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Abstract

After the termination of Statute for Upgrading Industries at December 31th, 2009,
Taiwanese government has reduced the Enterprise Income tax rate from 25% to 17%
and, subsequently, kept only R&D tax credit and provided grants to small and
medium enterprises that recruit additional employees in the Statute for Industrial
Innovation. Using the financial reports of listed companies from 2006-2013, this
study examines the impact of enterprise income tax reform in 2010 on the number of
hiring and employed wages. Our study first indicates that ETR of high-tech industry
gets higher, traditional industry becomes lower, and the remaining industries almost
stays the same after the reform. Therefore, we employ companies in the remaining
industry as the control group, those in the high tech and traditional industry as the
treatment groups, and conduct the analysis using the difference-in-difference
estimation method. Our results show that, for the employee’ wage, there’s negative
response on traditional industry and no significant change on high-tech industry. In
addition, this reform didn’t increase the employee number of small and medium
enterprises. This paper points out that, reform of the tax system can change the tax
rate of industries, but can’t achieve the expectation of increase in wage and

employment of small and medium enterprises.

Keywords: Effective Tax Rate, Statute for Upgrading Industries, Enterprise Income

Tax, Statute for Industrial Innovation, Wage of Employees, Number of Employee
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T o L BB A s T
ETR 11.61 13.19 99.92 9.73 0
Emp_wage 758.8 606.9 39819.00 662.75 0
Emp_numb 701.83 2032.78 86000.00 239 2
High_Edu 65.31 24.26 100.01 67.03 1.22
Size 1366 5767 200000 280 1
Lia 0.37 0.2 9.36 0.35 0
ROA 8.1 11.28 82.79 7.76 -104.61
Netgain_grow 71.93 4085.68 400553 4.93 -655.29
3 PP ERG RS B TR E R E s Emp_wage : B 1 &

; BEFT(F)R 1 AKAEFE
High_Edu : & % v -k %4 >
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Emp_wage 782.2 874.17 39819 690.47 0
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High_edu 74.45 21.23 100.01 78.29 4.88
Size 852 4292 120000 190 1
Lia 0.32 0.24 9.36 0.3 0
ROA 8.44 13.38 71.56 8.88 -104.61
Netgain_grow  146.32 6935.12 400553. 4.75 -655.29
@ s A ¥ (n=5,041)
ETR 12.1 12.80 98.68 10.89 0
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High_Edu 59.61 24.98 100 57.25 1.22
Size 762 7024 200000 380 1
Lia 0.4 0.19 3.13 0.4 0
ROA 7.95 9.53 82.79 7.21 -94.57
Netgain_grow  41.57 1107.84 64358.2 5.15 -88.5
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ETR Emp_wage Emp_numb Dyear  Highedu Size Lia_rate RND  ROA Netgain_grow
ETR 1
Emp_wage -0.0167 1
0.1043
Emp_numb  0.0483* -0.2003* 1
0 0
Dyear -0.0027 0.1450*  0.004 1
0.7867 0 0.6924
Highedu -0.0208* 0.5201*  -0.2630* 0.0254* 1
0.0401 O 0 0.0121
Size -0.0103 0.2085*  0.7098*  0.0744* -0.0784* 1
0.3013 O 0 0 0
Lia_rate -0.0796* -0.0731*  0.0676*  -0.0410* -0.0075 0.0634* 1
0 0 0 0 0.4588 0
RND -0.0446* 0.1021*  -0.0158  0.0039 0.1857* -0.1423* 0.0252* 1
0 0 0.1156 0.6974 0 0 0.012
ROA 0.2475* 0.0755*  0.2191*  -0.0408* -0.0228* 0.1647* -0.2272* -0.0598* 1
0 0 0 0 0.0244 0 0 0
Netgain_grow -0.0081 -0.0292* = 0.0039 -0.0103 0.0165 0.0077 0.0194 -0.0034 -0.0019 1
0.4162 0.0044 0.6948 0.3006  0.1036 0.4417 0.052 0.7344 0.8516
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ETR Emp_wage Emp_numb Dyear Highedu Size Lia_rate RND ROA  Netgai
ETR 1
Emp_wage 0.0104 1
0.5559
Emp_numb  0.0685* -0.1116* 1
0.0001 0
Dyear 0.1299* 0.1706* 0.0133 1
0 0 0.4406
Highedu -0.0131 0.5347* -0.2749* 0.0168 1
0.4541 0 0 0.3399
Size 0.0737* 0.1703* 0.8221*  0.0848* -0.1215* 1
0 0 0 0 0
Lia_rate -0.0679* -0.1400*  0.0604*  0.0038 -0.1102* -0.0410* 1
0.0001 0 0.0005 0.8233 0 0.0173
RND -0.0434* 0.1593* -0.0581* 0.0143 0.1674* -0.1375* 0.0664* 1
0.0119 0 0.0008 04091 O 0 0.0001
ROA 0.2164* 0.0565* 0.2766*  -0.0580* -0.0584* 0.2539* -0.2514* -0.0888* 1
0 0.0014 0 0.0008 0.0009 O 0 0
Netgain_grow -0.0121 -0.0455*  0.0065 -0.0191 0.0208  0.0189  0.0341* -0.0079 -0.0082 1
0.4849 0.0102 0.7053 0.2683 0.2368 0.2743 0.0485 0.6465 0.6339
BiLA ¥
ETR Emp_wage Emp_numb Dyear Highedu Size Lia_rate RND ROA  Netgai
ETR 1
Emp_wage -0.0304* 1
0.0368
Emp_numb  0.0664* -0.2352* 1
0 0
Dyear -0.0880* 0.1245* 0.0013 1
0 0 0.9242
Highedu -0.0068 0.5291* -0.2948*  0.0471* 1
0.6328 0 0 0.001
Size -0.0756* 0.2945* 0.6471*  0.0775* 0.0405* 1
0 0 0 0 0.0047
Lia_rate -0.1006* -0.0310*  0.0673*  -0.0753* 0.1497* 0.0725* 1
0 0.033 0 0 0 0
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RND -0.0017 0.0025 0.0544*  -0.005 0.0813* -0.0320* 0.1760* 1

0.9052 0.8644 0.0001 07241 0 00242 O
ROA 0.2745* 0.1128* 0.1916* -0.0082 0.0036  0.1026* -0.2208* -0.0301* 1
0 0 0 0.5649 0.8024 O 0 0.034

Netgain_grow -0.0023 -0.0334*  0.0079 0.0053 0.0271 0.0044 0.0177 0.0018 0.0242 1
0.8733 0.0219 0.5773 0.7062 0.0588 0.7582 0.2094 0.9014 0.0881

g ¥
ETR Emp_wage Emp_numb Dyear Highedu Size Lia_rate  RND ROA  Netgain

ETR 1
Emp_wage -0.0076 1

0.7627
Emp_numb -0.0427 -0.2266* 1
0.082 0
Dyear -0.0315 0.1645* -0.003 1
0.1973 0 0.9015
Highedu 0.0077 0.5519* -0.2368* -0.025 1
0.7583 0 0 0.3163
Size -0.0565* 0.0617* 0.8657*  0.0606* -0.0528* 1
0.0207 0.014 0 0.013 0.0341
Lia_rate -0.1328* -0.0491 0.1426*  -0.0591* 0.0134 0.0819* 1
0 0.0506 0 0.0154  0.5917 ~ 0.0008
RND -0.0530* 0.1757* -0.012 -0.0602* 0.2102* -0.0775* 0.4470* 1
0.0307 0 0.6252 0.0141 0 0.0015 0
ROA 0.2803* 0.0192 0.2219*  -0.0849* -0.0637* 0.1950* -0.2107* -0.1223* 1
0 0.4451 0 0.0005 0.0106 O 0 0

Netgain_grow 0.0314 -0.0556*  -0.0491* -0.0565* 0.0269  -0.0482* -0.0207 -0.0076 0.1397* 1
0.2003 0.0272 0.0457 0.0211 0.2804 0.0492 03973 0.7579 O
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