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Changes in Regional Effective Tax Rates and Existence of
Private Enterprises: Asymmetric Characteristics and
Adjacenct Effect

Yao Dongmin, Wang Yifei, Wang Zihao

(Center for China Fiscal Development, Central University of Finance and Economics, Beijing 102206, China)

Summary: Tax policy is a key measure to optimize the development environment of the private eco-
nomy. Theoretically, tax and the private economy are hot issues in public economics research, and have accu-
mulated rich academic achievements. Practically, with the continual promotion of large-scale tax and fee re-
duction and the cleaning up of tax incentives in China, the policy space of tax tools to attract private enter-
prises needs to be systematically evaluated. Due to the lack of a credible causal identification framework,
little literature can give an answer to the relationship between tax policy and the entry and exit of private
enterprises.

Based on the effective tax rates and the registration data of industrial and commercial enterprises in the
prefecture-level cities of China, this paper uses causal inference methods to artificially construct two types of
quasi-experiments: relative increases and decreases in effective tax rates across the country and in adjacent cit-
ies, and tests the causal effect of changes in effective tax rates on the number of private enterprises. The res-

ults show that the relative increases and decreases in effective tax rates have an asymmetric effect on private
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