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BLH , D2 8 Ao oMl AR A5 W A B 3G, X A7 Bl T A oll B A5 B S8 N o DRy 3l B IO IR AR SO 4
SRB T, AN SO B O I 3 N 3 (R4 3 b A 5 A R A Al S R AR ) A R
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Al 2 SR Hb X B ICAE 55 7K T 1 22 5 (HE A A RIS F36,2016) 11 BRI, 507 TAE A5 K T4
A% Hb X 4 40 Ml AR B, 57 B MACAE 455 7K SV v i X i ol 396 e B e 2 b 1) MO % o e DR b, B i
MK AR R A5 5 o T SC 0 BES 43 BT 22 T, B A T 3% T RCRT LA 1 D1 il 3 S BREE  H4 ol 20k sk
BB 55 B 2 BT Bl ALk 551 A0 A0 3, TG 422 25 il B s 28 /K

e B — TB 00 SR b T Ak s DX A 5 K S A e, i ol ks b o M AR P A5 L R 4
AT 355 FF IO SR () B8 U0 I K S48 P A0 DU S B 8 17 7 B WA AE A5 A - A b X, % A 77 3 FF i 11
3 JEL 37 WD 2800 ) T D4R 5 R AE K T, DT 4 725 ol B e A K S o S i, AR S e it A K AR
(2016) " fy s, LASE BRB 5 A0 TR B 17 69 LG8 67 10 B Mk 5% 1 B BEE (T ) A S 3 IX B W £iF 45 7K F
A B AR 3 BB 5% 1 L (TE ) B4R 550, R AR 20 R B 45 7K T 45 s AR AR M 4, 1R 44
I, 36 55 (1) BRI (2) 51 A4S R, B ” % (b B B 0, (S T B HCAE 45 7K F-
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Capital Market Opening-up and Corporate Tax Compliance

Evidence from Mainland-Hong Kong Stock Connect

FAN Yuan-yuan, LI Jian-jun
(School of Public Finance and Taxation,Southwestern University of Finance and Economics,Chengdu,Sichuan,611130,China)
Abstract: Against the background of rising trade protectionism and anti-globalization, China has continuously increased its
degree of openness and promoted global openness,becoming the main leader of economic opening and globalization. Opening
up has a profound impact on the economy and society. In-depth and detailed research on the impact of opening up on the
economy and society from multiple angles is of great value for comprehensive understanding and effective promotion of
opening up. In fact,opening to the outside world is the basic external environment in which an enterprise is located, which
influences and shapes the business decision-making and behavior of an enterprise. In recent years, China’s opening to the
outside world has been deepening, and the opening of the capital market has been gradually promoted. Capital market
opening, which is the main content of opening up to the outside world,is also an important factor in determining corporate
tax compliance.

In order to solve the potential endogenousproblems, this article uses the Mainland-Hong Kong stock connect trading
system to implement the quasi-natural experiment provided by this exogenous policy shock to identify causality. The
Mainland-Hong Kong stock connect trading system is one of the important strategies for the continuous opening up of China’s
capital market. Its system design to determine the list of targets for the Mainland-Hong Kong stock connect in batches
provides a quasi-natural experiment for this article. Based on this, this paper uses the data of China’s Shanghai and Shenzhen
A-share listed companies from 2009 to 2018 to construct a propensity score matching-double difference model ( PSM-DID)
to examine the impact of capital market opening on corporate tax compliance and its internal mechanism. The empirical
results show that after the Mainland-Hong Kong stock connect trading system is implemented, the non-conforming tax
avoidance of target companies has decreased significantly compared with non-target companies. Further research found that
the opening of the capital market will affect corporate tax compliance behavior through two mechanisms:On the one hand,
the opening of the capital market can alleviate corporate financing constraints , thereby reducing their inherent motivation for
tax evasion. On the other hand, tax audits are often carried out through financial statements. The opening of the capital
market promotes companies to improve the quality of their information disclosure, thereby increasing the probability of tax
avoidance being discovered. The analysis of heterogeneity shows that the impact of capital market opening on corporate tax
compliance is more significant for State-owned enterprises and enterprises located in areas with a lower level of tax
collection. The results of extended analysis show that the impact of capital market opening on corporate tax avoidance
increases first and then decreases with the decrease of corporate tax compliance level. In addition, under the pressure of the
capital market,companies will choose the conforming tax avoidance strategy,but there is no evidence that the opening of the
capital market has affected the overall tax situation of the company.

The possible contributions of this article are mainly in the following aspects: First, in recent years, more and more
scholars have begun to pay attention to the impact of non-collection and management factors on corporate tax compliance.
This article has enriched the literature on corporate tax compliance factors from the perspective of capital market opening.
Second, this article expands the literature on the economic consequences of capital market opening. This article provides
empirical evidence that capital market opening can help companies improve tax compliance,and provides empirical support
for the country to further promote capital market opening. Third, this article uses the Mainland-Hong Kong stock connect as
an exogenous policy impact, which can avoid the interference of endogenous problems caused by missing variables on the
estimation results, and better identify the causality between capital market opening and corporate tax compliance.

This paper reveals the micro mechanism of the capital market opening-up affecting the tax compliance behavior of
enterprises, expands the research on the economic consequences of the capital market opening-up, and provides empirical
evidence for further promoting the capital market openness and improving the national tax collection capacity.

Key Words: Shanghai-Hong Kong stock connect; Shenzhen-Hong Kong stock connect; financing constraints; information
transparency; corporate tax compliance
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