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Additional Deduction Policy and R&D Manipulation: Based
on the Perspective of Manipulation in Conjunction with Period Costs

CHEN Guan - ting"* , LU Ming — fu'*
(School of Economics and Management, Research Center for Smart Audit, SEM, Tsinghua University, Beijing 100084 )

Abstract ; Using a sample of A — share listed companies on the main board from 2015 to 2020, a difference — in — differences
model was constructed to examine the impact of the additional deduction policy on the manipulation of research and develop-
ment( R&D) by companies. The results show that the additional deduction policy significantly increased the probability of
listed companies manipulating R&D expenses in coordination with period costs. However, it did not significantly increase
the occurrence of manipulation behavior where companies control R&D expenses around the threshold value specified in the
regulations. Heterogeneity testing finds that the policy of additional deduction significantly increased the behavior of manipu-
lating R&D expenses and period costs, mainly manifested in low audit fees, non — high — tech enterprises, and listed com-
panies in the central and eastern regions. Further research finds that the manipulation of R&D expenses and period costs by
enterprises does not have a significant impact on the incremental innovation output, but significantly increases the degree of
tax avoidance and government subsidies. In addition, equity incentives and industry peer effects significantly increase the
probability of coordinated manipulation of R&D expenses and period costs, and media attention and inquiry letter regulation
are conducive to preventing such R&D manipulation behavior from occurring.
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