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Brand Equity and Financial Characteristics

Soichi Matsuura*

Abstract:

The purpose of this study is to summarize the role of brand capital on tax burden
reduction behavior by reviewing previous studies that have examined whether brand capital
accumulated by firms inhibits tax burden reduction behavior by managers.

There is anecdotal evidence that firms do not take tax burden reduction actions but
rather pay taxes aggressively due to the agency costs, which are trade-offs with tax costs.

In this paper, we focus on the brand capital held by firms as a factor that inhibits tax
burden reduction behavior and summarize the papers that have examined the trade-off
relationship between tax burden reduction behavior and the reputational cost of brand value
damage. As a result, it was found that the brand capital accumulated by firms suppresses the
behavior that leads to damage to reputation.

However, we have not observed any behavior that restores the reputation lost due to
aggressive tax burden reduction behavior, and it is an open question how tax burden

reduction behavior is related to the damage and restoration of reputation cost.

Keywords: tax avoidance, effective tax rates, brand equity, CB valuator
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