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Abstract

This study examines the effects of halved imputation tax credits and wealthy tax on
the dividend polices of listed companies in Taiwan, and tests whether family and non-
family firms would respond differently to the impacts of these tax reforms. We find that
firms with high imputation credit ratios and high shareholdings of individual directors
and supervisors have a relatively higher dividend payout ratio in the year before the tax
reforms, and that the result is only prevalent among family firms. Conversely, we find that
after the tax reforms, family and non-family firms with high imputation credit ratios and
high shareholdings of individual directors and supervisors did not pay relatively lower
dividends, with their dividend payout ratios being insignificantly different from those
other types of firms. Finally, our additional analyses indicate that firms affected by the tax
reforms pay relatively high dividends in the period preceding the tax reforms and pay less
dividends after the reforms, consistent with the tax clientele theory. However, this result
is only significant for non-family firms, suggesting that family firms are more concerned
about non-tax costs than non-family firms in deciding whether to change their dividend
policies in response to the tax reforms.
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AR B 8 2 R MR R & B H M B e e i o 8 - AL ERE R
ReJRe iR - BASGE—3 DL &Sl 2 A EASCZ e iE - AR E

i 2 I -

&3 MEREE

DIV PRE POST DIR_.H ICR_H

DIR.  PRExDIR_ POSTxDIR_
HXICR H HxICR.H  HxICR_H

DIV
1
PRE 0.01
(0.56) 1
POST 0.08 -0.37
(0.00) (0.00)
DIR_H 004 000 o001
(0.00) (0.95) (0.61)
ICR_H 039 000 000 007
(0.00) (1.00) (0.72) (0.00) 1
DIR_H x ICR_H 027 000 000 061 0.0
(0.00) (0.82) (0.65) (0.00) (0.00)
PRExDIR HxICR H 012 049 -018 020 020 033
(0.00) (0.00) (0.00) (0.00) (0.00)  (0.00) 1
POSTxDIR HxICR.H 018 -0.16 042 037 037 061 -0.08
(0.00) (0.00) (0.00) (0.00) (0.00)  (0.00) (0.00)

i BEHCERFRKR2-

7 4 YR AT IR AR B & AT TR » 2 )2 7 A R A ) 38 o 1 Bl R e A1
BUORHVE R - R 4 8 (1) 2 EREXWESSRAIH - BiEmME - E L
TR BIGAS & 78 AT AR AR R R & AR it R — 7 A B EL R F R - B A
FHRMREERCE R E A Z TR 2 ie LA 2 A BERE £ 2 - 2R
F 4155 (2) 1 » PRE x DIR_H,, x ICR_H Z USR8 BEE 2 IE{E (p-value = 0.08)
BURNZ BMBHHR LR A E ARE R N2 A (SRR HEREEA
FrERIRERIAT] ) TEME IR S T — A B S A 3 R A Eo At A R s
DAR it il e 17 T EL e B R 2

TEYEHI B AR5 » SIZE ~ FCF F: ROE BJ3E R (R 8 B By B & IR » BRI
A HHESRER S MREER@EZAE > HERA#ELCRRE - FFaRE
SCRRFT #8326 4 (Fama and French, 2001) » Ib4h » DEBT HY3E ER (R B BHE B &
BURABEILRAGESZAE - ERAERERIE - JREDEE SO Z B IRAERT (Rozeff,
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&4 FHIEREREF REARETI ARRANBR 8

1#3X (1) 13X (2)
Intercept -0.25" -0.40™
(-4.76) (-7.76)

PRE 0.01 -0.01
(0.84) (-0.47)

DIR_H, 0.01
(1.00)
ICR_H 017"
(15.94)

PRE x DIR_H, -0.03
(-0.92)

PRE x ICR_H 0.03
(0.95)
DIR_H, x ICR_H 0.04™
(2.60)

PRE x DIR_H, x ICR_H 0.07
(1.73)
SIZE 0.03” 0.03”
(8.51) (10.71)
FCF 0.63" 0.53"
(16.21) (14.43)
DEBT -0.49™ -0.44™
(-11.43) (-10.86)
GROWTH -0.01” -0.01”
(-3.72) (-2.53)
ROE 0.817 0.62"
(30.81) (25.27)

DUALITY -0.01 -0.01
(-0.78) (-0.83)
AUDIT_COM 0.05" 0.06™
(4.46) (5.34)
DIR_NUM 015" 0.13"
(8.72) (8.00)

R? 0.24 0.31
Fi{& 374.68" 365.78"
BAEAIE 8,194 % 8,194 %

B FRTE 10% BREUKEE T RGE 5% BREUKE T RE 1% Bk -
BEYHCTERFBHR2  1EHRA tE - FEEMFTRIXA Petersen (2009) ## R IRRIF LR
(Cluster-adjusted Standard Error) f5IE/ARIR] » FERIREF/IIFEFERN=ERFEEEMREZ
FHEE o
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1982) © [fif AUDIT_COM J: DIR NUM 73Ul §F (28U BaE 2 1E{E - R al AR
Ul R BN F] R - IR SRR #837 —21 (Kiel and Nicholson, 2003; El-
magrhi et al., 2017) °

FEAh - ASCE—F DI SR E 2 5 Skl 52 2 BN B R 2 B N R R
FHEMREER A S &S AT T o AR - B RaR - X B A Fg T
AR AR K & AR T AT 2 5 BN B UHE s 2 Al (p-value = 0.01)
TN FF AR RER SR Ham -

7 5 PR TR AR S & AR T2 » /2 Fl 2 2 PR R il 38 i Ty R B e £
BRIV EFAGRE - HE S EX Q) ZEMEXEBERRIH - POST, ZiE R {7RE
R 2 IEE - RHEERTE - FRE LR SE v R AR X E AR E itk
G A - HAh - POST, x ICR_H x DIR_H, HJEEFREBURGIEE » AT
Mat L BEEN - BRI RS BB R (AR R LR E 2 A BIfE n IR AR
T R B N B T 1% 0 A A R A S e v o B R S R e LR 38 TR B
ZINEEEL o TEPERIEEEE sy 0 2 5 HERB I EEER RORE R 4 MHA - BUARSL
TEEGH -

Al 2 H i R ERE R EZ R A MBI LR R E AR E R K Z A

(e LR H B W AR RIRNS AT ) o (ER SR 2 RS2 iR e
FEENE o R T2 BN E e AR Z 7 BN B R AR nT IR AR S 8 AR T
A H R FBCR - AoUNE—F DIBiateE 2 T E 2 - Bt REn - 2%
B\ G AR TR AR S S AR T R R U E A Z B A1) (p-value = 0.03) -
HURBIEME - fEr] AR LR R E A E R - B il A w2 AR
A8 o B N R AR ISR R A SR 2 HE A B L e AR -

% 6 VIR F IR IR A R FE TR AR & A2 IE1T - BB
AT RABER Z B AE R - R 6 X (1) 2 ERE A EER S5 - PRE Z
EEFRBUR IEE - ARAWRZRHGT L2 BN RLBEMNE - AR IRE
F AR & E R B & E R B Y I8 kR 2 ERERE IS o AR
PRE x ICR_H x DIR_H, WJEEF{REUREEE Z IE(E (p-value = 0.08) » FERAHEH A HA
R FiEbZEM S - MENRLRGDS HES AR RS2 R EEZE
TE TR BRI R E AT E e A8 O S d s Z B H » BRARSC{iRER H3 2 #EsmH
B o LN - FEIEFHERZEAIELSY » PRE x ICR_H x DIR_H, BB B R BURERET L
ZEAENE - AL HEREAMIER REEME - AR IR S L E AR
bR A JE S I AR SE AR B T — A G S & S O S = I o e et
BEl sy - HESASFEAEELRE 4 HHF -

TREEe 6 ZEEMEREH  ERERFEP B AR AR L E AR
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ARIEITREARRMERC R E

B3 (3) 13 (4)
Intercept -0.26*** -0.43***
(-5.09) (-8.23)
POST, 0.05*** 0.07**
(6.97) (5.11)
DIR _H, 0.00
(0.26)
ICR_H 0.20***
(15.06)
POST, x DIR_H, 0.01
(0.26)
POST,; xICR_H -0.05***
(-2.51)
DIR H, x ICR_H 0.05***
(2.52)
POST, x DIR_H, x ICR_H 0.00
(0.13)
SIZE 0.03*** 0.03***
(8.70) (10.80)
FCF 0.62*** 0.52%*
(16.07) (14.32)
DEBT -0.49*** -0.44**
(-11.57) (-10.97)
GROWTH -0.01*** -0.01**
(-3.72) (-2.39)
ROE 0.81*** 0.62***
(30.88) (25.18)
DUALITY -0.01 -0.01
(-1.02) (-1.08)
AUDIT_COM 0.03*** 0.04**
(2.90) (3.76)
DIR_NUM 0.14*** 0.13***
(8.49) (7.75)
8 0.25 0.29
Fi& 381.75*** 368.50***
BAERE 8,194 & 8,194 &

BT ORTOE 10% BEEOKE | T RITGE 5% MREKE T RTGE 1% BEKE -
BEHZITERBHR2 BRBE t{H - FEEHEHRIZF Petersen (2009) #F BIE@IZE£IR
(Cluster-adjusted Standard Error) f5IE/ARA] » FERMEF/IIFEFEN=EFHZEE MR
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EE R R ZAF (R ERITR R R R (A AR RS A ] ) e S Rl —
TR A > FER RSN AR AR Z 5537 - M rT AR LR e e B f
Rl LR B2 AF] > B R Al BARITR LR B AL 2 BN T AL AL
I3 —24 DA St 12 2 5 AR R IR S IR R IR A3 2 2 BN R e 15 & AE R ]
e — R H R FBOR - ot e CEBREARER  RIRERZZHVER
FIAE ] AR AT AR R X B AR 1T BT — R 2 I A ORI R B R R 2 5 BN ]
(p-value = 0.20) > XM > FES RS2 LB N FIAIE Al TR AU AR R F K B A it
{THI—F BB AR LB N R AR Z A (p-value = 0.01) - BH7RAE AT
IR AR -F S AR TR — S - B Bl 72 52 R R B T N A
FHCRZARD - FREFEF RESERTRE) -

R T YR G IR SE R R AR S AE PITHHER BRI & B AR R Z A BORIY B
AR o 3R T HIREFEE (3) 2RV E R Al A - POST, ZB R (R EL
REEZIEE - BURBENES - REERESEEE TR AR E ARE R
BRI - 2RI RIREZERA I (4) WEREGRER - POST, x ICR_H x
DIR_H, WRER (RERy IEMH - MR FRET B ZBEE (p-value = 0.72) - BURHEH
T TR s HE B R e LU R A = SR 2 - A& A ] TR AR R A B A
HhtR BB 2R o TAh - R T IEFIRAESER AT 3) ZHEEARE
7N 0 POST, ZMER{REUREE ZIE - Nk - BREINE - IERRESFEGAEAHER
BRI R ARUE IR (538 IS B 2RI - SR FARITIR LR & B Fr ke b
R IRF RSN S - AE A ERERRECE L E AR E R - QA &2 E
MBS (POST, x ICR_H * DIR_H,, ZWHBR{REORZEM T 2B - HRABOR
ERH AR 2 TR R (RS 2 -

ME R & B 58 A R AR PRET 2 B rT R AT R LU SRR K & AR R i 2 N F]

(RIS HE R (A AR R EHAT] ) 275 12 il 12 1 4 B R A1 L
R AR BRE AR R HERE AR RERENARZIN - miEliE i RE
R AR IR 8 = R ARAR BRI PR B B (] A7 e R 5 2 S RN R R <2 2]
AIFERITHE LE R R E A Z 2 - It - ASOIRE— B DU G e E 7 RS
IR RIEF IR L 2 BN Rl T G LR il S (R B HL A EOR - B RS
REUR > FIRAZEZ 25BN A TR R R B AR T 1% - H AR
REHE BN KRBT (p-value = 0.17) » R » FEREEFEZ 22BN Fa{ET]
THIERTARR - B = ARG 1T R EE BOR 2 B N R A B Z A (p-value =
0.089) - JH1E B e i R TR BN AE RIS R AR ) & AR T 7% - 3B iR =]
L2 BN R BB RN B IR IR DL - MR ER IR SE R g -

PrE R 6 MR T ZERBAARAA > IEFRERER L2 BN FGIRIEHREE
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&6 AHEREEEF REARETAIHARRAMBRZE-—BORKEEERIE

EJC S
EJILIE EFRELE

X (1) =X (2) #EX (1) =X (2)

Intercept -0.22 -0.41 -0.10 -0.36
(-3.34) (-6.12) (-1.44) (-4.35)

PRE 0.01 0.02 0.01 -0.05
(0.80) (0.59) (0.44) (-1.50)

DIR H, 0.02 0.00
(1.17) (0.22)
ICR_H 0.18" 017"
(12.32) (9.87)

PRE x DIR_H, -0.05 0.01
(-1.37) (0.21)

PRE x ICR_H 0.00 0.06
(0.09) (1.44)

DIR H, xICR_H 0.05" 0.02
(2.48) (0.94)

PRE x DIR_H, x ICR_H 0.09° 0.04
(1.75) (0.60)
SIZE 0.027 0.037 0.03” 0.04™
(5.24) (6.99) (7.59) (8.78)
FCF 0.66" 0.53" 057" 0.52"
(13.69) (11.65) (8.76) (8.39)
DEBT -0.38" -0.35" -0.66" -0.59"
(-7.19) (-6.87) (-8.92) (-8.45)
GROWTH -0.017 0.00 -0.017 -0.01"
(-2.54) (-1.41) (-2.72) (-2.33)
ROE 0.817 0.63" 0.817 061"
(25.54) (21.21) (16.93) (13.69)

DUALITY -0.03" -0.02' 0.02' 0.01
(-2.57) (-1.71) (1.83) (0.74)

AUDIT_COM 0.08" 0.08" 0.00 0.02
(4.69) (5.05) (0.26) (1.26)
DIR_NUM 0.16" 0.15" 0.017 0.08"
(7.08) (6.85) (4.53) (3.47)

R? 0.24 0.31 0.26 0.32
Fi& 239.60" 241.42" 131.717 120.92™
EZN N 5,186 % 5,186 % 3,008 & 3,008 &

3E T RE 0% BEEKE T RINE 5% BEEKE T RIRE 1% BBEKE o

BEH I ERBFR2 - ERAHE *?—E%Tﬁnﬂfﬂ*ﬁﬁ Petersen (2009) B RIS RIZ #
(Cluster-adjusted Standard Error) $51IE/ARIRI fﬁf’/”:']]isa?ﬂlf%%%EU_ﬂﬂﬁﬂﬁé’lﬁfﬁZ
THAEE o
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F 7 AIIEREZERF R EARMEITRH ARRNBE 2 E—ENFREEERIE
ELIME S
E LM ERIELE
13X (3) 3L (4) 13 (3) B3 4)
Intercept -0.23" -0.42” -0.27" -0.39”
(-3.52) (-6.31) (-3.26) (-4.79)
POST, 0.05" 0.07" 0.04™ 0.06™
(5.95) (4.06) (3.56) (2.88)
DIR_H, 0.01 0.00
(0.46) (-0.20)
ICR_H 0.20" 0.20"
(11.31) (9.59)
POST, x DIR_H, 0.00 0.02
(0.01) (0.56)
POST, x ICR_H -0.04" -0.05
(-1.74) (-1.59)
DIR_H, x ICR_H 0.05" 0.04
(2.26) (1.30)
POST, x DIR_H,x ICR_H 0.01 -0.02
(0.36) (-0.48)
SIZE 0.02™ 0.03" 0.03" 0.04™
(5.37) (7.03) (7.62) (8.91)
FCF 0.65" 0.52" 057" 0.52"
(13.49) (11.42) (8.73) (8.46)
DEBT -0.39" -0.35" -0.66™ -0.58™
(-7.36) (-7.04) (-9. 01) (-8. 39)
GROWTH -0.01” 0.00 -0.01™ -0.01"
(-2.53) (-1.31) (-2. 76) (-2. 16)
ROE 0.817 0.63" 0.81" 061"
(25.68) (21.27) (16.89) (13.50)
DUALITY -0.03" -0.02' 0.02' 0.01
(-2.740) (-1.90) (1.70) (0.62)
AUDIT_COM 0.06" 0.06™ 0.00 0.01
(3.31) (3.60) (-0. 30) (0.42)
DIR_NUM 0.16" 0.14™ 0117 0.08™
(6.80) (6.51) (4.14) (3.40)
R? 0.24 0.32 0.26 0.32
Fi& 246.60" 246.52" 133.53" 122.15"
BRAEAE 5,186 & 5,186 & 3,008 & 3,008 &
3T RTE 0% BEEKE T RTGE 5% BEEKE ;T RRE 1% BEKE o

%QﬁZE%‘énﬁniﬁ 20 fEEAtE *“Eﬁfﬁnﬂf%xﬁﬁ Petersen (2009) B R ISRIZ#
(Cluster-adjusted Standard Error) $S1IEARR ~ FERREF/FIFEFER= ﬂilﬁ%%ﬁé’ﬁfﬁz

1RAEE -
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SR FFEHIABOR » 2RI ASCH ARG R R ZRA TR HELZ 33 - HE
A RN E R R (& 5 B IR AT 2 R B R A BOR Z i 5e 3 5 (Gugler,
2003; Pindado et al., 2011) °

th ~ gINAIEL

AR bl R B REAS IR - AT ANIEERINAG R AT > Bl + (1) PAE
$rf 2 7284 (Difference-in-differences; DID) IALEITH R : (2) PRI £ 47
EHEITER - Q) AR LR HERE AR RIER a2 AF  BE1E
AR R AR b AR E 1% - B E SR IR 5 2 7 Ui 1 2 i S AL 8 o
Frigb 2 EE RS 5 (4) Tl ] HHER R BB AR E iR A FISNERF IR IR Z
BENRDL 5 (5) Tl AHTHER AR e E AT S A RIRMBERZ 8 25
KIA R Z INE R EERA R A AT 2252 5 (6) Ml R IR (b3 2 R i SR R R AR ST
HREmRZTE o AHREINAG AT -

— ~ Pl Rz 2 BE (Difference-in-Differences; DID) BAZUHET T B 58

ASCHGI B AR ER - NS - B BT 28 A R g R B
R RUSAE TR R BRI e &= AR 1T AT B s e AR - H R R IR R 1k
HEFTEE) - BRI BEAR E - JEREZ B R R R B A
MARZAE — ERETERER A EEEAFRRAEAE (LTEEEEHEA
F) DU Z BRI AR EL SRR R E AR E B /N2 AR — (R EEIIIR R E
FEEEAFRRIMER AR (DUNEREERHEAR]) A EHR 35 -
Tl HIASCE B AG R 2 BXF) % (Robust) » ASCHE— S FR = B 2 2 57 (Differ-
ence-in-differences; DID) HY4H72848 - (S A E Bl /A FIEL S IRAH A E] » 9T
SE R A A A B A SR SE R

=0 (5) K= (6) 437l FH LAk I E Bk /s =) e B HEAH 8 BT A mT R 3R AR bR
W RCE AT i B2 I AR B 8 iR - HoAR - TREATED FyRE B3 8 - 5k
AN TR e R AT B R R E AR Bz /=] (B ICR_H=1 H DIR_H,
=1.2/3F]) % » Bl TREATED &% 1 » &8I » TREATED 5% 0 - fRAZFHFURAE RR
ZHeqm - B FEG RGBT — F R R IR E 2 B » HARRR S
BB Z B H] - B - A SCTEI , VR #E 2 TEE » Hoo, JEREE ZATE -
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DIVit= o+ p1 PREir + 2 TREATEDi: + us PRE X TREATED:: + 4 SIZE is + us FCFt
+ us DEBTi + 7 GROWTHit + us ROEi + u9 DUALITY it + (1o AUDIT COMi
+ ui1 DIR NUMi + €ir %)

DIVii = wo + p1 POSTit + w2 TREATEDit + w3 POSTit x TREATEDit + w4 SIZE it + w5 FCFi
+ ws DEBTit + w7 GROWTHit + ws ROEit + w9 DUALITYit + w10 AUDIT COMi:
+ w11 DIR NUMit + €it ° (6)

EHEBERET (FY]%E) » PRE x TREATED 27 B iH e 8082 2 F(H » A
POST,, x TREATED 7 HFR (R 8UR#E 2 BlE - BB g EM G g —F
FEF S S R - HAEM G R 3 AR S8 D 2 A » BIATIER 4 K5k 5

HHEGER N - AUNE— TR ANE & R FHEEFE R IER R EIET
B HEGRER  ERGEERT— K FIREFEEARZ PRE x TREATED Y
SRR IEE - ANRENET LB E (p-value = 0.20) » 2R » FEZEREZERK
A Z PRE x TREATED BB EF (AR #8352 TEE (p-value = 0.01) » BE/RERR 8 5
Al - Bl SR E B R E B AR IER R P E) - BLASIER 6 ZEHiE G
=3 o LA - ASORFEEL - (ERHI SRR - ZRBZERARZ POST, x TREATED
A B R B B E - RIRRE G T L2 B (p-value = 0.14) » TIER EEFERE
AZ POST, x TREATED HJE G R E R H3E 2 A fH (p-value = 0.08) » BE/R{EMLH8
% Bt AR IEE R RFNMRAHIER R FEPTEE) - BEASIR 7T ZHE
REINIE(EI

= BIRRHATE AR T E

AL SO WA AR ES 2010 4E28 2016 4F » Hf 0 2010 4% 2013 F
EHT R 2014 FRFIHEEERE 1] 2015 FE 2016 F B EIE % 2 ERE
N T R R ) A8 A T M A R B R T RE 7R T2 I Ui ) A8 i AR RV R S R E
U FIBCR AR AR RAB U AR » F5 40 A TR il e AR 2 A A T RE A B =
RN R R EIER R HAGFBOR 2 250 - Rt - FERRINAEZ B
ASCE FeMBRFR HI S AR 2R AR » HR - R SRR 2 BT S - (&
5 2012 £ 2013 2 HEABEEFBME YR EEER - HEY 2015 4
2016 FZERNBEEFE BRI ER ZEFZER -
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Ky F 2 EEFEREUR » POST, x CR_H * DIR_H, WEEF RN R IEE - AR
EFET L B - BUATGR 5 ZHERERIR 8 - ML - BRERE 2R R
2 BN F AR TR R R E AT (R # AR E A Z R A (p-value =
0.03) » JREAASL E S S € L R R — 2 BURASCZ W FERG R AN Z 2 B %
A Z 8 -

= aJHIEBT IR by N B E i1 2 [ Z PR

REH R ZSURRIEH - B AT EHBEE SR » nLEEZPIEF] - BEREH
B B E [ Je ek s 55 T U RN AR A BB A I R DA AREE AR (Jensen, 1986)
AL » B P R B 9 SR 220 G R B < e 1)~ D& 5 B < e ' [ e it st T 2 B
REE (Yoon and Starks, 1995; Alli, Khan, and Ramirez, 1993; Dittmar, 2000; Grullon and
Michaely, 2002) « %8 R BEF ~ & RGE IR 5 B0E B i it = F B &S A 73
EUiH - i e FERED—E S A Z R EGREER TR - e
NFEIZ BT ERDL 5 AR B R A AR 5 B & AR5 2 AR AR B [F] I B
BRI~ JRE R R B <p B E [ R gt e S B R AR A & 2 R AT REANA]

FH R AT R AR R e & AR 2 B TR S B R 2 M B A K iR
wEhn - HEf s =R R E R A AR I LR s 2 A F] - HEEEE M R
Frig iz B AR B A RUR » BRERE ARS8 - fERHEER - [HEA

A A REE A N E R IR & TS E B B A ROR - Ryt ek
NEELEERE B &2 T3 B E R B2 P E B = R A & A2

AF] » ASGE—H DL S HTERR (Logistic Model) 2 77 =k HITRE it H 2 #&E
BOR R A AR - R = ARG T A A F - M B R AT AR

CAPITAL REDUCTION;: = 60 + 01 POSTit + 02 DIR_His + 03 ICR_Hit + 04 POSTit X DIR_Hit
+ 05 POSTit X ICR_Hit + 66 DIR_Hit < ICR_Hit
+ 07 POSTit X DIR_Hir X ICR_Hir + 03 SIZE i + 69 FCFi
+ 010 DEBTit + 011 GROWTHit + 612 ROEi + 613 DUALITY
+ 014 AUDIT COMir + 615 DIR NUMi: + IND + &ir (7)

13 (7) ¥ » CAPITAL_REDUCTION® Ryt By » 5/ w] A BEA Pl o B ft ek
EREREE R 1 SRR 0 - A > S AR IR H & B AR LR

8 Rl /NIRRT B BEA S TSR - W 2 E R AR E MRS IR A E] - BEAh -
£ CAPITAL_REDUCTION Z3%5E b » ASC(E R BRGE G 2 BRARE f 1> HoAth) 0 > AL
KEARZZEN 2 + CAPITAL REDUCTION HIS-E88 5 0.0155 »
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ZNE  HERBZFMEIERE S ZRAR KR - RIEE rlREfE M fl 8 e
TR EBE B4 » TR CAPITAL REDUCTION E2 POST, x DIR H, x ICR H
i s IE TRy Z AHRATE » JRB 6, >0 -

= (7) < EFERRER (ORYIZR) » POST, x DIR_H, x ICR_H HJHER R ¥Ry
IEME CGHEFRECR 2.24) - H p-value 3 1% Z B /K » RRERAEHHKIERE
ERMEAFRILRE AT » HEREFZH ARG K E AR EEEK
HAHEREMARME @ TR HE SRS 2 R g SRR & ORI R 5 2 X
W o LA ASGE— AN T 5 R R G ZE R IR R M R AN 3 BT
B - fERVIERZEEGRAER - ESMEIIRLR B ERE AR RIS Z
FER R ZEAER R B A 8= 2 R 1T I &SGR R B (POST, x DIR_H,, *
ICR _H W28y 3.67 » p-value = 0.03) - ¥R EMEAIKILE B EGE AR
I bR E 2 RS - RN IEAHIA] < 28 8  (POST, x DIR_H, x ICR_H HI{R 85
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The Effects of Halved Imputation Tax Credits and Wealthy Tax on
the Dividend Policies of Listed Companies: A Comparative Study
of Family and Non-Family Firms in Taiwan

Ming-Chin Chen, Department of Accounting, National Chengchi University
Chia-Wen Chang, Department of Accounting, Tamkang University

1. Purpose/Objective

To stimulate investments and enhance competitiveness in the global capital market,
the Taiwanese government has undertaken a series of tax reforms to reduce corporate
income tax, such as implementing the full imputation tax system in 1998 and reducing tax
rate from 25% to 17% in 2010. However, following these tax cut measures, fiscal deficits
in Taiwan have been progressively worsening. To resolve the problem, the Taiwanese
government has replaced the full imputation tax system with the partial one, and also has
increased its highest personal income tax rate from 40% to 45% (hereafter the wealthy
tax) since 2015. Specifically, under the 2015 tax reform, individual investors can only
receive 50% of the imputation credits on dividend income (hereafter halved imputation
credits) if compared with under the previous full imputation system; moreover, individual
investors with the highest individual tax rate should pay additional 5% dividend tax if they
receive the dividend income. Hence, for individual investors, the tax burdens of dividends
increase.

The objective of this study is to examine the effects of halved imputation credits and
the wealthy tax on the corporate dividend policies of listed companies in Taiwan, and to
investigate whether family and non-family firms respond differently to the impacts of the
2015 tax reform. According to the tax clientele hypothesis, we conjecture that firms will
decrease dividend payout ratios if their shareholders' income tax on dividends increase.
However, prior literature also finds that firms tend to maintain a stable dividend policy to
prevent non-tax costs (Lonie, Abeyratna, Power, and Sinclair, 1996; Balachandran, 1998;
Travlos, Trigeorgis, and Vafeas, 2001; Asimakopoulos, Lambrinoudakis, Tsangarakis,
and Tsiritakis, 2007). Under these conflict research findings of dividend policy, Chiu,
Yu, and Wang (2017) and Wang, Chang, and Yang (2017) have examined the effect of
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halved imputation credits on corporate dividend policy. They find that publicly listed
firms in Taiwan change their dividend policies before adopting halved imputation credits.
Unfortunately, the research design of these papers has not addressed whether wealthy tax
affects corporate dividend payouts. Therefore, whether publicly listed firms in Taiwan
change their dividend policies in response to the 2015 tax reform remains unanswered.

In addition, the majority of firms listed on the Taiwan stock market (TWSE) are
family firms. In deciding whether to change dividend policies in response to the increased
shareholders’ dividend income tax, family and non-family firms may weight the tradeoft
between tax and non-tax costs differently because family firms tend to place higher priority
in preserving family reputation. Therefore, we divided our research samples into two
groups, family and non-family firms, to examine the changes in dividend policy of these

two types of firms before and after the 2015 tax reform.

2. Design/Methodology/Approach

Since the implementation of halved imputation credits and wealthy tax has increased
dividend income tax for individual shareholders beginning from 2015, firms, to increase
shareholders’ tax benefit, may increase dividend payouts in the year preceding the 2015
tax reform effective. However, the impacts of these tax reforms may not be the same for all
firms. Firms with high imputation tax credits and high shareholdings of individual directors
and supervisors would be affected more. Accordingly, we conjecture that firms with high
imputation tax credits and high shareholdings of individual directors and supervisors will
have relatively higher dividend payouts in the year preceding the 2015 tax reform; but
relatively lower dividend payouts following the reform to reduce shareholders’ dividend
income tax. Nonetheless, reducing dividend payouts will result in nontrivial non-tax costs
for firms (Lonie et al., 1996; Balachandran, 1998; Travlos et al., 2001; Asimakopoulos et
al., 2007). Hence, although we conjecture that firms with high imputation tax credits and
high shareholdings of individual directors and supervisors may alter their dividend payout
ratios after the 2015 tax reform, we do not make a predetermined prediction.

Moreover, the optimal dividend policies for family firms may not be the same
as those for non-family firms. Although family firms may consider the tax burdens of

their shareholders, they may be even more concerned about non-tax costs such as the
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agency problem existed between the controlling shareholders and the minority ones
thereby prompting them to avoid an abrupt shift in dividend payouts to alleviate that
agency problem. (Gugler, 2003; Pindado, Requejo, and de la Torre, 2011). Therefore, we
conjecture that family firms may alter their dividend payout ratios in the years immediately
preceding and after the 2015 tax reform but with no predetermined predicted directions.

Additionally, we conduct several Ordinary Least Squares (OLS) regression models
and supplemental tests to examine our research questions. Our sample firms are selected
from Taiwanese firms listed on the Taiwan Stock Exchange and on over-the-counter
markets. The final sample consists of 8,194 firm-year observations spanning from 2010 to
2016.

3. Findings

Our empirical results show that firms with high imputation credit ratios and high
shareholdings of individual directors and supervisors have relatively higher dividend
payout ratios in the year preceding the 2015 tax reform, and that the increase in dividend
payouts is only significant for family firms. Further, we also find that after the 2015 tax
reform, firms with high imputation credit ratios and high shareholdings of individual
directors and supervisors do not pay relatively lower dividends. The results are the same
for both family and non-family firms. Finally, our additional analyses indicate that firms
which are likely affected by the tax reform pay higher dividends in the year preceding
the 2015 tax reform and lower dividends in the year after the reform, consistent with
the tax clientele hypothesis. However, this result is only notable for non-family firms,
suggesting that family firms are more concerned about non-tax costs in deciding whether
to opportunistically take the tax benefit of dividend for individual investors by changing
their dividend policies in response to the 2015 tax reform.

To examine the robustness of our results, we conduct sensitive tests, including
replacing our regression models with Difference-in-differences (DID) models, and
excluding the observations in 2015 because it is the year that the tax reform takes effect.
The results of these sensitive tests show that our findings remain robust to different
regression models and sample periods. In addition, we conduct several additional analyses.

We find that firms which are likely to be affected by the tax reform do not use return
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of share capital to substitute dividends after the tax reform. Also, changes in foreign
shareholdings of the affected firms are not significantly different from those of unaffected
firms. However, the affected firms have relatively higher (lower) dividend payouts before
(after) the 2015 tax reform, but the results are only significant for the affected firms with
low foreign shareholdings. Finally, we find that the impacts of the 2015 tax reform on

dividend payout ratios of family firms vary with ownership concentrations of family firms.

4. Originality/Contribution

Our findings extend the scope of prior research on dividend policies of family firms
in response to changes in tax systems. Prior research has given evidence of the differences
in dividend policies between family and non-family firms. However, literature on the
changes in dividend policy after tax reform of family firms and non-family firms is
limited. Our findings extend this line of research by providing evidence on the dividend
policy of family firms and non-family firms during the tax reform of increasing tax. We
provide empirical evidence that family firms are more concerned about non-tax costs than
non-family firms in deciding whether to opportunistically change their dividend payouts
in response to the tax reform under the partial imputation system. Further, we also provide
evidence that non-family firms with highly-taxed individual directors have an incentive to
change corporate dividend policy to reduce their individual investors’ tax burden under the

2015 tax reform.

5. Research Implications

Our findings have implications for family firms in delineating optimal dividend
policies in response to the tax reform that will increase shareholders’ dividend income
taxes. The majority of family firms’ shareholders are the family members who are heavily
impacted by an increase in dividend income tax. Our results, however, suggest that non-
tax costs such as agency problems may outweigh tax costs of family members in deciding
an optimal dividend payout decision in response to changes in the previous tax system.
In addition, the results of this study show that non-family firms will adapt their dividend

policies according to 2015 tax reform. However, the dividend policies of firms also affect
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the activity of a capital market. A government should consider the economic consequences
for a capital market when making new tax reforms.
However, we should note some research limitations. We did not include financial or

insurance firms in our sample. Therefore, the results of the study may not be applicable to

financial and insurance firms.
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