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Intergovernmental Transfer and Local Non-tax Revenue
Ma Guangrong FanSiyuan

Abstract: Using provincial panel data from 2007 to 2017 with fixed-effect model and political
power as instrumental variable for transfer payment, this study finds that local governments would
respond to the increase of transfer payments by reducing non-tax revenue. Empirical results show
that when instrumental variable is used, the per capita non-tax income decreases significantly by
0.690 yuan for every 1 yuan increase in the per capita transfer payment received. In addition, the
increase of transfer payment to local governments causes local governments to reduce non-tax
revenue to enterprises, which indicates that increasing transfer payment can provide further
support for tax and fee reduction for enterprises.

Key words: Intergovernmental Transfer; Non-tax Revenue; Tax and Fee Reduction
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