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Table 2 Results for Descriptive Statistics
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Table 3 Basic Regression Results
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Table 4 Test Results for Environment Performance
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Table 6 Test Results for Exclusion of Contemporaneous Policy Effects
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Table 7 Test Results for Exclusion of Competing Hypotheses
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Table 8 Results for Heterogeneity Analysis
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the Uncredited Value-added Tax Refund:

From Green M&A Perspective

WU Yewei, HAO Ruohong, HAN Yuhang

School of Economics and Management, Tongji University, Shanghai 200092, China

Abstract: Green M&A plays an important role in achieving rapid green transformation and development for heavy polluting
enterprises. However, they face “double penalties” in the capital market: financial constraints and environmental regulations.
Also, such resource constraints prevent them from implementing green M&A strategies. Various incentive-based policy instru-
ments, including tax reductions, may have a positive effect on environmental governance to improve corporate liquidity. As
China’s most effective tax reduction policy, the uncredited value-added tax (VAT) refund hasn’t been studied to establish
whether it can incentivize heavy polluting enterprises to engage in green M&A, thus achieving a positive effect on environ-
mental governance.

With the uncredited VAT refund as implemented in 2018 as a quasi-natural experiment, the difference-in-differences

model is constructed by selecting those A-shares listed companies in the heavy polluting enterprises from 2015 to 2021 as the
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research sample. The signaling theory and resource dependence theory are applied to analyze whether the uncredited VAT re-
fund promotes environmental governance by incentivizing heavy polluting enterprises to implement green M&A. Furthermore,
it is examined whether green M&A incentivized by the uncredited VAT refund is a substantive green tool or a greenwashing
tool. Finally, the impact of heavy polluters’ ability and motivation to achieve green transformation on the effectiveness of the
VAT tax credit policy in environmental governance is examined from four angles: VAT credit, financing constraints, the envir-
onmental awareness of local governments, and media attention.

According to the results of this study, the uncredited VAT refund significantly increases the probability of green M&A by
the polluting companies participating in the pilot while improving their environmental performance. Furthermore, this study re-
veals that the target companies do not concentrate in cities with weak environmental regulations and that green M&A is charac-
terized by a large proportion of significant transactions and low performance commitments, which rejects the competing hypo-
theses of pollution transfer and greenwashing tools to a certain extent. The results of the heterogeneity analysis show that the
promoting effect of VAT credit on green M&A is affected by the ability and motivation of enterprises, which indicates that the
promoting effect of VAT credit on green M&A is more significant when the scale of the tax credit carry-forward is large, the
level of financing constraint is high, the environmental awareness of local governments is strong, or there is much attention
drawn from the press.

The findings of this study confirm that green M&A can improve the environmental performance of heavy polluting enter-
prises, which empirically evidences the effects of tax reduction policies on environmental governance. The results of this study
provide not only guidance for companies to achieve green development but also reference for the government to adopt incent-
ive-based policy instruments to carry out environmental governance.

Keywords: uncredited value-added tax refund; green M&A; environmental performance; environmental awareness; green
washing
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