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Will Tax Credits Improve the Investment Efficiency of Enterprises?

LI Nanhai', YE Yanyan®, WANG Bin’
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Abstract ; As a kind of flexible tax regulation, how do tax credits affect the investment efficiency of enterprises? This paper
assesses the impact of tax credits on enterprise investment efficiency by analyzing the empirical data of A-share listed companies
from 2015 to 2020. It is found that tax credits can improve the efficiency of enterprise investment, alleviate under-investment,
and restrain over-investment. Further analysis shows that tax credits can improve the investment efficiency of non-state-owned
enterprises compared with state-owned enterprises, as reflected in the increase in enterprise investment but not in the
restraining of over-investment. Through the discussion of the mechanism, it is found that tax credits can help enterprises to
increase their investment opportunities and obtain more institutional shareholdings to improve investment efficiency. It is also
shown that tax credits can optimize the allocation of enterprise resources and improve the efficiency of enterprise investment.
The research results extend the relevant research on the economic consequences of tax credits and provide empirical evidence
for innovative governance and corporate tax credits rating to promote high-quality economic development.

Key words: tax credit; investment efficiency; property right nature



