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Climate Physical Risks and Dynamic Adjustment of Corporate Tax Burden
ZHANG Haiyang' , WANG Liangliang”, ZHANG Yi’, WU Yuchen®

(1. School of Economics and Management, Southeast University, Nanjing 211189, China;
2. Business School, Nanjing University, Nanjing 210093, China;
3. Business School, City University of Macau, Macau 999078, China;
4. School of Accounting, Zhejiang University of Finance & Economics, Hangzhou 310018, China)

Abstract: The trade-off theory holds that the level of tax burden will be adjusted when it deviates from the target. As an external environ-
mental shock, climate physical risks may not only strengthen firms’ motivation for tax burden adjustment by raising their operating pressure
and prompt management to exercise greater diligence and responsibility in making tax burden adjustment decisions, but also increase the dif-
ficulty of tax burden adjustment by exacerbating uncertainties in the firm’s operations and tax policies. This paper uses Shanghai and Shenz-
hen A-share listed firms from 2007 to 2023 to construct the research sample. The test results show that the higher the climate physical risk,
the faster the firms adjust to the target level of tax burden, indicating that the climate physical risk has a promoting effect on the adjustment
of firms’ level of tax burden. Mechanism tests reveal that climate physical risks accelerate the adjustment speed by enhancing the motivation
for tax adjustment and the effectiveness of tax adjustment decisions. Further research shows that compared with the upward adjustment (in-
creasing to the target value) , climate physical risk has a more obvious promoting effect on the downward adjustment of tax burden level (re-
ducing to the target value). The promoting effect of climate physical risk on the adjustment speed is more pronounced in smaller firms, firms
with lower agency costs, high-tech firms, and firms operating in industries sensitive to climate physical risk. This study not only sheds light
on the determinants of corporate tax burden adjustment speed, but also examines the economic consequences of climate physical risk from
the perspective of tax management, which is conducive to understanding how climate physical risk affects corporate behavior.

Key Words: climate physical risk; target level of tax burden; tax policy; adjustments of tax burden; corporate tax burden; tax management
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