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Environmental Protection Tax Law, Strategic Differentiation of Corporate
Earnings Management and Mediating Transmission Mechanism — An
Empirical Analysis Based on the Difference-in-Differences Model
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Abstract : Based on the policy background of China's Environmental Protection Tax Law in 2018, this paper
utilizes data from Chinese A—share listed companies from 2015 to 2023 and employs a difference—
in—differences model to investigate the impact of the environmental protection tax reform on corporate
earnings management and its underlying mechanisms. The study finds that the implementation
of the Environmental Protection Tax Law promotes corporate real earnings management while
inhibiting corporate accrual-based earnings management. Furthermore, rent—seeking behavior and
R&D investment serve as mediating variables in promoting real earnings management and inhibiting
accrual-based earnings management, respectively. The findings expand the understanding of the
economic consequences of the Environmental Protection Tax Law, reveal the asymmetric impact
of environmental regulation on corporate earnings management strategies, and provide empirical
evidence and policy references for regulating corporate accounting behavior and improving
environmental regulations.

Keywords : Environmental Protection Tax Law; real earnings management; accrual-based earnings management;
R&D investment; difference-in-differences
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