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Tax Collection Independence and the Leverage Manipulation of Enterprises :

Quasi-Natural Experiment Based on Merger of STB and LTBs in China

SUN Zeyu', WANG Gaibian®, SUN Fan’

(1. Bay Area International Business School, Beijing Normal University, Zhuhai 519087, China;
2. School of Accounting, Shanxi University of Finance and Economics, Taiyuan 030031, China)

Abstract: Leveraged manipulation, which is manifested by reducing the book leverage ratio, not only exacerbates corporate financial risks,
but also contributes to systemic financial risks. Taking the 2018 national and local tax merger as a quasi-natural experiment, this paper sys-
tematically investigates the impact and mechanism of this important tax reform on corporate leverage manipulation by constructing a differ-
ence-in-difference model. The results show that the merger of national and local taxes significantly inhibits the leverage manipulation of en-
terprises, and at the same time inhibits the two main leverage manipulation methods of off-balance sheet liabilities and real debts, and re-
ducing debt financing costs and increasing commercial credit access are two of the possible influencing mechanisms. The results of heteroge-
neity analysis show that the inhibition effect of national and local tax merger on corporate leverage manipulation is more significant in the
samples with low bank-enterprise linkage, small-scale enterprises, and high tax collection and management intensity. The conclusion of this
study provides a new governance idea based on tax reform to curb corporate leverage manipulation, and also provides useful inspiration for
comprehensively evaluating the economic consequences of tax reform and effectively deepening tax reform.

Key Words: tax collection independence; corporate leverage manipulation; merger of STB and LTBs; debt financing costs;

commercial credit
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