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Effect of Reform of Business Tax to Value-Added
Tax on Growth of the Tertiary Industry

Evidence from Shanghai Based on HCW Model

ZHANG Weiwei' , LI Xuesong”,ZHAO Chenyu’ ,FANG Long’
(1. National Institute of Social Development,CASS, Beijing 100732, China ;2. Institute of Quantitative & Technical
Economics ,CASS , Beijing 100732, China ;3. Graduate School,CASS , Beijing 102488, China)

Abstract: The reform of business tax to value—added tax is an important part of China’s fiscal and taxation system reform,but few

econometrical literatures focus on the effect of it on growth of the tertiary industry.This paper gives an empirical study on the effect of

Shanghai’ s reform of business tax to value—added tax on the growth of its tertiary industry based on the HCW model.The result shows

that the tax reform stimulates greatly the growth of Shanghai’ s tertiary industry by 1.1 percentage points in 2012 and 1.4 percentage

points in 2013.After eliminating the effect of global financial crisis in 2008, the effect is still evident. An examination is also presented

and justifies the HCW model suitable to this problem.

Key Words: Reform of business tax to value—added tax ; HCW model ; Multiple treatment effect
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