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Tax Effort, Tax Bureaus and
the Puzzle of the Abnormal Tax Growth

Li-an Zuou CHoONG Liu
(Peking University)
XING L1

(Stan ford University)

Abstract Using provincial-level panel data. this paper examines the influencing factors
of the abnormal tax growth in China, with special emphasis on the role of GDP growth and
increased tax-collecting efforts. We construct a paired sample to investigate the differential
impact of national and local tax bureaus. The advantage of a paired sampling structure is two-
fold: firstly, it recognizes the fact that these two bureaus are facing the same economic funda-

mentals within the same province, and secondly, it enables us to differentiate the returns to
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tax efforts exerted by national and local tax bureaus. We use the IV method to deal with the
endogeneity of tax-collecting efforts. We find that GDP growth contributes about 45 percent
of the tax growth. Tax-collecting efforts significantly contribute to the tax growth and the
marginal effect of efforts by local tax bureaus is larger than that of national tax bureaus.
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