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The Impact of the Backward Transfer of Consumption Tax Collection on Local Fiscal
Revenue: A Case Study of Shenzhen
LIAO Mingzhong & CHEN Zibin

Abstract: The reform of the consumption tax is a crucial measure in China’s ongoing fiscal and tax system
reform, aiming to optimize tax structure, enhance local fiscal capacity, and balance central-local tax revenue
disparities. While existing research has yielded extensive findings on consumption tax system design, revenue
attribution and empirical effect analysis, there remains a lack of studies on its impact on specific regional fiscal
revenues. This paper selects pilot categories such as tobacco, passenger vehicles, refined oil, alcohol, luxury
goods (including jewelry, precious stones, and high-end watches), and batteries. Based on the tax administration
system data, it simulates and analyzes the consumption tax revenue of these categories in Shenzhen. The study
finds that after implementing the reform, Shenzhen would see an average annual increase of 16.241 billion
yuan from 2019 to 2023, significantly boosting its fiscal revenue. However, this also suggests that the reform
may widen fiscal revenue disparities across different regions. Accordingly, this study proposes the following
policy recommendations: first, establish a central-local interest coordination mechanism, dynamically optimize
revenue-sharing ratios to strengthen local fiscal capacity, and improve a transfer payment compensation
mechanism; second, consider the attributes and social impacts of different product categories, refine the scope
and rate structure of the consumption tax, and enhance its role in regulating consumption behavior; third,
improve the tax collection and administration system, establish robust supervision and evaluation mechanisms
for the reform, and conduct regular assessments and analyses of its progress and effects. This research provides
valuable insights for promoting equitable and efficient consumption tax reform in China.

Keywords: consumption tax reform; backward collection section; local fiscal revenue; impact
measurement; Shenzhen
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