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YEAR=2008| BIF AL (N=280) BiE ETH(N=79) D e NG
DAC 0.024 4.01 —0.003 —0. 20 —0.027 1.74
EM_CFO 0. 004 0.91 —0.020 —2.18 | —0.025" —2.41
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RM_1 0.28*"
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F 1§ 9.3 18.79 24.5 13.59 8. 39 19. 33 26.9
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Xof I 25 S 1 0T BB i B Sk < B R T B I A M SR FH L 30T R R 224 05 R
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TE L 3 H 2 A B IR 25 R B 3 T,
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FRAT A BIF 52 2 W] A ol 7 S5 i o WA 22 Sl 508 s b 8 2 2% i L S A
1 BIF 5 AR AT 1 ST 5 IR 2 % U 5 T Al 52 it 38 WA 52 S 54 s 1) A 5 JEAS
5 DU CAIE TR AN 58 BE 1) L B 45 2 A9 AT T 4598 o al BEJE W BTG . L A1 X T B
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The Unification of the Tax Rates for Foreign and
Domestic Enterprises.Tax Planning and the Choice of
Earnings Management Methods

ZHAOQO Jing-wen,XU Yu-yu

(School of Management » Xiamen University , Xiamen 361005, China)

Abstract: This paper studies listed companies’ choice of earnings man-
agement methods for the purpose of tax planning in the context of the unifi-
cation of the tax rates for foreign and domestic enterprises in 2007. The re-
sults show as follows:owing to the decrease in income tax rate by a big mar-
gin and the higher tax planning profits, companies with the decrease in in-
come tax rate take significant accrual-based earnings management, but do not
get involved in real earnings management; owing to the existence of a
five-year period of transition and lower tax planning profits, companies with
the increase in income tax rate do not take significant accrual-based and real
earnings management. It means that when doing tax planning, listed compa-
nies make a trade-off between costs and profits of tax shelters to choose the
most suitable tax shelter. Therefore, when formulating a tax policy, govern-
ment departments must take enterprises’ possible tax planning strategy into
account in order to realize the prospective policy purpose.

Key words: the unification of the tax rates for foreign and domestic en-
terprises; tax planning; accrual-based earnings management; real earnings
management
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