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Remuneration may be given in the form of incentives for the directors to engage in tax 
planning activity. The purpose of this study is to examine the relationship between 
directors’ remuneration and book tax differences (BTDs) as a proxy for tax planning. A 
sample of 500 Malaysian listed companies for the period of 2014-2016 were obtained 
and examined. Several control variables such as company size, leverage, capital 
intensity, and board size that have an impact on tax planning are used in this study. 
The directors’ remuneration and board size data were collected from annual reports and 
all remaining financial data were collected from Eikon DataStream. The results show 
that there is a positive significant relationship on directors’ cash remuneration on tax 
planning activity. Based on the findings, it is proven that directors’ remuneration is an 
important factor in motivating directors to engage in tax planning activity in the 
company. However, directors’ non-cash remuneration showed a negative significant 
relationship with tax planning. Non-cash remuneration may reduce directors’ interest 
in engaging with tax planning because it exposes risk of stock fluctuation in price in the 
market and increase agency costs to minority shareholders. All control variables 
significantly impact company tax planning as well. Suggested future research include 
the use of other tax planning variables such as permanent and temporary BTDs, and 
deferred tax assets. 
 

Contribution/ Originality: The contribution of this study is two-fold.  Firstly, unlike previous study (Wahab et 

al., 2011) which examines the relationship between total remuneration and tax planning, our study separates total 

remuneration into cash and non-cash remunerations. Secondly, we extend the findings of previous study (Wahab et 

al., 2011) by using BTDs as the proxy for tax planning. 

 

1. INTRODUCTION 

Directors’ remuneration has been an indicator of director performance in the eyes of the public, shareholders as 

well as to the policy makers. It also acts as a motivating factor for directors to be involved in tax planning to reduce 

the companies’ effective tax rate (ETR). Shareholders generally consider the reasonableness of director 

remuneration packages so as not to over-remunerate them which may lead to complacency and hence an adverse 
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