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Proactive Tax Planning firm value, whereas proactive tax planning has a negative and significant effect on firm value. This
Sustainability Disclosure suggests that proactive tax planning may reduce firm value due to associated costs, such as tax
Firm Value advisory fees. Executives should therefore carefully evaluate the costs and benefits of proactive tax

planning and choose strategies that optimize long-term benefits for the company. Understanding
the tax costs involved in business operations should be a priority for management. The study's
findings also suggest that regulatory authorities should develop tax policies that are contextually
appropriate for Thailand and align with current economic conditions. In addition, the study reveals
that investors place a high value on sustainability disclosure.
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1. Introduction

Proactive tax planning refers to the strategic preparation of tax payments in compliance with regulations and the use of legally
prescribed tax incentives to achieve annual tax mitigation. Effective tax planning not only reduces unnecessary tax burdens
and fines but also helps mitigate financial difficulties that may lead to liquidity crises (The Stock Exchange of Thailand,
2022). While corporate income tax is an inevitable cost of doing business worldwide, certain countries offer exemptions or
reduced rates to attract investors. Therefore, understanding the tax costs associated with business operations is essential for
executives (Arunruangsirilert et al., 2022). In Thailand, proactive tax planning plays a vital role in the growth of companies
listed on the Stock Exchange of Thailand. It involves legal tax compliance and optimal use of incentives to reduce annual tax
expenses (Suksathit & Uachanachit, 2022). However, as a developing country, Thailand faces challenges related to agency
costs and transparency, which may affect the implementation of tax planning strategies (Friske et al., 2023). To address these
issues, the Stock Exchange of Thailand mandates adherence to good corporate governance principles. Enhancing ESG
(Environmental, Social, and Governance) performance is also essential for achieving sustainable economic development. In
response, the Thai government has introduced tax incentives to encourage responsible business practices. Firms that invest in
ESG initiatives and comply with ESG criteria are more likely to benefit from such incentives (Zhu et al., 2023). Furthermore,
ESG compliance reflects corporate social (Tran & Tran, 2022) responsibility and contributes to a positive organizational
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image (Prempanichnukul, 2018). Empirical studies have shown that proactive tax planning can influence sustainability
disclosure (e.g., Aribaba et al., 2019; Thanjunpong et al., 2018; Zhu et al., 2023), and that sustainability disclosure, in turn,
can attract support from external stakeholders, leading to increased profitability and investment. Therefore, sustainability
disclosure is believed to affect firm value (Rahma & Firmansyah, 2022; Siminica et al., 2019; Waentongkom, 2020; Kim &
Koo, 2023; Wang et al., 2023).

Moreover, when companies engage in proactive tax planning by maximizing incentives and complying with tax laws, they
can reduce their tax expenses. Executives who evaluate the cost-benefit trade-offs and choose tax strategies that yield the
highest returns can enhance firm value (Jitkham & Yarana, 2022). Several studies support the notion that proactive tax
planning affects firm value (e.g., Bhagiawan & Mukhlasin, 2020; Khaoula & Moez, 2019; Promaksorn et al., 2024;
Sribunruang & Sutthi, 2021). Recent literature also highlights ESG improvement as a strategy for increasing firm value. Tax
incentives can significantly improve ESG performance, which in turn contributes to business value. Research further suggests
that proactive tax planning’s positive effects on ESG are amplified in firms with strong financial capacity (Meng & Wang,
2024). Given this context, the present study examines the mediating effect of sustainability disclosure on the relationship
between proactive tax planning and firm value. Firm value reflects the company’s profitability and serves as a decision-
making guide for creditors and investors (Andayani & Yanti, 2021). In this study, proactive tax planning is treated as the
independent variable, and sustainability disclosure is the mediating variable.

This research measures proactive tax planning using the effective tax rate (ETR) on the equity multiplier, which represents
fair tax collection as described by Hildreth and Richardson (1999) (see Mongkolnchaiarunya et al., 2017). Consistent with
prior research, data are collected over three years (2020—2022) to minimize transitory effects (Thanjunpong, 2018). The year
2020 marks a turning point in investor interest in ESG, with a significant rise in ESG-focused funds. As a result, ESG stock
selection has become concentrated in firms with superior ESG performance, many of which have begun preparing
sustainability reports through the Thaipat Institute (MGR Online, 2020).

The rationale for this study stems from three key factors identified in the literature. First, studies in developed countries such
as the UK and the US found no significant effect of proactive tax planning on firm value (Hasan et al., 2021; Wahab et al.,
2012), suggesting that investors may not prioritize tax strategies. In contrast, Thailand’s market is characterized by
concentrated ownership, often by founding families or their affiliates, who tend to make strategic decisions based on internal
group interests (Chinchotangkul, 2007). This context increases the likelihood that tax planning could influence firm value.
Second, agency cost and transparency concerns are more pronounced in developing countries, potentially altering the effects
of sustainability reporting (Friske et al., 2023). Third, tax is a major business cost, and differences in tax burden exist between
firms with and without government incentives (Sribunruang & Sutthi, 2021; Lertsabanant & Maglin, 2022).

This research evaluates the factors affecting firm value using both financial data (proactive tax planning) and non-financial
data (sustainability disclosure). The study contributes to the growing body of research on tax planning and ESG performance
in Thailand, and may provide insights for improving national tax policy (Thanjunpong, 2018). However, this research may
create new academic value and lead to the improvement or development of tax policies in Thailand.

2. Literature Review and Hypothesis Development
2.1 Tax Planning Theory

Hoffman’s (1961) tax planning theory discusses the considerations and practices for calculating corporate tax obligations,
emphasizing taxable income rather than accounting profit. This focus arises from tax policies such as enhanced deductibility
of expenses and legal incentives, which do not affect accounting earnings but can reduce taxable income. Consequently,
effective tax planning can have a positive impact on firm value. This theory is applicable in stock market contexts, where
firms that employ extensive tax planning, utilize available tax benefits, and comply with tax laws can significantly reduce
their tax burdens (Jitkham & Yarana, 2022). Tax planning involves the strategic redirection of cash flows—ordinarily payable
to tax authorities—back into the firm. The objective is to minimize tax liability while maximizing retained earnings. Prior
research indicates that effective tax planning can substantially lower taxable income without sacrificing accounting profit
(Dyreng et al., 2008; Krongboon & Dampitakse, 2021).

Tax planning is generally viewed from two perspectives: (1) a positive perspective, where it is a legitimate strategy to reduce
tax expenses, and (2) a negative perspective, often referred to as tax avoidance, which involves exploiting legal loopholes to
minimize taxes but may entail reputational or regulatory risk (Laewprapa et al., 2022).

This research focuses on the positive perspective of tax planning, specifically proactive tax planning, which requires expertise
in law, accounting, and finance due to its complexity. It demands careful execution to align with tax laws and maximize legal
benefits. The ultimate aim of proactive tax planning is to minimize tax burdens effectively (Samaputra et al., 2021). As such,
proactive tax planning has become a critical component of business strategy, influencing managerial decision-making (Vacca
et al., 2020).
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2.2 Hypothesis Development
Proactive Tax Planning and Sustainability Disclosure

Globally, there is increasing emphasis on the disclosure of environmental, social, and governance (ESG) information.
Companies are encouraged to publish sustainability reports to communicate these efforts (Saengpao et al., 2023). Such
disclosures help reduce information asymmetry between firms and stakeholders (Kim & Koo, 2023). Governments in many
countries have implemented proactive tax strategies to promote corporate ESG commitments (Zhu et al., 2023). Several
studies (e.g., Aribaba et al., 2019; Prempanichnukul, 2018; Zhu et al., 2023) suggest that proactive tax planning positively
influences sustainability disclosure. For example, studies in China (Huang et al., 2024; Zhu et al., 2023; Li & Li, 2022) show
that firms engaging in proactive tax planning often allocate the resulting cost savings to enhance ESG performance. These
firms invest in ESG initiatives and benefit from reputational and regulatory advantages. Thus, the first hypothesis is proposed:

Hi: Proactive tax planning has a positive effect on sustainability disclosure.
Sustainability Disclosure and Firm Value

Sustainability disclosure reflects a firm’s responsibility to society and its commitment to long-term economic development.
Companies are expected to report on how their operations influence society and the environment (Tunming & Channgam,
2023). Numerous studies have demonstrated a positive link between sustainability disclosure and firm value (e.g., Abdi et al.,
2020; Aydogmus et al., 2022; Nguyen et al., 2022; Siminica et al., 2019; Thanjunpong et al., 2018; Wu et al., 2022). This is
because companies with strong social responsibility records often enjoy greater profitability and stakeholder support.
Investors, creditors, and regulators increasingly demand transparency in ESG-related practices (Aydogmus et al., 2022).
Additionally, sustainability reporting reduces information asymmetry, builds investor trust, and helps mitigate stock price
volatility (Kim & Koo, 2023; Tasnia et al., 2020). Thus, the second hypothesis is proposed:

Hz: Sustainability disclosure has a positive effect on firm value.
Proactive Tax Planning and Firm Value

Proactive tax planning involves accurate and legal preparation of tax obligations using government-sanctioned deductions
and incentives. It aims to reduce income tax liabilities, avoid penalties, and increase cost efficiency (The Stock Exchange of
Thailand, 2017). However, shareholders may be skeptical of tax planning if the costs outweigh the benefits (Khaoula & Moez,
2019). Empirical findings suggest that proactive tax planning can negatively affect firm value due to the costs involved—such
as advisory fees, compliance risks, and potential fines (Bhagiawan & Mukhlasin, 2020; Christina & Alexander, 2018;
Sribunruang & Sutthi, 2021; Thanjunpong, 2018). Therefore, if the expenses incurred in tax planning exceed the savings, the
overall firm value may decline. Thus, the third hypothesis is proposed:

Hs: Proactive tax planning has a negative effect on firm value.
The Mediating Effect of Sustainability Disclosure on the Relationship Between Proactive Tax Planning and Firm Value

A study by Harnesk and Myhrberg (2019) in China found that the positive effect of proactive tax planning on firm value is
enhanced by sustainability disclosure, which acts as a partial mediator. Their research also emphasized that ESG engagement
contributes to firm value through internal (e.g., cost reduction) and external (e.g., stakeholder trust) mechanisms. Tax
incentives further reinforce this effect, especially in firms with stronger financial capacity or operating under more stringent
capital market regulations (Meng & Wang, 2024). In Thailand, however, research exploring the mediating role of
sustainability disclosure in the relationship between proactive tax planning and firm value is still limited. Since the Thai
business and regulatory environment differs from that of developed countries, caution must be exercised when generalizing
findings from international studies (Rukphanichmanee et al., 2018; Putri & Hudiwinarsih, 2018). Thus, the fourth hypothesis
is proposed:

Ha: Sustainability disclosure mediates the relationship between proactive tax planning and firm value.

Antecedent Variables Independent Variable Mediator Variable Dependent Variable

Board Independent (BI) Sustainability Disclosure
\
-

Board Duality (BD)

Proactive Tax Planning

/ H4(C)
Debt-to-Equity Ratio (DE)
Control variable
- Fimm Size

Current Ratio (CR)

Fig. 1. Research Framework
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3. Research Methods

3.1. Sample

This study employed an empirical research method based on secondary data. The objective was to investigate proactive tax
planning and firm value among companies listed in the ESG100 Index during the period from 2020 to 2022—a total of three
years. The initial population comprised 100 companies per year, totaling 300 firm-year observations (Thaipat Institute, 2022).
After applying exclusion criteria, the following firms were removed from the dataset:

33 firms in the financial services and insurance sectors,

18 firms registered as leasehold property funds,

132 firm-year observations withdrawn from the ESG100 Index during the study period, and

3 firm-year observations with outlier values below the 5th percentile and above the 95th percentile of the main variable,
based on the recommendations of Gonzalez et al. (2021) and Detthamrong et al. (2017).

After exclusions, the final sample consisted of 114 firm-year observations. This sample size is considered adequate for
statistical analysis, as most statisticians agree that a minimum of 100 observations is typically required to produce meaningful
and statistically significant results (Akman, 2023).

3.2. Variables

This study includes five types of variables: the dependent variable, independent variable, mediating variable, antecedent
variables, and control variables. The operational definitions and measurement methods are summarized below.

Table 1
Variables Used in This Study
Variables Measurement Source Authors
Dependent Variable
. Stock price (SP) market e.g., Lestari & Wardhani (2015); Li et al. (2016); Waentongkom
N price of common stock SETSMART (2020); Kulsiriwanit (2021)
Independent Variable
. . . . e.g., Chaichuen et al. (2022); Sribunruang & Sutthi (2021);
GG Uk Py Rt Of GRIEEIE BT o g Samaputra et al. (2021); Jitkham & Yarana (2022); Abraham et al.
(PT) to equity multiplier 2017)
Mediator Variable
Sustainability Disclosure e.g., Andayani & Yanti (2021); Aydogmus et al. (2022); Tunming &
Report LBl LG Channgam (2023); Arunruangsirilert et al. (2022)

Antecedent Variables

Percentage of independent e.g., lazzi et al. (2023); Chaichuen et al. (2022); Lawati & Hussainey

Board Independent (BT) ;. 1ors on the board One Report (36-1)  3621); Temboonprasertsuk (2021); Khaoula & Moez (2019)
. Dummy variable (1 = e.g., lazzi et al. (2023); Kolias & Koumanakos (2022); Khaoula &
Board Duality (BD) Duality, 0 = Otherwise) One Report (56-1) Moez (2019)
Control Variables
DS A7 LD Ul CARAEETEL g vy Allam (2022); Krongboon & Dampitakse (2021)
(DE) capital
. Total current assets divided .

Current Ratio (CR) by total current liabilitics SETSMART Ann & Manurung (2019); Ahmad et al. (2023)

4. Results

4.1. Descriptive Statistics

Table 2

Descriptive statistics of variables (N = 114)
Panel A: Continuous Variables
Variables Mean Median SD Kurtosis
L PT 1.821 2.057 0.851 1.032
L ESG 3.952 3.981 0.253 0.493
L FV 2.991 2.890 1.310 -0.271
BI 0.424 0.400 0.105 1.196
L CR 0.695 0.641 0.682 -0.125
DE 0.905 0.620 0.790 1.776
L FS 17.690 17.090 2.115 -1.192
FA 20.474 18.000 12.748 -0.591
Panel B: Dummy Variable
Variables Category Frequency Percentage
BD Duality 9 7.89%

Non-Duality 105 92.11%




P. Adthajak et al. /Journal of Project Management 10 (2025) 653

Table 2 presents the descriptive statistics of all variables, including mean, median, standard deviation, and kurtosis. The
dataset consists of 114 firm-year observations. The normality assumption was assessed using skewness and kurtosis values,
which fall within the acceptable range of +£3.00 (Wheeler, 2011; Mishra et al., 2019), indicating that the data approximate a

normal distribution suitable for further statistical analysis.

4.2. Correlation Analysis

Table 3
Correlation Matrix (N = 114)
Variables L FV L PT ESG BD BI DE L CR FA L FS
L FV 1
L PT -227" 1
L _ESG 0.138 -0.027 1
BD 0.056 0.187" -0.137 1
BI -0.248" -0.252™ 0.031 -0.156 1
DE 0.158 -0.282™ 0.220" -0.205" -0.011 1
L CR -0.152 0.190" -0.120 0.247" 0.173 -0.732" 1
FA 0.546™ -0.085 0.063 -0.041 -0.248™ 0.013 -0.299" 1
L FS -0.040 0.000 0.408" -0.219" 0.119 0.152 -0.190" -0.068 1

Note: * p <.05, ** p <.01 (two-tailed test)

Table 3 shows the Pearson correlation coefficients between all variables. All correlation coefficients are within the acceptable
range of +0.80, indicating the absence of multicollinearity (Hair et al., 2010).

4.3 Hypothesis Testing and Results
Table 4
Regression Results for HI-H3
Model 1: Model 2: Model 3:
Variables L_ESG (Hl) L FV (H2) L FV (H3)
B p-value VIF B p-value VIF B p-value VIF
(Constant) 3.018 0.000 -0.324 0.900 2.526 0.007
L PT -0.008 0.748 1.018 -0.277%* 0.024 1.018
L _ESG 0.766* 0.096 1.250
FA 0.001 0.364 1.018  0.055%** 0.000 1.018  0.055%%** 0.001 1.018
L FS 0.048*** 0.000 1.007  -0.036 0.496 1.215  0.000 0.995 1.007
Model Summary
Year fixed-effects Yes Yes Yes
R? 0.200 0.324 0.338
Adj. R? 0.163 0.293 0.308
F-Value 5.4]15%** 10.372%%** 11.064%**
Hausman Test (p) 21.960*** 11.334%** 13.956%**
p-value 0.000 0.010 0.002
Max VIF 1.018 1.250 1.018
N 114 114 114

Note: * p <.10, ** p <.05, *** p < .01

Interpretation of Results:

e Hi: Proactive tax planning (L_PT) does not significantly affect sustainability disclosure (L_ESG) (B =-0.008, p > .10).

— Hypothesis 1 is rejected.
e Hb>: Sustainability disclosure positively affects firm value (B = 0.766, p <.10). — Hypothesis 2 is accepted.
e Hs: Proactive tax planning has a significant negative effect on firm value (f =-0.277, p <.05). — Hypothesis 3 is

accepted.
Table 5
Mediation Analysis Results for H4
Paths Effect p-value Interpretation
L PT — L ESG (a) -0.008 0.748 Not significant
L ESG — L FV(b) 0.766* 0.096 Significant at 10%
L PT — L FV () -0.277** 0.024 Direct effect
L PT — L ESG — L FV(c) -0.327%* 0.011 Total effect

Note:a=X —>M,b=M — Y, ¢ = total effect, ¢’ = direct effect
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The final mediation analysis was based on the Baron and Kenny (1986) method. The results indicate that:

e Patha (L PT — L ESG) is not statistically significant.

e Paths b and c are statistically significant.

e Although ¢’ (direct effect) is lower than ¢ (total effect), the lack of significance in path a suggests that sustainability
disclosure does not mediate the relationship between proactive tax planning and firm value.

— Hypothesis 4 is rejected.

5. Discussion and Conclusions

The findings of this study, titled “The Mediating Effect of Sustainability Disclosure on the Impact of Proactive Tax Planning
on Firm Value: An Empirical Evidence from ESG100 Index,” support the discussion and conclusion as follows:

Hypothesis 1: Proactive Tax Planning — Sustainability Disclosure

The results indicate that proactive tax planning has no significant effect on sustainability disclosure, and thus, Hypothesis 1
is rejected. This finding suggests that ESG disclosure in Thailand may be largely narrative in nature, lacking the financial
detail necessary to reflect the effects of proactive tax strategies (Thanjunpong et al., 2018). Firms and investors may
understand that proactive tax planning does not align well with ESG strategies (Cowan & Cutler, 2023). According to
stakeholder theory, executives should not only prioritize internal stakeholders but also external ones—such as customers,
communities, and government entities—who are all affected by corporate actions (Chatiwong, 2017; Detnakarin, 2017).
Therefore, companies may issue sustainability reports to satisfy societal expectations, even if such reports complicate tax
planning efforts (Thanjunpong et al., 2018). However, shareholders may deprioritize ESG disclosure due to its associated
costs (Tasnia et al., 2020). Additionally, adapting international tax strategies for use in Thailand may be difficult due to
differences in legal structures, cultural norms, and traditions. Thus, the government should actively support income and
environmental tax policies to promote corporate responsibility (Poonpool & Plukphonngam, 2020). These contextual factors
may explain why this study’s findings differ from previous research: in Thailand, proactive tax planning appears to have no
measurable effect on sustainability disclosure within ESG100-listed firms.

Hypothesis 2: Sustainability Disclosure — Firm Value

The results show that sustainability disclosure positively affects firm value, supporting Hypothesis 2. This finding is
consistent with signaling theory, which posits that the disclosure of relevant and credible information strengthens investor
decision-making (Chirakool et al., 2022). Numerous studies support the positive relationship between sustainability reporting
and firm value (e.g., Thanjunpong et al., 2018; Siminica et al., 2019; Aydogmus et al., 2022; Nguyen et al., 2022; Wu et al.,
2022). ESG disclosures signal ethical corporate behavior and reflect an organization’s culture and values (Xu et al., 2022).
This information is considered valuable by regulators, industries, and investors (Song, 2023). Companies that disclose ESG
information are viewed as socially and environmentally responsible. This enhances their public image and investor appeal,
ultimately leading to higher credit ratings, reduced financial costs, and increased firm value (Sookaram, 2022). Enhanced
transparency builds investor trust and reduces risk (Sriersan et al., 2024). Additionally, increasing investor demand for ESG-
aligned companies has led to greater corporate participation in ESG practices, contributing to long-term value creation
(Nguyen et al., 2022).

Hypothesis 3: Proactive Tax Planning — Firm Value

The analysis also reveals that proactive tax planning negatively affects firm value, supporting Hypothesis 3. This aligns
with prior studies (e.g., Thanjunpong, 2018; Christina & Alexander, 2018; Sribunruang & Sutthi, 2021), which suggest that
even though tax planning may increase net income, the associated costs—such as consultancy fees, legal risks, and penalties—
can outweigh the benefits (Bhagiawan & Mukhlasin, 2020; Wang, 2010). According to the trade-off theory, firms achieve
optimal capital structure when tax savings balance with debt obligations. If tax planning reduces financial flexibility or adds
excessive cost, it may decrease firm value (Nurhayati & Kartika, 2020). In Thailand, cost and transparency issues remain
challenges in implementing proactive tax planning. Additionally, the initial costs of ESG reporting are high (Friske et al.,
2023), and listed companies must adhere to a 20% corporate tax rate (Temboonprasertsuk, 2021). The Thaipat Institute’s
ESG100 rankings are based on relatively short observation windows. This study used only three years of data, which may
have affected the findings.

Hypothesis 4: Mediating Role of Sustainability Disclosure

The results show that sustainability disclosure does not mediate the relationship between proactive tax planning and firm
value. Therefore, Hypothesis 4 is rejected, in line with the mediation test criteria of Baron and Kenny (1986).
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There are several possible explanations for this:

1. Short ESG implementation period: ESG-focused evaluations in Thailand have only recently gained traction. This study
covered 2020-2022—a time when ESG investing became more prominent. The limited time frame and data volume may
not fully capture the dynamics between tax planning and sustainability reporting.

2. Measurement approach: Unlike many previous studies that use Tobin’s Q to represent firm value (Tobin & Brainard, 1976;
Jitkham & Yarana, 2022), this study employed stock price as the dependent variable. While stock price reflects market
perceptions and fair valuation (Kulsiriwanit, 2021; Ocharatporn, 2008), it may respond differently to ESG disclosures than
Tobin’s Q, contributing to the non-significant mediation result.

3. Contextual and cross-country differences: Most prior research has focused on developed economies like China (Huang et
al., 2024; Zhu et al., 2023), with fewer studies in developing contexts like Nigeria (Aribaba et al., 2019) or Thailand
(Prempanichnukul, 2018). ESG priorities, costs, and investor expectations may vary across contexts.

In developing countries, high initial costs of sustainability reporting and differing stakeholder concerns limit the breadth of
ESG initiatives. Large firms might report ESG data primarily to attract capital rather than to support long-term sustainability
(Almashhadani & Almashhadani, 2023). Consequently, in the Thai context, sustainability disclosure is still emerging, and the
high reporting costs may reduce its role as a mediator between tax planning and firm value.
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