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Does the Improvement of Social Credit Environment

Reduce Corporate Tax Avoidance?
Yun Feng',Ye Yongwei’,Liu Zhaoda® and Chen Changjian®
(1 Institute of International Trade and Economics, Guangdong University of Foreign Studies;
2 School of Public Economics and Administration, Shanghai University of Finance and
Economics; 3: School of Economics, Central University of Finance and Economics)

Abstract: Taking China’ s social credit system as a quasi—natural experiment, this study uses
data from A-share listed companies in Shanghai and Shenzhen from 2010 to 2020 to examine how
social credit influences corporate tax avoidance behavior and its underlying mechanisms through a
difference—in—differences approach. The results regarding the effects of improving the social credit
environment are as follows. First, this improvement significantly inhibits corporate tax avoidance.
The mechanism analysis reveals that fostering a culture of integrity, alleviating financing
constraints, and enhancing information transparency are the core mechanisms through which the
social credit system curbs corporate tax avoidance. Second, the inhibitory effect on tax avoidance is
more pronounced in enterprises with weak internal and external governance compared to others.
Third, the construction of the social credit system exerts a sustained and long—term influence on
corporate tax avoidance, ultimately contributing to the improvement of firms’ production and
operations. This study provides theoretical and practical implications for advancing the development
of the social credit system.
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