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Economic Policy Uncertainty and Tax Stickiness:

A Study from the Perspective of Tax Shield
WEI Zhihua, LU Pei ( Xiamen University, 361005)

Abstract: Tax stickiness is one of the important factors affecting corporate tax pain, however, there are few
papers concerning its causes from the perspective of the external macro environment. Using the index of
corporate-level tax stickiness, this article studies the effect of economic policy uncertainty, which is an
important part of external macro environment, on corporate tax stickiness and its mechanism from the
perspective of tax shield for the first time. This paper shows that the higher the uncertainty of economic policy,
the greater the tax stickiness, and the conclusion holds true in endogeneity control and a series of robustness
tests. The mechanism is that economic policy uncertainty increases the enterprise tax stickiness by weakening
the non-debt tax shield effect rather than the debt tax shield effect. At the same time, the impact of economic
policy uncertainty on corporate tax stickiness is more significant in enterprises with lower risk-withstanding
capacity which have yet to reach the mature stage. Further research shows that the adverse impact of economic
policy uncertainty on corporate tax stickiness is persistent, but the employment of independent directors with
tax-related experience can mitigate the impact to a certain extent. From the perspective of the tax stickiness,
this paper extends the existing research on negative consequences of economic policy uncertainty, which sheds
light on the way for alleviating the corporate tax burden under the background of tax and fee reduction.
Keywords: Economic Policy Uncertainty, Tax Stickiness, Non-Debt Tax Shield, Debt Tax Shield
JEL: G32, H25
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