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Effect of Tax Avoidance, Earnings Management, and BTD Consistency on
Book and Taxable Income Informativeness: Empirical Evidence from Japan

Akinori Goto
Hiroki Yamashita
Hirohisa Hirai

ABSTRACT

We investigate the effects of tax avoidance, earnings
management, and consistency of book-tax differences (BTDs)
on the informativeness of book and taxable income. Using
Japanese firm-level data for the 2000-2012 period, we find that
tax avoidance (which is measured based on five-year current
effective tax rates) is negatively correlated with stock
returns and reduces the informativeness of taxable income.
We also find that consistent BTDs enhance the
informativeness of taxable income. However, we find no
evidence that the informativeness of book income is affected
by tax avoidance, earnings management, or the consistency
of BTDs.
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1. IUBIC

REtFIAE LB ORI TH 2 BT RE, HIG~DOB T 238 2 FA35H 5
NTWwb, KHF (2007) 12X 5 &, FIZRIEHARTE N0 L CRaHICA
BB E O L 2 MER Y & KON MifER YD 2 & & RS
BRI L TAHHZERZRET 2 LR %,

KRR ORI 0H3 2 i fE B #PE (X, Ohlson (1995) 2%% L 725k A3 FI%s
ETVHE L R REZIED, HRIZBWTH S S OFEREFIED B 2 42 b
N5 X51% 57 Penman and Sougiannis (1998) Tix. EHAFZEETF VI
B3 2 MGEATEB %2 i, Ohlson (2001) TiE. FRAMiAS, I EARMEM, 4
ik, KINFIRETHMTE B Z LAVR SN, SEHFIE & KA & Ol BE 1 2
RENTz. HARIZBWTIE, 3 (1999, 2006) R KH (2000) 7 Ei2BWT
BREBB Z b Tnd, BlzE, #H (2006) (2BWTid, Bly R4 HF4E
& BRI AT R 233 5 2 L AVR ST W b,

ZO—FT, KEMFRIE, BREZORBENRITEHTH 5 FRFHETEHIC X
V. ZOSHEPEDOLNL ZEPEMENT VD, €T, BRGNS
FICET AWM R 2 2L 2B L2 0TI RV, FIRREOEE
ZFIT W EEZ LN L ABI G O fER IS5 278 BT b b X
I % o7z, BlZ1E, Hanlon et al. (2005) Tix. &FtFlisziiG-& LTh.
BT AER Y & — T 2B R AR T 52 2 L 2SI LT
B ThEFEBEOMEIIL. KA (2005) R KB (2010) %L, HARBHED
Ty THEBEIN TS,

L2l B E S B AT EIC L VBB 22T 52 810k 5,
Ayers et al (2009) (&, BERBIICBLEHZ HIE L T 2 5 TEERBUIT S5
WOAMVEDL L FIZEIEE % 4T 5 T 5 B TSSO A I EAE
FHZERWPLMNICLZ. E5ICChen et al. (2012) Tl BiBIHEIRITE) %
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Iy =35 L FRETEATENC X ARBITREROA TSR TS5 2
&, BUEHHEREATENC & ) KEHFREE RO HEMKT 52 &, BLO&E
s & BT O 2% (Book Tax Differences : LFBTD) O —# A2 20
FREMOAAMEED L Z LR EEZWLNICL TV,

C NS BB T IRAT B R A 2 A AT B 505 2 0 O R il il BE L 2 R
RRAFTIEEZRLTVAD, HRTIRAKREERENKRE S BE L, HEAOY;
B EEREERESTRA S . KEHFIE & BT O O EIRENC AR T
BWEEZ ONDL, FKE (2015) 1. FILEHHEE & BLEAH O 2 M58
KT DWAMBREL LY, ARTIEIMEIRRNZLERICHL L E2IEHLT
Who TOX) BEET T, BATREOMASZOF FHFTE 2 L9 IR
Wi TdH %,

Z 2 CTARIFFETIE. Chen et al (2012) @V H—F 794 &ML L,
20004E A H20124FE F COHAMRED 7 — & Z v T, BLAHBIATE. FI
WHEATE, B LOBTDO 32 2 D ORI OB KT B %
FEREM IR 5 50

2. RELDEE

ARFFETIE, TATMHELZSEICL, TR 2BET S0 HikOwE ), F
f AT B R BRI EIRATEY & S E AR IS B 2 7% ) RO XFEHIGE R
BIRHIED N TV D720, 9 TRV T, KEHFIRER B
DAEREEA T3 EZEZ DN D, mhB. ARICBVTIE, KFHHlIGRE L

T WBUTRE &S 2 BE TR 2 VW Twv b,

R L a : FlgR a2 RIS 2 7% ) 381, €9 THRWRZE L IABLGHI
RO 7 — R § BHMANHET T 5.
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G 1 b BEEHEREATE) 2 BmIIC B 2% ) R, €9 Thwike X
BT RO & — IS 2 AN T 5,

% 72Chen et al. (2012) 1, ARBUFTAHEEZ ST 2 & 74  KEHAGE 3
MERD, H5VCIIRFFRFISEEZ LTS TITHRBIIR 2R S L 0o
TBEI;MET S L. 54 FERERBAHOEIKIE S ) —H ORI
B RIZTT LI RETITONDL LML TS, 20X RIRW T, FlAEH
BATH DB, BRAHHNEATE AR EHFIRR IS S 2 U5 e
Wi %o HADYEIE, MERFERZ EOBEIZLY, FIZZo L) 2R
WD RTVEEZOND, TOZLE2RFAT L2005 K2 L% b,

B 2 a - BEAHEREATE 2 BIMIIC B 2 % 9 R €9 Thwiisk e X
BEG IR AIZR DR & — 5 2 F LT § %,

IR 2 b LR 2 R IC 35 2 70 ) 381, € ) ThRWARSE L I~ERBUT
FORRKY) & — LI BRI PET S %o

1|

E 51ZChen et al. (2012) (&, FIzRiREEATE) L BLEGHEIRATEI 2372 ST
ot (HLE BYPFRLIIICAIhTwSL %) 3. BTDO %k
AEL Y. ZOME, FREOFHMEDE <. BLTRTFIRER BT S O )
Z— ST AR bRV ERRTWD, AEFFED 2D MIZoW T, G 3
TR %,

B 3 - BTDO—H MO RV EEIL, €9 TRV E A BISIHAILE R
BT RO 7 — T 2 FHIIATE V.
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3. VH—FFHa12EHTI

AREFZETIE. 20004F B A 5 20124F 1 F TORGGEERIT [T o 1 3B E3 i3
(72720, 4l - PRBRIEBR <) OHMRE 2T AN G L LTnd, TITh5(1)
S5AEM OBGIHIFIAE A H O - A, QU H D127 H ThRVARSE - 4§
B, BIOBINICUELT = BAFTELVAE - FELZRN L, &5
WAL D 72 D IZ B ERICOW T E T 1 %D 7 — % # B4 5 & &y
YTWRT210E o Tz RFEDOWMH T —F 2OV TIE, HENEEDSD 7 — %
ZHWTW5,

IRFLOMEEIX. Chen et al (2012) THWHNTW S ET ML) 5(3)% Hwv
TBI%9,

BHAR; =8, +B,APTBI;, +B,ATl,  +pB;Quality,,
+B,Tax _agg; +B;APTBI,  *Quality,
+B,APTBI,  *Tax _agg,, +B,ATl, *Quality,,
+BATL *Tax _agg, +g;, (1)

BHAR;, =3, +B,APTBI,, +B,ATI,, +pB;Consistency;
+B,APTBI, , * Consistency;
+BsATL,  * Consistency; , +¢;, (2)

BHAR

=B, +B,APTBI,  +B,ATIl,  +[;Quality,

+B,Tax _agg,, +B;Consistency, ,

+B,APTBI, , * Quality;, +B,APTBI,  * Tax _agg;,
+ B AT * Quality; | +BgATI  *Tax _agg;,
+B,,APTBI; , * Consistency

+B,,ATL;  * Consistency; , +¢;, (3)
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FEBOEFRIIKROBY) ThH D, B, BATOUIME, LFFEEEZRT,

BHAR : lE2 5164 H B ®OBHAR,

APTBI : BiylHiFIZR ORIAEE & DESEZ W EOREETT 7L —bLD
Do

ATL : BB ORIEE L OEFZ T OREETT 7L — b L2b D, 72
720, BB L. BB TRL AR LTV,

Quality : FENSEHFEAERE O 5 EMOBEH#ERZ%20-1F TO10BR D15 I
L2 Do

Tax_agg : BMIA L v NERBIE (54) 25 ZOFEFR - 4FFE gLl % Ep
L. 1%L D,

Consistency : BTD® 5 4F [ O FE# {7 % 0-1 F TO 10 O #F R AR L 72
b D,

FAVAZEHIZ, ROIHICEREEZBIRoTWh, I TREMEORS % &
R B0 ¥ — v &2/RTLHE LT, BHAR (Buy and Hold Abnormal
Return) ZHWTHE D, MiEE B %) FEOWE D 5167 H B O KD AR
(Abnormal Return) IZX o> THEL TS, 2B, FHRFEOHKY) ¥ — >,
BIUARZRD BB YY) ¥y —ik, 7T —%9 V) a—3a v XD
T—=FEH\Tw5h,

Al E LCZOMGE ATV E720, 2 200F2 R TEKIZOWT
GRS R BHEFEFRHIEOBIEIC X D S EE %28 U Cafil
P OFERFMEZ D ENTELRWO, BEZFEEORETHRTI LI
L0, ABAREHEE L TWb, it RIE,. mikom) ., BT I
IS L7-BiBmifi e Wb 2 b3 %,

KIS, IR AEATE), BLAHENEATE), BTDO — 3B § 22813, &k
DEIIKEEBI Lo TWh, 7. FRRBTE 2R 348 E LT, #=
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HEEHHEAEE O 5 AR ] OFEHER 7 2 0-1 F TO10B R D15 R 2 # L 72 Quality
ZHVD HHE - HE (2001) ©OFZHTHE, BISIETREHEEEIER(4)0 X
INTEFL 720

Bio T et o8k = A VBN E oE — A BLETHE - A RB K
+ ABEFEEH + A RILEABE
— AG ISR — A E IR (4)

BENEFFEEEIZOVTIE, W ODDOHEETENH 555, 2 2 Tld,
Kothari (2005) 12 X % JonesE FWVIZROAZ LK E LTEMLZET IV
(ROA JonesE7 ) #HWTBY, XNG)OBIELELZKENFEAERE LTS,

ROA JonesE T :

1
Assets,

Accruals, = BO( ]+ B,ASales, +B,PPE, +B;ROA, +¢, (5

Z T TAccrualst3 By A & FH 54 H. Assetsi3 W H OME . A Salesld5e
EREOES. PPEIZAEFEEE . ROATREERFMRFELRL TV D,
7272 LROAPSDERIZOWTIE, MEREETT 7L — L Twd, I72
RIS & - R T EI124TH CGEMIE, HRPABIZHESWTWwE), &
DAERELTHRONTHRENRF AT D 5 F B OEERA (std disc
Accruals) ZK®D, 0-1F TOI0EREOMRMICEBR L7-d D%, FlisiiEiTH)
ZRTZEHQuality L THW 5, Qualityld, ZOMHATK & VI LRSS
BhRINTVREVI LERL TV,

BLEHNRATE) 2 /R $ 2 B Tax_aggld. REMMZ 54EE LB L Vb
ERBEE (CUETR) 252 OFER - FERRBEZZERL, -12E L0k
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LTEH#RT Do ZORMAL Y MEGBIEIZ, #E 5 EMOBEABL - EREBL -
HEBOGFHE B OB HIARAFHETER L2 O TH Y, ThAVNE
WIE EBEHHIBATEI A TH B LR SN D, BEEROBIC-1%2 % L
T2 O, BIAMHHIATEI 2R 2 %12 DOV T, Tax_aggDftid™k & <
%5 X IET LD TH D,

RBEICBTDO—3 M2 /R4 E LT, HEMBTDO 5 4E M {2 %
4 IZ 2 L 72 Consistency 2 FIV: TV 5, BTDIX. BiB IRl & S4BTSO
HETH LY, TORTHEEMBEATHCBAMBIRATHIC L > TAELEEZS
NDHHHHRENBTDTH %o HmMBTDIL, Chen et al. (2012) & [IERIZ,
K6OFHIEE LTHES NS,

(PTBI -TI), =B, +B,Capital Intensity, + 3, Newness,
+B,NOL, + B, High Tech, + B Discontinued, +¢, (6)

Z O, Capital Intensityl3 A EEEEDOMA T WEOREHETT 7L —
FL7ZZbDTH Y. Newnessid AT & & #EOMBE L EHTOETHRLZD
DTHbo FNOLIZHIH K ICHMBRKIBEIHFIET 251 2L 55 I—
28, High TechldNA 77 EFRIIETHEETHNIE 1 2L B8 I —EKT
Hho BBAMFETIE. N T EFEE LT, HREMDSHE, HEHEN. &
KBRS, FEERRRE 8B A S, Discontinuedld. MFHFEICHT L5 I LT
H Y AGFES#REFIC BV TR ELR W LA T2F -7 — N2
WMLTUEREZL, LTWARVWRFEEROL LTS, HEIFFEIEICBD
e, BONEEMBTDO 5 AEM O A (std disc BTD) &Ko, %
HARAED/NS VT EMENE L 25 X9 I20- 1O TI0B RO MIc A% B
Z 7% 5T, Consistencyld. fEOSRKEWVIZEBTDO —HMENEL 252 &
ZRL T,
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EFMDICBWTIE, EE La, IKEH 1 by KEE 2 a. IRHE 2b% K& EHD
BB D5 & » THERT %0 FFohIER SIE %) & — VISxh3 2 K#EH
DEBOFWNAHEMT 522 L1122 ), A SIEHMIPKTTEI L% 5,

F720 ETNVRIIBWTIE, 3 2 KRATHDFF 7L o THERT 5. %
B, EFLEBNE. EFNMNER)EEDEZLDTH L, £ 7O THIE. %1
DY TH %o

1 RHRICLITEHROFRHOFSTFE

& W incamialll
1 a APTBI; , *Quality +
K31 b AT *Tax _agg;, -
RH2 a APTBI,, *Tax _agg,, -
P2 b AT, * Quality *
APTBI, , * Consistency, +
RS 3
ATI,  * Consistency | , +
4. DHEER

BEROBGERIIEL 2 0@) THD, Thaehb L, FHOY Y TV TIEF
WA - Ui & B ICAFIRIRRASRBT 2 B> TV D 2 EDHERRT & 5, 72
ZLZ0#E, Chen et al (2012) ICHRT/HhEW, 2oz kid, HARDOEE
Fl3k & BT ORE D EDSKENZ AR TV & W) BRI AN TH 5. F
72RBMA VY NEMBIROEIYMIZ0434, PULEIZ04428 o THB Y, KR
WoOERFENBR LD bEKEL o T,
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PNIEL YN R e E

§543% 5 1%

TP HENIBIT B0 RIZEK 3 OMEY) TH S,

x2 EEXREE

Variable Obs Mean  Median Std.Dev.  Min Max
BTD 7,210 0.001 0.001 0019  -0.159 0.167
PTBI 7,210 0.066 0.053 0.052 0.000 0.494
APTBI 7,210 -0.001 0.000 0025  -0.113 0.094
TI 7,210 0.065 0.052 0054  -0.051 0.498
ATI 7,210 -0.002 -0.001 0028  -0.114 0.098
CuETR 7,210 0434 0.442 0134  0.000 1.134
std disc BTD 7,210 0.015 0.012 0016  0.001 0.682
std disc Accruals 7,210 0.047 0.038 0043  0.002 0.953
BHAR 7,210 0.091 0.047 0338  -0.555 1.673
Quality 7,210 0.481 0.444 0318 0.000 1.000
Tax_agg 7,210 -0.006 -0.004 0119  -0.778 0473
Consistency 7,210 0.481 0.444 0318 0.000 1.000
APTBI'Quality 7,210 0.000 0.000 0013 -0.093 0.093
APTBI*Tax_agg 7,210 0.000 0.000 0002  -0.033 0.035
ATT*Quality 7,210 -0.001 0.000 0014  -0.100 0.096
ATT*Tax_agg 7,210 0.000 0.000 0.003  -0.039 0.032
APTBI*Consistency 7,210 -0.001 0.000 0012 -0.092 0.072
ATT*Consistency 7,210 -0.001 0.000 0.013  -0.099 0.079
10 (6414)
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£33 EFI)HLSB)ICHTEPAER

(1) (2) (3)

VARIABLES BHAR BHAR BHAR
APTBI(+) 2.284** 2.320% 2.320*
(6.447) (7.984) (5.912)

ATI(+) 0.855*** 0.660* 0.390
(2.658) (2.564) (1.103)
Quality 0.0268* -0.0264*
(-2.207) (-:2177)
Tax_agg 0110 0.108"*
(-3.398) (-3.347)

APTBI*Quality (+) 0.0595 0.111
(0.0915) (0.169)

APTBI*Tax_agg(—) 0.822 0.956
(0.480) (0.555)

ATT*Quality (+) 0.971* 0.820
(1.678) (1411)

ATT*Tax_agg(—) -3.861* 3337
(-2.682) (-2.303)
Consistency 0.00790 0.00565
(0.652) (0.463)

APTBI*Consistency (+) -1.041 -0.992
(-1.303) (-1.228)

ATI*Consistency (+) 2.429** 2.126**
(3.284) (2.846)

Constant 0.109**+ 0.0933*** 0.106**
(1551) (13.35) (11.95)

Observations 7210 7,210 7210
Adj R-squared 0.067 0.065 0.068

B, (+) (H)E BREOEAOTHERT, F/o. LEIMRBEAGEAEZRL
Twd (™X 1% *135% “1Z10%KETHS), TEO () NItz RT,

(6415) 11



KIEABERFETE - i w438 175

ET MO SENTBWT, APTBI, ATIOREIFZIE T, BB AMFIAEE
Thotzo TOMRRIZ, BLIHTFIGE OB 53R BT O 5A%, FRAIZx 5 %
HANEETLILDRLTEY . EFVRHNHEIZR S 2 OOKRIFED
FATIEgE & B DOFE R AR I N0 T 72Quality B & O Tax_aggD R, w
TNOATHIMICAEE L > TV 5,

Rt e O TIZ, F72. ATI*Tax_agg. ATI*Consistency ® % 7 IH ATl
W) O FTHRL RS> TSI M6, i 1 bB X O 3 DB
M3 28008 sni, 72, EF VOBV TIE, K 2bicxitd %
ATT*Qualityl2 B\ T H10%KHETH 2 A3 FHH ) O 5 THRETWEE L -
TWoo UbEds, BEMHERNEATE 2R 2 3 BN 2 3 L 0 b PB
FifE Ok ¥ — T 2HHIMET 5 2 &, BTDO—B O R4
FIHER L D S IABIFTROKRY ¥ — T 2HII0H E 5 2 LA
Lot olz MAT, FRRHBTESHMHNY T WREIIBWT, B
DFWIIDNE E B W R RIR S 7z,

F 2 DMOERKIZOWTIE, MENWICHEE o TB LT, KEMFIARICHE
WY BT LT ARUIE AT L2 e TE R o7, ZOMIEKEDOE
ITRORERERE S RS TV D, FRARH 2120V T, HEERFTEROLF
TN XD FIREFEEATENASERBIATS 12, BLEHHRIEATEI DS SRRz I E e
WA BT TR IR ENC R TE W E P L TV 225, SRRz 20 X
AR 5> TRV, TREDEIZOVTOMEE. SHOBETH 5,

5. BbhWIC

AWFIETlE, HARBFEIZBW T, BiIRFIZEE L OFEBLATEF o fifi i BY
A5, FEE I L BAETEATE R B A HENRATEN S X OBTDO — &M% &1
INVBEEZFENEIDIZOVTORIAEEBZ o,
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AT ORGSR, BUEHENRAT B AR 2 438 TIEERBIT A o) & —
W9 BB ANEA L BTD O —B A3 3 TRERBUIT i+ 0 3 /1 28
BT 52 E2RLTWE, LAL, TS DERPEFHAEOFIIII KT
FTHEIIOVWTIEMHLNIITL I ENTE LD o7

SHIE MEREERIIRESINDG L) R HROBFELIY & BRFEO#E N
L DFEICHRETT 2L BT, INF Y ADIRE Lo MO B F B EE
LT 2 DOFEOMiE B B A KT TERIZOWT, SR LT
&720,
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