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Abstract

The interrelation between tax and economic growth is an important issue
in the economic study.

Economic status decides taxation, and taxation reacts to the economic
status. On the one hand, the scale, speed, quality and structure of the economic
growth decide the total value, speed and structure of tax; on the other hand, as
one of the important macro-control means, tax can affect economic growth on
investment, consumption, distribution, structure and many other aspects with
the policies of tax rate, tax burden, tax incentives and so on. The gradual
development of marketing economy draws tax and economic growth
increasingly close. In the past few decades, affected by the traditional planned
economic system which regards tax as a way of revenue source, our tax policies,
did not work well in adjusting social economic relations; therefore, the conflict
between tax and economic growth stood out. In order to dissolve social stress,
the central government stressed that the macro-control system, must be
perfected carry out the tax system reform, thereby to give full play to the tax
system in promotion of economic growth.

In recent years, tax administration departments at all levels in China have
laid great stress on the tax revenue analysis. Starting from perfection of the
regular tax revenue analysis methods, they expanded their analysis vision and
achieved the transfer from simple comparison of the increase or decrease of the
tax revenue to tax quality measures such as macro tax burden and increase
elasticity. They made it effective to measure the correspondence of tax and

economic growth by means of such quantitative methods as comparative
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analysis, time series and regression models. Meanwhile, many scholars have
paid much attention to tax analysis and written papers using quantitative
methods. Quantitative tax analysis has been developed theoretically and
empirically. Generally speaking, the quantitative study on tax and economic
growth in China, however, is still at the primary stage because of a late start.

Specializing in teaching and research of tax quantitative analysis for a
long time, the author has published over 50 papers in national key journals in
succession and led state social and scientific foundation projects and programs
at the provincial level such as funded by the Ministry of Education. His papers
have been cited by almost 100 scholars in this field. In this book, emphasizing
quantitative analysis and empirical studies, he systematically analyses
interrelationship between tax and economic growth based on many years’
research.

Relevant measures are presented through his comparison and analysis
which are horizontal and vertical, historical and physical; specifically, 1.to
analyse principles, effect and factors contributing to relationship between tax
and economic growth to come to a systematic and convincing conclusion from
diverse perspectives of relationship between tax and economy; 2.with the
quantitative-intensive method, to adopt multivariate analysis, economic game
theory and time series, so as to simulate models and make quantitative analysis
on data about tax and economy; 3.to explore new findings concerning on
relationship between tax and economic growth and present his own ideas based
on absorption of others’ research achievements.

This book is divided into six chapters. The first one, as the preface, gives a
brief introduction to the interrelation of tax and economic growth, the function
of taxation in macro-control, the conception of tax analysis and methods of
quantitative tax analysis. The second chapter is about interaction of tax and
major economic indicators such as GDP, investment, consumption, foreign

trade and commodity price. The third chapter is empirical analysis of the
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relationship between macro tax burden and economic growth. This part

describes in details the trend of macro tax burden, industrial tax burden and
regional tax burden after reform and opening up. The optimal interval estimate
of macro tax burden in China is brought forward through comparing macro tax
burden of different types of the world and evaluating the level of macro tax
burden in China. The forth chapter discusses, from a structural perspective, the
inner relation of tax and economic growth including the interaction between tax
and industrial structure, tax and regional structure, tax and ownership structure.
The fifth chapter emphasizes particularly on discussing the growth effect of tax
policies, covering the relationship of taxation and government, promotion of
circulation economy, supporting the build of harmonious society, the
adjustment of preferential tax policy, tax multiplier and its effect in our country.
The sixth chapter is about prediction and evaluation of the major taxes such as
value-added tax with econometrical methods. Game theory and multivariate
analysis such as cluster analysis, principal component analysis, factor analysis
and canonical correlation analysis are introduced in tax quantitative analysis.
The applications of these methods are sampled in the book.

Focus on quantitative analysis is the feature of this book, for example:

1. To adopt ridge regression and discuss the degree of multi-collinearity in
the analysis of relationship between tax and GDP relation.To minimize the
magnitude of the regression coefficients with software so as to overcome the
variance of the independent coefficient value and its practical meaning in the
Tax Model.

2. To discuss the impact of tax on private consumption with canonical
correlation analysis. The canonical correlation method is adopted to reveal the
relationship of two sets of variables, tax and private consumption.

3. “Corresponding coefficient” indicator is employed in the structural
relation analysis. Industrial taxation corresponding coefficient is defined as

industry proportion in tax divided by industry proportion in GDP to indicate the
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harmonization degree of industrial contribution on tax and economy. The
coefficient approaching 1 shows the higher degree. This provides objective
reference for estimating the relation between tax and economic growth.

4. To use cluster analysis on regional tax burden. As the result, those
comparatively developed regions and developing ones are clustered to groups
respectively to reflect the imbalance of regional tax burden. This method gives
illumination on solving such problems as multi-factors classification. What’s
more, it will work better if accompanied with other statistical methods.

5. Principal component analysis (PCA) and factor analysis (FA) are both
structure-seeking multivariate statistical techniques that can reduce
dimensionality. The difference between PCA and FA is that PCA is based on the
correlation matrix of the observations whereas the FA redefines original
variables in terms of latent components and error. FA begins where PCA stops.
The example given in this book of the comprehensive estimation of the regional
economic growth has only two principal components that provide 93.7% of the
original information. FA gives the scores of the factors and the seating
arrangement of the region.

6. Two examples are given in the book on the application of game theory.
One is the game analysis of tax check and evasion, which proves that the
punishment is the key to contain tax evasion. The other is the game analysis of
tax burden between central and local government. Seemly there is no perfect
solution to satisfy requirements of the game, which reflects the embarrassment
in distribution of tax.

The methods mentioned above are not innovated by the author. They are
of practical significance considering application of tax analysis, which means
that it is feasible to apply quantitative analysis to tax analysis.

Due to the author’s limited knowledge, errors will be inevitable. Your

suggestions are welcome.
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