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Impact and Mechanism of Tax Tasks on Corporate Social
Security Compliance

REN Xing-yu', LYU Wei’

(I.Economic and Social Development Research Institute, Dongbei University of Finance and Economics, Dalian 116025,

China;2.College of Economics, Dongbei University of Finance and Economics, Dalian 116025, China)

Summary: The government has actively promoted the transfer of the power of social insurance premiums collection from
the social security department to the tax department. However, the transfer of collection institutions may not necessarily
completely solve the problem of long-term insufficient compliance . In this context, it is of great practical significance to
deeply explore the micro impact of tax incentives provided by the tax department under the task management system on
corporate social security premiums, and analyze how to optimize social security premiums collection and management in the
tax department and reduce conflicts in tax-premium collection and management.

This paper takes the national tax survey data from 2007 to 2013 as the research object, manually collects the tax task
data at the level of prefecture-level city, and uses the fix effect model to empirically analyze the impact of the tax task of the
tax department and corporate social security compliance and its mechanism. The results show that heavy tax task makes
enterprises reduce their social security compliance, which is robust after considering the endogeneity problem. Mechanism
analysis shows that the tax task increases the tax burden of enterprises, and enterprises choose to strategically reduce social
security payment compliance to alleviate the cash flow pressure caused by the increase of tax burden, which shows the
seesaw effect of tax-premium substitution. Specifically, for every 1% increase in the growth rate specified by the municipal
tax task, corporate social security compliance decreases by 0.103%. The heterogeneity analysis shows that, on the one hand,
the strategic reduction of social security compliance caused by tax tasks is mainly manifested in non - labor - intensive
enterprises and non-key tax source enterprises, which reflects the differentiated collection and management intensity of
premiums collection and management departments for different types of enterprises. On the other hand, enterprises’
strategic reduction in social security compliance caused by tax tasks is mainly manifested in enterprises with heavy tax
tasks and enterprises governed by the tax agency mode. This paper shows that we should attach great importance to the
micro impact of the heavy tax task on the collection and payment of taxes and premiums of enterprises.

This paper expands previous literature in two aspects. Firstly, it enriches the understanding of the harm of tax
departments’ “task-based collection and management” in existing literature. This paper attempts to analyze adverse effects
of excessive tax tasks from a new perspective of corporate social security contributions. Secondly, unlike existing literature
that uses a single change in tax burden as a policy shock to study the issue of short-term tax and premiums substitution in
enterprises, this paper focuses more on the impact of the tax task, which has a long-term impact on tax collection and
management incentives, on corporate social security premiums.

This paper expands previous literature in two aspects. Firstly, it enriches the understanding of the harm of tax
departments’ “task-based collection and management”. Secondly, this paper focuses more on the impact of the tax task .

Key words: tax task; corporate social security compliance ; tax-premium substitution; corporate tax burden; cash flown
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