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Abstract. In the 21st century, China's economy continues to develop steadily 

which tax plays an important role, not only is an important part of China's fiscal 

revenue and is an important means of regulating economic operation, while taxes 

as an important source of national revenue. This paper aims to study the im-

portant factors affecting tax revenues in Fujian Province, and establishes a mul-

tiple linear regression model based on the statistical data of relevant economic 

factors in Fujian Province from 2007 to 2022 to study the impact of GDP, general 

government budget fiscal expenditure, total retail sales of consumer goods, total 

investment in fixed assets of the society growth ratio, total imports and exports, 

money supply, and per capita disposable income on tax revenues in Fujian Prov-

ince.  

Keywords: tax revenues; fiscal expenditures; total exports and imports of 

goods; local taxes  

1 INTRODUCTION 

According to China's Regional Taxation Development Report[2]: the eastern region is 

still the "leading goose" of China's economy and tax revenue, so the tax revenue of 

Fujian Province, which is located in the east of the country, has a very significant im-

pact on the national economic development. The stability of tax revenue will lead to 

financial stability, which will help local governments to better plan economic develop-

ment strategies and realize economic transformation and sustainable development. 

Therefore, it is of practical significance to study the impact of various economic factors 

on tax revenue in Fujian Province to consolidate the tax sources and improve the quality 

of tax sources in Fujian Province. 

2 LITERATURE REVIEW 

Based on the important position of taxation in the development of national economy, 

many scholars have carried out various researches on the influencing factors of tax rev-

enue: for example, the results of the principal component analysis of Liang Li (2023) 

show that the gross domestic product, financial expenditure, total investment in fixed  
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assets of the whole society, money supply, total import and export, total retail sales of
consumer goods and added value of the tertiary industry are the main influencing fac-
tors of China's tax revenue[1]. There are also some scholars who focus on studying the
degree of influence of individual factors on tax revenue growth Example: Wu Di et al.
(2017) selected China's macro data during the period of 1981-2014 using the lagged
variable model, focusing on China's tax reform in 1985, using dummy variables intro-
duced into the model, and the results show that the tax reform is positively correlated
with the tax revenues[4];

Foreign scholars' studies include Yuting Zhang (2021) based on multiple stepwise
regression empirical analysis of the factors affecting fiscal tax revenue in Sichuan Prov-
ince, based on 25 years of macroeconomic data in Sichuan Province, established a mul-
tiple stepwise regression model, the results show that the value-added of the secondary
industry, the per capita disposable income of rural households, and the total amount of
import and export trade have a significant positive impact on the total tax revenue of
Sichuan Province, and the R city's internal expenditures have a significant positive im-
pact on the total tax revenue of Sichuan Province[5].

To sum up, it is not difficult to find that China's current research still lacks the re-
search on the factors affecting the tax revenue in different geographical areas. Since the
economic development of each region is not the same, the factors affecting the tax de-
velopment of different regions may also be different, therefore, in this paper, the factors
affecting the tax revenue of Fujian Province are explored.

3 DATA SOURCES AND MODELING

By collecting the relevant economic indicators of Fujian Province from the official
website of National Bureau of Statistics, we try to establish a multiple linear regression
model to study the influencing factors of tax revenue in Fujian Province.

(1) Gross provincial product
The higher the GDP is, the better the local economic development is and the stronger

the local capacity for tax revenue is.
(2) financial expenditure
Increases in fiscal expenditures may lead to an increase in the tax burden, which in

turn affects the economic activities and consumption behavior of taxpayers and thus
has an impact on tax revenues.

(3) Total retail sales of consumer goods
The higher the Gross Retail Sales of Consumer Goods, the higher the tax revenue,

i.e. the tax revenue of Fujian Province is affected by the Gross Retail Sales of Consumer
Goods.

(4) Percentage increase in investment in social fixed assets
Social fixed asset investment in Fujian Province is mainly concentrated in real estate

and urban infrastructure renovation, mainly through investment to promote economic
growth and expand tax sources, which in turn drives the overall growth of fiscal tax
revenues and has an impact on tax revenues in Fujian Province.

(5) Total exports and imports of goods
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The more imports there are, the more value-added tax (VAT) , consumption tax and
customs duties are levied on imports; the more exports there are, the more output (in-
come) is generated, which in turn promotes a further increase in consumption and in-
vestment, albeit with an export rebate.Thus, both imported and exported goods lead to
increased regional tax revenues.

(6) money supply
The changes in the supply and demand of money, will be directly manifested in the

rise or fall of the general price level, while changes in the price level will in turn cause
changes in the nominal national income, and will in turn affect the tax revenues based
on the national income as the basis for taxation.

(7) Per capita disposable income
The actual amount of personal income tax paid will have an impact on an individual's

disposable income. And personal income tax is an important part of tax revenue, so the
per capita disposable income of each place has a certain impact on local tax revenue.

3.1 Modeling

Using relevant data to analyze the factors affecting the growth of tax revenue and con-
structing tax revenue regression models to forecast and control tax revenue.

In this paper, variable ଵܺ is GDP; Variable ܺଶ is Fiscal Expenditure in Fujian Prov-
ince ;variable ܺଷ is Total retail sales of consumer goods in Fujian Province ;variable
ܺସ is Percentage growth in social fixed asset investment; variables ܺହ is Total exports
and imports of goods; variable ܺ଺ is Money supply; variable ܺ଻ is Disposable income
per inhabitant ;

model 1: ෠ܻ = ଴ߚ + ଵߚ ଵܺ + ଶܺଶߚ + ଷܺଷߚ + ଺ܺ଺ߚ+ହܺହߚ+ସܺସߚ + ଻ܺ଻ߚ + ݑ

4 Estimation of Regression Parameters

In this paper, OLS regression is estimated for using Eviews software. Estimated equa-
tions are obtained:

ܻ = −741.3282− 0.003222 ଵܺ + 0.544435ܺଶ − 0.077279ܺଷ + 1.119857ܺସ
+ 2.45 × 10ି଺ܺହ − 0.002991ܺ଺ + 0.208314ܺ଻

(876.2582) (0.082157) (0.211298) (0.087254) (10.98428) (0.00000341) (0.001011)
(0.188983)

t = (-0.846016) (-0.039215) (2.576622) (-0.885685) (0.101951) (0.717451) (-
2.959430) (1.102291)

ܴଶ = 0.981536 F=60.7543 n=16

According to result, we can see that theܴଶand adjusted ܴଶ values are high in this
fit, and the overall F-test is passed, but we will find that the t-test of more parameters
is failed, and observe that many of the parameter signs are not quite consistent with our
predictions, so we have reason to suspect that there is an obvious multicollinearity
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problem in this fit, as well as other common problems with time-series data. We need
to test the model for economic significance as well as statistical inference, and on the
basis of the tests, revise the model to obtain the most appropriate econometric regres-
sion model that can be used to describe the factors affecting tax revenues in Fujian
Province.

5 TESTING AND MODIFICATION OF MODELS

As can be seen ܴଶ = 0.981536 ,the adjustܴଶ = 0.965380 .thus indicating that the
model performs well in fitting the sample and that the model can explain most of the
data. After testing at the significance level of ߙ = 5% the F value test is significant,
indicating that the overall significance test is passed and each variable has a significant
effect on the tax revenue of Fujian Province.

From the  result,  it  can  be  seen  that  the  t-values  of ଵܺ、ܺଷ、ܺସ、ܺହ、ܺ଻ are not
significant at ߙ = 5% level of significance and at the critical value of 2.306 for t-test,
but then again, since the model is well fitted under the goodness-of-fit test and the
overall parameter is significant under the F-test, there are reasons to suspect that there
is a serious multicollinearity in the model.

6 ECONOMETRIC TESTS AND CORRECTIONS

Through the above test we find that the model is well fitted with high decidable coeffi-
cients, but t-values of ଵܺ、ܺଷ、ܺସ、ܺହ、ܺ଻ are not significant,and at the same time,
the sign of the parameters of ଵܺ、ܺଷ、ܺ଺ is contrary to the economic significance,
which can be determined based on the knowledge of econometrics, and it is considered
that there may be a possible multicollinearity between them.

6.1 Multicollinearity Test

According to the F test it is obvious thatܫܸ ௝ܨܫܸ ≥ 10, indicating that the test results
are consistent with our use of intuitive judgment, and there is a serious multicollinearity
between the explanatory variables and the explained variables in the model.

In this paper, we use the stepwise regression method in R to deal with the multicol-
linearity, and use the forward-backward stepwise regression to synchronize the original
model to correct the final elimination of the variables ଵܺ、ܺସ.

According to the stepwise regression results, it can be seen that after three stepwise
regressions, the excluded variables ଵܺ、ܺସ.

The model that eliminates insignificant variables that cause multicollinearity is: ෠ܻ =
−672.8598 + 0.551026ܺଶ − 0.74099ܺଷ + 2.68 × 10ି଺ܺହ − 0.003947ܺ଺ +
0.1965ܺ଻

After bi-regression, the model has a goodness of fit of 0.9815 and an adjusted good-
ness of fit of 0.972268, which is a good model fit and the overall F-test is significantly
passed.
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6.2 Autocorrelation Test

By comparing the test results of lag order 2 decisive coefficients and adjusted decisive
coefficients are relatively better.n this paper we choose to do the BG test with lag order
2, and we get the following test results(Fig. 1. BG test results.).

Fig. 1. BG test results.

From Figure (Fig. 1. BG test results.) it is shown that ܯܮ = ܴܶଶ = 16 ×
0.587947 = 9.407152, which has a p-value of 0.0091. also indicating the presence of
autocorrelation. In the presence of autocorrelation, the classical assumptions of linear
regression are violated, which shows that the conclusions of the t-statistic and F-statistic
in the model are unreliable, and the estimated marginal propensity to consume is not
necessarily realistic, and remedial measures need to be taken. In this paper, the
Cochrane-Ocott iterative method is used for correction in pursuit of higher precision
parameter estimates.
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Fig. 2. Results of the Cochrane-Ocott Iteration.

Due to Cochrane-Ocott iteration (Fig. 2. Results of the Cochrane-Ocott Iteration.)
the estimated regression equation can be obtained as:

෠ܻ = −440.9988 + 0.604037ܺଶ − 0.112837ܺଷ + 1.32 × 10ି଺ܺହ − 0.001774ܺ଺
+ 0.142015ܺ଻

6.3 Heteroscedasticity Test and Correction

The result shows that (݊ − ଶܴ(݌ = (16− 2) × 0.500827 = 7.011578 > ܺఈଶ(݌) =
5.99147,Its p-value is 0.003, then the original hypothesis is rejected, indicating that
there is heteroskedasticity in the random error term in the model.

This paper utilizes EViews for weighted least squares estimation. Weighted least
squares (WLS) is a regression analysis method used to deal with the situation where
there is heteroskedasticity in the data. in this paper we will take1/ ௜ܺ

ଶ as the weights.
The above correction results:

෠ܻ = −0.030101 + 0.708663ܺଶ − 0.034241ܺଷ + 6.5 × 10ି଺ܺହ − 0.000655ܺ଺
− 0.015997ܺ଻

7 DESCRIPTION OF RESULTS

Through the above model, it can be found that: on the one hand, the financial expendi-
ture of Fujian government, the total amount of import and export of goods has a signif-
icant impact on the local tax revenue and when the financial expenditure and total
amount of import and export of goods in Fujian Province increases, the tax revenue of
Fujian Province will increase significantly, while the total amount of retail commodities
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in the whole society, the supply of money on the growth of the tax revenue of Fujian
Province is also significant, but it has a negative correlation with the tax revenue of
Fujian Province, and the tax revenue of Fujian Province will decrease when the total
amount of retail commodities in the whole society and the supply of money increase.

8 POLICY RECOMMENDATIONS

8.1 Adjustment of the Structure of Financial Expenditures

The government should take the initiative to adjust and optimize the structure of finan-
cial revenue and expenditure, rational allocation of resources, improve the "addition
and subtraction" of financial revenue and expenditure, increase expenditure in science
and technology, people's livelihood and other important areas, reduce the general ex-
penditure, strictly control the expenditure of administrative and public institutions,
strengthen the performance management, optimize the structure of financial revenue
and expenditure, and promote a steady increase in tax revenues[3].

8.2 Optimizing the Industrial Structure of Import and Export

Fujian Province to increase tax revenue should start from the total amount of import
and export consumption, to create a favorable environment for the development of tax
revenue, and promote the upgrading of residents' consumption to effectively increase
the import of goods, in increasing consumer demand at the same time, effectively drive
the businessman's production, stimulate the supply, and increase the export of goods.

8.3 Adjusting, Reforming and Improving the Tax System

China should adjust, reform and improve the tax system of local governments in order
to adapt to the differences in development of each region and combine these three or-
ganically to fully fulfill their respective functions. The analysis reveals that increasing
and decreasing tax revenue is related to adjusting and improving the local tax system.
Therefore, if more consideration is given to improving the tax system, it will be possible
to scientifically and rationally adjust the tax system by ensuring the stability of tax
revenues.
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