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Incentives of Tax Reduction and the Development of Small and Micro
Enterprises ;: Evidence Based on Halved Corporate Income Tax Collection

Zhao Ying

Abstract : The healthy development of small and micro enterprises plays an important role in China” s economic
sustainable development. At present,the research on tax reduction incentives mainly focuses on the enterprises above
the scale,and little attention has been paid to the impact of tax reduction incentives on small and micro enterprises.
However, tax reduction incentives for small and micro enterprises have been adopted frequently in China in the past
decade. The lack of evaluation inevitably brings about the risk of policy implementation. This paper uses the panel data
of the national tax survey from 2008 to 2015 to analyze the actual impact of tax incentives on the development of small
and micro enterprises , starting with the policy of reducing income tax by half in 2010. The research shows that: (1) The
policy of reducing income tax by half significantly reduces the actual income tax burden of small and micro enterprises
below the quota,and promotes the development of enterprises; (2 ) Because the proportion of income tax in total taxes
and fees is limited , the policy is not enough to have a significant impact on the survival and entry of enterprises,but to a
certain extent,it increases employment; (3) The policy has less impact on cash flow of enterprises,and its impact on
cash flow occupancy rather than tax destination is the main reason for the limited effect of the policy. Therefore ,in order
to effectively reduce the actual burden of small and micro enterprises, we should pay attention to the different impact of
tax destination and cash flow occupation on the development of enterprises.

Key words : corporate income tax;halved levy;cash flow;employment scale
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