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1. Introduction
Tax planning can be defined as legal, strategic

activities to get tax benefit that is expected to create
value-adding for firms. The objective of tax plan-
ning is to optimize taxes rather than minimize them.
In other words, there must be a balance between
benefits and costs. Karayan and Swenson (2007)
suggest using the SAVANT framework to generate
tax savings and balance the benefits with tax plan-
ning costs. SAVANT is an acronym for Strategy,
Anticipation, Value-Adding, Negotiating, and
Transforming. SAVANT works this way: adding
maximum value to each tax transaction, anticipating
tax impacts, considering the tax impacts to negotiate
the most advantageous arrangement, and transform-

ing the tax treatment of items to the most favorable
status. Moreover, it helps practitioners how to make
tax planning fit into business decisions.

In financial management, tax planning is one of
the most crucial decision-making because of the
firm's responsibility to pay enough taxes on time.
That do, not only payments affect an organization's
cash flow, but they directly have an impact on prof-
its. From owners' perspective, expert financial man-
agers generally seek to manage taxes on every sig-
nificant transaction, based on economic policy and
tax law, to maximize shareholder value. Previous
studies reveal the practical benefits of tax planning.
For example, Mills et al. (1998) give proof of large
US firms deferring tax payments 1 USD to save 4
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This paper examines the effect of tax planning on the company value of listed companies in Vietnam,
especially we investigate the difference in research results on this relationship between state-owned
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USD, or according to Wilson (2009), 1 USD fees
paid relating to tax shelters can save 12 USD in tax
expenses.

There are many prior studies on the impact of tax
planning on firm value. However, their results are
not consistent, consisting of tax planning positive-
ly/negatively affects firm value or tax planning does
not impact firm value. In other words, tax planning
in different contexts impacts or does not impact firm
value; significantly, more studies need to extend our
understanding of whether and in what context tax
planning is valuable (Wilde and Wilson, 2018).
Moreover, the underlying theory is widely available
to test hypotheses. Related studies are almost based
on the agency theory to explain the value of tax
planning. However, this traditional agency theory
can not clarify when the tax planning of this kind of
firm is more beneficial than that of others. Thus,
there needs to combine it with different theories due
to the research context. In our study, we suggest the
political power/cost theory.

By matching the agency theory and the political
power/cost theory, our study is expected to expand
empirical research on the impact of tax planning on
firm value from the case of Vietnamese non-finan-
cial listed firms. We advocate that the tax planning
of Vietnamese non-financial listed companies adds
value and is more beneficial if state-controlled
shareholders have the political power. Accordingly,
the authors believe that the findings will be the reli-
able empirical evidence for financial managers and
the Government to adjust their decisions.

Besides the introduction, the remainder of this
paper is arranged as follows. In Section 2, the
authors present the theoretical framework and
empirical literature reviews. Section 3 presents the
research model and methodology. The research
results and the discussions are listed in the 4th sec-
tion. What is more, the conclusions and the recom-
mendations are presented in the last section.

2. Theoretical framework and empirical liter-
ature reviews

2.1. Theoretical framework
Agency theory is based on the separation of

owners and managers to suggest this problem
(Jensen and Meckling, 1976). The authors also pro-
pose that firm managerial, organizational, and capi-

tal structure can all generate agency problems. In
prior tax research, these are also used to measure
agency costs. However, there is no consensus on the
findings. Wilde and Wilson (2018) contend that
each set has unique agency issues. 

Based on the agency theory, if financial man-
agers' tax decisions are optimal from the sharehold-
ers' perspective, there is a positive relationship
between tax planning and firm value. Managers may
act on shareholders' interests to get higher salaries,
promotions, and property. As a result, tax planning
achieves the ultimate goal of reducing taxes relative
to pretax income to create value-adding to the firm.
Conversely, managers make decisions not optimal
from the shareholders' perspective, thus cost for
firms. Besides the compensation mechanism, Jensen
and Meckling (1976) suggest that ownership and
capital structure can generate agency costs besides
the compensation mechanism. Therefore, control-
ling ownership and capital characteristics can exac-
erbate agency conflicts and negatively affect tax
decisions and, ultimately, firm value. 

The political cost theory, first started by Aichian
and Kessel (1962), assumes that more prominent
size and better performance companies incur higher
effective tax rates. In other words, political costs
are, for example, corporate tax expenses and com-
pliance costs as well. Thus, firm size controls the
relationship between tax planning and firm value
negatively. Besides, Watts and Zimmerman (1978)
suggest that the larger the firm's size is, the more
governmental intervention costs rise. Jensen and
Meckling (1978) also support this conclusion own-
ing to larger firms' more visibility.

On the contrary, the political power theory posi-
tively advocates for the association between tax
planning and firm value. Companies have size
strengths to reduce the effective tax rate to add value
for firms (Siegfried, 1972). Thus, the two opposite
theories of politics imply that there are political con-
nections between government and firms. In transi-
tion economies, state ownership is a proxy of the
government's power over managers' tax decisions
(Nguyen and Phan, 2017; Ying et al., 2017).
Moreover, Wu et al. (2012) find that the former
holds for privately-owned firms, while the latter has
for state-controlled firms.
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Our research examines the positive relationship
between tax planning and firm value in response to
the above. Based on the agency and political power
theories, corporate internal characteristics control
variables include firm size, financial leverage, state
ownership, and capital intensive. This paper postu-
lates that state ownership and capital intensive
reflect a firm's political power, corporate gover-
nance, and asset mix. In the context of Vietnam,
after 35 years of renovation, we conceive that the
value of a firm's tax planning differs among firms
depending on state-controlled ownership or not.

2.2. Empirical literature reviews
There is so far no consensus about the effect of

tax planning on firm value, including positive, neg-
ative or non-significant effects. Desai and
Dharmapala (2009) firstly investigated the relation-
ship between tax avoidance and firm value. They
find the overall impact of tax planning on United
States firm value is insignificant, but agency cost
can reduce in the sample of well-governed firms.
Following the research of Desai and Dharmapala,
some papers also conclude that the findings of tax
planning does not impact firm value (Akbari et al.,
2018; Olajide, 2017; Salawu et al., 2017). 

Other studies corroborate that there is a positive
association between tax planning and firm value
depending on different research setting. Ji and Shan
(2018) support that well-governed firms can raise
the firm value by decreasing the charged agency
costs created by tax benefits. In another perspective
of investigating the differences in corporate tax rates
over nations impact United States multinational
firms' value, Bryant-Kutcher et al. (2012) reveal a
positive relationship between tax planning and firm
value. In an international perspective, Tang (2017)
investigates the value-enhancing of tax avoidance
from 46 countries during the period 2001-2010 and
reveal this relation is only more value adding in
developed countries. Khaoula et al. (2015) also find
that tax planning contributes to increasing the value
of the EURONEXT 100 companies. Besides, the
authors point out internal firm characteristics con-
trol the relationship, including financial leverage,
firm size, dividend, and earnings management. 

In contrast, tax planning mitigates firm value
(Chen et al., 2014; Wahab and Holland, 2012). On

average, the results align with the agency cost theo-
ry, the conflict of interest in tax decisions reduces
firm value. Appolos and Jerry (2016) find a negative
association between tax planning and firm value of
Nigerian comsumer goods industrial sector, howev-
er, it is not sufficiently strong enough to explain the
variation in the company’s value.

Overall, tax planning can explain how it affects
firm value. The results are so far inconclusive
because of the difference in tax policy among coun-
tries. Moreover, Wilde and Wilson (2018) contend
there needs more underlying theory to test hypothe-
ses. In the context of Vietnam, research advocated
on this topic is very little. Nguyen et al. (2020) is the
first research to investigate the relation between tax
avoidance and firm performance. The authors con-
tend that agency theory on principal and agency
conflict leads to the different effects of tax avoid-
ance on firm performance by arranging complex
transactions to avoid tax or pursuing managers'
interests. The findings are mixed because of the dif-
ference in tax avoidance and firm performance
measure. However, we find that tax avoidance
(proxy by current/cash effective tax rate) and firm
performance (representative by Tobin's Q) is more
consistent with each other. Besides, the authors do
not consider the governance mechanism, especially
the ownership structure, as the main shareholder in
the government's case. 

The conflicts between the blockholders and
minority shareholders over the control of resources
exacerbate when the government is the prominent
owner (Dharwadkar et al., 2000). Thus, govern-
ment-owned firms might look for profit maximiza-
tion by minimizing tax costs and pursuing tax avoid-
ance and vice versa. In the context of an emerging
country like Vietnam, because of the government's
power over managers' decisions, we expect tax plan-
ning creates value-adding for firms, and the tax
planning of state-controlled companies creates more
value-adding than that of non-state-controlled ones. 

3. Research Model and Methodology
3.1. Research model
As mentioned in Section 2 above, prior studies

on taxes and the firm's value presumed a linear asso-
ciation between tax planning and firm value, typi-
cally the research of Bryant-Kutcher et al. (2012),
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Khaoula et al. (2015), Nguyen and Phan (2017).
Accordingly, the tax planning (measured by
Generally Accepted Accounting Principles effective
tax rate - GAAP ETR) is expected to positively
impact the value of Vietnamese listed firms (mea-
sured by Tobin's Q). We state the first hypothesis as
follows:

H1: Tax planning creates value-adding for
Vietnam's non-financial listed companies.

In the context of Vietnam, after 35 years
Revolution of "Doi Moi" the Vietnamese govern-
ment still takes a vital role in the economy and state-
owned enterprises. Our data of 513 non-financial
listed companies from 2015 to 2019 reveals that
state ownership has an average of 25.28%, and the
number of state-owned enterprises is 149 which
state owns 50% or more of equities. State owner-
ship, especially controlling shareholders, can direct-
ly affect tax decisions and, finally, the firm value. As
a result, the second hypothesis states as follows:

H2: Tax planning of SOEs creates more value-
adding than non-SOEs'.

The research model of this paper includes firm
value (FV) as the dependent variable, and tax plan-
ning (TP) as the independent variable. In addition,
the model also has control variables, including state
ownership (SOWN), capital intensive (CAPINT),
financial leverage (LEV) and firm size (SIZE).
Thus, as i is used to index firms and t to index year,
the regression model is formulated as the following:

FVi,t = β0 + β1 * TPi,t + β2 * SOWNi,t + β3 *
CAPINTi,t + β4 * LEVi,t + β5 * SIZEi,t + εi,t

where β0 is the constant (intercept); β1, β2, β3,
β4, β5 are the coefficients; ε is the error term.

Table 1 below shows the measurement of vari-
ables and their expected signs when we construct
the model to investigate the effect of tax planning on
Vietnamese listed firm value.

3.2. Data and Methodology
To have the research sample, the authors used

the purposive sampling method to select 513 non-
financial firms in the period 2015-2019 with the fol-
lowing criteria: (i) The stocks of companies are still
listed on the stock exchange by the end of the year
2019, (ii) These companies provided sufficient
financial statements from 2015 to 2019, and (iii) All
financial statements are assessed by the independent

auditors for authenticity in all material respects. All
the companies in the financial sector are excluded
because of its accounting and tax specificities.
Moreover, Circular No. 200/2014/TT-BTC promul-
gates accounting policies applying to non-financial
firms from 2015. The research data are collected
from audited financial statements and other statisti-
cal documents which are supplied by FiinGroup
Joint Stock Company (Vietnam).

Our research data are structured as balanced
panel data with a total of 2565 observations, and we
use the EViews 10.0 for working with it. We use
Pooled Ordinary Least Squares (Pooled OLS),
Fixed-effect model (FEM), and Random-effect
model (REM). The outcomes of the multivariate
regression analysis are then tested using the
Redundant fixed-effects test (H0: accept Pooled
OLS, H1: accept FEM), Lagrange multiplier test
(H0: accept POLS, H1: accept REM), and Hausman
test (H0: accept REM, H1: accept FEM) to identify
the most appropriate model. We then have continued
to check the autocorrelation, the strong multi-
collinearity, and the heteroskedasticity. If they are
confirmed, we will fix them by using Generalized
least squares (GLS) regression.

Above all, we also use purposive sampling for
content analysis. Thus, we divide the entire sample
into state-owned enterprises (SOEs) and non-state-
owned enterprises (non-SOEs). The former, called
group 1, consists of firms with 50% of shares and
over, while group 2 has less than 50%. These regres-
sion outputs help us know which tax planning is
more valuable, SOEs' or non-SOEs'.

4. Research Results and Discussions
4.1. Descriptive Statistics
Table 2 provides the descriptive statistics of our

research variables from 2015 to 2019. The value of
FV fluctuates from the minimum of 0.0813 to the
maximum of 7.8426 and has a mean of 1.0421. Thus,
FV is low on the average within the sample firms.
The standard deviation of FV is 0.6159, which is
lower than 1.148 in China (Chen et al., 2014), 0.849
in EURONEXT 100 firms (Khaoula et al., 2015) and
2.313 in the US (Desai and Dharma, 2009). TP aver-
ages 20.04%, thus, it is not much larger than statuto-
ry tax rate at 20% from 2016 to 2019; the combina-
tion of the standard deviation and the mean indicates
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that the TP data are normally distributed. Gennerally,
TP is lower than 25.695% in EURONEXT 100 firms
(Khaoula et al., 2015), 34.4% in the US (Bryant-
Kutcher et al., 2012). Besides, Table 2 also shows
that firms within the sample are variable in SOWN,
CAPINT, LEV, and SIZE.

4.2. Correlation Matrix and Variance Inflation
Factor

Table 3 describes the correlation coefficients
between the different variables and the variance

inflation factors (VIFs). In line with our hypothesis,
GAAP ETR (a proxy for TP) negatively correlates
with Tobin's Q (a representative for FV) at a signif-
icant level of 10%. In other words, the firm value
rises when the effective tax rate decreases due to
effective tax planning. All control variables imply

the predicted relation with FV, and all VIFs do not
exceed ten. There is no severe multicollinearity in
the model (Hair et al., 2006; Neter et al., 1996).

111
!

Journal of Trade Science 

JOURNAL OF
TRADE SCIENCE

ISSN 1859-3666             
TMU’SS JTSJTS©

Table 1: Variable measurements and expected signs

Source: Summary of the authors

Table 2: Descriptive statistics

Source: Authors' calculation
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4.3. Regression Analysis
Firstly, we run Pooled OLS regression. Then

FEM is used, and the Redundant Fixed Effect Test
shows that FEM is more suitable than Pooled OLS.
Finally, we chose FEM because of the Hausman
test's results. Based on FEM regression outputs,
there is a negative associa-
tion between the proxy of
TP and FV. In more detail,
the firm value increases
when the effective tax rate
decreases due to good tax
planning. However, signifi-
cance is inadequate, while
all control variables are sta-
tistically significant at 1%. 

Table 4 shows that FEM
is used to explain the effect
of tax planning on firm
value. FEM regression
results only indicate indi-
vidual differences; thus,
autocorrelation is consid-
ered zero (Hair et al., 2006).
Consequently, we only
examine heteroskedasticity
error. 

This paper used Wald
Test in the fixed-effect
regression model, which is

shown in Table 5. Accordingly, the probability value
is below 5%, which shows that heteroskedasticity
exists in the model (Greene, 2018). Thus, the GLS
regression is used to correct this error to ensure the
robustness of the estimation results (Baltagi, 2008;
Gujarati, 2008).
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Table 3: Correlation matrix and Variance inflation factors

Notes: ***, ** and * indicate significance at 1%, 5% and 10%, respectively.
Source: Authors' calculation

Table 4: Regression Outputs of Pooled OLS, FEM, and REM

Notes: Standard errors in parentheses; P-value of tests in square brackets;
*** indicate significance at 1%
Source: Authors' calculation



GLS regression outputs in Table 6 generally
reveal a negative impact of the effective tax rate on
Tobin's Q, a consistently positive relationship
between TP and FV. The direction of the effect of
tax planning on the firm value does not change
between groups 1 and 2. However, the tax planning
of SOEs has the greatest negative coefficient, and
non-SOEs is the smallest one.

Besides, SOWN, CAPINT, and SIZE of the
whole sample have a significantly positive effect on
firm value, while LEV has a negative impact on firm
value. Within group 1, SOWN changes into a nega-
tive effect on the firm value and has the smallest
coefficient compared to group 2's and the whole
sample's.

4.4. Discussions
A positive impact of tax planning on firm value
Regarding Vietnamese listed firms, the results

indicate that the effective tax rate negatively affects
Tobin's Q, or in other words, the tax planning has a
positive impact on the firm value. According to this

relationship, the company has a good tax planning
represented by the reduced effective tax rate, the
firm value will increase, and vice versa. Our finding
is in line with prior studies (Bryant-Kutcher et al.,
2012; Khaoula et al., 2015). Interestingly, the tax
planning of SOEs creates more value than non-
SOEs. In this case, SOEs have advantages of politi-
cal connection that benefit from tax concessions
(e.g., exempt, reduction, and deferral of taxes); thus,
an effective tax rate reduces and leads to an increase
in firm value. Therefore, the results support H1
about tax planning positively affects Vietnamese
listed firm value, and H2 about SOEs' tax planning
is more valuable than non-SOEs'.

According to financial view, corporate income
tax can have an impact on choices for financial deci-
sions and affect the goal of adding value to the com-
pany (Van Horne & Wachowicz, 2008). Therefore,
the positive effect of tax planning on firm value sup-
ports the SAVANT framework. When making deci-
sions on investment, financing, and asset manag-

ment, companies that benefit from tax policies will
have the opportunity to improve profits and cash
flow, thereby increasing company value. In other
words, a harmonious combination of tax planning
with financial decisions will create superior compa-
ny value.
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Table 5: Wald Test

Source: Authors' calculation 

Table 6: Empirical results of GLS

Notes: *, *** indicate significance at 10% and 1%, respectively;
Standard errors in parentheses
Source: Authors' calculation
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The impact of other variables on firm value
Generally, the entire sample and group 2 show

that the state ownership has a positive impact on firm
value. The lower the rate of state ownership is, the
lower the firm value is. On the contrary, the regres-
sion outputs of group 1 reveal that the state ownership
negatively affects firm value. In the case of state-con-
trolled ownership, government participation can lead
to inefficient investments, which are harmful to
SOEs. Put another way, the reduction in firm value is
larger when the state owns 50% of equity or more.
SOEs get more benefits from tax planning than firm
performance in general. This result is inconsistent
with Kubo and Phan (2019) about state ownership
from 2006 to 2010 positively affecting Vietnamese
listed firm value. According to The State Securities
Commission of Vietnam's Annual Report 2017 and
2018, the government has requested that SOEs
release their shares listed on the stock exchanges as
soon as possible to enhance the divestment process.
As a result, the stock prices of these SOEs rise before
the divestment and reduce after that.

Other control variables are consistent with previ-
ous studies. The capital intensive and the firm size
positively affect firm value. Thus, Vietnamese listed
firms should invest in tangible assets more and
enlarge their size to get the real benefits. In addition,
big-size companies have the advantage of the eco-
nomic scale; these companies can save costs, there-
by increasing profits and company value. Besides,
the financial leverage is harmful to firm value, this
finding indicated that firms use financial leverage
ineffectively, so the firm value will decrease if the
level of leverage increases. Our findings on the rela-
tion of the firm size and the financial leverage on
firm value align with prior studies done in the con-
text of Vietnam (Nguyen and Phan, 2017; Nguyen
and Dang, 2020). More importantly, SOEs have
greater financial leverage coefficients than non-
SOEs', but smaller capital intensive and firm size
coefficients. In other words, the capital structure of
SOEs is risker, and SOEs' asset management is not
as effective as non-SOEs'.

5. Conclusions and Recommendations
Our research implies that the effect of tax plan-

ning on firm value varies according to the political
context and state-controlled ownership. Combining

agency with political power issues into the analysis
of corporate tax planning leads to theoretical and
empirical conclusions that are substantially different
from those predicted by a model where state owner-
ship plays a moderating role in creating firm value.
Vu and Le (2021) find that state ownership in
Vietnamese listed firms negatively interacts with the
association between tax planning and firm value.
This research provides evidence of applying the
SAVANT framework in Vietnam. According to our
findings, all Strategies, Anticipation, Value-Adding,
Negotiating, and Transforming should concentrate
on financial decisions in the tax environment
because the government may change its objective
through adjusting tax policy. In other words, the
government may trade-off equity value for tax rev-
enue. Moreover, in the long run, the government can
sell out its equity. The article is expected to provide
useful information for firms’ financial managers to
make rational decisions in the tax environment. In
addition, this paper identifies the important question
relevant for judging the effectiveness of the corpo-
rate income tax policy and offers the specific evi-
dence in formulating this policy which is suitable to
the Goverment's aim.

In short, this paper provides an avenue for fur-
ther research to point out what particular tax strate-
gy affects firm value. Nevertheless, the research
sample does not include all firms listed in Vietnam.
It may be possible to identify differences in the
impact of tax planning on firm value among the
groups of firms with different firm ages, corporate
governance or foreign ownership, etc. Accordingly,
future papers can investigate these factors as moder-
ating variables.!
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Summary

Mục tiêu của bài viết là đánh giá tác động của kế
hoạch thuế đến giá trị doanh nghiệp cho trường hợp
các công ty niêm yết tại Việt Nam, đặc biệt nhóm tác
giả sẽ nghiên cứu sự khác biệt trong kết quả nghiên
cứu về mối quan hệ này giữa công ty có và không có
sở hữu kiểm soát bởi Nhà nước. Nhóm tác giả sử
dụng phương pháp chọn mẫu có mục đích, xác định
mẫu nghiên cứu gồm 513 công ty phi tài chính trong
giai đoạn 2015-2019. Dữ liệu thứ cấp được sử dụng
từ nguồn báo cáo tài chính đã kiểm toán và các tài
liệu thống kê khác của các công ty. Theo phương
pháp ước lượng GLS, kết quả nghiên cứu chỉ ra rằng
kế hoạch thuế tác động cùng chiều đến giá trị công
ty, và những công ty có sở hữu kiểm soát bởi Nhà

nước có thể tạo giá trị tăng thêm nhiều hơn trường
hợp không có sở hữu kiểm soát bởi Nhà nước.
Ngoài ra, sở hữu nhà nước, mức độ đầu tư vốn và
quy mô công ty là những biến kiểm soát có ảnh
hưởng cùng chiều đến giá trị công ty, nhưng yếu tố
đòn bẩy tài chính thì không. Kết quả nghiên cứu
hàm ý rằng các nhà quản lý tài chính nên áp dụng
mô hình SAVANT, theo đó chú trọng xem xét các
quyết định tài chính trong môi trường thuế nhằm tìm
kiếm cơ hội gia tăng lợi ích thuế và gia tăng giá trị
công ty.
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