in China , Wang Yuetang et al. (2009) find that in order to reduce the 
taxable income of the current period, the management may delay the taxable income of the 
current period or increase the taxable expense of the current period More importantly, the 
market can not only identify the impact of tax rate changes on corporate value, but also give 
positive reaction to companies that successfully avoid tax. Investors will also affirm earnings 
management behavior of corporate tax avoidance. Li Zengfu et al. (2010) explore whether 
Chinese listed companies would avoid taxes by means of real earnings management and find 
that enterprises with expected tax rate reduction will indeed defer earnings by means of accrual 
earnings management. Companies after the reform of the annual income tax system are used 
as research samples to investigate the earnings management behavior of listed companies 
motivated by tax avoidance after the reduction of the corporate income tax rate, and study the 
similarities and differences of this behavior with different property rights systems. The 
research finds that the earnings management behavior of companies with the reduction of the 
corporate income tax rate is more significant from the perspective of property rights, it finds 
that compared with state-owned enterprises, non-state-owned enterprises have a greater 
degree of earnings management of profit delay. 

5. Summary and Thoughts for Future Research 

International tax avoidance research literature mostly focuses on European and American 
multinational corporations. The existing research literature on Corporate tax avoidance in 
China lacks the analysis of its impact on international tax system and international tax 
avoidance. In the process of going global, Chinese enterprises set up special purpose entities as 
holding platforms in overseas low-tax areas for cross-border investment, overseas transactions 
and overseas listing. On the one hand, they can transfer their domestic profits abroad 
unreasonably through related party transactions and other ways to escape China's tax 
supervision. On the other hand, they can enjoy many preferential tax policies in China through 
the identification of Chinese-controlled resident enterprises. The tax reform, on the one hand, 
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reduce the legal enterprise income tax rate, attracting Chinese capital and profit transfer, on 
the other hand, the us tax system reform of the international tax credits to duty-free, decrease 
the cost of Chinese enterprises and reinvestment income transfer Chinese enterprises to the 
international tax avoidance strategy and architecture should be affected by the investment 
effect of the tax reform. The study of Chinese corporate tax avoidance from the perspective of 
international tax avoidance not only enrichis and expands the research literature on Chinese 
corporate tax avoidance, but also makes incremental contributions to the existing international 
tax avoidance literature which mainly focuses on European and American multinationals. 

References 

[1] Armstrong, C.S., J.L. Blouin, A.D. Jagolinzer, and D.F. Larcker . Corporate Governance,Incentives and 
Tax Avoidance, Journal of Accounting and Economics, vol. 66 (2015),1-17. 

[2] Anthony, J., H. Firm R&D, Innovation and Easing Financial Constraints in China:Does Corporate Tax 
Reform Matter?, Research Policy, vol. 7 (2016), 1-12. 

[3] Atanassov, J., and X. Liu. Corporate Income Taxes, Nancial Constraints and Innovation, NBER 
Working Paper,2016. 

[4] Beuselinck, C., Deloof, M. and A. Vanstraelen. Cross-jurisdictional Income Shifting and Tax 
Enforcement: Evidence from Public versus Private Multinationals. Review of Accounting Studies, 
vol. 20 (2015), 710-746. 

[5] Balafoutas, L., A. Beck, R. Kerschbamer, and M. Sutter. The Hidden Costs of Tax Evasion: 
Collaborative Tax Evasion in Markets for Expert Services, Journal of Public Economics, vol. 129 
(2015), 14-25. 

[6] Cai, H., and Q. Liu. Competition and Corporate Tax Avoidance: Evidence from Chinese Industrial 
Firms, Economic Journal, vol. 119 (2009), 764-795. 

[7] Chan, K. H., K.Z. Lin, and Phyllis, L.L. Mo, . Will a Departure from Tax-based Accounting Encourage 
Tax Noncompliance? Archival Evidence from a Transition Economy, Journal of Accounting and 
Economics, vol. 50 (2010) , 58-73. 

[8] Desai, M., A. Dyck, and L.Zingales. Theft and Taxes, Journal of Financial Economics, vol. 84 (2007), 
591-623. 

[9] Dharmapala, D., and Riedel, N. Earnings Shocks and Tax-motivated Income-Shifting: Evidence from 
European Multinationals. Journal of Public Economics ,vol. 97 (2013), 95-107. 

[10] Dyreng, S., M. Hanlon, and E. Maydew. The Effects of Executives on Corporate Tax Avoidance, The 
Accounting Review, Vol.85(2010), 1163-1189. 

[11] Dyreng,S.D., and Markle, K.S. The Effect of Financial Constraints on Income Shifting by U.S. 
Multinationals. The Accounting Review, vol.91 (2016),1601-1629. 

[12] Edwards, A., C. M. Schwab, and T. J. Shevlin. Financial Constraints and Cash Tax Savings, The 
Accounting Review, vol.91 (2016),859-881. 

[13] Erickson, M.M., Heitzman, S. M., and Zhang, X.F. Tax-Motivated Loss Shifting. The Accounting Review, 
vol. 88 (2013),1657-1682. 

[14] Graham. J.R., J.S. Raedy, and D.A. Shackelford. Research in Accounting for Income Taxes, Journal of 
Accounting and Economics , vol. 53 (2012), 412-434. 

[15] Hanlon, M., and S. Heitzman . A Review of Tax Research, Journal of Accounting and Economics, vol. 
50 (2010), 127-178. 

[16] Hanlon, M., R. Lester, and Verdi R. The Effect of Repatriation Tax Costs on U.S. Multinational 
Investment. Journal of Financial Economics, vol. 116 (2015), 179-196. 

[17] Heider, F., and Ljungqvist, A. As Certain as debt and Taxes: Estimating the Tax Sensitivity of 
Leverage from State Tax Changes. Journal of Financial Economics,vol. 118 (2015) , 684-712. 

[18] Klassen, K. J.,and S. K. Laplante. Are U.S. Multinational Corporations Becoming More Aggressive 
Income Shifters? Journal of Accounting Research, vol. 50 (2012), 1245-1285. 



Volume 3 Issue 2, 2022 

DOI: 10.6981/FEM.202202_3(2).0044 

360 

Frontiers in Economics and Management 

ISSN: 2692-7608 

[19] Koethenbuerger,M., and Stimmelmayr, M. Taxing Mmultinationals in the Presence of Internal 
Capital Markets. Journal of Public Economics, vol. 138 (2016), 58-71. 

[20] Markle,K.A Comparison of the Tax-Motivated Income Shifting of Multinationals in Territorial and 
Worldwide Countries. Contemporary Accounting Research, vol. 33(2016),7-43. 

[21] Law,K.F. and L. F. Mills. Taxes and Financial Constraints: Evidence from Linguistic Cues, Journal of 
Accounting Research, vol. 53 (2015) ,777-819. 

[22] Lins, K. V., H. Servaes, and P. Tufano. What Drives Corporate Liquidity? An International Survey of 
Cash Holdings and Lines of Credit. Journal of financial economics, vol. 98 (2010), 160-176. 

[23] Martini, J. T., R. Niemann, and D. Simons. Transfer Pricing or Formula Apportionment? Tax-Induced 
Distortions of Multinationals’ Investment and Production Decisions. Contemporary Accounting 
Research, vol. 29 (2012), 1060-1086. 

[24] McGuire, S. T., Dechun, Wang and R. J. Wilson. Dual Class Ownership and Tax Avoidance. The 
Accounting Review, vol. 89 (2014), 1487-1516. 

[25] Mukherjee, A., M. Singh, and A. Zaldokas. Do Corporate Taxes Hinder Innovation?NBER Working 
Paper,2016. 

[26] Shackelford, D., Shevlin, T. Empirical Tax Research in Accounting. Journal of Accounting and 
Economics, vol. 31 (2001), 321-387. 

[27] Shevlin, T., Tang Tanya Y. H., and Wilson, R. J.Domestic Income Shifting by Chinese Listed Firms”. 
Journal of American Taxation Association, vol. 34 (2012),1-29. 

[28] Simone, L. D.Does a common set of accounting standards affect tax-motivated income shifting for 
multinational firms?. Journal of Accounting and Economics,vol. 61 (2016), 145-165. 

 
 


