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Empirical research on relation between reputation cost and tax avoidance.
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To examine the trade-off between tax costs and non-tax costs, this study
focuses on reputation as one of the non-tax costs. It quantitatively investigates the situations
where the reputation accumulated by a company and the tax costs faced by the company are in a
trade-off. Specifically, while tax burden reduction actions decrease tax costs and increase the
company’ s post-tax cash flow, they may simultaneously damage the company’ s reputation. In this
study, brand equity is used as a proxy variable for corporate reputation, and various effective tax
rates are used as proxy variables for tax burden reduction actions. The results indicate that
companies with high brand equity tend to avoid tax burden reduction actions.
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