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with firms sales growth rates, implying that the marginal revenue of the EE spending may
also vary with firm and/or industry characteristics. It may thus be more desirable to adopt
a policy of differing ways of determining the deductible ceiling of the EE in accordance with
the productivity of the EE spending rather than the uniform policy we currently have.
Besides such policy implications, this study contributes to the existing EE-related literature
in that it has rigorously modelled corporate decisions on the optimal EE spending, and thus
expand the understanding of the corporate decision making.

Key words: Entertainment Expenses, Ceiling for Entertainment Expense Deduction, Tax

Rate Reduction, Tax Strategy
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