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status BUE A G HLEE N 004l B84 BE 7855 o 36T 00 KIS starus 28 5 PR K AR AT 3 I
Y BE 77 85 10 £zl 2R BE T B 55 10 Al 410 43 i AT IR0 S S5 5 BoR 7R WU AR R 1Y
Al 41 policy W9 R H I 2 K IE , T A DA BE 1 38 555 10 A ol 4 W00 AS I8 28, 3¢ P 48 (B8 0 B X 13U BB )
B Aol B A 2 0 SRR SRR o 3k R RE R R R Al B RE D G 2R BB TR IR g
BBl AR A K (43 1 E 88 ,2021) o %t F3UH RE 7 558 1 Aol , B8 25 ) il ok [ A1 a0 8 4R e
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F18 7 28 5 A M ) B SO Bl R0 B A, AR A N 0 B AR 5 A A B T — A5 IR A b o6 RE  R RTE  RY
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, 0.009 | 0066 | 0.021 | 0.035° | 0.143" | -0.025 | -0353 | -0.025 | 0.064
policy (2.743) | (2.594) | (1.207) | (2.078) | (4.479) | (-0.699) | (-1.859) | (-0.602) | (2.799)
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F B lb &t 40 B3 TR R A B A G A . — BT 5, Al R SR JH #oE B 7 s U B C SR T
PR3 T8 5, 19 56 Al BB RE 7 L 316 PR AN 5E 4 7, B T AR [0 41 (Liu A1 Lu, 2016) o £ 5 R4S KW,
PETE N T BEAS B AR g Al AR 77 R A Rk A2 (Backman, 2014) , T g B8 A5 58 386 0 32 42 ik

33



Finance & Trade Economics, Vol. 45, No. 2, 2024
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The Effect of Tax Incentives on Human Capital: Discussion on the

Implications for Income Distribution within Enterprises

PENG Fei, XU Ying, CAI Jing (Hefei University of Technology, 230601)
XU Wenli (Anhui University, 230601)
Summary: Human capital serves as an important driver of high-quality economic development, and tax
incentives represent a primarily means for enhancing the quality of human capital. Therefore, it is of great
practical significance to study the driving effect of tax incentives on human capital. To this end, we firstly
constructed a theoretical model encompassing the factor input structure and investment and financing
behavior to reveal the intrinsic mechanism of value-added tax (VAT) reduction on the optimization of
human capital structure of enterprises. Then, taking the 2018 -2019 VAT rate reduction as a quasi-natural
experiment, we investigated the effect of tax incentives on human capital using the difference-in-difference
model.

The empirical results show that the VAT reduction significantly improves enterprises’ human capital
structure, equivalent to an increase of 5.25% on the average level before the reform. It should be noted that
the tax incentive effect was particularly obvious among enterprises in the eastern region, technology-
intensive enterprises, and those with stronger bargaining power. The mechanism evidence indicates that VAT
reduction leads to strong complementarity between physical capital and highly skilled labor, increasing the
scale of employment of highly skilled labor, while the complementarity between physical capital and low
skilled labor is weak. Meanwhile, VAT reduction helps improve enterprises’ human capital structure by
alleviating their internal and external financing constraints and expanding investment. Further analysis
shows that VAT reduction improves the internal income distribution within enterprises by optimizing the
human capital structure.

This study makes the following three main contributions. First, different from previous studies that
focused on the impact of VAT reduction on labor demand and R&D innovation, this study clarifies the
internal logic of VAT reduction improving enterprises’ human capital structure from theoretical and
empirical perspectives, considering the factor complementarity and investment and financing effects.
Second, existing literature usually explores the impact of tax incentives on the labor demand of enterprises
based on early policy practices, but very few has examined the effect of tax incentives on human capital
based on the large-scale VAT reduction policy in the new era. Therefore, this study enriches the empirical
evidence regarding the inherent correlation between tax incentives and the labor market. Third, the
conclusions of this study provide tax implications and decision-making reference for promoting high-quality
economic development, enhancing rational regional distribution of talents, forming comparative advantages
in international competition, and improving the income distribution structure and system.

Keywords: Human Capital Structure, Value-Added Tax Reduction, Factor Complementarity, Investment
and Financing, Income Distribution
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