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Fiscal and Tax Policies Modelling and Simulation of Shale Gas
Development in China
ZHOU Na, WU Qiao-sheng, WANG Jin-wei

Abstract: This paper analyzed the current fiscal and taxation policies of shale gas in China, and specified
the deficiencies of current policies. Taking the output of 2020 and 2030 in the “Shale Gas Development
Plan” (2016-—2020) as scenario objectives, we constructed the system dynamic model of shale gas pro-
duction-transportation-consumption system in China, and simulated the development of shale gas indus-
try in China under the single fiscal or tax policy scenario and multi-policy nested scenarios. The results
show that: (1) There is a lag in current shale gas industry policies, with a lag period of 4 years. (2)
The performance of a single fiscal or taxation policy is different in the cost of policy subsidies, industry
profits, space for increasing production and flexibility of implementation. The single direct subsidy poli-
cy has the highest flexibility, but the industry profit margin is low and the subsidy cost is high; the
technology subsidy policy alone has the lowest cost, but the policy flexibility is poor; the single taxa-
tion scenario has the highest profit, but the subsidy cost is the largest, and the contribution to the sus-
tainable growth of production is small. (3) Under multi-policy nested scenario, the dual objectives of
reducing the burden of government finance and taxation and increasing the profits of the industry can be
achieved. And the corresponding policy recommendations are given.

Key words: shale gas; fiscal and tax policies; system dynamics; policy modelling



