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Does the Digitization of Tax Collection Drive Capital Deepening?

Based on the Golden Tax III Quasi-Natural Experiment

YANG Laifeng' , LAI Shaojie’
(1. School of Management; Shandong University, Jinan 250100, China;

2. School of Finance, Jiangxi University of Finance and Economics, Nanchang 330013, China)

Abstract: Capital deepening is an inevitable trend to cope with economic downturn and demographic challenges. Therefore, based on the
data of China’s A-share listed companies from 2008 to 2020, using the gradual implementation of Golden Tax Phase III across the country as
a quasi-natural experiment, we empirically examine the impact of tax collection and administration digitization on firms’ capital-to-labor rati-
os by using the asymptotic double-difference method. It is found that tax administration digitization increases firms’ exogenous financing
through the governance effect, which in turn enhances firms’ capital-labor ratio. Heterogeneity analysis shows that the digitization of tax ad-
ministration has a greater effect on the capital-labor ratio of labor-intensive firms, firms in areas with weak tax administration, and firms with
strong tax pass-through ability. The findings of the study help to clarify the mechanism of the impact of tax administration on the capital-la-
bor ratio and factor structure of enterprises, provide an effective explanation for the digitization of tax administration to help economic trans-
formation and upgrading, and enrich the economic consequences of the digitization of tax administration to provide theoretical references for
the promotion of tax digitization decision-making.

Key Words: tax collection; capital deepening; capital-labor ratio; financing constraints; governance effect; tax transfer
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