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Evaluating the Effectiveness of Fee Cuts: Evidence from Private Enterprises in China
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Abstract: In the new era, tax reduction and fee cuts are regarded as important tools for the supply-side structural
reform and high-quality economic development. It is of great significance to evaluate the effect of tax and fee cuts poli-
cies. Existing studies generally pay close attention to the effect of tax reduction. Instead, based on the lists of directo-
ry of enterprise-related fees in different regions as a policy experiment and the survey data of Chinese private enterpri-
ses from 2006 to 2016, this paper uses the difference-in-difference method attempts to evaluate the impact of fee cuts
on the non-tax expense burden of enterprises for the first time. This paper finds that the effect of fee cuts has not been
able to significantly reduce fee expenses of enterprises, because the directory list is only implemented at the central and
provincial levels and non-tax revenue is one part of local finance. However, the willingness to reduce fees differs
across regions. The greater the fee cut is, the larger the negative effect on the government fees expenses is. Condi-
tional on the number of fee items, the higher the proportion of local state treasury, the more effective fee cuts is. It
shows that the effect of fee cuts hinges on the coordination between the task of reducing fees and the financial goal of
local government. These findings indicate that promoting the policy of directory list of enterprise-related fees below
the provincial level is conducive to achieve the goal of reducing the burden of enterprises.

Keywords: Fee Cuts Policy; Non-tax Expense Burden; Government Fee Expenses; Directory List of Enterprise-

related Fees; Non-tax Revenue
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