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Abstract

In recent years, China's economic operation has generally been characterized by "change
amidst stability, and worry amidst change". The external environment is complex and severe,
the difficulties and challenges in economic transformation and upgrading have increased, and
the economic growth rate is on a downward trend. One of the important assertions made by
General Secretary Xi Jinping in the report of the 19th CPC National Congress is that
socialism with Chinese characteristics has entered a new era, and the economic development
has been transformed from a stage of rapid growth to a stage of high-quality development.
The current enterprise development is facing the pressure of economic downturn predicament,
November 1, 2018, Xi Jinping, general secretary of the private entrepreneurs forum, in the
face of the development of the private economy generally encountered the problem of the tax
burden, put forward a targeted solution: "reduce the burden of enterprise taxes and fees". In
order to help enterprises "reduce the burden" way, to better play the decisive role of the
market in the allocation of resources. Since the implementation of the large-scale tax cut
policy in 2018, the data released by the tax authorities have significantly demonstrated the
magnitude and strength of the tax cut. In this context, especially in the environment of the
new crown epidemic of 2020 experienced during the period, it is important to study whether
the tax burden and business situation of enterprises have been improved during the
implementation of the policy; whether the large-scale tax cut policy has played its role in
enhancing the business performance of enterprises; and whether there are deficiencies in the
process of policy design and implementation, which can help to optimize the design of the
system and enhance the effect of the tax cut policy.

This thesis takes listed companies as the research object to explore the impact of
large-scale tax cuts on enterprise business performance. Firstly, relevant concepts and
theoretical basis are introduced to analyze the impact mechanism of tax reduction policy on
enterprise business performance from five aspects respectively. Secondly, on this basis, the
evaluation system of enterprise business performance is constructed by using the factor
analysis method. Finally, empirical research on the impact of large-scale tax reduction policy
on enterprise business performance is conducted through the data of A-share listed companies
from 2018 to 2022. The empirical study is launched from the overall impact of the whole
sample, and the heterogeneity analysis is carried out from three aspects: the level of rule of
law, the industry and the degree of dependence on different factors, and finally further
analysis is carried out with the size of financing constraints and the intensity of the levy as the
mediator and regulator variables, respectively.

The empirical results show that, firstly, tax cuts help to improve the business
performance of enterprises, and secondly, there is obvious heterogeneity in the effect of tax
cuts on the business performance of enterprises. From the perspective of the degree of rule of
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law, the overall impact of tax cuts on the business performance of enterprises remains
significant, but the enhancement effect of tax cuts will be more significant in regions with a
higher level of rule of law. Analyzing from the perspective of different industrial
concentration, there are obvious differences in the effect of tax cuts on the business
performance of enterprises in different industrial concentration, and the effect of tax cuts on
the business performance of enterprises with low industrial concentration is better than that of
industries with high industrial concentration. From the viewpoint of different factor
dependence, the effect of tax reduction on the business performance of capital-intensive
enterprises is more obvious. Thirdly, through further analysis, it is found that tax cuts act on
the business performance of enterprises by alleviating the financing constraints, while the
improvement of the level of tax collection and management enhances the impact of tax cuts
on the business performance of enterprises.

The empirical results prove that the large-scale tax cut policy helps to improve the
business performance of enterprises, but the large-scale tax cut policy also has deficiencies,
which can be categorized into the deficiencies in the design of the large-scale tax cut policy,
the imperfections in the policy implementation mechanism, and the impact of the large-scale
tax cut policy on the fiscal sustainability. If we want to better release the dividends of the
policy, we should optimize the policy and supporting measures according to the problems and
empirical findings. First, adjust and improve the design of the current tax cut policy. The
measures include adjusting the scale of tax cuts, implementing the principle of tax legislation,
optimizing the design of tax cut policies, and establishing assessment and exit mechanisms for
tax cut policies. The second is to optimize the implementation mechanism of the policy. While
upgrading the level of regional collection and management, the level of tax service will be
optimized. Third, improve the supporting measures of the policy, based on the empirical
results, appropriately enhance the level of industry competition and alleviate the financing
constraints of enterprises, so as to better bring into play the enhancement effect of the tax

reduction policy on the business performance of enterprises.

Key Words: Large-scale tax cuts; Tax incentives; Business performance; Factor analysis
approach
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