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Abstract

Abstract

In the past decade, the Chinese government has continuously implemented tax reduction
and fee reduction policies, which have played an important role in stabilizing economic
growth, ensuring employment, and adjusting economic structure. These policies have not only
maintained the speed of economic development in China but also improved the quality of
economic development. From simply reducing taxes to reducing both taxes and fees, the tax
reduction and fee reduction policies have been continuously strengthened. From 2016 to 2021,
the cumulative amount of tax reduction and fee reduction nationwide exceeded 8.6 trillion
yuan. In just one year in 2022, the amount of tax reduction, fee reduction, and tax and fee
deferment exceeded 4.2 trillion yuan, making it the most significant effort in recent years. In
the context of the normalization of tax reduction and fee reduction policies, they undoubtedly
have a profound impact on local fiscal revenue. In the short term, tax reduction and fee
reduction policies are important measures of proactive fiscal policies, which can reduce the
tax burden on related industries and enterprises, alleviate the burden on market entities, and
improve the business environment. However, increasing deduction or exemption items
directly reduces the tax base, leading to a decrease in fiscal revenue. Even without increasing
deduction or exemption items, reducing statutory tax rates or collection rates will inevitably
result in a decrease in fiscal revenue. In the long term, the incentive effect of tax reduction
and fee reduction on economic growth gradually emerges. On the supply side, tax reduction
and fee reduction can generate cost effects, innovation effects, and division of labor effects.
On the demand side, tax reduction and fee reduction continuously inject vitality into the
consumer market through income effects and price effects. The implementation of a series of
tax reduction and fee reduction policies continuously releases tremendous economic vitality
and can cultivate tax sources and consolidate tax bases to increase local fiscal revenue.
Exploring the mechanism of tax reduction and fee reduction on local fiscal revenue has
important theoretical and practical value for the implementation of future tax reduction and
fee reduction policies and addressing the challenges faced by local fiscal revenue.

Based on the research findings of domestic and international scholars on the impact of
tax reduction and fee reduction, this thesis employs methods such as literature review,
theoretical analysis, and empirical analysis to investigate the influence of tax reduction and

fee reduction on local fiscal revenue. Guided by tax reduction theories (including the
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neoclassical school's tax reduction theory, Keynesian school's tax reduction theory, and
supply-side economics) as well as theories related to local finance (such as the tax economic
perspective and the theory of fiscal revenue and expenditure growth), this study aims to
explore the relationship between tax reduction and fee reduction policies and local fiscal
revenue. Firstly, the current situation and existing problems of tax reduction and fee reduction
policies and local fiscal revenue are analyzed. It is found that there are problems of
insufficient policy stability, uneven distribution of policy dividends, and difficulties in policy
implementation in China's tax reduction and fee reduction policies. Local fiscal revenue faces
problems of declining stability and prominent fiscal revenue and expenditure contradictions.
Secondly, based on the panel data of 29 provinces, cities, and autonomous regions in China
from 2008 to 2021, a systematic GMM model is constructed using six important indicators for
empirical analysis. The analysis results show that tax reduction and fee reduction policies will
reduce local fiscal revenue in the short term, and this effect is more pronounced in the central
and western regions. However, in the long run, tax reduction and fee reduction policies will
increase local fiscal revenue, with a more significant effect in the eastern region.

Finally, combining theoretical analysis and empirical results, the following suggestions
are proposed regarding tax reduction and fee reduction policies and local fiscal revenue: First,
optimize policy design by improving both the top-level design and specific policy design.
Second, enhance policy implementation by gradually improving supporting measures,
accelerating the informatization construction of tax administration, and promoting taxpayer
understanding and participation. Third, deepen fiscal and tax system reforms by cultivating

local tax sources and optimizing local fiscal expenditures.

Key words: Tax reduction and fee reduction; Tax revenue; Local fiscal revenue; Fiscal

and taxation system
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