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In this study, we focus on the career concerns of managers and theoretically examine whether
managers with stronger career concerns are more aggressive in tax planning. Previous studies
have shown some evidence that a company's activity of tax planning has an impact on the
subsequent career of its managers. For instance, Lanis et al. (2019) show that when a firm
engages in more tax avoidance, the managers are rewarded in the form of an increase in the
number of outside directors. Based on the above, if managers' tax avoidance behaviour affects
their own careers, then managers who are more concerned about their careers may be more likely
to engage in tax planning.

Specifically, we extended Holmstrom (1999), a typical theoretical model of career concerns, to
explicitly model managers' tax-planning behaviour. This model shows that the more the job-change
market knows nothing about the manager's ability, the more the manager will work hard to improve
his or her reputation in the market. In this study, we introduce managers’tax-planning behaviour
into his model. In other words, managers decide how much to reduce their tax payment while
considering the trade-off between the benefits of reducing their tax payment and improving their
reputation in the job market, and the reputational costs of tax planning. Under this model setting,
we derived the equilibrium and performed comparative statics.

The main results of this study are as follows. Companies for which the benefits of career concerns
outweigh the costs will be more proactive in tax planning. Therefore, there is a positive relationship
between career concerns and tax-planning behaviour for companies that are facing high corporate
tax rates, companies that are mature and have low productivity (where tax-planning behaviour is
more attractive than production activities), and companies with low reputational costs for reducing
their tax payment (such as B2B companies and medium-sized companies).
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2. MABRREEDOHE (F:R)
In this study, we focus on the career concerns of managers and theoretically examine whether managers with
stronger career concerns are more aggressive in tax planning. Previous studies have shown some evidence that
a company's activity of tax planning has an impact on the subsequent career of its managers. For instance,
Lanis et al. (2019) show that when a firm engages in more tax avoidance, the managers are rewarded in the
form of an increase in the number of outside directors. Based on the above, if managers' tax avoidance
behaviour affects their own careers, then managers who are more concerned about their careers may be more
likely to engage in tax planning.
Specifically, we extended Holmstrom (1999), a typical theoretical model of career concerns, to explicitly model
managers' tax-planning behaviour. This model shows that the more the job-change market knows nothing
about the manager's ability, the more the manager will work hard to improve his or her reputation in the
market. In this study, we introduce managers’ tax-planning behaviour into his model. In other words, managers
decide how much to reduce their tax payment while considering the trade-off between the benefits of reducing
their tax payment and improving their reputation in the job market, and the reputational costs of tax planning.
Under this model setting, we derived the equilibrium and performed comparative statics.
The main results of this study are as follows. Companies for which the benefits of career concerns outweigh the
costs will be more proactive in tax planning. Therefore, there is a positive relationship between career concerns
and tax-planning behaviour for companies that are facing high corporate tax rates, companies that are mature
and have low productivity (where tax-planning behaviour is more attractive than production activities), and
companies with low reputational costs for reducing their tax payment (such as B2B companies and medium-
sized companies).
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