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Abstract

During 2004 to 2010, the ministry of finance and the state administration of
taxation in China adjusted export rebate for many times to adapt to the change of
export, domestic macro-economic, and government finances. Many products have
been reduced or canceled the export rebate, such as energy-intensive products, highly
polluting products, and resource products which our country do not encourage to
export.

Our purpose is to explore the effect of export rebate policy on firms export. In
other word, which export strategy will the enterprises choose after some products are
reduced the export rebate. Will they cut down the export growth of the product which
are reduced the export rebate in ordinary trade? Will they change the export growth of
the product in processing trade? Or will they change their business pattern, such as
leave the export market of the products which are reduced the export rebate? Or will
they change their type of trading?

We talk about mechanical and electrical products, for example. The ministry of
finance and the state administration of taxation reduced the export rebate of some
mechanical and electrical products, but didn’t change the others’ export rebate in
2004.1. This is a good chance for us to explore the relationship between export rebate
policy and firms export.

First of all, we use the difference in difference (DID) method to conduct an
empirical analysis of the effect of export rebate policy on firms export. Then we have
robustness checks by limiting the taxpayer identity, narrowing the scope of products,
and changing the control group. The firm-level and the product-level panel data we
used for empirical analysis and robustness checks come from the customs database
from 2000 to 2006. China’s industrial enterprise databases will help us to distinguish
the identity of taxpayer, on the other hand, it will help us get more variables. And we
use the tax policy to classify the product which are canceled the export rebate.

After the empirical analysis and the robustness checks, we have a result that

export rebate have a certain effect on firms export. After some mechanical and



electrical products are reduced the export rebate, some enterprises will cut down the
export growth of the product which are reduced the export rebate in ordinary trade,
but the enterprises won’t change the export growth of the product in processing trade.
Some enterprises will change their business pattern to control their tax burden, such as
leave the export market of the products which are reduced the export rebate, or enter
the international market of the products which aren’t change the export rebate. But
most of the enterprises won’t change their type of trading to reduce their tax burden.
Further, the effect of canceling the export rebate is significantly effective in
macro-economic. On the one hand, it will reduce the export volume of some product
which are export restrictions or not encourage export products, and optimize the
structure of export commaodities, protect the environment and resources, promote the
social welfare. On the other hand, it can optimize the industrial structure because
some firms change their business pattern by leaving or entering the export market. It

will also improve the skill level and stimulate innovation of industries.

Key Words: Export rebate; Firms export; Difference in difference (DID)
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