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An Empirical Study on the Correlations among
Macro Tax Burden. Tax Elasticity and the Burden of Enterprises
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Abstract

The relationship between the tax and economic growth is one of the
important proposition in the modem economic theory as well as significant
problem in economic circles in China. In the book An Inquiry into the Nature
and Causes of the Wealth of Nations , Adam Smith regarded the increases of
the wealth of nations as the core of political economics research. In his
opinion, national revenue was closely related to economic growth and it is he
who elaborated national revenue in detail and created modem tax theoretical
system. Macro tax buﬁden, tax elasticity and the burden of enterprises are
important variables to reflect the relations between the tax and economy.
Nowadays, it is the significant subject in tax theory to discuss their correlations
with economic growth and tax.

This book retrospects the development of tax practices and ideology since
the foundation of PRC, which can be divided into three paris according to three
historical periods of China’s development and reform of economic system, that
is planned economy period (1952 ~ 1977), planned commodity economy period
(1978 ~ 1992), socialist market economy period (since 1992). By simply
introducing the different characteristics of each period, the background,
realistic significant and research purpose of this book is clearly showed.

Chapter Two discusses the theories adopted in this book, including the
core idea of tax theory——the development of tax principles and four periods of
realizing the relationship between tax and economy. In addition, Adam
Smith’ s Golden Age growth model, Malthus’ s pessimistic model, Harrod —
Domard’ s Keynes’ doctrine model, endogenous economic growth model and

other typical economic growth models, and the meanings of tax are
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Abstract

demonstrated to afford a camprehensive perspective to realize the correlations
between tax and economy, which is the logical and theoretical basis of the
book .

Chapter Three systematically investigates and analyzes theories and
literature researches of Macro tax burden, tax elasticity and the burden of
enterprises on the basis of the background and theories discussed in chapter two
and put forward how to make further research, including the methodology
adopted and expected conclusion etc. in order to afford plenty theories and
methods in our further study.

Chapter Four reveals the relations between tax and economy by three

important variables macro tax burden, tax elasticity and the burden of

enterprises. (Juantitative analysis of tax and economy is certain connected with

macro tax burden the proportion of total tax income to economic
aggregate, tax elasticity refers to dynamic relationship between economic growth
and tax growth and the enterprises’ burdens and economic behaviors.
Therefore, the theories and empirical studies of macro tax burden, tax
elasticity and the burden of enterprises domestic and aboard are analyzed in this
chapter to supply plenty theories and methods in our further research.

Chapter Five introduces the basic theory of macro tax burden, analyzes
China’ s superior macro tax burden and the nature and implications of macro tax
burden from the perspective of the trend and international comparison, and
judges the present level of China’ s macro tax burden. On this basis, the
influencing factors deciding macro tax burden are further analyzed and its
theory and model are set up, which is used to analyze the factors which
increase main tax and tax burden in China especially in the value — added tax.

Chapter Six analyzes the enterprises burden theory from the perspective of
tax elasticity for its particular function in propagating tax policies and
influences on enterprises burden. In China, the fluctuation of tax elasticity is
actually one form of the fluctuation of macro tax burden. When analyzing the
enterprises burden theory, the book put emphasis on different kinds of taxes in

China and their fluctuating reasons and influencing factors. As to the deciding
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factors of the burden of enterprises, they are analyzed from two aspects,
ownership and industrial structure and their trend in different ownership and
industrials are described.

Chapter Seven makes an empirical study on the relations between macro
tax burden and economic growth from the macroscopic angle. The three factors,
macro tax burden, tax elasticity and the burden of enterprises, decide the tax
total income and tax structure and influence macroeconomic growth. On the
basis of above analyses, the current tax structure in China is analyzed and tax
ration elasticity is calculated from the angle of elasticity. According to the data
mining of time series from 1985 ~ 2004, the relativity analyses are made
between the main taxes and GDP and GMM is adopied to check the answers.
Last part of this chapter, the strategies and methods are put forward according
to our current structure and foreign experiences. As macro tax burden is the
comprehensive result of micro tax burden, it is important to research tax burden
from the perspective of micro tax burden. The empirical study on enterprise
income tax is made and the corresponding results are abtained.

Chapter Eight focuses on transmission mechanism of macro tax burden,
tax elasticity and the burden of enterprises, analyzes the income changes of
different tax since tax sharing reform in 1994 and explain the reasons why
macro tax burden increases rapidly and tax elasticity keep high, in addition,
the different factors are analyzed and compared. Furthermore, the book
explains political changes of transmission mechanism during different economic
development stages and points out great differences appearing with the changes
of economic structure, business circle and economic transition. Our current tax
system could down — regulate the economy when it develops rapidly while it
lacks elasticity when the economy decreases.

Chapter Nine analyzes in detail the tax system formed after tax sharing
reform in 1994 and affim its importance and positive function to construct
socialist market economy system. While many shortcoming still exists, such as
distempered tax system, nonstandard main tax, unreasonable tax structure and

inconsistent local tax for the reason of limitation of macro economic environment
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Abstract

and short time for preparation. The suggestions are put forward, that is,
obeying the rules of “efficiency first, then equity”, simplifying tax system,
stabling tax burden, rational decentralizing and steadily progressing. What’ s
more, it is necessary to further optimize turnover tax, incoming tax, secondary
tax and gradually set up complete, reasonable, well balanced, simple —
controlled tax system.

Last, the conclusion is made to point out the limit of this book for the
reasons of insufficient data, inadequate experiences and subjective factors.

And further research in the future is prospected at the same time.

Keywords: macro tax burden; tax elasticity; the burden of enterprises;

the generalized method of moment
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