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t+2 (CETRE-(HQ))
3 0. 258 0. 275; t-3 ~ -1
(CETR, (, 5 ,.y)
3.1 0.230 0.214;
1 Panel (TE)
A (t-3 ~t-1 0. 588 1
Lo~ t+2 ) 58. 8%
Panel B .
( CETR; (1 Hz)) 0. 258
Panel A t o~ (0.257)
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Table 1 Descriptive statistics of variables
‘ 5% ‘ 95%
Panel A: N N
CETR; (, 142 9 542 0.258 0.275 0. 055 0. 196 0. 602
CETR; (3 1) 9 542 0.230 0.214 0.036 0.184 0.522
TE 9 542 0.588 0.492 0. 000 1. 000 1. 000
CETR; (, 1) 9 542 0.258 0. 067 0. 149 0.257 0.368
Panel B:
SIZE 9 542 21.925 1.186 20. 275 21.761 24. 180
MTB 9 542 2.713 1.716 1.079 2.215 6. 166
LEV 9 542 0. 465 0.190 0.137 0.471 0.772
ROA 9542 0.193 0. 147 0. 027 0.158 0. 487
INVINC 9542 0. 026 0. 050 -0.003 0. 007 0. 126
CAPINT 9542 0.243 0.169 0.018 0.211 0.576
INDCETR 9542 0.170 0.052 0. 087 0. 161 0.262
LOSS 9542 0.037 0.104 0. 000 0. 000 0.250
INVINT 9 542 0.174 0. 156 0. 007 0.134 0. 544
ATR 9 542 0.209 0. 063 0. 150 0.210 0.330
GDP 9 542 10. 632 0. 629 9. 398 10. 733 11. 450
SECOND 9 542 0. 460 0. 086 0.235 0. 484 0.557
3.2 ;o (3)
(4)
2
(1) ~ (4) 2 (1) CE-
13 ~1+2 TR; (, 5,y 0. 119 1%
(CETR; (, ,.y)
(1)
88.1% (1 -0.119)@.  (2) CE-
p(2) TR, (, 5,y xTE 0. 110 1%
@ Kim ? 69.2%
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(3) (4)
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Table 2 The effect of tax enforcement on the speed of adjustment to target level of tax burden
: CEYRL (1t t+2)
(1) (2) (3) (4)
0.119*** 0. 060 ** 0. 169 *** 0.055**
CETRi (t-31t-1)
(5.262) (2.570) (4.794) (2.192)
-0.012
TE — — —
( -0.977)
0.110***
CETR; (, 5 ,_1) XTE — — —
(2.761)
N 9 542 9 542 5611 3931
R? 0. 066 0.069 0.086 0.073
(1) " F 10% 5% 1% ( ): (2)
L
( ETRl (¢t-31¢-1) ‘ETRi (t t+2) )
4.1 3(1) ~ (3)
3
Table 3 Test results of changing the measurement of key variables
: ETR:‘ (¢t t+2) : CETRI‘ (1 t+2)
(1) (2) (3) (4) (5) (6)
0. 1257 0.2107** 0. 109 ***
ETRi(r—Br—l) — — —
(5.283) (6.491) (4.555)
-0.010
TE — — — — —
( -0.8638)
nls Af A nl 0. 082 >
ETR; (, 5,1 XTE — — — — —
(2.120)
94.0% (1 —0.060) 83.0% (1 —(0.060 +
0.110)) 11.7%( (83.0% ~94.0%) /94.0%) .



— 131 —
3
Table 3 Continues
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TE, — — — — —
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0. 1127
CETR; (, -5,y xXTE, — — — —
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N 9 542 5611 3931 9 542 5639 3903
R? 0. 093 0. 107 0. 107 0. 069 0. 086 0.073
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Table 4 Test results of using alternative models
CACETR; (  1y
(1) (2) (3)
0.933 *** 0. 838 *** 0.933 ***
DEV
(140. 397) (27.167) (140.394)
-0.095**
TE x DEV — —
( =2.470)
N 9 542 5611 3 93]
R? 0.325 0.282 0.383
5'1 CETRi(![+2) :(HB) Xi(1—3 t-1) +(1 _0) X
CETR; (, 5,y +oTE;, +
5.1.1 azTAAMi (-3 t-1) +
o, CETR, (5, X TE;, +
a,CETR; , 5, ) XTAAM; , 5, ) +
asTE, , x TAAM, (130
asCETR, sy XTE;, x
TAAMi(t—3I—]) + 8i(ll+2) (7)
TAAM t -3 ~
“ » t _ 1
43 ”»
43 ”» af) 5
20 “ 7 (1) CETR, (, 5,y x TE x
TAAM 5%

5

Table 5 Further research: Test results based on the motivation of tax adjustment and the cost of implementing tax adjustment activities

: CETRL‘ (¢ 1+2)

(1 (2)
PV =TAAM PV =HT
0. 067 *** 0.057**
CETRz (t=-3¢t-1)
(2.668) (2.282)
—-0.008 -0.017
TE
( -0.661) ( -1.269)
0.072" 0. 1347
CETR, (, 5 ,_yy XTE
(1.787) (3.077)
0. 001 -0.012
PV
(0.954) ( -0.694)
—-0.001 0.038
CETR, (, 5 ,_yy xPV
( -0.901) (0.583)
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Table 5 Continues
: CETRi (t t+2)
(1) (2)
PV =TAAM PV =HT
-0.001 0. 028
TE x PV
( -0.801) (1.188)
0.014 ** -0.190**
CETR; (, 5 , ) X TEXPV
(1.982) ( —2.305)
N 9 529 9 542
R? 0.073 0. 069
5.1.2 CETR, (., x TE x HT 5%
5.2
Kim (
31-33 )
113 » 34 -36 @ )
»
?
38
CETRL (tt+2) :(HB) Xi (t-3 t-1) + ( 1 - 0) X
CETR, 5,y +o,TE,, + &
aHT, (5, +oCETR, (5, X
TE,, +0‘4CETRI: (-3 t-1) xHT, (t=31-) Tt
25



— 134 — 2026 5
Kim ° . (2) CE-
(ATL) 1 0. 6 TR, (, s, 1 XATL x TE 0.217
(1) CETR, |, ,, , xATL 10%
-0. 275 1%
6
Table 6 Further research: Test results of the asymmetric effect of tax enforcement on the speed of adjustment to target level of tax burden
: CETRL (¢t t+2)
(1) (2)
0.305*** 0. 354 ***
CETRi (t-31-1)
(4.834) (4.078)
-0.275™* —0.394 %
CETR; (, -5 , -y XATL
(-4.121) ( -4.522)
0. 100 *** 0. 1237
ATL
(7.139) (6.619)
0.018
TE —
(0.958)
-0.083
CETR, (, 5 ,_y XTE —
( -0.811)
-0.044"
ATL x TE —
( -1.663)
0.217°
CETR; (, 5 , 1) XxATLxTE —
(1.931)
N 9 542 9 542
R 0.073 0.075
t-3  ~t-1
6 ( FCF) “
6.1 _ _
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40 ( + +
)/ Richard-
“ ” 42 .
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Table 7 Heterogeneity test results of the effect of tax enforcement on the adjustment speed
. CETRL (t t+2)
(1) (2) (3) (4) (5)
MYV = FCF, MV = FCF, MV = MEDIA, MYV = MEDIA, MV = RENT
0. 067 ** 0.058 ** 0.269** 0.209 ** 0.062**
CETRL (t-31-1)
(2.409) (2.205) (2.028) (2.013) (2.020)
- -0.023 -0.017 0.078" 0.074" -0.030"
( -1.528) (-1.184) (1.748) (1.761) ( -1.689)
0. 168 *** 0. 145 *** -0.186 -0.185 0.129**
CETR; (, 5,y XTE
(2.736) (2.808) ( -1.075) ( -1.286) (2.403)
- -0.083 0.019 0.015** 0.016** —0.622**
( -0.688) (0.371) (2.288) (2.229) ( -2.206)
-0.284 -0.295** -0.037" -0.027 1.079
CETR; (, 5, ) xMV
( -0.996) ( -2.047) ( -1.676) ( -1.526) (1.296)
-0.299 -0.126" -0.017** -0.017** -0.174
TE x MV
( -1.601) ( -1.845) ( -2.056) ( -2.133) ( -0.730)
1.242° 0.539** 0.054" 0.058 ** 1.958"
CETR; (, 5 ,_1yxTExMV
(1.730) (2.294) (1.652) (2.049) (1.877)
N 7711 8 008 9129 9129 7 344
R? 0. 075 0.073 0. 069 0. 069 0.079
; (4)  CE-
TR, (, 5,y xXTE x MEDIA, 0. 058
43 - 45 5%
6.3
48
Dyck %
49 50 .
47
t-3 ~t -1
( MEDIA)) ; t-3 ~t -1
( MEDIA,) . 7

51

(3) CETR,, .., xTE x MEDIA,
0.054 10% ( RENT)
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Tax enforcement and dynamic adjustment of corporate tax burden

WANG Liang-iang' ZHANG Hai<ang® YANG Dan’
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2. School of Economics and Management Southeast University Nanjing 211189 China;
3. Business School Beijing Normal University Beijing 100875 China

Abstract: The trade-off theory implies that firms have target levels of tax burden and will adjust when the cur—
rent levels of tax burden deviate from the target. Research on the determinants of the dynamic adjustment of
tax burden has only recently begun and still remains a “black box” requiring further in-depth research. Since
tax compliance involves a strategic interaction between firms and tax authorities tax enforcement will undoubt-
edly affect the adjustment of firms towards their target tax burdens. In view of this this paper uses A-share lis—
ted firms from 2003 to 2019 to construct the research sample and examine the impact of tax enforcement on the
speed at which firms adjust towards their target tax burdens. The test results show that the higher the level of
tax enforcement the slower the adjustment speed toward the target tax burdens indicating that tax enforce—
ment has an inhibitory effect on firms’ tax burden adjustment. Under various robustness tests the conclusions
remain unchanged. Further analyses show that tax enforcement restrains the speed of tax burden adjustment
through two channels: Reducing firms’ motivation for tax burden adjustment and increasing the costs of imple—
menting tax adjustment activities. The impact of tax enforcement on the dynamic adjustment of tax burden is
asymmetric. Compared with upward adjustments of the tax burden level ( increasing to the target value) the
impact of tax enforcement on the downward adjustment of the tax burden level ( reducing to the target value) is
more significant. The results of heterogeneity analysis show that the inhibitory effect of tax enforcement on the
speed of adjustment toward the target tax burden is more obvious in firms with higher agency costs more media
attention and lower level of product market competition. This paper not only sheds light on the determinants
of the speed at which firms adjust their tax burdens but also addresses the insufficiencies of the existing litera—
ture. Furthermore it investigates the influence of tax enforcement activities of the tax authorities on firms’ tax
management behavior from a dynamic perspective providing a comprehensive understanding of how tax en—
forcement affects firms” behavior.

Key words: tax enforcement; target level of tax burden; adjustment speed



