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ABSTRACT

The effects of anti-corruption on economic development and enterprise
growth have always been the focus of academic attention, especially in the current
China with sustained economic growth but increasing serious corruption, this
"double high mystery" has attracted great attention of domestic scholars. Using
micro level enterprise data, the existing literature mainly focus on the effect of
corruption on the enterprise production efficiency, investment and financing and
corporate governance, few research has been found on the relationship between
corruption and corporate tax avoidance, moreover, the mechanism is still needed
to be clarified.

Taking the anti-corruption actions raised by the China’s 18t Party Congress
as an exogenous policy impact event, this paper uses the national corporate tax
survey data of G province from 2012-2013 to identify the corporate corruption
level by observing the changes of business entertainment expenses and its
proportion on business income before and after the new anti-corruption policy.In
order to alleviate the endogenous problem, the paper applies the
difference-in-difference model to examine the impacts of anti-corruption on
corporate tax avoidance behavior and its potential mechanism. The empirical
results suggest that after the China’s 18th Party Congress, compared to the control
group, those enterprises with higher corruption incidence have significantly
increased tax avoidance. And the results further show that the relationship will be
more pronounced if the taxation authority is a national one or the enterprise is
private. Moreover, the research on the impact mechanism shows that, under the
premise of the increase in tax collection and management intensity, the
anti-corruption will influence the corporate tax avoidance behavior through
raising the prepayment rate of enterprise income tax and increasing the overall
tax and fee burden. This paper extends the understanding of the economics of
corruption in the field of taxation, and provides a useful inspiration for the

management of business entertainment expenses and the reduction of corporate



tax avoidance.

Key words: Anti-corruption; Corporate tax avoidance; Prepayment rate of income

tax; Overall tax and fee burden
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T 1R 2 I BURE ) BB WA T A 45 3 7 BB [ Y AT, MR 1 T oot 42
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JEE WU TR T I R R BRI — L AR 2 B O i, (R I3 e
JELETE IR S BN NS L LEIAT 23X — ) H AT B 18, WA R
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BRI ] N 2257 e R [ 5K 1) BEEPS 1 B4 G B 74 1 PI4E, 2004—2005 5F),
WFIE R I BT I s 5 A V3G 2 TR AP AR B I IR I R &R, AR AR A 2
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