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Abstract

Over the past three decades since the reform and opening in China,
outstanding achievements have been made for tax on raising revenue for
all to see. However, the effects of tax controlling and regulating on
income distribution were always ignored. Especially after middle of
1990s, the accumulated coniradiction between gradual reform and econ-
omy transition has become intensified with the speedy growth of econo-
my. The overall gap on income distribution emerges an all-round stand-
ing widen, and has continuously widen, which lead to a serious unbal-
ance of the whole national income distribution structure, to put it more
concretely, the income gap between urban and rural areas, the income
gap between turban inner residents and rural inner residents, the income
gap between regions and industries continue to widen, and the income
gap among enterprises and the social classes are great disparity. There-
fore, the unbalance of national income distribution structure has become
the great obstacles to expand domestic demand, and hampered the
healthy and lasting development of society and economy, moreover,
potentially threatened to social stability in China. At the same time, the
finance crisis that American Sub-prime Morigage Loan Crisis induced has
leaded that the global economy swiftly shrunk and the demand obviously
decreased. The American finance crisis has inevitably great negative

effects on economy of China and makes the structure crisis of economy
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emerged, such as the relative surplus of production that has always been
covered by high speed growth of export, the economy growth always
depending on export, insufficient domestic demand and so forth. An
overview of the China economic environment shows that, to deal with
international finance crisis in a short term and to foster a sustained and
sound development of China’s national economy both consequentially
require Chinese mode of economy growth to transform from investment
oriented mode to demand oriented mode, and from export oriented mode
to domestic demand oriented mode. Obviously, to expand domestic
demand is the key for government to choose the policy of regulating and
controlling economy, and the unbalance of income distribution structure
is the key factor to restrain on the expansion of domestic demand.

Although the reasons on the whole unbalanced structure of income
distribution are various, however, it is undoubted that one of the impor-
tant reasons is tax, which acts as a policy instrument that government
directly control over, fails to regulate and control income distribution
efficiently and effectively. Because when Chinese government made poli-
cies to regulate and control income distribution since reform and open-
ing, tax did not always be used sufficiently and be regarded as an
important policy tool, moreover, the malfunction of re-distribution func-
tion is always the weakness of tax system in China. The effects of tax
adjusting and controlling even exist converse adjusting to aggravate the
inequity of income distribution and thereby deteriorate the unbalance of
income distribution structure. Hence, how to use tax policy to adjust
and control income distribution efficiently and effectively has become an
important policy topic for discussion. Therefore, this dissertation will
focus on following several aspects to deeply analyze and discuss how
income distribution is regulated and controlled by tax policies:

Firstly, to deeply analyze the relation between income distribution
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and adjusting and controlling of tax. Market mechanism have inherent
deficiency to deal with size-income distribution to result in social inequi-
ty, and this kind of inherent deficiency can not be solved by market
mechanism itself, which provides the grounds for government to
re-distribute income in theory, This paper considers government can adopt
many sorts of policy tools to adjust and control income distribution, and
tax is one of the most important and effective policy tools. Besides, dif-
ferent policy tool have different effect space, and cannot be substituted by
other policy tool completely. Therefore, it is necessary for tax to cooper-
ate and coordinate with other policy tools to realize the policy aim of gov-
emnment re-distribution. Based on this, this paper further analyzes the
process, effect space, and measurement of policy effect of adjusting and
controlling of tax on income distribution to prevent from cognition mis-
take, such as futility and omnipotence of tax adjusting and controlling.

Secondly, to comprehensively analyze the impact factors of adjus-
ting and controlling of tax on income distribution to provide the choice of
tax re-distribution policy with theory mode. The adjusting and controlling
of tax on income distribution can penetrate into every segment of thrice-
distribution of national income, and shorten the gap between the rich
and the poor through adjusting both flux and deposit of income. There-
fore, this paper deems the effects of adjusting and controlling of tax are
impacted by many factors, such as tax revenue scale, tax incidence,
the choice of tax categories, tax system structure, tax administration
ability, tax environment, and so on. So this paper analyzes the action
mechanism of tax adjusting and controlling to construct the theory mode
of tax adjusting and controlling.

Thirdly, to deeply analyze the process of the system evolvement of
tax adjusting and controlling income distribution and combine with theory

mode to verify the relation between the change of income distribution
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structure and the adjusting of tax policy. With the transition of economic

system from planning economic system to market economic system,
income distribution system has evolved step by step from distribution
according to work to distribution according to production factors function.
Moreover, it resulted in tremendous changes in income distribution
structure; tax policy should accordingly be adjusted to adapt to the
change of income distribution structure. Therefore, this paper analyzes
the history of tax regulating and controlling to check up the applicability
of tax policy regulating from the system evolution perspective.

Fourthly, to make the empirical analysis of adjusting and controlling
of tax on income distribution in China to provide tax policy adjusting with
empirical foundation. To adjust tax policy need to base on the Empirical
Analysis of policy implement, including qualitative analysis and quantita-
tive analysis. Based on history analysis and qualitative judgment of tax
adjusting and controlling, this paper further adopted cointe gration analy-
sis to probe into the impact degree and effect direction of tax adjusting and
controlling income distribution, and based on it, deeply analyzed the
reasons and effects of malfunction of tax adjusting and controlling.

Fifthly, to comparatively analyze foreign system design of tax adjus-
ting and controlling income distribution to provide Chinese tax system
reconstruction with experience reference and enlightenment.

Lastly, this paper brings forward the basic ideas of tax system
reform and supporting measures to adjust and control income distribu-
tion. This part mainly focuses on putting forward relative countermeas-
ures and advises on the basis of qualitative analysis and quantitative
analysis and in reference with foreign experience of tax adjusting and
controlling income distribution, including optimizing tax system struc-
ture, improving adjusting and controlling system of tax, and so forth.

At the same time, rational tax system is just the basic condition to effec-
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tively and efficiently adjust and control income distribution, and the
effect is impacied by the applicability of relative supporting measures.
Therefore, it is essential to improve relative supporting system to rein-
force the effects of tax adjusting and controlling.

As to this thesis, there are some breakthroughs as follows:

Firstly, to deeply analyze the links of tax adjusting and controlling,
effect orientation and localization based on all-round grasp of the relation
between income distribution and tax adjusting and controlling to ascertain
the effect space of tax policy in adjusting and controlling income distribu-
tion.

Secondly, to prove the impact factors of tax adjusting and control-
ling, then further analyze the affecting mechanism to provide our govern-
ment to adjust tax policy with theory mode.

Thirdly, in the perspective of empirical analysis, this paper adopts
co integration analysis to verify the effect of tax adjusting and controlling
to provide our government to improve tax system with experience suppori-
ing.

However, because of limitation of the academicals level of author and
research time, there are deficiencies in this dissertation, which will be
revised and studied in the future. The deficiencies are reflected in the fol-
lowing: firstly, the data statistics this paper depends on are imperfect or
not accurate enough. Although the author has tried to revise the statistics,
they are still insufficient to support some viewpoint and argument in this pa-
per due to the failure to acquire first-hand investigation data. Secondly,
this paper mainly focuses on tax system design adjusting and controlling
income distribution. However, tax has multi-functions, although this
paper has referred to combination and arrangement in pairs or groups of tax
system, tax categories, and so on, trying to coordinate different function

of tax, it does not conduct an in-depth research and interpretation.
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