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Abstract

Taxation is one of the most important factors affecting corporate financing
decisions, as different types of taxes and tax rates present various influences on
corporate capital structure decisions. The majority of current research discusses the
impact of tax shield on financing decisions, with limited attention left on that of tax
evasion and avoidance, which consists the significant elements of non-debt tax shield
relating corporate finance. Domestically, the research on the interaction of tax evasion
and avoidance towards financing decisions remains in the preliminary stage. However,
accompanied by the increasingly grim corporate finance predicament situation,
growing financing risks as well as the existence of loopholes in taxation laws,
enterprises, as rational economic entities pursuing to maximize their own value, will
put more weight on tax evasion and avoidance during financia policies and capital
structure decisionsin all probability. Consequently, there exists strong theoretical and
practical significance for elaborating the impact of corporate income tax (CIT)
evasion and avoidance on financing decisions.

Based on existing literature, this paper firstly constructed an econometric model
to examine the impact CIT evasion and avoidance on financing decisions with the
overall data from Chinas listed companies. Secondly, in pursuit for objective
judgment on the impact of CIT evasion and avoidance towards the financing behavior
as well as the corresponding transduction mechanism, classifications was applied to
investigate whether the nature of property rights and the level of management
incentives produce significant difference. Finally, after presenting possible
explanations concerning the empirical results, this paper formulated policy proposals
towards perfecting the financial system and tax system, and rationalizing corporate
financing behaviors. The full text consists of four parts:

The first part is the first two chapters. It introduced the background, research
thinking, structure, methods and so on. And it reviewed and analyzed related theoretic

about income tax evasion and avoidance and corporate financing decisions.



The second part is the third chapter. First it defined the concept of tax evasion
and avoidance and financing decisions. Then the chapter discussed the interaction of
tax evasion and avoidance towards financing decisions classifiably based on the
nature of property rights, and analyzed the corresponding transduction mechanism for
the impact of tax evasion and avoidance on financing decisions based on the
principal-agent theory.

The third part is the fourth and fifth chapters. By constructing an econometric
model, it analyzed the impact of CIT evasion and avoidance on financing decisions as
well as whether the nature of property rights and the level of management incentives
produce significant difference.

The fourth part is the sixth chapter. Based on the theoretical and empirical
anaysis, it came to a conclusion that CIT evasion and avoidance indeed affect
financing decisions. Then the chapter formulated policy proposals, and pointed out

the limitations of this article which need future research.

Key Words: Income Tax Evasion and Avoidance; Financing Decisions, Empirical

Analysis.
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