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Abstract

The development of micro and small companies has always been the focus of
social attention. Due to the impact of the epidemic, the state has continuously
issued a series of new tax policies, and the preferential strength for micro and
small companies has increased unprecedentedly, which has effectively pro-
moted the resumption and sustainable development of micro and small com-
panies. Taking micro and small companies as the main research object, this
paper investigates and analyzes the current situation of the implementation of
the new tax break for micro and small companies, explores the existing prob-
lems, and puts forward effective suggestions for the implementation of the
new tax break for micro and small companies, so as to promote the improve-
ment of the new preferential tax policies for micro and small companies.
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1. Introduction

Micro and small companies play a good role in promoting social and economic
development. They can not only provide a large number of employment oppor-
tunities for the society, but also contribute far ahead to China’s GDP. They are
one of the important sources of national fiscal revenue. The outbreak of the epi-
demic has caused varying degrees of losses to micro and small companies in
various industries, and the aggravation of business risks of micro and small
companies has further increased the pressure of China’s market economy.

At present, China’s micro and small companies are mainly faced with the
problems of tax burden and financing difficulties. The taxation of various links
makes the operation cost of micro and small companies increase seriously,

which makes the turnover of capital very difficult. Therefore, it is particularly
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important to help micro and small companies to alleviate the pressure of surviv-
al and reduce business risks through tax policy relief.

On March 31, 2021, in order to restore and support the development of micro
and small companies, the State Council issued a new policy to further promote
the development of micro and small companies. While increasing tax break for
companies’ income tax for micro and small companies, it also included individ-
ual businesses in the preferential policy, and the scope of preferential populari-
zation was further expanded.

Through literature research, this paper analyzes the operation status and ex-
isting difficulties of micro and small companies under the implementation of the
new tax break, and puts forward effective suggestions for the implementation of
the tax policy of micro and small companies, in order to play an effective refer-
ence role for the tax reform of micro and small companies and promote the de-

velopment of micro and small companies.

2. Development Dilemma of Micro and Small Companies

Micro and small companies play an important role in the market. In recent
years, micro and small companies have created many jobs, which play a great
role in promoting employment, improving people’s livelihood and maintaining
social stability. However, the replacement of micro and small companies is very
frequent. The life span of most micro and small companies is only 3 to 4 years,
and their viability and endurance are obviously insufficient. The main develop-

ment difficulties of micro and small companies in the market are as follows:

2.1. The Management System Is Not Perfect and the Survival
Ability Is Weak

Most micro and small companies mainly adopt family business model, and only
a few choose to adopt modern business model. In this case, the companies often
lack specialized and unified internal management system, professional manage-
ment personnel and operation and management system, which leads to the ob-
vious lack of observation and insight of micro and small companies on market
development. In addition, the quality of operators is also uneven. The operators
lack effective management experience, the capital and ability to support the sus-
tainable development of the companies. They have a strong awareness of fol-
lowing suit when choosing, and are more likely to lead to vicious competition.

As a result, the survival ability of micro and small companies is very weak.

2.2. Lack of Information Management, and Exist Market
Information Asymmetry

The direction of market operation is mostly controlled by large and me-
dium-sized companies, which have relatively perfect operation and management
system, strong financial support and good operation team. Under the back-
ground of “Internet plus”, most large and medium companies have actively ap-

plied Enterprise Resource Planning and digital management to the actual man-
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agement of companies. Relying on big data, large and medium-sized companies
have grasped the market dynamics more quickly and accurately, and greatly
promoted their economic benefits.

The awareness and ability of information management of micro and small
companies are relatively weak. Firstly, there is a lack of Informatization Talents
in micro and small companies. Secondly, the financial ability of micro and small
companies cannot support the construction and operation of companies infor-
mation platform. Therefore, to a large extent, this has caused great obstacles for
micro and small companies to realize information management. As a result, the
products of micro and small companies not only have a weak voice in the mar-
ket economy, but also are in the state of asymmetric information. It is difficult
for them to grasp the opportunity to develop rapidly, and it is also difficult to
create a broader way of operation in the industry and enhance their brand in-

fluence.

3. The Current Situation of the Implementation of the New
Tax Break Policies—Taking Province A as an Example

3.1. Profit Growth Rate of Micro and Small Companies Turns
Positive

At the beginning of 2020, due to the impact of the epidemic, the profits of many
micro and small companies decreased significantly. After the introduction of the
new tax policies, according to the statistics of the Statistics Bureau of province A,
the growth rate of the total profits of non-public industries in the first three
quarters of 2020 changed from negative to positive. Among them, the total prof-
its of large and medium-sized companies decreased by 14.5%, while the total
profits of micro and small companies increased by 6.2%, This is also the first
growth since 2020 (Statistics Bureau of Guangxi Zhuang Autonomous Region,
2020). In addition, with the support of tax break policies, many companies said
that have more confidence in resolving the difficulties of the epidemic, and have
more abundant funds and stronger development potential.

3.2. Tax Reduction and Exemption Will Directly Benefit
Companies and Greatly Reduce the Burden of Micro
and Small Companies

In 2020, the tax revenue of province A will be 227.65 billion yuan, the new Tax
reduction and exemption will be over 17 billion yuan, and the deferred tax pay-
ment will be 9.25 billion yuan, which will greatly reduce the business burden of
companies (Statistics Bureau of Guangxi Zhuang Autonomous Region, 2020).
Among them, as of November 2020, 20,933 new tax payers have been registered
in city B of province A, with a year-on-year gross of 3534, an increase of 20.31%.
The confidence of market players has been continuously improved, and the
economic operation has been steadily improving. In addition, according to the
data of the State Administration of Taxation of city B, the tax to be paid per 100
yuan of annual revenues decreased from 6.64 yuan in 2019 to 5.54 yuan in 2020,
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a decrease of 20.32%; The R & D (research and development) investment of
companies was 489 million yuan, with a year-on-year gross of 18.4% (State Ad-
ministration of Taxation Guangxi Zhuang Autonomous Region Taxation Bu-
reau, 2021).

Thus it can be seen that the implementation of the new tax break has greatly
reduced the operating costs of small and medium-sized companies. At the same
time, it has promoted the technological upgrading of small and medium-sized

companies and accelerated the development and innovation of them.

3.3. Continue to Deepen the “Bank-Tax Interaction” to Solve the
Financial Problem

Since 2020, the tax bureau of province A has continued to deepen the “Bank-Tax
Interaction”, actively built an information platform and cooperated with the
banking department to improve the “export rebate loan”, “tax preferential loan”
and other products, so as to help the micro and small companies who pay taxes
in good faith to further solve the financing problem and reduce the burden of
the development of micro and small companies. According to the latest data of
the tax bureau of province A, in 2020, province A will additional issue 87.36 bil-
lion yuan of “Bank-Tax Interaction” loans, which will solve the capital problem
for 61400 micro and small companies, and makes the small and micro enter-
prises resume work and economic recovery stable (State Administration of Tax-
ation Guangxi Zhuang Autonomous Region Taxation Bureau, 2020). At the
same time, the improvement of “Bank-Tax Interaction” products also plays a
good role in publicizing and promoting Credibility Taxpaying, which is an effec-
tive way to encourage and support Credibility Taxpaying.

4. Existing Problems of New Tax Policies for Micro and Small
Companies

4.1. The Publicity of the New Tax Policy Is Insufficient, and the
Effect of Helping Micro and Small Companies Is Limited

Although the introduction of tax related preferential policies such as “tax break”
and “Bank-Tax Interaction” has made the overall situation of capital turnover of
micro and small companies continue to improve, many micro and small compa-
nies are still facing capital and financing problems. The main reasons why the
capital problem of micro and small companies cannot be solved are as follows:
Firstly, micro and small companies have their own problems. Some compa-
nies have weak points in their own system, operation mode, fund management
and application, such as the lack of specialized and unified internal management
system, professional tax personnel and operation management system, which
leads to the non-standard tax operation process of micro and small companies
and makes them unable to enjoy preferential policies or solve the problems even
if they enjoy the policies; Secondly, the publicity of the new tax policies by the
relevant tax departments is still insufficient, especially for the local preferential
tax policies, such as the “Bank-Tax Interaction”, which are not issued by the
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state but jointly launched by the tax departments and other parties, the commu-
nication strength is obviously lower than the national laws and regulations.
Many micro and small companies do not know the policy of “Bank-Tax Interac-
tion”, so that they are not enthusiastic to participate. The above two reasons lead
to the lack of the actual conversion rate of the new tax policy, which limits the

help of the new policy to micro and small companies.

4.2. There Are Still Limitations in the Administration of Tax
Collection

At present, for the management of micro and small companies, China has not
formed a series of efficient collection and management mode. First of all, the
qualification of micro and small companies is relatively complex, and they need
to be recognized by relevant departments to enjoy tax preferences. Due to the
small scale and lack of funds, the ability of micro and small companies to em-
ploy professional tax or accounting personnel is always limited. Many micro and
small companies believe that it takes a lot of time and manpower to prepare a lot
of financial information to declare tax preference, but after obtaining the quali-
fication, they can enjoy limited tax preference. Therefore, micro and small com-
panies usually choose to give up the application for tax preference (Li & Li,
2021).

Secondly, the current tax system still has the phenomenon of information
asymmetry, there may be many inaccuracies in the information declared by mi-
cro and small companies, and the current tax system lacks the management of
information data of micro and small companies. With the continuous increase
of the number of micro and small companies, the number of tax paying compa-
nies and tax amount also increase correspondingly. If the tax system only focuses
on large companies which is the large tax sources, it is easy to ignore the tax

declaration of micro and small companies, resulting in tax loss.

4.3. Preferential Tax Policies Change Frequently, and Micro and
Small Companies Are Not Sensitive to Them

For micro and small companies with small total assets, their profit space is rela-
tively narrow, but the absolute value of their tax burden is not small. Therefore,
compared with the ability to pay micro and small companies, tax has become a
heavy burden in the operation of micro and small companies.

At present, most of the preferential tax policies in China are temporary prefe-
rential policies, some of which last only three years or even shorter. They are
mainly used for some emergency purposes, with short duration and great varia-
bility, and lack of a complete and standardized policy system. However, most of
the micro and small companies are unable to spend a certain amount of man-
power and financial resources to study the new tax policy every other period of
time, so the participation of micro and small companies in the new tax policy
will inevitably be greatly reduced. In the case of quick replacement and frequent

supplement of preferential tax policies, micro and small companies lack profes-
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sional operation and management are not sensitive to the change of tax reduc-
tion policies, and there will be a certain time lag in their response to the relevant
tax preferential measures.

In addition, due to the frequent updating of tax preferential policies, there is a
certain degree of incoherence between policies, micro and small companies
lacking professional tax or financial departments are not able to deal with finan-
cial problems, and they will be tied up in the application of preferential tax poli-
cies, resulting in the effect of preferential tax policies cannot reach the expected
value. Zhang Mingtao also pointed out in the article “Research on the imple-
mentation of preferential tax policies for micro and small companies in city Q of
Shandong Province”, that frequent adjustment of tax policies for micro and
small companies will cause short-sighted behavior in the development process of
micro and small companies, which cannot effectively drive and guide micro and
small companies to invest and finance, and is not conducive to the long-term
development of companies. Therefore, the coordination and convergence of re-

levant policies is very important (Zhang, 2020).

5. Suggestions on Optimizing the Implementation of the New
Tax Policy for Micro and Small Companies

5.1. Increase Publicity Efforts and Take the Initiative to Help
Apply for Tax Break

In view of the low awareness and participation of micro and small companies in
the new tax policies, the grass-roots tax authorities are the tax authorities closest
to taxpayers. They should further play the role of publicity and guidance. While
handling tax affairs for micro and small companies, they should actively intro-
duce and guide micro and small companies taxpayers to understand and choose
relevant new policies, and make professional interpretation of relevant policies.
At the same time, it also puts forward higher requirements for the tax professio-
nalism of grass-roots tax personnel.

In addition, the publicity enthusiasm of the relevant tax personnel is not high,
which is one of the reasons for the low awareness and participation of micro and
small companies in the new tax policy. Tax departments can set up relevant in-
centive policies to encourage tax personnel to actively publicize and guide micro
and small companies that eligible but have not applied for relevant tax prefe-
rence, so as to create a good policy environment, which can bring good help to

micro and small companies or the effective implementation of policies.

5.2. Establish a Long-Term Tax Mechanism for Micro and Small
Companies

First of all, we should correctly understand the effect of tax preference for micro
and small companies. The tax preference for micro and small companies cannot
be regarded as a loss of tax revenue. Micro and small companies occupy most of
the companies in China, which play a great role in national economic develop-

ment and social stability. At the same time, micro and small companies are also
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the fundamental foundation for the development of large and medium-sized
companies. Therefore, the tax preference for micro and small companies is to
help micro and small companies grow into large and medium-sized companies,
so as to promote social and economic development and bring more tax revenue
to the country.

In order to benefit micro and small companies more widely, tax policies need
to establish a long-term tax mechanism. Formulate special and long-term effec-
tive tax policies according to the development characteristics and special cir-
cumstances of micro and small companies, rather than temporary policies only
for a special period. Only long-term and stable assistance can truly benefit all
micro and small companies and enable them to grow and develop in a stable and
powerful environment. After the epidemic, it will lead to the change of industrial
structure and rebound of consumer demand, so as to further expand the double
development space of endogenous supply and demand in the economic system.
Through continuous preferential policies and a new round of innovation, it will
effectively stimulate the vitality and competitiveness of emerging markets (Wan
et al., 2020).

5.3. Promote the Development of “Micro and Small Companies
Tax Service” Market

The more tax system can promote tax fairness and take into account the inter-
ests of all stratum, the higher the requirement of information declaration will be.
With the reform and development of individual income tax, the demand of “In-
dividual Income Tax Service” market is gradually expanding. With the increas-
ing number of micro and small companies and the increasing social demand for
micro and small companies, the state has correspondingly launched a number of
tax policies for micro and small companies, and the demand for “Micro and
Small Companies Tax Service” market will gradually increase. The government
should take relevant measures to promote the development of the “Micro and
Small Companies Tax Service” market. Through professional knowledge and tax
service, the Tax Service can help micro and small companies correctly declare
relevant preferential tax policies and promote the development of tax related
products such as “Bank-Tax Interaction”, so as to further help micro and small
companies achieve tax break and reduce their economic burden. When the new
policy is promulgated, the “Micro and Small Companies Tax Service” market
should play a guiding role and effectively guide qualified micro and small com-
panies to apply in time. This service can not only improve the enthusiasm of
micro and small companies to participate, but also further reduce the burden of
publicizing and inspection of tax departments, and improve the efficiency of the

administration of tax collection.

5.4. Improve the Information Platform of Micro and Small
Companies

Improve the information platform of micro and small companies, can ensure the
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authenticity, integrity and standardization of the registration information of mi-
cro and small companies, so that the government and other relevant depart-
ments can better grasp the real information and operation status of micro and
small companies. Through the improvement of the information platform, firstly,
it can as far as possible to avoid the situation that micro and small companies
have incomplete material preparation or partial material loss when they declare
tax preferential policies. Complete companies information records can reduce
the further time and manpower for micro and small companies to declare tax
preferences, and provide convenience for micro and small companies to declare
tax preferences; Secondly, when the new policy is promulgated, micro and small
companies that may meet the application conditions can be initially identified
through big data information screening. Tax personnel can publicize and guide
these companies through SMS, telephone and other means, so as to improve the
implementation process and system of the new tax policy and strengthen the
enthusiasm of micro and small companies to participate in the new tax policy;
Thirdly, the improvement of micro and small companies information helps
government departments to master the detailed situation and credit information
of micro and small companies, so as to further promote the cooperation between
tax and finance, and provide support for micro and small companies loans with
good credit information. With the policy support or guarantee of the govern-
ment, micro and small companies will be able to obtain loans more quickly and

conveniently, and develop healthily and continuously.

6. Conclusion

Since the outbreak of the epidemic, the state has repeatedly increased the tax
break for micro and small companies, injecting a lot of vitality into them. How-
ever, in order to further ensure that the preferential tax policies can reach micro
and small companies, we should further take a series of specific measures, collect
the needs and opinions of micro and small companies in time, and carry out
more comprehensive and powerful policy guidance according to the specific
needs, so as to ensure that micro and small companies should know and enjoy
the relevant tax policies. Only in this way can we continuously stimulate the de-
velopment vitality of micro and small companies and add new momentum to
the development of market economy.

This paper only combines the new tax policy of micro and small companies
with the relevant financial statistics, and in view of the existing problems puts
forward some suggestions to optimize the implementation of the new tax policy.
However, the specific and executable implementation plan still needs to be fur-
ther studied in combination with the actual development situation of micro and

small companies and the specific situation of different regions.
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