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ABSTRACT

This study explores the relationship between tax-cut policy, accounting
conservatism, and corporate tax burden stickiness in Chinese listed companies
from 2008 to 2019. The primary objective is to identify the underlying reasons for
continued high levels of corporate tax burdens despite the introduction of tax-
cut policies. An econometric model was developed to analyze the transmission
mechanism of these policies affecting corporate tax burden stickiness to achieve
this goal. The tax burden stickiness refers to the mismatch between the objective
and subjective tax burdens. Results reveal four primary findings: Firstly, macro
tax-cut policies induced micro-enterprises to soften their accounting conservatism,
leading to increased corporate tax burden stickiness. Secondly, the reduced quality
of corporate accounting reports, influenced by tax-cut policies, contributes to
corporate income tax burden stickiness. In contrast, the VAT tax burden remains
unaffected. Thirdly, compared to state-owned enterprises, private enterprises
responded more sensitively to tax reduction policies by significantly decreasing
their accounting conservatism level and increasing corporate tax burden stickiness.
Finally, high-tech manufacturing enterprises recorded the highest increase in
corporate tax burden stickiness, suggesting that different robust accounting
policies exist across various industries and may be critical factors determining
corporate tax burden stickiness. In practical terms, this study provides important
insights into improving businesses” understanding of tax burden patterns, enabling
improved resource allocation of taxes accordingly. Additionally, it focuses on
enhancing accounting conservatism to alleviate the pain of high tax burdens on
such businesses. Ultimately, minimizing the stickiness of tax burdens will allow
fiscal and taxation policies to better flex their regulatory muscles toward achieving
effective and stable economic growth.
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AHHOTALW

B craTbe mcciteyeTcs B3aMMOCBS3b MeXIy IOJIUTUKON CHVDKEeHWS HaJoroB, Oyx-
raJITepCKMM KOHCEPBATU3MOM U TSDKECThIO KOPIIOPATHBHOIO HAJIOTOBOTO OpeMeHm
B KUTaMCKMX JIMCTUHIOBbIX KoMItaHmsax ¢ 2008 o 2019 rr. Lles coctouT B TOM,
YTOOBI BBISIBUTH OCHOBHBIE IIPUYMHEI COXPAHSIOIIETOCs] BRICOKOTO YPOBHS KOPIIO-
PpaTMBHOTO HAJIOTOBOTO OpeMeHV, HeCMOTps Ha pearmsannio B Kurae mommtikm
CHYDKEHWSI HaJIOroB. [[JIsl TOCTVDKeHMSI 3TOW Liein ObUla pa3paboTaHa SKOHOMe-
TpUUecKasi Mojieslb aHa/Ii3a TPAaHCMIUCCHOHHOTO MeXaHW3Ma IOJINTYKY CHVDKeHMS
HaJIOTOB, BJIVSIOIIEN Ha TSDKECTh KOPIIOPAaTUBHOIO Hajloroporo 6pemenmn. ITox Ta-
JKECTBIO HaJIOTOBOI'O OpeMeHV IIOHMMAaeTCsl HeCOOTBETCTBIE MEXY OObeKTMBHBIM
" CyOBeKTMBHBIM BOCHPUSATHEM HajloroBoro Opemenu. PesynbTaTsl dpopMupyroT
JeThIpe OCHOBHBIX BEIBOZIA. BO-TIepBBIX, IOINTVIKA CHVDKEeHVS HaJIOTOB Ha MaKpOy-
poBHe OOy IMIa MUKPOIIPENIPUSTIS CMSATYUTD CBOVI KOHCEPBATU3M B OyXranTep-
CKOM yueTe, YTO IIPUBEJIO K YBeJIMYEHMIO TsKeCTM KOPIOPaTUBHOIO HAJIOTOBOIO
OpemMeHmn. Bo-BTOPEIX, CHVDKEHMe KadecTBa KOPIIOPATUBHOM OyXrajaTepCcKoVt OTYeT-
HOCTM IIOJI BJIVISIHVEM IIOJINTUKM CHVDKEHWSI HaJIOTOB CIIOCOOCTBYeT ITOBBIIIEHVIIO
TSDKECTV KOPIIOPaTMBHOTO TIOA0XOIHOro Hasiora. ITpu 3ToM Hasorosoe Opems 1o
HIC ocraerca HewsMeHHBIM. B-TpeTpux, IO CpaBHEHMIO C TOCydapCTBEHHBIMU
MIpeIPUSITUSIMY, YaCTHBIe HPeAIIpuaTus Oojlee YyTKO OTpearvpoBayIv Ha IIOJIV-
TUKY CHVDKEHWs HaJIOTOB, 3HaUMUTeIbHO CHU3MB yPOBeHb KOHCepBaTu3Ma B Oyxrasi-
TePCKOM ydeTe V1 YBeJININB TSDKeCTh KOPIIOpaTUBHOTO Hajstorosoro Opemenn. Hako-
Hell, BBICOKOTEXHOJIOTMUYHbIe IIPOV3BOACTBEHHbIE IIPENIpUATIS 3aPUKCUPOBAII
HauOOJIBIIYIO YCTOMYMBOCTh YPOBHS KOPIIOPAaTMBHOIO HaJIOTOBOTO OpeMeHM. DTO
CBUIIETEJIBCTBYET O TOM, UTO B Pa3IMYHBIX OTPACIIIX CYIIECTBYeT pasHBI YPOBEHb
HaJIeXXHOCTU YUETHOV IOJINTVUKM, KOTOPBIVI MOXKET OBITh KPUTIMYIECKUM (PAKTOPOM,
OTIpeleJISIONINM TsDKeCTh KOPIIOPaTMBHOTO HasIoroBoro opemeny. C MpakTUYecKom
TOYKM 3peHNs 9TO MCCIIeloBaHNe JaeT BaKHYI0 MHGPOPMAIMIO O TOM, KaK yiIyd-
IINUTBH IOHVMAaHVe MEHEIDKMEHTOM IIPeAIIPUSTUN TSDKeCTV HaJIOTOBOTO OpeMeHw,
YTO IIO3BOJIMT COOTBETCTBEHHO YJIyUIINUTh paclperiejieHVe HajoroB B 3KOHOMM-
Ke. VccrienoBaHme Takke (POKyCHpPYyeTcs Ha BOIIPOCAaX YCWIIEHMsI KOHcepBaTU3Ma
B OyXTaJITepCKOM yd4eTe, YTOOBI 0CJIa0UTD TSKECTh HAJIOTOBOTO OpeMeH ISl TaKMUX
npepnpusaTnuii. CHIDKeHMe TsDKeCTH HaJoroBoro OpeMeHN IS pasHBIX Ipeanpu-
SITUVL TIO3BOJIUT HAJIOTOBOVI IIOJIMTUKE YCWINUTH PeryIVpYIOMNY ITOTeHIVAT A
IOCTVDKEHS. 9 KOHOMIYECKOTO POCTa.

KITFOYEBBIE CJIOBA

TSDKECTh HaJIOTOBOTO OpeMeHV; IIOJINTMKA CHVDKEHMS HaJlOrOB; KOpPIIOpaTMBHOE
HaJIoroBoe OpeMsi; OyxrajaTepcKuil KOHCepBaTH3M
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1. Introduction

Despite China’s economic growth over
the years, many enterprises need a chal-
lenging business environment resulting
in declining business performance. China
has implemented several tax-cut policies in
three stages from 2008 to 2019 to counter
this. These policies aim to reduce the costs
of enterprises, regulate their economic be-
havior, improve their control ability, and
ultimately enhance their sustainability.

However, while these tax-cut policies
should alleviate the issue of high taxes,
some scholars note that a phenomenon
called “tax burden stickiness” prevents the
full potential benefits of these policies [1].

The tax burden stickiness refers to
the mismatch between the objective and
subjective tax burdens, which hinders fis-
cal policy’s regulatory function and un-
dermines the cost-benefit matching prin-
ciple in accounting. Therefore, despite
the implementation of these policies, the
sense of gain of taxpayers must be in-
creased, and the pain of the tax burden
must be reduced [2].

Tax burden stickiness refers to the fact
that taxpayers may take longer to adjust
their behavior in response to tax policy
changes, leading to a perceived disconnect
between tax policies and taxpayer expe-
riences. As a result, trust in the tax system
may be eroded, making it harder to imple-
ment effective tax policies. On the other
hand, high levels of tax perception can in-
spire taxpayers to push for tax reform and
hold governments accountable.

The primary objective is to identify the
underlying reasons for continued high
levels of corporate tax burdens despite the
introduction of tax-cut policies.

The research hypothesis. Tax-cut policies
increase corporate tax burden stickiness
by reducing accounting conservatism.

2. Literature review

2.1. The study of tax burden stickiness

The study of tax burden stickiness
originated from cost stickiness research [3]
in accounting. Over time, cost stickiness
research [4] has evolved to focus on ana-
lyzing its causes more detailedly.
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Liu et al. [5], Xiao & Xie [6] and
Gan et al. [7] are increasingly interested
in examining the first-level accounting
subjects’ cost stickiness, such as sales,
management, R&D, wage, and tax burden
stickiness, displaying a mounting concern.

Banker et al. [8], Liang [9] and Daryaei
et al. [10] have formed a consensus that
difficulty in cost adjustment, optimistic
expectations among management, and
management agency problems are closely
related to cost stickiness when analyzing
its causes.

However, no agreement exists on
which financial indicators should be
empirically used to examine these fac-
tors [11].

Research into tax burden stickiness
is still in its early stages. Early scholars
(Cong & Zhou [12], Tao & Chen [13]) re-
vealed the objective existence of tax bur-
den stickiness in China’s income tax and
value-added tax.

Research by Blaufus et al. [2] suggests
that if individuals consistently behave
rationally based on traditional economic
theory, the perceived impact on the tax
burden of tax rate changes and deductions
would be equivalent.

However, empirical evidence indi-
cates that people often avoid cognitive
strain when making decisions and use
simplified decision heuristics. Therefore,
changes in tax rates may have a more
significant influence on the perceived tax
burden than changes in the tax base when
accounting for behavioral biases [14].

Recent scholars have explored the
causes of corporate tax burden stickiness
in more detail, focusing on internal and
collection/management  environments.
In terms of manufacturing industry VAT
burdens, Lin & Wang [15] demonstrated
the sticky effect of VAT tax burden through
asymmetric inventory fluctuations.

From another perspective, Deng et al.
[16] concluded that the intensity of tax in-
spection increases enterprise comprehen-
sive tax burden stickiness.

Kong et al. [17] found that the self-in-
terest of enterprise managers affects the
income tax burden stickiness and enter-
prise value.
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Hu & Wu [18] explored the causes of
corporate income tax burden stickiness in
four dimensions: equity, tax avoidance,
fiscal decentralization, and collection/
management efforts.

Regarding corporate tax cuts and fee
decreases, Gan et al. [7] believe that ex-
amining tax burden stickiness can better
illustrate the law of corporate tax burden.
Internal factors affecting corporate tax
burden stickiness include property rights
and political connections. External factors,
including local government and tax col-
lection/management environment, also
impact corporate tax burden stickiness.

Based on the analysis above, this pa-
per conducts an empirical study using fi-
nancial data from China’s A-share listed
companies between 2008 and 2019. The
three leading contributions are as follows.

Firstly, compared to past tax-cut
policies’ ineffective outcomes, this paper
provides a new perspective by exploring
and analyzing the stickiness of both VAT
and income tax burdens, enriching the re-
search on corporate tax burden stickiness.

Secondly, while previous scholars fo-
cused on examining the sticky effects of
single policy stages, we consider struc-
tural tax reduction, VAT tax reform, com-
prehensive tax cuts, and fee cuts. Con-
sequently, our study comprehensively
explores the nature of corporate tax bur-
den stickiness.

Thirdly, we uncover the transmis-
sion mechanism between macro tax-cut
policies and micro-enterprise tax burden
stickiness, thereby enriching research on
the interaction between macro-fiscal poli-
cy and micro-enterprise behavior [19].

2.2. Hypotheses Development

The relationship between tax-cut
policies and corporate tax burden sticki-
ness can be attributed to the framework
analysis of the interaction between mac-
roeconomic policies and micro-enterprise
behavior [20].

Rao et al. [21] proposed the relation-
ship framework between macro policy
and micro-enterprise behavior.

The promulgation of macro policies
(such as fiscal policy, monetary poli-
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cy, credit policy, etc.) directly affects the
primary behavior of enterprises (such as
corporate governance, accounting policy,
financial management, etc.) [22].

Secondly, the affected corporate be-
havior will be further transmitted to
corporate output (such as resource cost
adjustment, corporate  performance,
earnings capacity, etc.) [23]. Finally, the
output of the enterprise is aggregated into
the macroeconomic output. Macro-mo-
netary policy fluctuations will affect the
robustness of the accounting policies of
enterprises. During tightening monetary
policy, it will often lead to a slowdown
in economic development and a reduc-
tion in credit supply in the market. Mi-
cro-enterprise entities prefer sound ac-
counting policies. Improving the quality
of accounting information of enterprises
eases the information asymmetry with
debtors to gain creditors” trust. Following
this transmission path, tax-cut policies as
a macro-fiscal policy will affect the pri-
mary behavior of enterprises (accounting
conservatism) and then affect the adjust-
ment of resource cost (tax burden sticki-
ness) of enterprises. With the help of the
output behavior of countless micro indi-
viduals, it will eventually affect the out-
put of a macroeconomy.

The government’s behavior of tax
cuts and profit concessions can alleviate
the environmental pressure of external
credit for enterprises [24]. Tax cuts and
fee reductions can increase the after-tax
profit of enterprises and then increase the
proportion of internal financing of enter-
prises [25].

Liao et al. [26] found that policy bur-
den increases enterprises’ cost stickiness
by affecting the accounting information’s
transparency. Then, as a macro-fiscal
policy, tax-cut policies can also affect the
credit transmission mechanism and thus
affect the accounting policy robustness of
enterprises.

The conservatism of accounting poli-
cies is one of the essential characteristics of
accounting policies [27]. It requires com-
panies to promptly confirm assets and
profits while also promptly confirming
the impairment of assets [28].
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The choice of accounting policy con-
servatism is mainly to meet the needs of
creditors because creditors tend to focus
more on the information credibility of
earnings and solvency in financial re-
ports [29]. The tax-cut policies can affect
the expected judgment of enterprises on
the external financing environment. When
the government’s tax-cut policies are in-
troduced to the enterprise to release the
signal of the improvement of the external
financing environment, the contradiction
between the demand and supply of credit
will be alleviated to a certain extent, and
the enterprise will relax the accounting
conservatism. When the business volume
of the enterprise rises, the financing cost
of the enterprise decreases, the financing
scale of the enterprise will expand, and
the management will increase the relevant
tax burden expenditure; when the busi-
ness volume of the enterprise decreases,
the robustness of the accounting policy
is still weak, and the enterprise will not
immediately adjust the relevant tax bur-
den cost, which increases the tax burden
stickiness of the enterprise.

The analysis of the causes of cost
stickiness mainly focuses on the three
levels of management optimism, adjust-
ment cost difficulty, and agency conflict.
Similarly, the robustness of accounting
policies can also affect the tax burden
stickiness of enterprises by affecting the
optimistic expectation of management,
the adjustment cost of enterprises, and
the principal-agent problem.

First, the principle of accounting
conservatism observed by enterprises is
conducive to narrowing the prediction
deviation of management’s earnings abi-
lity [30]. The higher the conservatism of
accounting policies, the lower the op-
timistic expectation tendency of mana-
gement [31]. The tax-cut policies can in-
crease the expected degree of manage-
ment. In the face of the reduction of the
business volume of the enterprise due to
the shrinking market, this optimism of the
management will underestimate the busi-
ness risk of the enterprise, overestimate
the cash flow of the enterprise, reduce the
accounting conservatism of the enterprise,
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and adopt more radical expansion means
to still invest in risky projects [32]. There-
fore, it is more harmful to control the risk
cost of the tax burden and more antago-
nistic to treat the tax burden financial cost
due to the timeliness of accounting cost
and income measurement [33].

Second, the “contract view” econo-
mics theory can better explain the rela-
tionship between adjustment costs and
the stickiness of corporate tax burden. To
reduce the operating costs of enterprises,
enterprises tend to prefer to sign long-
term contract contracts with relevant re-
source providers, such as labor contracts,
fixed asset procurement contracts, etc.,
which bring tax burden, and cost man-
agers. It takes work to adjust in the short
term. Due to the tax reduction and fee re-
duction, the accounting policy choice of
the enterprise with lower conservatism
will bring lower financing costs and high-
er free cash flow. When the business vo-
lume rises, the cost of adjusting resourc-
es is lower, and the enterprise often has
more funds to increase the investment of
related resources. When the business vo-
lume of an enterprise declines, if the en-
terprise considers the direct tax burden
cost (paying high default fees) and indi-
rect tax burden cost (reducing the tax bur-
den risk cost caused by tax burden service
cost) brought by reducing resources and
the replacement cost when the future per-
formance rebounds, often the enterprise
is more inclined to abide by the spirit of
the contract and does not adjust the rele-
vant tax burden cost, and is more inclined
to retain some idle resources brought by
the tax-cut policies to wait for the oppor-
tunity to invest, thus increasing the tax
burden stickiness of the enterprise.

Thirdly, from the perspective of the
principal agent, under the tax-cut poli-
cies, on the one hand, the reduction of
accounting conservatism will increase the
contract friction between shareholders
and management, increase shareholders’
suspicion of high-quality accounting in-
formation, and increase agency costs [34].
On the other hand, reducing conservatism
will increase managers’ self-interest be-
havior. When the business volume of the
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enterprise increases, the management will
increase the resources and improve their
compensation for the sake of maximizing
the benefits, thereby increasing the rela-
ted tax burden cost; when the business
volume of the enterprise declines, the
management, out of the consideration of
maximizing the benefits, will avoid redu-
cing the resources under their control and
reducing their salaries, and will not re-
duce the related tax burden costs. The tax
burden stickiness occurs.

Based on this, the research hypothe-
sis of this paper is put forward: Tax-cut
policies increase corporate tax burden
stickiness by reducing accounting con-
servatism.

3. Methodology

3.1. Data

Based on the financial data of Chi-
nese A-share listed companies from 2008
to 2019, this paper takes tax-cut policies
as the primary investigation policy [35].
It explores why the tax burden of enter-
prises remains high during the period of
tax reduction and fee reduction from the
perspective of tax burden stickiness.

The samples from 2008 to 2019 are
divided into three stages according to the
three levels of tax reduction and fee reduc-
tion: the stage of structural tax reduction
from 2008 to 2015, the stage of comprehen-
sive tax reduction from 2016 to 2017, and
the stage of comprehensive tax reduction
and fee reduction from 2018 to 2019.

All the data in this paper come from
CSMAR’s and Wind's databases. Based
on this, the samples were processed in ad-
vance. The treatment is as follows.

First, select the stock as a share.

Second, select non-backdoor listed and
non-delisted enterprises in the study year.

Thirdly, select non-ST or non-nega-
tive fixed assets listed companies in the
study year.

Fourth, select enterprises with com-
plete and continuous financial data.

Fifth, the financial data of the enter-
prise’s annual report are calculated for
some of the data missing for one or two
years.
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Sixth, the continuous variables are re-
duced by 1% and 99%.

According to the above treatment,
16128 sample enterprises were finally ob-
tained to study the stickiness of corporate
tax burden. Data analysis and result out-
put were performed using STATA statis-
tical software.

3.2. Variables

There are three explained variables in
this paper: (1) the change in the total tax
burden of enterprises, (2) the change in
the income tax burden of enterprises, and
(3) the change in the VAT burden of en-
terprises.

Among them, Ln_tax is used to rep-
resent the change in the total tax burden
of enterprises, which is the ratio of the
current tax burden of enterprises to the
tax burden of enterprises in the previous
period, and then the natural logarithm
is taken.

Referring to the research of Liu &
Liu [36], the method of measuring enter-
prises’ total tax burden (tax) is to pay all
kinds of tax burdens minus the tax re-
turn received plus the end balance of tax
payable minus the beginning balance of
tax payable.

Ln_income is used to represent the
change in the income tax burden of enter-
prises, and the ratio of the current income
tax burden of enterprises to the previous
income tax burden of enterprises is taken
as the natural logarithm. Referring to the
literature of scholars Liu & Liu [36], the
enterprise income tax burden is defined
as the change of income tax burden mi-
nus deferred income tax minus payable
income tax.

Ln_vat is used to represent the change
in the VAT tax burden of enterprises, and
the ratio of the current VAT tax burden
of enterprises to the previous VAT tax
burden of enterprises is taken as the na-
tural logarithm. Referring to the research
method of Yu [15], the calculation method
of VAT burden is to calculate the cash
received by selling goods and providing
services minus the cash received by pur-
chasing goods and providing services
and then convert the difference into the
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amount without VAT and calculate the
VAT under the corresponding tax rate.

The explanatory variables of this pa-
per are operating income changes, tax
reduction policies, and accounting con-
servatism.

This paper’s change in operating in-
come is defined as Ln_turn, the natural
logarithm of the ratio of the current ope-
rating income to the previous operating
income. Among them, the introduction of
a dummy variable D represents the direc-
tion of the change in the operating income
of the enterprise. Its value is 1, indicating
that the current operating income scale
has declined compared with the previous
period. Conversely, its value is 0.

The tax-cut policies are expressed as
policy. The general public budget revenue
ratio to local GDP in each province is se-
lected to evaluate the effect of macro tax-
cut policies.

To measure accounting conservatism
(CScore), this paper draws on the Mo-
del (4) constructed by Basu [37], in which
the stock return rate (RET) represents the
measure of good and bad news and intro-
duces the dummy variable M in which the
more significant the B,, the stronger the
accounting conservatism (CScore). To in-
dicate the decline of accounting conserva-
tism, Scoreis selected as the representative.
If CScore decreases for two consecutive
years, the M value is 1; otherwise, 0.

CScore, = %S” =B, +B, M, +
it

+B,RET;, + B3 x M, xRET,, +&,.

To control the influence of other fac-
tors on the change range of corporate tax
burden, the selection of control variables
in this paper refers to the research of
Liang [7], Gan et al. [9], and Hu & Wu [18],
including;:

¢ Lev: Itis expressed by the ratio of the
total debt to the total assets at the end of
the period.

e Zm: It is expressed by the enter-
prise’s total assets at the end of the year
divided by the current operating income.

® Rm: It is expressed by the ratio of
employees to operating income (million
RMB).

@
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® Roa: It is expressed by the ratio of
the net profit of the enterprise to the asset
size at the end of the year.

¢ Bl: The difference between the en-
terprise sales revenue and sales cost is
divided by the sales revenue.

® Size: The representation of the na-
tural logarithm of the asset size at the end
of the period.

® Cz: It is expressed by the budge-
ted provincial fiscal revenue ratio to the
budgeted provincial and central fiscal
revenue.

At the same time, the grouping vari-
ables of this paper are considered as fol-
lows: the change of tax burden stickiness
of enterprises with different ownership
types and industry types is different, so
the test of distinguishing ownership and
industry is carried out.

Among them, the ownership (Owner)
is 0 on behalf of private enterprises, one on
behalf of state-owned enterprises; indus-
try (Line) 0 represents the service industry,
1 represents the high-tech manufacturing
industry, and 2 represents the non-high-
tech manufacturing industry [38].

The high-tech manufacturing indus-
try includes pharmaceutical, metal, gen-
eral equipment, transportation, electrical
machinery, available equipment, and
computer and electronic instrument man-
ufacturing.

3.3. Analytical Methods

Based on the research of Sun &
Liu [39], Model (2) is constructed to test
the existence of corporate tax burden
stickiness during tax cuts and fee cuts:

Ln_tax, = o, +o,Ln_turn, +

+o, xD,, xLn _turn,, + o x

x Y Contronl, +Y_line+  year +&,.

Where I denote the individual, ¢ de-
notes time; when a, <0, enterprises have
tax burden stickiness, and the greater the
absolute value, the stronger the stickiness.
If the operating income rises, D = 0, the tax
burden increases by a, percentage points
for every one percentage point increase
in operating income; if operating income
declines, D =1; for every one percentage

@)
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point reduction in operating income, the
tax burden decreases by o, + a, percen-
tage points.

Model (3) is constructed to examine
the relationship between tax-cut policies
and corporate tax burden stickiness:

Ln_tax, = o, +o,Ln_turn, +o, x
xD, xLn _turn, + o, xD, xLn _turn, x
x Policy,, + o, x Policy,, + o5 x 3)
x Y Contronl, + Y line+ year +¢,.

Among them, when o, < 0, the tax-cut
policies increase the tax burden stickiness
of enterprises.

Model (4) Investigate the relation-
ship between tax-cut policies, accounting
conservatism, and corporate tax burden
stickiness:

Ln_tax, =o,+o,Ln_turn, +o, x
xD, xLn _turn, +a,xD, xLn _turn, x
x Policy,, + o, x D, x Ln _turn,, x
x Policy,, x Score,, + a5 x Policy,, + o, % (4)
xCScore,, +a, x »_ Contronl,, +

+Zline+2yetzr +¢g,.

Among them, when o, < 0, the tax-cut
policies increase enterprises’ tax burden
stickiness by reducing their accounting
conservatism.

4. Results

Column (1) of Table 1 is a general re-
gression result. It can be seen that the re-
gression coefficient o, of Ln_turn is 0.634,
which is significantly positive, indicating
that when the business income scale ex-
pands by 1%, the total tax burden of en-
terprises increases by 0.634%. However,
o, is significantly negative, with a value of
-0.553, indicating that when the business
income of enterprises decreases by 1%, the
total tax burden decreases by only 0.081 %
(o % + o, %).

Column (2) shows the regression re-
sults of fixed effects. Considering that
different industries and times may cause
different changes in corporate tax burden,
the industry effect and time effect are con-
trolled, and the regression results are pre-
sented as Column (3). The significance and
symbols of the regression coefficients a,
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and a, remain unchanged. It is not difficult
to find that during the period of a fee re-
duction and fee reduction, the adjustment
of tax burden cost with income fluctuation
is hindered, and the stickiness of corporate
tax burden exists objectively. Secondly,
from the perspective of control variables,
based on the regression results from (1) to
(3), it is clear that the coefficient of gross
margin on Bl is significantly positive. The
coefficient of Zm is significantly negative,
indicating that the smaller the density of
capital resources and the greater the gross
margin on sales, the heavier the tax burden
of enterprises, and the remaining control
variables are not significant.

Columns (4) to (6) of Table 1 describe
the phased differences in the stickiness of
corporate tax burden under the three sta-
ges of tax reduction and fee reduction.

First, Column (4) reflects the tax bur-
den stickiness in the 2008-2015 structu-
ral tax reduction stage. The value of a, is
0.636, which has specific statistical signif-
icance. Whenever the scale of operating
income expands by 1%, the total tax bur-
den of enterprises increases by 0.636%.
However, the a, coefficient is significantly
negative, with a value of -0.586. In the case
of the existence of tax burden stickiness,
when the performance of enterprises de-
clines, the space for the decline of the total
tax burden of enterprises is compressed to
0.05%, and the tax burden of enterprises is
still not reduced.

Secondly, Column (5) describes the tax
burden stickiness in the stage of business-
to-vat reform in 2016-2017. The positive
value of a, is 0.685. When the scale of op-
erating income increases by 1%, the total
tax burden of enterprises increases by
0.685%. At this time, a, is no longer signi-
ficant, and the stickiness of the corporate
tax burden no longer exists. This shows
that the business-to-vat reform explicit-
ly alleviates the pain of the corporate tax
burden.

Thirdly, Column (6) is the tax burden
stickiness of comprehensive tax reduction
and fee reduction from 2018 to 2019, a, is
significant, and the value is —0.780. When
business volume declines, enterprises do
not reduce tax burden costs but increase
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tax burden costs, but the increase is less
than the tax burden costs when business
volume rises. It shows that the stickiness
of the corporate tax burden is the strong-
est among the three periods of tax and fee
reduction (Table 1).

Column (1) of Table 2 shows the full-
time test results of tax burden stickiness
under the influence of tax-cut policies.
Columns (2) to (4) analyze the results of
corporate tax burden stickiness under the
impact of tax-cut policies during structur-
al tax reduction, comprehensive tax re-
duction, and fee reduction.

It can be seen from Column (1) that
o, is significantly positive, and the value
is negative and statistically significant,
o, (the coefficient of the interaction term

Ln_turn xD) is significantly negative, and
o, (the coefficient of the interaction term
Ln_turn xD xPolicy) is significantly harm-
ful. It shows that the tax-cut policies have
effectively increased the tax burden sticki-
ness of enterprises.

It can be found in columns (2) to (4)
from Column (2), without the influence
of structural tax-cut policies, a greater de-
gree of stickiness of the tax burden on en-
terprises. Under the influence of structural
tax-cut policies, the tax burden on enter-
prises is stickier.

From Column (3), implementing the
comprehensive policy of replacing busi-
ness tax with VAT has dramatically alle-
viated the stickiness of the corporate tax
burden.

Table 1
Analysis of the tax burden stickiness effect of enterprises
©) @ ©) “) ®) )
Variablemame fixed double business- | comprehensive
ol effects fixed el to-vat | tax reduction and
regression . tax cuts .
regression | effect reform fee reduction
Ln turn 0.634***  0.636***  0.627***  0.636***  0.685*** 0.464***
- (50.47) (17.37) (16.89) (42.36) (22.49) (11.75)
Ln turnxD -0.553***  -0.606*** -0.614*** -0.586***  -0.043 -0.780%**
- (-1912)  (-7.82)  (-7.70)  (-16.84)  (-0.56) (-9.61)
7m -0.004**  -0.003*  -0.003*  -0.002*  -0.004** -0.007**
(-4.64) (-1.71) (-1.67) (-1.74) (-2.30) (-2.43)
Roa 0.055%** 0.050 0.052 0.045***  0.497*** 0.269*
(4.07) (1.33) (1.42) (3.26) (3.51) 1.71)
Bl 0.269***  0.675***  0.679***  0.298*** 0.100 0.299***
(9.47) (6.30) (6.38) (8.45) (1.35) (4.57)
Rm 0.007*** 0.008* 0.007 0.005** 0.005 -0.036***
(3.14) (1.65) (1.49) (2.07) (0.70) (-2.82)
Lev 0.004 -0.001 0.003 0.003 0.137* -0.096**
(0.74) (-0.10) (051 (0.68) (1.88) (-1.96)
Size 0.021*** 0.021 0.062***  0.024***  -0.003 0.051***
(5.69) (1.51) (3.36) (5.07) (-0.29) (5.26)
Cz 0.001 -0.456 0.180 0.262 -0.088 -0.579*
(0.01) (-1.23)  (0.35) (148)  (-0.31) (-1.69)
Constant -0.365***  -0.4252** -0.958*** -0.404**  -0.026 -0.651***
(-7.29) (-2.56) (-4.10) (-6.30) (-0.19) (-4.60)
Observations 16128 16128 16128 10752 2688 2688
la G 78ines No No Yes Yes Yes Yes
effect
Time fixed effect No No Yes Yes Yes Yes
Adjusted R? 0.151 0.151 0.156 0.163 0.220 0.093

Notes: Significant at *** p < 0.01, ** p < 0.05, * p < 0.1. T value in parentheses.
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From Column (4), the policy of com-
prehensive tax reduction and fee reduc-
tion will significantly increase the tax
burden stickiness of enterprises. The pos-
sible reason is that in the face of different
types of tax reduction policies, the impact
on the behavior of enterprises is different,
and the choice of accounting conservatism
of enterprises is also different. The tax-
cut policies of income tax are more like-
ly to reduce the accounting conservatism
of enterprises. It is easier to increase the
tax burden stickiness of enterprises by
increasing the optimistic expectations of
enterprise management, increasing the
difficulty of adjusting resource costs and

increasing the information asymmetry of
the principal-agent layer (Table 2).

To study more fully, the central poli-
cies of the three stages of tax reduction
and fee reduction period are sorted out in
Table 3. Structural tax increases under cer-
tain circumstances and conditions during
the structural tax reduction period.

The tax burden of enterprises also
changes structurally with the policy. Dur-
ing the period of the business-to-vat re-
form, the reduction of the tax burden is
distributed according to the bargaining
power of enterprises. During the compre-
hensive tax reduction and fee reduction
period, the corporate tax burden change

Table 2
Analysis of tax-cut policies and enterprise tax burden stickiness effect
@ @) ©) @
Variable name main structural | business-to-vat | comprehensive tax reduction
regression | tax cuts reform and fee reduction

Ln turn 0.630%** 0.636*** 0.690%** 0.464**

- (49.40) (42.41) (22.61) 11.78)
Ln turnxD -0.305***  -0.371*** -0.557*** -0.385**

- (-3.95) (-4.27) (-2.72) (-1.97)

. -2.041%*  -2.048*** 4.242%%% =3.721%
Ln_turnxDxPolicy —— “357 (569 (2.76) (-2.28)
Polic -0.406 -0.246 0.208 -0.211

y (-0.79) (-1.46) (0.59) (-0.61)
7m -0.005%** -0.002* -0.004*** -0.008***
(-4.97) (-1.85) (-2.58) (-2.59)
Roa 0.056*** 0.047*** 0.507*** 0.269*
(4.15) (3.38) (3.58) (1.71)
Bl 0.276*** 0.303*** 0.125*% 0.316***
9.71) (8.45) (1.68) (4.76)
Rm 0.007*** 0.005** 0.006 -0.037***
(3.24) (2.15) (0.85) (-2.93)
Lev 0.004 0.003 0.146** -0.096**
(0.83) (0.64) (2.00) (-1.96)
Size 0.027*** 0.024*** -0.002 0.049%**
(7.13) (5.03) (-0.21) (5.05)
Cz 0.306 0.254 -0.034 -0.606*
(0.61) (1.43) (-0.12) (-1.77)
Constant -0.407***  -0.386*** -0.098 -0.627***
(-7.67) (-5.80) (-0.70) (-4.43)
Observations 16128 10752 2688 2688
Industry fixed effect Yes Yes Yes Yes
Time fixed effect Yes Yes Yes Yes
Adjusted R? 0.155 0.044 0.048 0.036

Notes: Significant at *** p < 0.01, ** p < 0.05, * p < 0.1. T value in parentheses.
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needs further investigation. The focus of
tax arrangements in different tax and fee
reduction periods is different. Compared
with the transfer of turnover tax burden,
the bearer of direct tax is enterprises.

The tax base of enterprise income
tax is often affected by the subjective de-
cision-making strategy of enterprises,
which will cause the sticky effect of the tax
burden (Table 3).

A full-time and phased regression
analysis was conducted to test whether
the macro tax-cut policies affect the tax
burden stickiness of enterprises by reduc-
ing the accounting conservatism of enter-
prises. The results are shown in columns
(1) to (4) of Table 4.

To verify the difference in the effect
of different taxes on the tax-cut policies
on the tax burden stickiness of enterprises
according to the reduction of accounting
conservatism, the test of distinguishing
taxes is carried out. The results are sum-
marized in columns (5) and (6) of Table 4.

Firstly, the empirical results from
Column (1) show that the coefficient o,
is significantly positive, o, (the coeffi-
cient of Ln_turnxD), o, (the coefficient
of Ln_turnxD x Policy), and o, (the coef-
ficient of Ln_turnx D x Policy x Score) are
significantly negative. It shows that after
the implementation of the macro tax-cut
policies, micro-enterprises have made
a pre-judgment on the changes in the

credit market and have chosen to reduce
the accounting conservatism of enter-
prises, which has promoted the increase
of optimistic expectations of enterprise
management, the increase of the cost of
adjusting resources and the deepening
of the contradiction between princi-
pal-agent, thus deepening the asymme-
try between the changes in tax risk cost,
tax service cost, financial tax cost, and tax
direct cost and business volume, increa-
sing corporate tax burden stickiness.

Secondly, from the analysis results of
columns (2) to (4), the structural tax-cut
policies can also significantly strengthen
the tax rigidity of enterprises through the
reduction of accounting conservatism of
enterprises. The coefficient of o, is signi-
ficantly negative, and the coefficient of o,
is positive. It passes the 5% significance
level test, and the coefficient of a, is not
statistically significant, indicating that im-
plementing the comprehensive policy of
replacing business tax with VAT has alle-
viated the pressure of enterprises” higher
tax burden rigidity.

The comprehensive policy of repla-
cing business tax with VAT significantly
reduces enterprises’ tax burden pain. In
the stage of comprehensive tax reduction
and fee reduction, the regression coeffi-
cients a,, o, and a, are significantly nega-
tive, and o, and o, are the most signifi-
cant absolute values of the three stages,

Table 3

Main policies in three phases

Phase name | The period | Types of taxes Main policies

Structural tax 2008-2015 Enterprise Unified domestic and foreign enterprise income

cuts income tax tax; corporate income tax rate adjusted to 25%
Tariff Cut tariff rates on more than 730 imported goods
VAT Pilot scope of some industries
Administrative 253 cancellations in 2012; 347 cancellations and
fees exemptions in 2013; 99 cancellations, exemp-

tions, or suspensions in 2015

Business-to-vat  2016-2017 VAT Business-to-vat reform

reform Administrative 18 exemptions in 2016; 43 cancellations, suspen-
fees sions, or exemptions in 2017

Comprehensive 2018-hitherto Individual

tax reduction income tax
and fe(? VAT
reduction

Individual income tax reform

The tax rate was adjusted from 17% to 13%; the
tax rate was adjusted from 11% to 9%
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indicating that the comprehensive tax-cut
policies can significantly affect the ten-
dency of enterprises to choose to underes-
timate liabilities and overestimate assets.
By reducing the accounting conservatism
of enterprises, to obtain more financing,
the management of enterprises is over-
optimistic and unwilling to adjust costs,
the supervision of shareholders on mana-
gement is weakened, and the tax burden

stickiness is increased. Again, from the re-
gression results of Column (5) income tax
and Column (6) VAT.

On the one hand, the tax-cut policies
have effectively reduced the quality of
corporate accounting information reports,
reduced the requirements of corporate
accounting conservatism, and increased
the stickiness of the corporate income tax
burden.

Table 4

Analysis of the tax-cut policies, accounting conservatism,

and corporate tax burden stickiness effect
) @ ®) “) ©) ©)
. busi comprehensive .
Variable name main | structural| CUS5S oy reduction | CTMErPrIse
. to-vat income VAT
regression | taxcuts = o and fee tax
reduction
Ln turn 0.627***  0.633***  0.690*** 0.461%+* 0.311%* -0.338***
- (49.27)  (42.26)  (22.60) (11.80) (2357)  (-21.10)
Ln turnxD -0.467*** -0.299*** -0.508** -0.476** -0.344***  0.277***
= (-6.36)  (-343)  (-2.28) (-2.44) (-452)  (2.99)
Polic -0.123 -0.261 0.186 -0.161 -0.149 0.021
Y (-0.88)  (-1.55)  (0.52) (-0.47) (-1.03)  (0.12)

" -1.710%* -3.630***  4.053** -4.143** -1.655** -1.825**
(oDl ey (268) (-457) (257) (-2.55) (-251)  (-2.27)
CScore 0.005 0.005 -0.012 0.018 0.006* 0.002

¢ (1.46) (1.23)  (-0.51) (1.54) 1.69)  (0.37)

. -3.449%**  -3.520%**  (0.647 -7.778%* -1.560*** 1.548***
DRGSR gy i) (6 (-5.66) (-354)  (2.89)
7m -0.004**  -0.002*  -0.004** -0.009*** 0.004***  0.001

(-447)  (-1.81)  (-2.54) (-2.86) (391)  (0.90)
Roa 0.061***  0.054***  0.508*** 0.230 0.019 0.012
455)  (393)  (3.59) (1.47) 132)  (0.69)
Bl 0.281**  0.296**  0.124* 0.309%** -0.140*** -0.160***
(9.74) 827)  (1.66) (4.68) (-4.68)  (-4.41)
Rm 0.005** 0.004 0.006 -0.032** 0.002 -0.005*
(2.29) (1.50)  (0.85) (-2.49) 0.62)  (-1.75)
Lev 0.002 0.002 0.146** -0.133*** 0.003 0.008
(054)  (052)  (2.00) (-2.74) 0.60)  (1.42)
Size 0.025***  0.022***  -0.002 0.054*** -0.047*** -0.013***
(6.48)  (459)  (-0.18) (5.54) (-11.95)  (-2.77)
Cz 0.035 0.239 -0.026 -0.644* 0.130 0.287*
025)  (1.35)  (-0.09) (-1.89) 091)  (1.65)
Constant -0.385*** -0.352***  -0.102 -0.670*** 0.596***  0.161**
(-7.05)  (-5.30)  (-0.73) (-4.74) (1053)  (2.34)
Observations 16128 10752 2688 2688 16128 16128
Industry fixed effect Yes Yes Yes Yes Yes Yes
Time fixed effect Yes Yes Yes Yes Yes Yes
Adjusted R? 0.156 0.167 0.223 0.103 0.103 0.046

Notes: Significant at *** p < 0.01, ** p < 0.05, * p < 0.1. T value in parentheses.
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On the other hand, under the impact
of tax-cut policies, the tax burden sticki-
ness of VAT disappears. This may be be-
cause the corporate income tax base is
more subjective, and the reduction of ac-
counting conservatism under the tax-cut
policies has a more significant impact on
the decision-making of corporate income
tax burden, a greater degree of stickiness
of the tax burden on enterprises (Table 4).

To distinguish ownership types and
industries, listed companies are divided
into six sample groups: private enter-
prises, state-owned enterprises, service
industries, high-tech manufacturing in-
dustries, and non-high-tech manufactu-
ring industries. The results are summa-
rized in columns (1) to (5) of Table 5.

From the perspective of ownership
types, from the regression coefficient o, of
columns (1) and (2), the tax burden sticki-
ness of state-owned enterprises is more
robust than that of non-state-owned en-
terprises, which may be due to the agency
problems within state-owned enterprises
and the self-interest of management. From
the regression coefficient a,, the value of
state-owned enterprises is positive, and
the value of private enterprises is nega-
tive, indicating that the tax-cut policies
significantly inhibit the tax burden sticki-
ness of state-owned enterprises, but in-
creases the tax burden stickiness of private
enterprises.

The possible reason is that the tax-cut
policies increase the optimistic expecta-
tions of the management of non-state-
owned enterprises, which in turn increa-
ses the related tax burden costs, thereby
increasing the tax burden stickiness of
private enterprises; from the regression
coefficient o, it is significantly negative,
indicating that both state-owned enter-
prises and private enterprises tax reduc-
tion policies have prompted enterprises
to make decisions to reduce accounting
conservatism, which in turn has increased
the optimistic expectations of enterprise
management, increased the difficulty of
adjustment costs and reduced the super-
vision of shareholders, increased the tax
burden stickiness of enterprises, and pri-
vate enterprises have a more vital subjec-
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tive willingness to reduce accounting con-
servatism.

This may be based on the fact that pri-
vate enterprises believe that tax reduction
policies can improve enterprises’ finan-
cing environment, reduce enterprises” fi-
nancing costs, reduce the quality of their
accounting information report, and to an
unavoidable extent, damage the inter-
ests of creditors. Out of doubt about the
authenticity of corporate financial infor-
mation, creditors will further reduce in-
vestment, and the financing environment
faced by enterprises will deteriorate.

Due to the increase of management’s
optimistic expectations, the difficulty
of adjustment costs, and the increase of
agency conflicts brought by tax reduction
policies, the stickiness of the corporate tax
burden will eventually increase.

Firstly, the coefficient o, of the inter-
action term Ln_turn x D is significantly ne-
gative, indicating tax burden stickiness in
the service, high-tech, and non-high-tech
manufacturing industries. The tax burden
stickiness of the non-high-tech manu-
facturing industry is the largest, and the
stickiness of the high-tech manufacturing
industry is the smallest. The cost manage-
ment level of the non-high-tech manufac-
turing industry is low, and the efficiency
of internal resource allocation could be
better than that of the high-tech manufac-
turing industry.

Secondly, as long as the coefficient a,
of the interaction term Ln_turn x D x Policy
of the non-high-tech manufacturing in-
dustry is significantly negative, it shows
that the tax reduction and fee reduction
policy has significantly increased the tax
burden stickiness of enterprises. It may
be because when there are no tax-cut po-
licies, the financing problem of the non-
high-tech manufacturing industry is more
serious. The tax-cut policies increase the
optimistic expectation of the non-high-
tech manufacturing industry to improve
financing problems.

Thirdly, the coefficient o, of the inte-
raction term Ln_turn x D x Policy % Score is
significantly harmful. The absolute value
of the manufacturing industry is greater
than that of the service industry. The value
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of the high-tech manufacturing industry
is greater than that of the non-high-tech
manufacturing industry, indicating that
the high-tech manufacturing industry is
facing the impact of tax reduction policies
and reducing the quality of accounting in-
formation.

The possible reason is that the capi-
tal-intensive  high-tech manufacturing
industry has less competition, the choice
of accounting policy robustness is more

comprehensive, and the high-tech ma-
nufacturing industry is booming. Ma-
nagers are more optimistic about the mar-
ket prospects in the face of the country’s
large-scale tax cuts and profit concession
policies. Even in the face of declining per-
formance, the optimistic attitude of ma-
nagers of enterprises will still make enter-
prises reduce costs and not reduce costs
to a lesser extent, resulting in tax burden
stickiness (Table 5).

Table 5

Heterogeneity analysis of the tax-cut policies, accounting conservatism,
and corporate tax burden stickiness

©) ) ©) “) ©)
Variable name private |state-owned| service g e gz
. . . . |manufacturing| manufacturing
enterprises | enterprises | industries | . .
industry industry
Ln turn 0.624*** 0.628***  0.656*** 0.544*** 0.637+**
- (34.06) (35.04) (29.89) (17.11) (37.24)
Ln turnxD -0.267*%*%  -0.841***  -0.447*** -0.370** -0.497%**
- (-2.62) (-7.59) (-2.62) (-1.96) (-5.13)
. -0.031 -0.045 0.120 -0.724** -0.034
Policy
(-0.13) (-0.25) (0.50) (-2.03) (-0.18)

: -4700°%  3.636**  -0.404 ~1.780 -1.697*
Lo rrny DxgRelicy (-543)  (367)  (-0.26) (-0.90) (-2.14)
CScore 0.004 0.007 -0.012 0.028 0.006

(0.56) (1.64) (-1.22) (1.11) (1.61)

] -4.453*+*  _1.983***  -2.540%** -5.069*** -2.842%**
IIIEEIDHEIEESE Ao ey ) (-4.42) (£5.21)
- -0.003*  -0.006**  -0.004**  -0.001 ~0.005%**

(-2.52) (-439)  (-3.09) (-0.43) (-3.41)
Roa 0.055%** 0.061** 0.001 0.087*** 0.191%**
(3.29) (2.46) (0.07) (4.29) (4.18)
Bl 0.205*** 0.348***  0.309*** 0.199*** 0.305***
(4.59) (9.06) (7.27) (3.17) (6.74)
Rm 0.004 0.005* -0.003 0.005 0.007**
(1.25) (1.65) (-0.61) (0.99) (2.39)
Lev 0.004 -0.001 0.007 -0.003 0.006
(0.65) (-0.13) (1.29) (-0.29) (0.52)
Size 0.032%** 0.022%+* 0.017%** 0.039%** 0.024***
(4.84) (4.46) (2.67) (3.50) (4.68)
C -0.152 0.180 0.024 0.592 -0.081
(-0.59) (1.11) (0.11) (1.53) (-0.44)
Constant -0.446***  -0.375***  —-(0.299*** -0.495*** -0.368***
(-4.76) (-5.42) (-3.30) (-3.19) (-5.09)
Observations 6792 9336 3371 2811 9946
Industry fixed effect Yes Yes Yes Yes Yes
Time fixed effect Yes Yes Yes Yes Yes
Adjusted R? 0.171 0.144 0.138 0.210 0.155

Notes: Significant at *** p < 0.01, ** p < 0.05, * p < 0.1. T value in parentheses.
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This paper has carried out the follo-
wing stability tests: one is to replace the
explained variable; second, change the
time dimension; third, change the regres-
sion method.

Column (1) in Table 6 describes the
calculation method for replacing the core
explained variable. Referring to the study
of Gan et al. [4], it is mentioned that the
calculation method of the tax burden is
to pay various tax burdens-return the tax

burden received. The regression coeffi-
cient a, is significantly positive, and the
coefficients a,, 0, and o, are significantly
negative, indicating that by relaxing the
accounting conservatism of enterprises,
the tax-cut policies enhance the tax bur-
den of enterprises. The degree of pain is
very robust.

The description of Column (2) in
Table 6 is a test method to narrow the
time dimension. The sample data from

Table 6

Stability test of tax-cut policies, accounting conservatism,
and corporate tax burden stickiness

@ @ (€]
Names of variables replace the explained | change the time | change the regression

variable dimension method

Ln turn 0.229*** 0.626*** 0.677*+*

- (15.66) (47.09) (82.51)

-0.326*** -0.460*** -0.495***

R (-3.86) (-5.97) (-10.46)

Polic -0.174 -0.132 -0.041

y (-1.08) (-0.86) (-0.45)

. -1.718** -1.770%** -0.144
Ln_turnxDxPolicy (-234) (£2.65) (-035)
CScore 0.005 0.005 0.004*

(1.33) (1.39) (1.93)
Ln_turnxDxPolicy xScore —%310;)1* ; ) _?_4;6{;18; i _%_25215; .
7m 0.003*** -0.005*** -0.002%**
2.77) (-4.64) (-3.00)
Roa 0.021 0.095%** 0.035%**
(1.33) (5.58) (4.03)
Bl -0.052 0.309*** 0.069***
(-1.57) (9.81) (3.72)
Rm -0.002 0.006** 0.001
(-0.97) (2.35) (0.45)
Lev -0.001 0.010* 0.004
(-0.19) (1.73) (1.27)
Size -0.043*** 0.027*** 0.005*
(-9.89) (6.39) (1.82)
Cz 0.232 0.048 0.036
(1.46) (0.32) (0.40)
Constant 0.531*** -0.438*** -0.069**
(8.46) (-7.28) (-1.97)
Observations 16128 14784 16128
Industry fixed effect Yes Yes Yes
Time fixed effect Yes Yes Yes
Adjusted R? 0.087 0.157 -

Notes: Significant at *** p < 0.01, ** p < 0.05, * p < 0.1. T value in parentheses.
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2009 to 2018 are selected. Under the im-
pact of tax reduction policies, by redu-
cing the reporting quality of accounting
information, corporate tax burden sticki-
ness is still widespread in China’s listed
companies. The results of this study are
pretty robust.

Column (3) in Table 6 shows the
test results of changing the regression
method. To avoid the median regression
being carried out to interfere with out-
liers in the empirical analysis, it can be
seen that the coefficient of a, is positive
and statistically significant (Table 6).

The regression coefficients of a,, a,
and o, are negative and pass the signifi-
cance test, which confirms that the tax-cut
policies can effectively enhance the sticki-
ness of corporate tax burden. In summary,
the empirical results of this paper are very
robust.

5. Discussion

The discussion section of this study
presents essential findings on the relation-
ship between tax-cut policies, accounting
conservatism, and corporate tax burden
stickiness. Our results verify the research
hypothesis that tax-cut policies increase
corporate tax burden stickiness through
decreased accounting conservatism.

Specifically, our findings suggest that
macro tax-cut policies weaken accoun-
ting conservatism in micro-enterprises,
leading to various costs such as increased
tax risk, service, financial, direct, and
business volume asymmetry, ultimately
contributing to the increased stickiness of
the corporate tax burden. Structural and
comprehensive tax-cut policies can sig-
nificantly reinforce the tax rigidity of en-
terprises during the differentiation stage
by decreasing accounting conservatism.
It is also worth noting that VAT repla-
cing business tax significantly inhibits tax
burden stickiness.

Furthermore, we find that tax-cut
policies reduce the quality of corporate
accounting information reporting, which
leads to an increase in corporate income
tax burden stickiness while having no im-
pact on VAT’s tax burden stickiness. Tax-
cut policies decrease the accounting con-
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servatism of both state-owned and private
enterprises, with private enterprises being
more willing to reduce their accounting
conservatism.

Finally, we observe that the high-tech
manufacturing industry experiences the
most significant reduction in accounting
information quality, which affects tax bur-
den stickiness under the influence of tax-
cut policies.

Our study highlights that tax cost em-
bodies enterprise resource input, occupa-
tion, and consumption, closely relating to
enterprise management decision-making,
management cost level, and market risk
judgment ability. As such, enterprises
must establish a long-term dynamic tax
cost management mechanism that classi-
fies and controls corporate tax costs based
on different criteria, adjusts costs prompt-
ly according to the market environment,
and enhances the ability to resist risks in
a circular economy.

This paper contributes to the litera-
ture on corporate tax burden stickiness in
three main ways.

Firstly, we adopt a novel perspective
by investigating enterprises’ overall tax
burden stickiness, analyzing, and com-
paring the stickiness of value-added and
income tax.

Secondly, our study considers various
stages of tax reduction policies, including
structural tax reduction, VAT reform, and
sweeping tax cuts and fee reductions. This
leads to a comprehensive understanding
of corporate tax burden stickiness.

Lastly, we identify the transmission
mechanism between macro-level tax re-
duction policies and micro-level enterprise
tax burden stickiness. This contributes
to a better understanding the interaction
between macroeconomic policy and micro-
enterprise behavior.

6. Conclusions

This study explores the relationship
between tax-cut policies, accounting
conservatism, and corporate tax burden
stickiness using data from listed enterpri-
ses between 2008 and 2019.

Our results verify the research hy-
pothesis that tax-cut policies increase cor-
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porate tax burden stickiness through de-
creased accounting conservatism.

The research concludes that a reduc-
tion in accounting conservatism caused
by macro tax-cut policies results in an in-
creased stickiness of the corporate tax bur-
den. Structural and comprehensive tax-cut
policies can enhance the tax rigidity of en-
terprises during the differentiation stage.

Furthermore, it found that tax-cut pol-
icies negatively affect the quality of cor-
porate accounting information reporting.
Therefore, enterprises should establish a
long-term dynamic tax cost management
mechanism to mitigate risks.

The study recommends increasing
transparent enterprise information con-
struction, such as accounting conserva-
tism, to suppress tax burden stickiness
due to macroeconomic policies.

Using comparative studies, future re-
search could investigate the impact of dif-
ferent tax systems and government regu-
lations on tax burden stickiness.

In addition, researchers could use
other measures of accounting conserv-
atism, such as earnings smoothing, to
explore further the relationship between
tax-cut policies, accounting conservatism,
and corporate tax burden stickiness.

References

1. Cheng H., Yang Y. Tax burden stickiness: A new perspective to interpret the pain of
corporate tax burden. Business Research. 2019;1:49-59. https://doi.org/10.13902/j.cnki.

syyj.2019.01.007

2. Blaufus K., Bob J.,, Hundsdoerfer J., Kiesewetter D., Weimann J. Decision heuristics
and tax perception-An analysis of a tax-cut-cum-base-broadening policy. Journal of Economic
Psychology. 2013,35:1-16. https:/ /doi.org/10.1016/j.joep.2012.12.004

3. Elmi H., Salteh M.H. The Impact of Tax Avoidance on Costs Stickiness Emphasizes
the Role of Corporate Business Strategy. Journal of Accounting and Auditing Research.
2020;12(45):113-132. https:/ /doi.org/10.22034 /IAAR.2020.107127

4. Bugeja M., Lu M., Shan Y. Cost stickiness in Australia: Characteristics and determinants.
Australian Accounting Review. 2015;25(3):248-261. https:/ /doi.org/10.1111/auar.12066

5.Liu C.,, Wang Q., Chao F. Excessive management expenses and “real” performance of
enterprises: Promotion or inhibition? Southern Economics. 2017;338(11):103-124. http://doi.

org/10.19592/j.cnki.scje.331028

6. Xiao J., Xie L. Does “social security into tax” enhance the tax burden stickiness of
corporate income tax? An empirical test based on the perspective of labor cost. Contemporary
Finance & Economics. 2022;9:28-39. https:/ /doi.org/10.13676/j.cnki.cn36-1030/£.2022.09.007

7.Gan S., Guo F., Yang W. Government tax collection and management, local governance
environment, and corporate tax burden stickiness. Accounting Monthly. 2020;8:135-143.
https:/ /doi.org/10.13676/j.cnki.cn36-1030/£.2022.09.007

8. Banker R.D., Byzalov D., Plehn-Dujowich J.M. Sticky Cost Behavior: Theory and Evidence.
AAA 2011 Management Accounting Section (MAS), Meeting Paper. 2010. https://doi.

org/10.2139/ssrn.1659493

9. Liang S. Does institutional investors” ownership affect the company’s cost stickiness?
Management World. 2018;34(12):133-148. https:/ /doi.org/10.19744 /j.cnki.11-1235/£.2018.0039

10. Daryaei A.A,, Fattahi Y., Sadeqi H., Hasani R. Management characteristics and cost
stickiness: an examination based on agency theory. Environmental Energy and Economic Research.
2021;5(1):1-15. https:/ /doi.org/10.22097 / eeer.2020.230712.1156

11. Krisnadewi K.A., Soewarno N. Optimism and profit-based incentives in cost
stickiness: an experimental study. Journal of Management Control. 2021;32(1):7-31. https:/ /doi.

org/10.1007/s00187-020-00309-w

12.Cong Y., Zhou Y.J. The characteristics, effects, and policy suggestions of “tax
burden rigidity” in China’s current tax system: An empirical analysis based on data from
manufacturing listed companies from 2013 to 2016. Southern Economy. 2017;6:53-63. https://

doi.org/10.19592/j.cnki.scje.2017.06.003

13. Tao D., Chen Z. Digital upgrading of tax administration and tax burden stickiness of
enterprises. Fiscal Science. 2023;88(4):89-105. https:/ /doi.org/10.19477 /j.cnki.10-1368 /£.2023.04.011


https://doi.org/10.13902/j.cnki.syyj.2019.01.007
https://doi.org/10.13902/j.cnki.syyj.2019.01.007
https://doi.org/10.1016/j.joep.2012.12.004
https://doi.org/10.22034/IAAR.2020.107127
http://dx.doi.org/10.1111/auar.12066
http://dx.doi.org/10.1111/auar.12066
http://dx.doi.org/10.1111/auar.12066
https://doi.org/10.13676/j.cnki.cn36-1030/f.2022.09.007
https://doi.org/10.13676/j.cnki.cn36-1030/f.2022.09.007
http://dx.doi.org/10.2139/ssrn.1659493
http://dx.doi.org/10.2139/ssrn.1659493
https://doi.org/10.19744/j.cnki.11-1235/f.2018.0039
https://doi.org/10.22097/eeer.2020.230712.1156
https://doi.org/10.1007/s00187-020-00309-w
https://doi.org/10.1007/s00187-020-00309-w
https://doi.org/10.19592/j.cnki.scje.2017.06.003
https://doi.org/10.19592/j.cnki.scje.2017.06.003
https://doi.org/10.19477/j.cnki.10-1368/f.2023.04.011

Journal of Tax Reform. 2023;9(2):197-216 eISSN 2414-9497

14. Ferede E., Dahlby B., Adjei E. Determinants of statutory tax rate changes by the
Canadian provinces. Economics of Governance. 2015;16(1):27-51. https://doi.org/10.1007/
s10101-014-0153-6

15.Lin Z., Wang M. The impact of the merger of state and local tax administrations
on tax burden stickiness of enterprises. Financial Research. 2023;479(1):54-70. https:/ /doi.
org/10.19477 /j.cnki.11-1077/£.2023.01.008

16. Deng J., Yang J. Mixed Ownership Reform, Non-state Shareholder Governance and
the Stickiness of Tax Burden in State-owned Enterprises. Taxation and Economic Research.
2022;27(6):34-42. https:/ /doi.org/10.16340/j.cnki.ssjjyj.2022.06.003

17. Kong M.Q., Tang J.X., Chen D. Managerial self-interest behavior, and tax burden
stickiness: Empirical evidence based on listed companies in Shanghai and Shenzhen. Finance:
Theory and Practice. 2020;41(3):103-108. https:/ /doi.org/10.16339/j.cnki.hdxbcjb.2020.03.014

18. Hu H.S., Wu S.Q. Causes of enterprise income tax burden stickiness and its impact
on upgrading local industrial structure. Journal of Finance Research. 2020;7:113-129. https://
doi.org/10.19477 /j.cnki.11-1077 /£.2020.07.009

19. Correa-Caro C., Medina L., Poplawski-Ribeiro M., Sutton B. Fiscal Stimulus Impact on
Firms’ Profitability During the Global Financial Crisis. IMF Working Papers, WP/18/251. 2018.
39 p. https:/ /doi.org/10.5089/9781484380659.001

20. Jin X., Wu H. Economic policy uncertainty and cost stickiness. Management Accounting
Research. 2021;52:100750. https:/ /doi.org/10.1016/j.mar.2021.100750

21.Rao P., Yue H.,, Jiang G. Economic policy uncertainty and corporate investment
behavior: An empirical study. World Economics. 2017;40(2):27-51. https:/ /doi.org/10.19985/.
cnki.cassjwe.2017.02.003

22. Xin X., Wong ]J.B., Hasan M.M. Stakeholder orientation and cost stickiness. Journal of
Behavioral and Experimental Finance. 2021;32:100592. https:/ /doi.org/10.1016/j.jbef.2021.100592

23. LiY. Earnings Management Motivation and Cost Stickiness - Research Based on Private
Equity Placement. American Journal of Industrial & Business Management. 2018;8(3):597-606.
https:/ /doi.org/10.4236/ ajibm.2018.83039

24. Nikolaos A., Adair M., Margarita T. Measuring Income Tax Evasion Using Bank
Credit: Evidence from Greece. Quarterly Journal of Economics. 2016;131(2):739-798. https:/ /doi.
org/10.1093/ qje/ qjw009

25. Huajie D. The Effects Analysis of China’s Tax and Fee Reduction Policies. China Economic
Transition. 2020;3(4):60-69. https://doi.org/10.3868 /5060-010-020-0044-1

26.Liao F.M.,, Zhu Q.Z, Ye S.Q. Policy Burden, Information Transparency, and
Enterprise Cost Stickiness. Contemporary Finance & Economics. 2019(12):119-130. https:/ / doi.
org/10.13676/j.cnki.cn36-1030/£.2019.12.013

27.Lin F., Wu C.-M,, Fang T.Y, Wun ].-C. The relations among accounting conservatism,
institutional investors, and earnings manipulation. Economic Modelling. 2014;37:164-174.
https:/ /doi.org/10.1016/j.econmod.2013.10.020

28. Chen L.H., Folsom D.M., Paek W., Sami H. Accounting conservatism, earnings
persistence, and pricing multiples on earnings. Accounting Horizons, Forthcoming.
2014;28(2):233-260. https:/ /doi.org/10.2139/ss1n.964250

29. Watts R.L. Conservatism in Accounting Part I: Explanations and Implications.
Accounting Horizons. 2003;17(3):207-221. https:/ /doi.org/10.2308 /acch.2003.17.3.207

30.Sohn B.C. Analyst forecast, accounting conservatism, and the related valuation
implications. Accounting & Finance. 2012;52(s1):311-341. https://doi.org/10.1111/j.1467-
629X.2011.00428.x

31. Alves S. Does Institutional Ownership Affect Accounting Conservatism in Portuguese
Capital Market? International Journal of Accounting and Finance Studies. 2021;4(1):17-29.
https:/ /doi.org/10.22158 /ijafs.v4nlpl7

32.Qian G., Liu B, Wang Q. Government subsidies, state ownership, regulatory
infrastructure, and the import of strategic resources: Evidence from China. Multinational
Business Review. 2018;26(4):319-336. https:/ /doi.org/10.1108 / MBR-10-2017-0080

33. Kou M. R&D Cost Stickiness and Enterprise Performance Based on Empirical Test Using
WEISS Model. Proceedings of the International Conference on Information Economy, Data Modeling
and Cloud Computing, ICIDC 2022. 2022;10:1-8. https:/ /doi.org/10.4108/ eai.17-6-2022.2322881

214


https://doi.org/10.1007/s10101-014-0153-6
https://doi.org/10.1007/s10101-014-0153-6
https://doi.org/10.19477/j.cnki.11-1077/f.2023.01.008
https://doi.org/10.19477/j.cnki.11-1077/f.2023.01.008
https://doi.org/10.16340/j.cnki.ssjjyj.2022.06.003
https://doi.org/10.16538/j.cnki.jfe.2020.03.010
https://doi.org/10.19477/j.cnki.11-1077/f.2020.07.009
https://doi.org/10.19477/j.cnki.11-1077/f.2020.07.009
https://doi.org/10.5089/9781484380659.001
https://doi.org/10.1016/j.mar.2021.100750
mailto:%5B1%5DRao%2C%20P.%2C%20Yue%2C%20H.%2C%20Jiang%2C%20G.%20Economic%20policy%20uncertainty%20and%20corporate%20investment%20behavior:%20An%20empirical%20study.%20World%20Economics.%202017%3B40%2802%29:27-51.%20https:/doi.org/10.19985/j.cnki.cassjwe.2017.02.003.?subject=
mailto:%5B1%5DRao%2C%20P.%2C%20Yue%2C%20H.%2C%20Jiang%2C%20G.%20Economic%20policy%20uncertainty%20and%20corporate%20investment%20behavior:%20An%20empirical%20study.%20World%20Economics.%202017%3B40%2802%29:27-51.%20https:/doi.org/10.19985/j.cnki.cassjwe.2017.02.003.?subject=
mailto:/10.1016/j.jbef.2021.100592?subject=
https://doi.org/10.4236/ajibm.2018.83039
https://doi.org/10.1093/qje/qjw009
https://doi.org/10.1093/qje/qjw009
https://doi.org/10.3868/s060-010-020-0044-1
https://doi.org/10.13676/j.cnki.cn36-1030/f.2019.12.013
https://doi.org/10.13676/j.cnki.cn36-1030/f.2019.12.013
https://doi.org/10.1016/j.econmod.2013.10.020
https://doi.org/10.2139/ssrn.964250
https://doi.org/10.2308/acch.2003.17.3.207
https://doi.org/10.1111/j.1467-629X.2011.00428.x
https://doi.org/10.1111/j.1467-629X.2011.00428.x
https://doi.org/10.22158/ijafs.v4n1p17
https://doi.org/10.1108/MBR-10-2017-0080
https://doi.org/10.4108/eai.17-6-2022.2322881

eISSN 2414-9497 Journal of Tax Reform. 2023;9(2):197-216

34. House C.L., Shapiro M.D. Phased-in tax cuts and economic activity. American Economic
Review. 2006;96(5):1835-1849. https:/ /doi.org/10.1257 /aer.96.5.1835

35.Fan Y., Li H., Zhu Q. Tax burden reduction and tax cuts in China’s vat reform. Journal
of Tax Reform. 2019;5(1):23-41. https:/ /doi.org/10.15826/jtr.2019.5.1.058

36.Liu J., Liu F. Fiscal centralization, government control and corporate tax burden:
Evidence from China. China Journal of Accounting Studies. 2013;(3-4)1:168-189. https:/ /doi.org/
10.1080/21697221.2013.870367

37.Basu S. The conservatism principle and the asymmetric timeliness of earnings. Journal
of Accounting and Economics. 1997;24(1):3-37. https:/ /doi.org/10.1016/50165-4101(97)00014-1

38. Zhang Y. Research on the Influence of High-Tech Enterprise Strategy on Commercial Credit
Financing. Science Innovation. 2023;11(3):111-117. https:/ /doi.org/10.11648 /].51.20231103.13

39. Shao R., Chen C., Mao X. Profits and losses from changes in fair value, executive cash
compensation and managerial power: Evidence from A-share listed companies in China. China
Journal of Accounting Research. 2012;5(4):269-292. https:/ /doi.org/10.1016/j.cjar.2012.11.002

Acknowledgments

We sincerely thank the anonymous reviewers who provided invaluable feedback and
constructive criticism of our paper. Your insightful comments and suggestions have contributed
significantly to improving this work, and we are truly grateful for your time and effort in
reviewing my manuscript. In addition, we would like to thank the editorial team of the Journal
of Tax Reform for their patient guidance and meticulous support throughout the process. Finally,
we would like to acknowledge the support of our colleagues, whose contributions have been
vital to completing this research.

Information about the Authors

Feilei Li - Ph.D., lecturer, the Lyceum of the Philippines University (Manila, Metro Manila, 1000,
Philippines), the Legal Affairs Department of Nanchang Institute of Technology (No. 901 Hero
Avenue, Qingshanhu District, Nanchang City, Jiangxi Province, China). ORCID: https:/ /orcid.
org/0009-0003-8273-3629, e-mail: 363654276@qq.com

Luhua Xie - Ph.D., Lecturer, the Accounting Department of Fujian Agriculture and
Forestry University (No. 15 Shangxia Shop Road, Cangshan District, Fuzhou City,
Fujian Province, China, 350002). ORCID: https:/ /orcid.org/0009-0002-8044-8544, e-mail:
xieluhua2022@126.com

Yexiang Ruan - Student, the Overseas Education College of Fujian Business College (No. 8
Tingjiang Road, Tingjiang Town, Mawei District, Fuzhou City, Fujian Province, China). ORCID:
https:/ /orcid.org/0009-0000-8036-977X; e-mail: 3127209517@qq.com

For citation

Li F., Xie L., Ruan Y. Tax-Cut Policies, Accounting Conservatism, and Corporate Tax Burden
Stickiness: Empirical Analysis from China. Journal of Tax Reform. 2023;9(2):197-216. https:/ / doi.
org/10.15826/jtr.2023.9.2.137

Article info
Received April 17, 2023; Revised May 24, 2023; Accepted June 27, 2023

BaaropapHocTH

MsI vcKpeHHe OraromapmM aHOHVMMHBIX PELIeH3€HTOB, IIPEIOCTABMBINMX IIEHHBIE OT3BIBBI
VI KOHCTPYKTMBHYIO KPUTHKY HallleVl CTaThi. Balrv mpoHwmIIaTe IbHbIle KOMMEHTapU U TIpefi-
JIOKEHVISI BHECIIVI 3HAUMUTeIIbHBIV BKJIAJ], B YLy dIlIeHe 3TOV paboThL, 11 MBI ICKpeHHe Or1aromap-
HBI BaM 3a Ballle BpeMsl 1 YCWUJIVS, TIOTpadeHHbIe Ha PelieH3poBaHe Moer pykomvicn. Kpome
TOTO, MBI XOTeJIV OBl IT00JIarolapuThk pefakiinio XypHasa «Journal of Tax Reform» 3a mx Tep-
IIeJIBOe PYKOBOJICTBO M TIIATEIFHYIO IOAIEPXKKY Ha IIPOTSDKEHUN Beero mporecca. Hakorerr,
MBI XOTer OBl [T06I1aroapmTh HAIIIVIX KOJIIET 3a IIOIEPIKKY, Yer BKyIall ObUT )KM3HEHHO BaXKeH
IUISL 3aBePLIEHSI 9TOTO VCCIIEOBAHMSL.
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