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ABSTRACT

Tax Expenditure, as a special economic policy, has being
paid much attention and applied by decision-makers and
economists. The right ways of applying Tax Expenditure is
decisive for carrying out macro-economy goals and making a deal
revenue circumstance.

In the course that our country’s economic system turns into
market economy, revenue is influencing economy in angles,
antennae, its effect is in the round. From this way, my jumping-
off place of the writing is to find out the Tax Expenditure’s
influencing points on economy and motivating mechanism. So [
will observe and study the all procedure of Tax Expenditure’s
working in economy system in order to find out some problems,
make some judgments and analyze some choosing policies for
deciding policy goals, choosing tools and consummating
conducting mechanism.

This writing includes 8 chapters.
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Chapter 1 is to discuss the Tax Expenditure’s basic category
and to construct an analyzing frame. Beginning with discussing
Tax Expenditure’s connotation, I mainly discuss Tax
Expenditure’s forms and effect, and describe the characters of
Tax Expenditure’s main body and its behavior. 1 analyze the
different influence by layer upon layer on economy by connecting
Tax Expenditure with flow of national economy working in order
to revealing the actual function of Tax Expenditure policy on
economy under a ground of certain economy system.

Chapter 2 is to discuss the Tax Expenditure system. By
understanding fully Tax Expenditure’s connotation, I will reveal
that Tax Expenditure policy is the carrier of Tax Expenditure
system. Tax Expenditure’s affecting mechanism’s key is to
control the capacity of Tax Expenditure. To condition Tax
Expenditure gross’ elements are government function, society
economy structure,finance system and tax system. Besides,I will
analyze Tax Expenditure system from jurisprudence and social
cost.

Chapter 3 is about the Tax Expenditure policies’ choices and
constitutes. 1 applying with welfare economics’ best and better
theory, and analyze the Tax Expenditure plicies’ choices and
constitutes under market failure and policy distortion, and then
point out the Tax Expenditure’s effect and problems after 1978

in chinese. On this base, 1 bring forward the suggestions about
. 2 .
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our country’s Tax Expenditure policies’ choices and
constituting.

Chapter 4 is about Tax Expenditure, stockpile and
investment. Beginning with this chapter, 1 will discuss the main
area where Tax Expenditure influences on. In this chapter, I
will analyze Tax Expenditure’s working system how to influence
stockpile and investment, and then bring forward the
suggestions about how to accelerate the capital accumulating in
our country.

Chapter 5 is about the relationship of Tax Expenditure and
science and technology advancement. By applying with a simple
model, I find that there are two functions where Tax
Expenditure influences on science and technology advancement.
one is to bring down cost, the other is to reduce risk. T discuss
technically Tax Expenditure’s function to technology research,
exploitation and its achievement transformation.

Chapter 6 is about the Tax Expenditure’s effect in
developing the relationship to the outer world economy. Tax
Expenditure’s function on the outer world economy is carried out
by the International Revenue Coordination System and
Multinational Revenue Reassignment System. The effect is
important to imports and exports, also is important to
introducing into foreign capital.

Chapter 7 is about Tax Expenditure and regional economy.

e 3
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The unbalanced development of regional economy in our country
is a bottleneck problem disturbing the development of our
country’s economy. There is a relativity between Tax
Expenditure and regional economy, and our country has being
applying with Tax Expenditure policy to adjust regional
economy. This chapter analyzes the distance between different
regional economies and comments on Tax Expenditure plicies’
current situation and problems, then bring forward the
suggestions about Tax Expenditure policy how to develop
regional economy.

Chapter 8 is about Tax Expenditure and persistent
development. Persistent development is an important and
exclusive right way for China to get rid of the difficult position of
poverty, population, resource and environment. The theory is
based on its externality and system malfunction. Tax
Expenditure can carry out persistent development, but it makes
the government in a dilemma. 1 bring forward the thought for
Tax Expenditure how to carry out persistent development in our
country.

In my writing, 1 persist in connecting theory with practice,
and base my theory on studying the practical economic problem
in Chinese market-economy. I try to survey Tax Expenditure and
its influence on social economy in a new angle. Owing to the

study difficulty and the character of this writing itself, my study
e 4o



& ABSTRACT

is only abecedarian and explorative. Even so, I still try to
construct some basic thought. The thoughts can be conclude as
follows: (DI attempt to put Tax Expenditure into the procedure
of national economy system working, and analyze the characters
of Tax Expenditure’s main body and its behavior, then reveal the
Tax Expenditure’s different effects to national economy by layer
upon layer. & By applying with jurisprudence principle, 1
comment on the Tax Expenditure policy from the view point of
law. I don’t think the essence of Tax Expenditure only includes
the main body getting benefit and the main body giving benefit,
but also the relationship of the government and taxpayers, and
the relationship of beneficiaries and taxpayers. Tax Expenditure
system’s effects are divided into the theoretical and the practical,
between which there is some distance. The Tax Expenditure
system’s positive effect is always paid much attention, and the
negative is always ignored or accepted by system-makers. @)1
apply a simple model through enterprises to the Tax
Expenditure’s social cost. 1 study changes of the static state
efficiency that enterprises face to the favourable treatment of
Tax Expenditure, and the effect of enterprises’ activity for
favourable treatment to resource allocation. Such as, on the one
hand, it is impossible that the Tax Expenditure protect
beneficiary defining a favourable circumstances that will come
out Leibenstein’s X — inefficiency; on the other hand, it will

¢ Ko
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appeal economical behaviors to run after the favourable privilege
that results rent-seeking. @ Tax Expenditure’s economical
benefit includes income paying for itself, the equilibrium of tax
burden, structure adjustment, and social equity. ®T analyze the
effecting mechanism of Tax Expenditure to saving,investment,
science and technology advancement, regional economy, the
relationship to the outer world economy, and sustained
development, and then bring forward some suggestions of
policy. Such as, I point out the current productive value-added
tax is obstructive to technology advancement, so it is necessary

to turn value-added tax from productive into consumptive.



