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DO THE LARGEST VIETNAMESE CORPORATE INCOME
TAXPAYERS AVOID TAXES?

Pham Thi Hong Quyen
University of Economics, Hue University, Vietnam
pthquyen@hce.edu.vn, +84912752527

ABSTRACT

This study aims to assess the prevalence of tax avoidance practices among
Vietnam's largest corporate income taxpayers, while also comparing these
behaviours across different industries. Utilizing Effective Tax Rate (ETR)
indicators-including Accounting ETR, Current ETR, Cash ETR, and Cash Flow
ETR-the research examines data from the largest non-financial corporate income
taxpayers listed on the Hochiminh Stock Exchange (HOSE) and Hanoi Stock
Exchange (HNX) from 2017 to 2022. The findings indicate that, despite being
significant contributors to tax revenue, these companies employ legal tax
avoidance strategies to reduce their tax liabilities, as reflected in the lower
Accounting and Current Effective Tax Rates (ETR). Conversely, the Cash ETR
and Cash Flow ETR do not show similar avoidance tendencies due to their
differing measurement approaches. Furthermore, the degree of tax avoidance
varies by industry, with the Ultilities sector exhibiting the highest level of
avoidance, while the Industrial sector shows the least. No significant regional
differences were noted. These results underscore the need for tax authorities to
refine their management strategies and enhance oversight to mitigate tax
avoidance, thereby laying a foundation for future research on the determinants of
such practices.

Keywords: Corporate income tax; Effective tax rate; Largest taxpayers;
Tax avoidance

JEL codes: H26

1. INTRODUCTION

Tax is the largest source of revenue in the state's total budget, surpassing other
sources such as loans, foreign aid, the sale of national resources, and other revenues.
It is also essential for the state to maintain revenue to meet people's needs (World
Bank, 2023). However, to survive and develop under the pressure of fierce
competition in the context of global economic integration, businesses must
continually strive to optimize financial benefits; therefore, tax avoidance becomes
one of the key measures to achieve this goal (Lee & Kao, 2018). Tax avoidance will
erode the tax base, reduce revenue, limit the ability to invest in public services, and
compromise the provision of public services, thereby destabilizing the budget
balance (Slemrod, 2004). When tax revenue decreases, pressure will be put on
increasing revenue from other sources or cutting public spending, potentially causing
risks to the slow development of infrastructure and education, key factors for

sustainable growth. In the long term, this can hinder sustainable economic
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development. This is true for most countries, especially developing and
underdeveloped countries, including Vietnam.

According to IMF statistics (2019, 2021, 2023), Corporate Income Tax (CIT)
plays a vital role in budget revenue, contributing approximately 17-20% of
Vietnam's total domestic revenue (excluding revenue from crude oil) from 2018 to
2022. In addition, the General Department of Taxation of Vietnam (2023) reported
that the majority of CIT revenue comes from large enterprises; Specifically, in the
period 2018 - 2022, the large enterprise sector (including 1,000 enterprises in the
V1000 list announced by the General Department of Taxation), although accounting
for a tiny proportion of the total number of operating enterprises, equivalent to about
0.2%, contributed relatively large amounts to the total state budget revenue from
corporate income tax, approximately 60%. It can be seen that the loss of tax revenue
from this enterprise sector will significantly affect the national budget. Do these
enterprises engage in tax avoidance activities? This is an urgent question that
requires an immediate answer. In short, large enterprises make a significant
contribution to the total state budget revenue. However, tax management activities
for large enterprises are becoming increasingly complex and complicated as Vietnam
faces significant challenges related to tax compliance and risk management for large
enterprises (Nguyen Van Phung and Nguyen Thi Ngoc Lan, 2020). There are very
few studies on tax compliance risks or tax avoidance activities of large taxpayers in
developing countries, including Vietnam.

Therefore, to diversify the empirical evidence on tax avoidance research in the
world in general and in Vietnam in particular, the topic decided to approach large
taxpayers that are in the list of 1000 largest taxpayers published by the General
Department of Taxation and listed on the Vietnam Stock Exchange, except for
enterprises operating in the financial and banking sectors because the specific
characteristics of these types of enterprises are not suitable in terms of data for
comparison as well as developing research variables. Approaching a sample of hefty
corporate income tax-paying enterprises can be considered a new study point.

2. CONCEPTUAL FRAMEWORK

2.1. Definition of Tax avoidance

In the field of tax research, many scholars have defined “tax avoidance” to
clarify the strategic aspects, methods, and goals of optimizing an enterprise's tax
burden within the legal framework. Specifically, Scholes and Wolfson (1992)
described tax avoidance as the arrangement of transactions and financial structures to
exploit loopholes in the tax system, thereby reducing tax obligations without
violating the law. According to Hines and Rice (1994), multinational corporations
engage in tax avoidance by shifting profits from high-tax regions to low-tax regions,
thereby exploiting the differences between international tax systems.

Desai and Dharmapala (2006) expanded the concept by defining tax
avoidance as the process of adjusting transaction and financial structures to lower the
effective tax rate (ETR) and thereby increase the value of the enterprise. In parallel,
Hanlon and Heitzman (2010) introduced tax avoidance measures, such as the

340



International Conference 2025: Economic and Business Development in the New Era

Effective Tax Rate (ETR) and Book-Tax Difference (BTD), to clarify the
relationship between tax policy and corporate financial behaviour.

Many other studies (Minnick & Noga, 2010; Lanis & Richardson, 2011;
Richardson et al., 2015; Hoseini et al., 2019) agree that tax avoidance is the process
of designing and arranging transaction, financial and accounting structures to exploit
tax incentives and inconsistencies, thereby legitimizing the reduction of tax
obligations. On a broader level, some scholars argue that tax avoidance is not only
an accounting practice but also a comprehensive strategy, in which enterprises
combine tax incentives and governance reforms to optimize business performance
within the legal framework (Armstrong et al., 2015; Abdul Wahab et al., 2017; Hsieh
et al., 2018). In Vietnam, recent studies by Kalbuana et al. (2023), Ha Kieu Oanh
(2021), and Pham et al. (2024) also confirm that tax avoidance is a strategy used to
optimize tax obligations by exploiting loopholes and incentives within the current
tax system.

In short, tax avoidance is a complex financial strategy designed to optimize
tax liability and increase corporate value within the legal framework, which differs
significantly from tax evasion — an illegal behavior involving measures such as not
declaring income, falsifying expenses, or creating false records (Dover et al., 2015;
Slemrod & Yitzhaki, 2002). This view has been widely agreed upon and supported
by numerous studies, including those by Graham and Tucker (2006), Desai and
Dharmapala (2009), Chen et al. (2010), Armstrong et al. (2015), Abdul Wahab et al.
(2017), and Hsieh et al. (2018).

2.2. Tax avoidance measurement

The effective tax rate (ETR) and the difference between accounting profit and
taxable income (BTD) are two standard measures in tax avoidance research. These
measures capture different aspects of tax avoidance, but neither fully encapsulates
corporate tax avoidance behaviour. Lietz (2013) has categorized tax avoidance
measures within the conceptual framework of corporate tax planning, with ETR-
based measures positioned on the left side, aligning with the thematic concept of tax
avoidance.

Table 1. Proxy variables measuring tax avoidance based on effective tax rates

Variable name Calculation formula
. Total corporate income tax expense/Pre- | Hanlon & Heitzman (2010);
Accounting ETR tax accounting income Pham et al. (2024)

Current corporate income tax expense/

Current ETR .. Salihu et al. (2013)
Pre-tax accounting income

Cash ETR Corporqte income tax paid/ Pre-tax Chen et al. (2010);
accounting income Dyreng et al. (2010)
Total corporate income tax expense/Net Zimmerman (1983);

Cash Flow ETR cash flow from operating activities Salihu et al. (2013)

(Source: Author's synthesis, 2024)

In Vietnam, corporate income tax is calculated based on the product of taxable
income and the statutory tax rate, using mainly audited financial statements.
Information relating to accounting profit before tax, tax expense, current tax
expense, tax payment amount, and net cash flow from the company's business
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activities is publicly disclosed. Therefore, this study employs a combination of ETR-
based measures, including Accounting ETR, Current ETR, Cash ETR, and Cash
Flow ETR, to assess the tax avoidance behaviour of Vietnamese companies. The
choice of ETR-based measures is consistent with the study's objective, which is to
evaluate a company's overall capacity to minimize its tax burden without detailing
the specific nature of its activities.

2.3. Relevant Theories

Theories of corporate tax avoidance offer comprehensive insights into how
firms strategically optimize their tax liabilities through legal planning and risk
management. The Tax Optimization Theory, rooted in the foundational work of
Modigliani and Miller (1958) and further refined by Desai and Dharmapala (2006),
posits that companies strive to minimize tax expenses in order to maximize after-tax
profits and enhance sharecholder value. Multinational corporations often reduce their
tax burdens by shifting profits to jurisdictions with lower tax rates, utilizing transfer
pricing and exploiting tax havens. At the same time, they carefully balance the
benefits of tax reduction against potential legal risks, such as audits, within the
constraints of existing regulations, as highlighted by Hanlon and Heitzman (2010).

Complementing this view is the Corporate Governance Theory, which
emerged from the research of Jensen and Meckling (1976). This perspective posits
that a company’s internal oversight and accountability quality significantly affects its
tax avoidance behaviour. Firms with weaker governance structures may pursue
aggressive tax avoidance strategies to secure short-term gains, despite the long-term
risks of reputational damage and financial penalties. In contrast, companies with
robust and transparent governance systems tend to adopt more conservative tax
policies, minimizing the extent of tax avoidance. This idea is supported by research
from Lanis and Richardson (2012), which suggests that responsible boards and
effective control processes play a crucial role in curbing risky tax management
practices.

Another key framework is the Legal Environment and Regulation Theory.
This theory emphasizes that the variability and ambiguity in legal frameworks across
different jurisdictions create exploitable gaps in the tax system, allowing for
opportunities for tax evasion. Slemrod (2001) contends that inconsistent enforcement
and vague rules enable companies to shift profits more easily to low-tax regions,
thereby reducing their overall tax liabilities.

The Financial Incentive Theory also suggests that financial motivations
primarily drive corporate tax avoidance. Desai and Dharmapala (2006) argue that
reducing tax obligations allows companies to free up capital for investment in new
projects or to distribute higher dividends, which is particularly crucial for firms
operating with slim profit margins. This financial flexibility can provide a significant
competitive edge in dynamic markets.

In summary, corporate tax avoidance is a multifaceted phenomenon
influenced by financial incentives, the quality of corporate governance, and the legal

and regulatory landscape. Companies focus on maximizing immediate profits,
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mitigating risks, and creating long-term value by employing diverse strategies to
minimize their tax liabilities.

3. RESEARCH METHODS

3.1. Research data

The study utilizes data from 2017 to 2022, focusing on 125 listed companies
identified as part of the top 1,000 largest corporate income tax payers, as listed in the
annual public report provided by the General Department of Taxation. To maintain
data integrity, the study excludes all firm-years that report negative pre-tax profits
and observations with effective tax rates (ETRs) that fall outside the range of 0 to 1.
These outlier values result from negative or excessively small denominators, which
can lead to negative ETR, values of zero, or values exceeding one, situations that are
not economically meaningful. Tax efficiency studies commonly exclude such cases
to prevent distributional distortions and minimize type I errors (Hanlon & Heitzman,
2010; Frank et al., 2009; Minnick & Noga, 2010; Blaylock et al., 2012). After
cleansing the data, the final dataset comprises 381 firm-year observations used for
analyses comparing the effective tax rate (ETR) with statutory tax rates (STR).

3.2. Data analysis techniques

Descriptive Statistics:

The statistics compare the companies' mean effective tax rate (ETR) with the
corporate income tax rate prescribed by law (STR). According to Vietnamese tax
law, the corporate income tax rate is 20% during the research period. If the ETR is
lower than the STR, companies are likely to engage in tax avoidance. Additionally,
the more significant the difference between the mean ETR and STR, the more the
company avoids taxes. Conversely, the smaller the difference between the mean
ETR and STR, the less the company avoids taxes.

Comparing the mean effective tax rate (ETR) to the statutory rate (STR)
serves as a widely accepted benchmark for assessing tax erosion at the systemic level
(Hanlon & Heitzman, 2010). This metric aligns closely with the paper's objective: to
estimate the loss of corporate income tax revenue among the largest taxpayers as a
group, rather than focusing on individual firms. Its utility is well demonstrated in the
work of Dyreng et al. (2008), which highlights that the mean cash ETR—-STR gap
identifies 25% of U.S. firms that maintain long-term cash tax rates below the
statutory rate. Additionally, the OECD has recognized the mean Effective Tax Rate
(ETR) as a key indicator in BEPS Action 11 (OECD, 2015). Consequently,
comparing the mean ETR to the STR threshold is consistent with academic practice
and provides a solid quantitative foundation for policies aimed at mitigating
corporate income tax loss.

Given that firm-specific tax incentive data are often not fully disclosed, it is
standard practice in studies to use the general tax rate (20% in Vietnam)-the
headline rate-as the recommended benchmark when micro-incentive data are
unavailable (Hanlon & Heitzman, 2010; Atwood et al., 2012). Even if a firm
benefits from a 10—15% incentive, if its effective tax rate (ETR) remains below
20%, measurement error tends to reduce the ETR-STR difference rather than
exaggerate it, introducing a bias toward zero and rendering the analyses more
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conservative (Wooldridge, 2010). Moreover, projects eligible for incentives
constitute only a small fraction of listed firms (Ministry of Finance, 2024),
making any residual bias economically insignificant. Therefore, the general tax
rate threshold of 20% is not only empirically feasible and statistically
conservative but also entirely in line with international research practices.

Test of the mean value:

- Test of Mean Value ETR: Compare the mean value of the Effective Tax
Rate (ETR) with the Statutory Tax Rate (STR) using a One-sample T-Test, with
the hypotheses Hy: ETR = 0.2 and H;: ETR # 0.2. If the significance level (Sig.)
is greater than 0.05, there is insufficient evidence to reject HO, indicating that
ETR equals STR and the company is not evading taxes. If the significance level is
less than 0.05, we reject Hy, meaning that ETR differs from STR. The mean
difference will indicate whether ETR is higher or lower than STR, providing an
assessment of the level of tax avoidance. While the research hypothesis suggests a
lower Effective Tax Rate (ETR) compared to the Statutory Tax Rate (STR), the
paper employs a two-tailed test to maintain scientific validity across three key
aspects. First, employing a two-tailed test imposes a more stringent rejection
threshold, thereby minimizing the risk of Type I error, particularly in the context
of a large sample size (Angrist & Pischke, 2009). Second, accounting data may
indicate an effective tax rate (ETR) exceeding 20% due to deferred tax recovery
or collection. A two-tailed test enables the identification of both increases and
decreases in the ETR-STR gap, ensuring that significant economic insights are not
overlooked (Blaylock et al., 2012). Third, this approach aligns with the practices
of foundational studies, such as those by Dyreng et al. (2008) or Lanis and
Richardson (2011), which is crucial for maintaining the comparability of results in
academic reviews. Thus, the choice of a two-tailed test is both statistically
conservative and in line with international research standards.

- Analysis of the comparison of Effective Tax Rate (ETR) between groups:
The study employs one-way ANOVA with the following hypotheses: Hy, the mean
ETR of the groups is the same, and H;, the mean ETR of the groups is different. If
the significance level (Sig.) is less than 0.05, it indicates a statistically significant
difference in ETR between groups, meaning there is a statistically significant
difference in tax avoidance. Conversely, there is no difference if the significance
level is more than 0.05. Before this, Levene's test was conducted to check the
uniformity of variance between groups, and the appropriate test (Welch or ANOVA)
was chosen based on the test results.

4. RESULTS AND DISCUSSION

4.1. Measuring the tax avoidance of the largest Vietnamese corporate
income taxpayers

Table 2. Statistics of the variable mean value

Variables Numbe.r of Min Max Mean Sta.nd.ard
observations deviation
Accounting ETR 381 0.0029 0.7459 0.1814 0.0626
Current ETR 381 0.0008 0.7459 0.1839 0.0648
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Cash ETR 381 0.0072 0.8592 0.1913 0.0958
Cash Flow ETR 381 0.0011 0.9810 0.2207 0.1732
(Source: Research results, 2025)
This analysis aims to determine whether companies implemented tax

avoidance during the research period. To achieve this, the study conducts statistical
tests, comparing the mean value of the effective corporate income tax rate (ETR)
with the statutory corporate income tax rate of 20% in Vietnam.

The average ETR values presented in Table 2 suggest that companies may
have engaged in tax avoidance activities during the research period, as assessed using
the Accounting ETR, Current ETR, and Cash ETR metrics, since the mean values of
these indicators fall below the Vietnamese statutory tax rate of 20%. The increasing
level of tax avoidance by companies is indicated by the decreasing mean value of
effective tax rates (ETR), with Accounting ETR (Mean = 0.1814), Current ETR
(Mean = 0.1839), and Cash ETR (Mean = 0.1913) exhibiting this trend. In contrast,
the Cash Flow ETR (Mean = 0.2207) does not appear to capture such tax avoidance
behaviour, as its average exceeds the statutory rate.

Table 2 reveals that the Effective Tax Rate (ETR) indices show significant
variation from the statutory tax rate of 20%. This discrepancy reflects legitimate
mechanisms within the Vietnamese tax system, rather than any data biases, and
clearly illustrates the dispersion within the sample. The lower bound occurs in years
when businesses benefit from tax exemptions or reductions, or when they can offset
losses, resulting in tax expenses that are nearly zero despite reporting positive profits.
Conversely, the upper bound is seen when accounting profits are close to break-even;
however, taxable income is increased by non-deductible expenses, resulting in tax
expenses that approximate pre-tax profits.

Table 3 reveals that the t-test results for the Accounting ETR (Sig = 0.000),
Current ETR (Sig = 0.000), and Cash Flow ETR (Sig = 0.020) are all significant at
the 5% level, indicating a statistically significant difference between the mean
values of these indices and the statutory tax rate of 20%. However, only the
Accounting ETR and Current ETR exhibit negative mean differences (Accounting
ETR’s mean difference = -0.0186, Current ETR’s mean difference = -0.0161),
suggesting that the effective tax rates measured by these indices are below the
statutory rate and that companies may have engaged in tax avoidance during the
study period. Notably, the absolute mean difference is more significant for the
Accounting ETR than the Current ETR (JAccounting ETR’s mean difference| =
0.0186 > |Current ETR’s mean difference| = 0.0161), implying a greater degree of
tax avoidance as captured by the accounting measure. In contrast, the Cash Flow
ETR has a positive mean difference (0.0207), indicating that the effective tax rate
based on this index exceeds the statutory rate, which does not support evidence of
tax avoidance. Additionally, the t-test for the Cash ETR (Sig = 0.077) is above the
5% significance threshold, showing no statistically significant difference from the
statutory tax rate of 20%. This means there is no basis to assert that companies
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engaged in tax avoidance during the study period when assessed by the cash
effective tax rate (Cash ETR).

Table 3. Test of the variable mean value
Test value = 0.2

Variables ¢ df Sig. [Mean difference 95% Confidence
Lower Upper
IAccounting ETR -5.804 | 380 | 0.000 -0.0186 -0.0249 -0.0123
Current ETR -4.843 | 380 | 0.000 -0.0161 -0.0226 -0.0096
Cash ETR -1.775 | 380 | 0.077 -0.0087 -0.0184 0.0009
Cash Flow ETR 2.332 380 | 0.020 0.0207 0.0032 0.0381

(Source: Research results, 2025)

In the context of Vietnam's largest corporate income taxpayers, scale
characteristics, complex financial structures, and diverse revenue sources present
unique challenges in measuring tax avoidance activities. The variance in the ability
to assess tax avoidance behaviour among companies stems from the measurement
mechanisms employed for the indicators in question. Specifically, indicators such as
the Accounting ETR and Current ETR rely on data recorded in financial statements,
which directly reflect tax adjustments to reduce tax liabilities and are less influenced
by external factors. This approach is particularly well-suited for large enterprises,
where financial reporting tends to be standardised and rigorously controlled,
allowing for the clear identification of tax reduction strategies. In contrast, Cash ETR
and Cash Flow ETR are significantly impacted by factors related to the timing of
payments, methods of tax transfers, and fluctuations in cash flow due to the diverse
and intricate nature of these large enterprises' business activities. These elements can
obscure direct comparisons between the statutory tax rate and the actual tax paid,
ultimately diminishing the effectiveness of detecting tax avoidance measures through
these indicators.

Given Vietnam's largest taxpayers' operational and financial management
characteristics, the Accounting ETR and the Current ETR are more effective tools
for measuring tax avoidance activities. These metrics directly reflect the optimization of
tax obligations through adjustments made in financial statements. Consequently, this
study will conduct an in-depth analysis on two measures-Accounting ETR and
Current ETR-to better identify differences in tax avoidance behaviour among
business groups.

4.2. Tax avoidance of the largest Vietnamese corporate income taxpayers in
different aspects

4.2.1. Differences in tax avoidance among companies by field

Table 4 demonstrates that while the effective tax rates (ETR) vary across
industries, all are below the statutory tax rate of 20%. This indicates that companies
in different sectors have reduced their tax burdens during the study period, albeit to
varying degrees.
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The Utilities industry has the lowest average Effective Tax Rate (ETR),
reflecting the highest level of tax avoidance, as indicated by Accounting ETR (mean
= 0.1566) and Cash Flow ETR (mean = 0.1624). Conversely, the Industrial sector
reports the highest average ETR, suggesting it avoids the least taxes when measured
by Accounting ETR (mean = 0.1877). Additionally, the Other industry exhibits the
least tax avoidance, as evaluated by the current effective tax rate (mean = 0.1947).
These variations may stem from the distinct operational characteristics of each
industry and the differing methodologies used to calculate the measurement indicators.

Table 4. Statistics of mean values of ETR variables by business sectors

Fields Variables Numbel: of Min | Max | Mean Stal,ldz,‘rd Standard

observations deviation| error

ndustrials |Accounting ETR 119 0.0029(0.5287(0.1877| 0.0529 0.0048
Current ETR 119 0.0008{0.3019(0.1877| 0.0494 0.0045

Materials Accounting ETR 75 0.044210.7459(0.1860| 0.0950 0.0110
Current ETR 75 0.044210.7459(0.1855| 0.0953 0.0110

Consumer |Accounting ETR 77 0.0770[0.2917|0.1854| 0.0388 0.0044
Goods Current ETR 77 0.0770(0.2823(0.1870| 0.0398 0.0045
Consumer |Accounting ETR 13 0.063410.2844(0.1805| 0.0734 0.0204
Services Current ETR 13 0.0436(0.2868|0.1884| 0.0874 0.0243
Utilities Accounting ETR 59 0.050410.3246|0.1566| 0.0589 0.0077
Current ETR 59 0.0477(0.3270(0.1624| 0.0612 0.0080

Other IAccounting ETR 38 0.1005[0.2578(0.1833| 0.0419 0.0068
Current ETR 38 0.0756(0.4758(0.1947| 0.0685 0.0111

(Source: Research results, 2025)
Levene's test indicates that the variances of Accounting ETR and Current ETR
are significantly different, with Sig values of 0.004, which is below the 5%
significance level (Table 5). Therefore, the study employs Welch's test for both
indicators to conclude that there is a significant difference in average ETR values
across different industries.
Table 5. Levene's test of variables by business sectors

Variables Levene test df1l df2 Sig.
Accounting ETR 3.471 5 375 0.004
Current ETR 3.555 5 375 0.004

(Source: Research results, 2025)
The p-value obtained from the Welch test (Table 6) for the Accounting ETR is
below 0.05, indicating a statistically significant difference in the mean ETR across
various industries. This finding suggests that tax avoidance activities vary among
companies operating in different sectors. Each industry possesses unique operational
characteristics, which create distinct "opportunities” for tax avoidance. Consequently, it
is reasonable to expect differences in tax avoidance behaviour among firms across
industries. Specifically, the average Accounting ETR values presented in Table 4
reveal that companies in the Industrial sector are the least tax-avoidant. In contrast,
those in the Utilities sector tend to exhibit the highest levels of tax avoidance.
In contrast, the p-value from the Welch test (Table 6) for the Current ETR
exceeds 0.05, indicating insufficient evidence to assert a difference in the mean ETR
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between industries. In other words, when assessing tax avoidance through the lens of
the Current ETR, there appears to be no significant difference in tax avoidance levels
across different industries.

Table 6. Welch test of variables by business sectors

Variable Statistic® df1 df2 Sig.
Accounting ETR 2.549 5 86.410 0.034
Current ETR 1.817 5 84.079 0.118

(Source: Research results, 2025)
4.2.2. Differences in tax avoidance among companies by regions
The data in Table 7 regarding the mean ETR values indicate that companies
operating in various regions demonstrated differing degrees of tax avoidance during
the study period. Both measures reflect a consistent trend across these regions.
Notably, companies in Vietnam's Central region exhibited the highest level of tax
avoidance, as evidenced by the lowest mean effective tax rates (Accounting ETR’s
mean = 0.1774; Current ETR’s mean = 0.1791). The accounting ETR revealed a
more pronounced trend of tax avoidance, reflected in its lower mean value. In
contrast, companies in the Northern region also tended to avoid taxes, with mean
ETR values of 0.1869 for Accounting ETR and 0.1870 for Current ETR. Although
the Accounting ETR in this region showed a higher level of tax avoidance with a
lower mean value, the difference between the two indices was not substantial.
Table 7. Statistics of mean values of ETR variables by regions

Regions Variables Numbel: of Min Max | Mean Stal_lda_lrd Standard
observations deviation| error
North |Accounting ETR 125 0.0029 | 0.7459 | 0.1869 | 0.0803 0.0072
Current ETR 125 0.0008 | 0.7459 | 0.1870 | 0.0776 | 0.0069
Central Acco unting ETR 32 0.0770 | 0.2979 | 0.1774 | 0.0425 0.0075
Current ETR 32 0.0770 | 0.2979 | 0.1791 | 0.0434 | 0.0077
South |Accounting ETR 224 0.0442 | 0.4747 | 0.1789 | 0.0530 | 0.0035
Current ETR 224 0.0442 | 0.4758 | 0.1829 | 0.0595 0.0040

(Source: Research results, 2025)
The Levene test's Sig-value (Table 8) for both Accounting ETR and Current
ETR exceeds 0.05, indicating that the variance between regions is homogeneous.
Thus, the study concludes with the F-test (ANOVA) for both indicators.
Table 8. Levene test by regions

Variables Levene test dfl df2 Sig.
|Accounting ETR 1.247 2 378 0.289
Current ETR 1.184 2 378 0.307

(Source: Research results, 2025)
The F-test Sig values of the two indices are > 0.05 (Table 9), meaning there
is no difference in the mean ETR values between different regions. Thus, there is no
difference in the level of tax avoidance between companies in different business
regions.
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Table 9. ANOVA test of the variable by regions

Sum of Squares| df Mean F Sig.
Square
Between groups 0.006 2 0.003 0.726 | 0.485
\Accounting ETR [Within groups 1.482 378 0.004
Total 1.488 380
Between groups 0.002 2 0.001 0.255 | 0.775
Current ETR (Within groups 1.594 378 0.004
Total 1.596 380

(Source: Research results, 2025)

5. CONCLUSION AND RESEARCH IMPLICATIONS

This study employs Effective Tax Rate (ETR) indicators to assess whether
Vietnam's largest corporate income tax payers have engaged in tax avoidance during
the specified period. Additionally, it aims to compare tax avoidance behaviours
across various industries and operational sectors. The practical significance of this
research lies in the essential role that large tax contributors play in generating budget
revenues from corporate income tax, which is vital for promoting the country's
sustainable development.

The research findings indicate that, although the largest companies in Vietnam
are recognized as significant contributors to tax revenue, they still engage in tax
avoidance practices. These companies employ various strategies to optimize their
after-tax profits and enhance their competitiveness. Due to their substantial scale and
resources, they can identify and exploit legal loopholes within the existing tax
framework, enabling them to implement complex transaction structures. Such
strategies include shifting profits to low-tax jurisdictions, capitalizing on tax
incentives, and utilizing a range of tax planning techniques. Often, these firms
maintain teams of tax, financial, and legal experts with extensive experience,
ensuring that their methods for reducing tax liabilities remain compliant with legal
standards. They carefully evaluate the benefits of tax savings against potential legal
risks. As a result, these companies alleviate their financial burdens, generate capital
for strategic investments, increase shareholder value, and strengthen their market
positions, particularly in the context of global economic integration.

The research findings suggest that various metrics can offer distinct insights into
corporate tax avoidance activities. For example, Vietnam's largest non-financial
corporate income tax payers, listed on the HCM Stock Exchange (HOSE) and Hanoi
Stock Exchange (HNX) from 2017 to 2022, appear to engage in tax avoidance when
assessed using the Accounting ETR and Current ETR. Conversely, the Cash ETR and
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the Cash Flow ETR do not suggest tax avoidance during the study period. This
discrepancy arises from the methodologies employed to calculate these metrics.
Therefore, to gain a comprehensive understanding of companies' attitudes toward their
tax obligations, it is crucial to employ multiple proxy variables to prevent drawing
incorrect conclusions.

The extent of tax avoidance varies significantly across different industries.
The Utilities sector demonstrates the highest level of tax avoidance, whereas the
Industrial sector exhibits the least tax avoidance when assessed by the Accounting
Economic Tax Rate (ETR). Given these findings, tax authorities should contemplate
implementing appropriate management strategies and enhanced oversight to mitigate
tax avoidance in targeted industries. Furthermore, there seems to be no notable
difference in tax avoidance levels among companies across various regions.

Based on the findings of this study, further in-depth research will be
conducted to identify the factors influencing companies' decisions regarding tax
avoidance. The results of this study can help policymakers and tax authorities refine
tax policies and implement effective management strategies to minimise tax
avoidance.
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