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Abstract

The thesis is dealing with the relationship between business tax burden
and employment growth. By discussing the topic, we can predict whether
companies create more jobs when they encounter tax breaks. The combination
of theory and empirical data helps us to examine the effectiveness of tax
reduction as a policy to promote employment growth.

According to the general equilibrium analysis, taken by A.C Harberger,
tax breaks can create more employment opportunities under the
circumstance that labor and capital are complementary factors and the
government only taxes on capital owners. Moreover, factor allocation
plays an important role. The more labor-intensive a corporate is, the more
jobs it can provide during the tax break period. Besides, present
empirical results let us know that the given rate of cash holding and
employment growth are also moderating variables which we should take into
account.

When it comes to data analysis, this article chose tax avoidance as a way
to measure business tax burden. With ordinary least square model, quantile
regression model, and logistic regression model, we can estimate the
relation between tax burden and employment growth. The result reveals a
positive correlation among these two variables. Given the high rate of
cash holding, labor-intensive, and employment growth, the positive
correlation tends to be even stronger. Expect for cash holding, all
research outcomes are consistent with the present literature. Future
theoretical construction and positive analysis should be taken seriously
to explore the role of cash holding in this topic.

Unlike present literature, this article applies probability as an
additional way to measure the influence of tax burden. Based on the result
of logistic regression model, the probability of creating new jobs will
rise when the business tax burden declines. Therefore, no matter what
measurement we apply, tax burden and labor input have a positive
correlation.

Keywords: tax burden, employment growth rate, labor-intensive, cash
holding
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ER #® A ER ¥ A E R kA ¥
1989 183 2000 623 2011 981
1990 221 2001 620 2012 933
1991 252 2002 666 2013 1,000
1992 261 2003 728 2014 1, 060
1993 287 2004 756 2015 1,045
1994 340 2005 47 2016 1,055
1995 361 2006 830 2017 1,032
1996 438 2007 894 2018 1,068
1997 523 2008 807 2019 1,042
1998 564 2009 859
1999 603 2010 1,012 K% 3 21,791
Panel B: A ¥4 #
A ¥ 5 S A % 5 RS A% H A S
KR E 272 s £2 =2 3;:’:%3«‘)% 1796 E Y i 1,335
&g ¥ 574 @M% 110 BuE 526
¥ 656 a1 ¥ 941 Lk 406
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TR 1643 e 4 206 Hiw 1,149
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EMP 21,791 7T15.47 1842.94 68 133 274 608 1476
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LB_INTENSIVE 21,791 0.0001  0.0006 0.00002 0.00005 0.00011 0.00021 0.00035
SI7F 21,791 15. 01 1.32 13. 46 14.06 14.85 15.77 16. 78
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% 4.3 Ap B Thdc A
A B C D F G H I
JOB_GR A 1.0000 0.0389* 0.0938* 0.0132% 0.1379% 0.1247* 0.1540% 0.1764*% - 1157* 0.1445% 0.2449%
ETR_GP B 0.0503% 1.0000 0.3894% 0.6348% 0.3562% 0.3686% 0.7544% 0.2903* 0.2254% -.0630% -.1611%
ETR_CH C 0.1055% 0.4102% 1.0000 0.3689% 0.5829% 0.3789* 0.3433* 0.2666* 0.0749% -.0120 . 0595%
ETR_G5 D 0.0145% 0.4022% 0.1665% 1.0000 0.5887* 0.2774* 0.5000% 0.1809% 0.2634* -.0982% - 1796%
ETR_C5 E 0.1063% 0.2642% 0.3374% 0.6281% 1.0000 0.3502% 0.3420% 0.2516% 0.0756% 0.0501* - 0392%
BTD Fo0.1892% 0.2851% 0.2696% 0.1754% 0.2322% 1.0000  0.6029% 0.6371* -.0690% 0.0483* 0.1167*
BTD_P G 0.2418% 0.5340% 0.2553% 0.3380% 0.2389% 0.6632* 1.0000 0.4679% 0.0773% -.0056 . 0091
BTD_DD H 0.2648% 0.2401% 0.2266% 0.1317% 0.1916% 0.6905* 0.5572* 1.0000 -.0380% -.0404% -.0004
SIZE [ - 1508% 0.1768% 0.0602* 0.1974% 0.0814* -, 0602* 0.0265* -.0566% 1.0000 . 2820% -, 5311%
CASH J0.2117% -.0004 0.0607* -.0283% 0.0771% 0.1796% 0.1701% 0.0623*% -.2481* 1.0000 . 2352
LB_INTENSIVE K 0.1367* -.0150% 0.0177* - 0278% 0.0153*% 0.0619% 0.0673*% 0.0480% -.1302% 0.1088% 1.0000

] %% p E<0.1
2 REETEFTLEREEL 32

3.+ L 4 % Spearman > T &

% % Pearson °
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