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The Effect of tax planning on the level cash holdings
the modifying role of the company's life cycle stages:

an applied study on companies listed on the Egyptian Stock Exchange

Abstract:

This study aimed to demonstrate the moderating effect of the stages of the
company's life cycle on the relationship between tax planning and the level of cash
retention. To achieve this goal, an empirical study was conducted on a sample of (236)
observations from non-financial companies listed on the Egyptian Stock Exchange
during the period from 2020 to 2024. To measure the independent variable—tax
planning—three measures were used: the first was the effective tax rate, the second
was the level of change in tax differences, and the third was the level of arbitrary tax
planning. The dependent variable—the level of cash retention—was measured by the
ratio of cash balances divided by the total book value of the company's assets. The
moderating variable—the stages of the company's life cycle—was measured using the
model developed by Dickinson (2011) to identify the stages of the company's life cycle
based on the company's cash flows. Cash flows reflect variations in the company's
profitability, growth, and risks.

The study reached a set of results, the most important of which are:
a significant inverse effect of tax planning practices on , Cash holdings levels;
a significant inverse effect of the relationship between tax planning practices and
a company's , Cash holdings level in the application, growth, and maturity stages,
where the focus is on effective tax planning; a significant direct effect of the
relationship between tax planning and a company's , Cash holdings level in the
volatility stage, due to reliance on arbitrary tax planning; and a lack of significant
effect of the relationship between tax planning and a company's , Cash holdings level
in the deterioration stage, due to the arbitrariness of decision-making. This requires
companies to focus on effective tax planning practices and avoid arbitrary tax
planning practices.
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Tax planning , Cash holdings, Company's life cycle stages
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Dependent Variable: CH

. Model (1-1)
Variables -

Cons.
TP

BTD
Aggr_TP
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Lev

A Non Cash%
A IR%
ANWC%

Year & Industry Included
N 236
F-value 18.348
Adj. R2 40.60%
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Dependent Variable: CH

Panel A: origin Panel B: moderated
Model (2-1) Model (2-1)
T-
Static

Variables

P-Value VIF Jf p Coef. T-Static P-Value VIF

Cons.

TP

BTD
Aggr_TP
Intro

TP x Intro
BTD x Intro
Aggr_TP x Intro
Loss

Lev

A Non Cash%
A IR%

A NWC%

Year &
Industry
N 236 236
F-value 17.852 15.818
Adj. R2 37.90% 42.60%
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Dependent Variable: CH

Panel A: origin Panel B: moderated
Variables Model (2-2) Model (2-2)
B Coef. T-Static P-Value VIF B Coef. T-Static P-Value VIF
TP - - -

Cons.

BTD
Aggr_TP
Growth
TP x Growth
BTD x Growth
Aggr_TP x Growth
Loss
Lev
A Non Cash%
A IR%

A NWC%

Year & Industry Included Included
N 236 236
F-value 19.798 18.034
Adj. R2 37.20% 48.40%
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Dependent Variable: CH

Panel A: orlgln Panel B: moderated
Varlables Model (2 3) Model (2-3)
B Coef. T-Static P-Value VIF B Coef. T-Static P-Value VIF

Cons

BTD
Aggr_TP
Mature
TP x Mature
BTD x Mature

Aggr_TP x Mature
Loss
Lev
A Non Cash%
AIR%
ANWC%

Year & Industry Included Included
N 236 236
F-value 19.604 18.285
Adj. R2 37.80% 48.50%

Cun g3 paill 4 il 38 B3 ga ity (1)) @y Jgandly 5ol sl il ligka g

L s cJazall GS}J\} G_u.u‘)l\ G'J}qﬂ\ % gﬁ ‘éi\jﬂ\ ‘_“Jr_ 0LEAN 0 O4YY A clu

a8 Aglan¥) g il L) 23 sai 33 s sall AaSlall g Aliisall ol jusiall G N ey

QY'Y A Ay dpailly LAY (5 gime 8 S Cpliil) i LeiSay Al all (YY)

Dl 43Sy (Y-Y) ol (g dll lia) zasas b Julls (sl e 9%¢A0

Zasaill F a4y sina s gl ) Calll iy LS 4 Aol <ol puritall (s 30y 4831l
Y60 A3 sina (5 gl i Ay gina A5 VA YAC VAT g alii gl Cua

TP, <l juiall 4 sina Calill iy (Panel A) Js¥) 3 gand) gilis A1 il g
A pall 39 8 (5 sy ¢ Jladl) Ay pall Jara (e dS.\ il BTD, Mature
(B—'O].OS'U“—‘A‘\S}JL’C-*AJ“UAJAJ‘@“’—‘M J‘A\w\wj
«0.074, -0.055, 0.056; T = -2.694, -2.346, -2.826, 2.228 > 2; Sig < 5%)
¢ Jladll Ay peall Jama (5 siie 3305 of ) edn Lo sa ¢ Aalla 3 L) Jesy Leasan s
(S shane (L) () (sa5 il o pdall Japladill A g gy pudall (9958l (5 slusag
‘\..u.uj caJ\.mAJ\ )...u}m LAl AL u\).u_mj\ 4..1).\:.4 La.a\ L)-‘-‘-’ LS M..msﬂh .L:\s.m‘ﬁ\
(B =-0.085, 0.077; T = -2.287, 2.817 > 2; ¢ cums Jaladl Jlall (sl 5yl
3l 3 o ) iy Le s cam g B L) AW Al s 81 J5Y) Jasy s Sig < 5%)
Ol A 3ol Ly epaiilly Jaldia¥) (g gina alddd) ) (g2 3 Ledll yiige
Al Balaia ) 5 e 3303 ) g2 Jalall JLall

TP, BTD, <iwidl disiee (Panel B) il agaadl g a3y

Gyl Gsiuay ¢ Juadll Ay pall Jme e S AR Aggr TP, Mature
L.A\ 43\.».@\}(\_1 45);.»!\_1 C..a.\]\ AJ;JAj s@.ma_\l\ )..4&\ .L.a.k;.ﬂ\ w} c‘\_\.u)..al\
TP x wgﬁ‘ﬁg)‘d\hﬁaﬂ\u\ﬂy}@aﬂ\&fu,g@suﬂ\ﬁ)ud\@)m

_55_



oy pall (3540 padll BTD x Mature.s «Jadll Ay pall Jaeas palall Mature
(B =- o dus hadl oyl lagadilll sy alall Aggr TP x Mature s
0.135, -0.085, -0.063, 0.050, -0.055, -0.063, -0.067; T = -2.484, -
lemsen 5 <2.820, -2.426, 3.012, -3.218, -2.595, -2.316 > 2; Sig < 5%)
sinay ¢ Jladll Ay pall Jana (g gine 3305 O I e Lo sa ¢ Al 5 L3I sy
s pe on Adelal) cliMally ¢ phuaill ou peall Ladadll) dandy cdamy pall 35l
C LS epailly Gy (5 sise (bl ) (535 (o yall Taghaiidl <l 3550 5 gracadl
Jaladl JLall (o el Ais g 68 el 35 s Gl &) AaSlal) ¢l juaiall 45 gina Loa
Js¥) desys (B =-0.076, 0.069; T = -2.378, 2.423 > 2; Sig < 5%) of Cua
s boleall Ha5e 5305 o (I e Lo s s ge B LS AW s s s L
g Jaladl Jlall (ul o sl A 33 ) Lai cdpaiilly BlEaY) (5 siue (alidll

Apailly LlaiaW) (5 sl 334 )

chid) gl Jsid g pated) gl Al pld ) il Guw La 0 {«wﬁj
abwﬂ/wU@éﬂ/&fwgﬁwgﬂawﬂUJﬁﬂdﬁjj
A e ] Ldail) il jlaa 53 j O (o) oS il Gaiily BlESY) o gius
Sl 599 Salpa (s aalS giall) AUs o PIS gy Ldinal) Lail) (g glens polds)
. As

el el ol o | gyl | e £ ¥-71-¥

AS 530 Bl 350 Jal e aalS QA Als ja il @il )l el = al L
DA Qs Galill Sy ¢ Apatally LAY (5 sina g (o peal) Japdadl) g AR e
e ol ylaaill 5 4S80 Bl 5y 50 o) ye (e ol Ala e s Al ) 383
JLEAL Galall (£2Y) a8y stV zise Jidi DA e daiilly LAY (5 sine
Lealaladl g M) 4 sina (5 sine o laic WG @l 5 canl I o jall Alas¥l (i il
Dl 23 gad Jdill  Slaa ) Judaill il il 98 olal) 1aa 8yl i) o
COY) o dsalioe (8-7) &

Cam 73 saill Ayl 8 580 B35 Caty (V) B saally 830 sl ibial] Gigha g
Dl Le s s cdamall 23 gaill 5 i 23 gl pe ISV IV 5E) e 0588 (O 0 A als
a8 Aglan¥) (gl LA 73 sl 53 g sall daSkally Al @l el of )
Dot v A Aty a8l LAY (5 sise 3 JSI cplall i Lgiay A yall (£2V)
Ll Can 23 5aill F o 4y gina s ¢ L) anlll Gty LeS 438 A1800 &l i) (g 36 LSS,
Y60 43 sina (5 gl Yo dygina A5 VO EE VA Y E ali



&I (& AN (Al L) il o (YY) ol e

Dependent Variable: CH

Panel A: orlgln Panel B: moderated
Varlables Model (2 4) Model (2-4)
B Coef. T-Static P-Value VIF Jf p Coef. T-Static P-Value VIF

Cons

BTD
Aggr_TP
Shake-out

TP x Shake-out
BTD x Shake-out
Aggr_TP x Shake-out
Loss
Lev
A Non Cash%

A IR%
ANWC%

Year & Industry Included Included
N 236 236
F-value 18.014 15.044
Adj. R2 40.80% 44.00%
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Dependent Variable: CH

Panel A: origin Panel B: moderated
Variables Model (2-5) Model (2-5)
B Coef. T-Static P-Value VIF B Coef. T-Static P-Value VIF
TP

Cons. 1.056 0.112 1.194 0.079

g -0.903 0.116 - -1.585 0.089

BTD - -0.873 0.097 - -1.050 0.108
Aggr_TP - -1.321 0.115 - -0.985 0.185
Decline - -1.217 0.088 - -0.826 0.078
TP x Decline - --- -1.550 0.103

BTD x Decline - - --- - - -1.633 0.115

Aggr_TP x Decline -—- --- -1.105 0.127
Loss - -2.222 0.016 - -2.662 0.006
Lev 0.948 0.071 1.182 0.077
A Non Cash% 1.011 0.114 0.974 0.063
A IR% 1.031 0.104 1171 0.092
A NWC% 3.115 0.012 3.217 0.012
Year & Industry Included Included
N 236 236
F-value 19.908 18.134
Adj. R2 41.80% 49.00%
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Panel A: Intro Panel B: Growth Panel C: Mature Panel D: Shake out Panel E: Decline
Variables Stage Stage Stage Stage Stage

Coef T-Static B Coef.  T-Static B Coef. T-Static B Coef. T-Static B Coef. T-Static

Cons

BTD
Aggr_TP
Loss

Lev

A Non Cash%
A IR%
ANWC%

Year & Industry Included Included Included Included Included
N 48 50 67 37 34
F-value 18.995 18.955 17.716 16.815 18.191
Adj. R2 34.10% 38.20% 33.00% 36.10% 33.00%
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