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Does Environmental Regulation Affect Corporate Tax Avoidance?

Based on a Quasi-natural Experiment of New Environmental Protection Law

LIU Zhiyuan' , GUAN Xiaoyan®
(1. School of Business, Nankai University, Tianjin 300071, China;
2. Department of Economics and Management, North China Electric Power University, Baoding 071000, China)

Abstract: As an important command controlled environmental regulation tool, the implementation of the new environmental protection law
has had a wide impact on the operation of enterprises. Taking China’s A-share listed companies from 2010 to 2020 as the sample and using
the exogenous impact event of new environmental protection law, this paper empirically tests the impact of environmental regulation on cor-
porate tax avoidance by DID model. The results show that stricter environmental regulation encourages enterprises to increase tax avoidance.
The mechanism test shows that environmental regulation leads to greater financial constraint and operation risk. Further analysis shows that
the positive relationship between environmental regulation and tax avoidance mainly exists in enterprises with high financing difficulty and
operating pressure. Corporate tax avoidance under the implementation of new environmental protection law improves the financial perform-
ance and firm value. This study provides empirical evidence of how micro-enterprises respond to macro-environmental regulation, and pro-
vides reference for the government to optimize environmental policies combined with tax policies.

Key Words: environmental regulation; tax avoidance; new environmental protection law; financial constraints; operational risks; financial

performance
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