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W 2L BB S RS B8 L, DA A 1l B BRI R R e A AT B SR Al T e BB £ A AR Y
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S AL BT o A SCRAGAE BEBE R T Il 81 357 A B 52 W D B FEN 42, 40 e T H HELS
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VAT Reduction, Bargaining Power of

Enterprises and Innovation Input
GU Cheng, WANG Wei (Dongbei University of Finance and Economics, 116025)

Abstract: The propensity score matching method is applied to simulate a natural experiment and test the impact
of the 2018 VAT rate reduction on enterprises’ R&D investment using the difference-in-differences model and
panel data of A-share listed companies from 2016 to 2019. The empirical results show that the lowered VAT
rate has significantly increased enterprises’ R&D investment. As a commodity tax, VAT is easy to shift, so the
benefits of its reduction vary for enterprises with different bargaining power. It means that enterprises with
strong bargaining power can get more benefits from VAT reduction and thus have more to invest in innovation.
Further research shows that VAT reduction benefits enterprises in eastern regions more than those in central and
western regions, and non-state-owned enterprises more than state-owned ones. The results of this paper not only
provide policy reference for deepening the VAT reform, but also imply that the mechanism of tax shifting should
be fully considered when formulating the indirect tax reduction policy so that the policy will better spur
innovation.
Keywords: VAT Reduction, Tax Shifting, Bargaining Power, Innovation Input
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