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A Study of the Effects of Tax Sharing Changes on

Environmental Pollution
ZHOU Ke-qing, LI Xia

(School of Public Finance and Taxation, Southwest University of
Finance and Economics, Chengdu 611130, China)

Abstract ; Tax sharing is an important part of inter-governmental financial relations, which has a key impact on
many social and economic activities including environmental pollution. This paper uses the experiment of fiscal
system reform under provincial level in China from 1994 to 2016 to examine the effect of VAT sharing change on
local environmental pollution. It is found that the change of tax sharing can lead to local financial pressure,which
affect the behavior choice of local government, and reduce the level of environmental pollution. Through mecha-
nism analysis, it can be seen that local governments may choose industrial structure transformation and green
technology innovation to promote green and high-quality development and reduce local environmental pollution.
Heterogeneity analysis shows that for the samples with green development stage and higher financial self-sufficien-
cy, the change of tax sharing has a more significant inhibitory effect on environmental pollution.

Keyword : Tax Sharing; Value-Added Tax; Financial Pressure ; Environmental Pollution
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