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Tax Incentives and Debt Financing Costs: A Quasi-natural Experiment
Based on VAT Credit Policy

HAN Ying, DONG Yufeng

(Business Administration College, Northeastern University, Shenyang 110167, China)

Abstract: Affected by the complex situation at home and abroad, the financing cost of Chinese enterprises is high. The VAT policy is one of

the key measures to reduce taxes and fees, which has a significant effect on reducing the burden on enterprises. A differentially differential

model was used to explore the impact of this policy on corporate debt financing costs based on pilot data from some industries in 2018. The

results show that after the implementation of the policy, the debt financing cost of enterprises has decreased significantly, especially in the non-

state-owned, small and competitive industries of enterprises, while the impact on state-owned and large enterprises is small. This result can

provide a basis for further deepening the tax rebate policy and helps promote the healthy and sustainable development of enterprises.

Keywords: VAT refunds; debt financing costs; cash flow level; accounting conservatism; information asymmetry
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