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Abstract

Do corporate tax avoidance activities advance shareholder interests? This paper tests alternative
theories of corporate tax avoidance using unexplained differences between income reported to capital
markets and to tax authorities. OLS estimates indicate that the effect of tax avoidance on firm value is
a function of firm governance, as predicted by an agency perspective on corporate tax avoidance.
Instrumental variables estimates based on exogenous changes in tax regulations yield larger overall
effects and reinforce the basic result, as do several robustness checks. The results suggest that the
simple view of corporate tax avoidance as a transfer of resources from the state to shareholders is
incomplete given the agency problems characterizing shareholder-manager relations.

This content is only available as a PDF.

Copyright by the President and Fellows of Harvard College and the Massachusetts Institute of Technology

You do not currently have access to this content.

Signin

Don't already have an account? Register

Client Account
Email address / Username

Password

Skip to Main Content

Sign In


javascript:;
https://doi.org/10.1162/rest.91.3.537
javascript:;
https://direct.mit.edu/journals/pages/rights-permissions
https://direct.mit.edu/my-account/register?siteId=1000065&returnUrl=https%3a%2f%2fdirect.mit.edu%2frest%2farticle-abstract%2f91%2f3%2f537%2f57787%2fCorporate-Tax-Avoidance-and-Firm-Value%3fredirectedFrom%3dfulltext
javascript:;
javascript:;
javascript:;
javascript:;

Reset password

Register

Sign in via your Institution

Sign in via your Institution

N Buy This Article

Email Alerts
Article Activity Alert

Latest Issue Alert

967 View Metrics

Latest Most Read Most Cited

Erratum: Is Murder Bad for Business? Evidence from
Colombia

Aid Fragmentation and Corruption
Public School Funding, School Quality, and Adult Crime

What's Missing in Environmental Self-Monitoring: Evidence
from Strategic Shutdowns of Pollution Monitors

Cited By

Skip to Main Content

Web of Science (613)

Google Scholar


javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
javascript:;
https://direct.mit.edu/rest/article/108/3/862/136771/Erratum-Is-Murder-Bad-for-Business-Evidence-from
https://direct.mit.edu/rest/article/108/3/681/120873/Aid-Fragmentation-and-Corruption
https://direct.mit.edu/rest/article/108/3/663/120877/Public-School-Funding-School-Quality-and-Adult
https://direct.mit.edu/rest/article/108/3/597/124130/What-s-Missing-in-Environmental-Self-Monitoring
https://www.webofscience.com/api/gateway?GWVersion=2&SrcApp=silverchair&SrcAuth=WosAPI&KeyUT=WOS:000268610400007&DestLinkType=CitingArticles&DestApp=WOS_CPL
http://scholar.google.com/scholar?q=link:https%3A%2F%2Fdirect.mit.edu%2Frest%2Farticle%2F91%2F3%2F537%2F57787
https://direct.mit.edu/my-account/reset-password
https://direct.mit.edu/my-account/register?siteId=1000065&returnUrl=https%3a%2f%2fdirect.mit.edu%2frest%2farticle-abstract%2f91%2f3%2f537%2f57787%2fCorporate-Tax-Avoidance-and-Firm-Value%3fredirectedFrom%3dfulltext
https://direct.mit.edu/institutional-login?returnUrl=https%3a%2f%2fdirect.mit.edu%2frest%2farticle-abstract%2f91%2f3%2f537%2f57787%2fCorporate-Tax-Avoidance-and-Firm-Value%3fredirectedFrom%3dfulltext
https://direct.mit.edu/store/add/57787/3
https://badge.dimensions.ai/details/doi/10.1162/rest.91.3.537?domain=https://direct.mit.edu

Crossref (871)

Related Articles

The Dependence of pay — Performance Sensitivity on the Size
of the Firm

The Review of Economics and Statistics (August,1998)

Honor Thy Creditors Beforan Thy Shareholders: Are the
Profits of Chinese State-Owned Enterprises Real?

Asian Economic Papers (October,2010)

Purifying Japan's Banks: Issues and Implications

Asian Economic Papers (January,2006)

Bargaining with the CEO: The Case for “Negotiate First,
Choose Second”

Related Book Chapters

Dividends and Other Discretionary Distributions to
Shareholders

Pricing Corporate Securities as Contingent Claims

Shareholders

The Great Divestiture: Evaluating the Welfare Impact of the British
Privatizations, 1979-1997

Can Innovative Processes Avoid Paralysis?

The Resistance Dilemma: Place-Based Movements and the Climate
Crisis

Boundaries of the Firm

Firms in the International Economy: Firm Heterogeneity Meets
International Business

The Review of Economics and Statistics

Sulirtie ISBN: 15804@142  Print ISSN: 0034-6535


http://scholar.google.com/scholar?q=link:https%3A%2F%2Fdirect.mit.edu%2Frest%2Farticle%2F91%2F3%2F537%2F57787
https://direct.mit.edu/rest/crossref-citedby/57787
https://direct.mit.edu/rest/article/80/3/436/57071/The-Dependence-of-pay-Performance-Sensitivity-on
https://direct.mit.edu/asep/article/9/3/50/17564/Honor-Thy-Creditors-Beforan-Thy-Shareholders-Are
https://direct.mit.edu/asep/article/5/1/1/17352/Purifying-Japan-s-Banks-Issues-and-Implications
https://direct.mit.edu/ngtn/article/34/4/347/121661/Bargaining-with-the-CEO-The-Case-for-Negotiate
https://direct.mit.edu/books/monograph/2530/chapter/68009/Dividends-and-Other-Discretionary-Distributions-to
https://direct.mit.edu/books/monograph/2516/chapter/67523/Shareholders
https://direct.mit.edu/books/oa-monograph/5157/chapter/3403686/Can-Innovative-Processes-Avoid-Paralysis
https://direct.mit.edu/books/edited-volume/2986/chapter/81341/Boundaries-of-the-Firm

""“l MIT Press Direct

A product of The MIT Press

Newsletter sign up

¥ f in

MIT Press Direct

About MIT Press Direct
Books
Journals

CogNet

Information

Accessibility at MIT
MIT Press Direct VPAT
For Authors

For Customers

For Librarians

Direct to Open

Open Access

Media Inquiries

Rights and Permissions

For Advertisers

MIT Press

About the MIT Press
The MIT Press Reader
MIT Press Blog
Seasonal Catalogs
MIT Press Home

Give to the MIT Press

Contact Us

FAQ

Direct Service Desk

Skip to Main Content

© 2026 The MIT Press


https://direct.mit.edu/
https://mitpress.mit.edu/
https://mitpress.mit.edu/newsletter/
https://bsky.app/profile/mitpress.bsky.social
https://www.facebook.com/mitpress/
https://www.instagram.com/mitpress/
https://www.linkedin.com/company/the-mit-press/
https://twitter.com/mitpress
https://www.youtube.com/channel/UCeH0hmlPjGW2DN0Ntmd0FCQ
https://direct.mit.edu/about
https://direct.mit.edu/books
https://direct.mit.edu/journals
https://direct.mit.edu/pages/cognet
https://accessibility.mit.edu/
https://direct.mit.edu/pages/accessibility
https://direct.mit.edu/journals/pages/authors
https://direct.mit.edu/pages/customer_support
https://direct.mit.edu/pages/librarians
https://direct.mit.edu/books/pages/direct-to-open
https://direct.mit.edu/journals/pages/open-access
https://mitpress.mit.edu/media-inquiries/
https://direct.mit.edu/journals/pages/rights-permissions
https://direct.mit.edu/journals/pages/advertising-info
https://mitpress.mit.edu/about
https://thereader.mitpress.mit.edu/
https://mitpress.mit.edu/blog
https://mitpress.mit.edu/catalogs
https://mitpress.mit.edu/
https://mitpress.mit.edu/give-mit-press
https://direct.mit.edu/books/pages/User_Guides_and_FAQ
https://mitpress.atlassian.net/servicedesk/customer/portal/3

Terms of Use  Privacy Statement  Crossref Member COUNTER Member

The MIT Press colophon is registered in the U.S. Patent and Trademark Office


https://mitpress.mit.edu/terms-use
https://mitpress.mit.edu/privacy
https://www.crossref.org/
https://www.projectcounter.org/

