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Abstract

In the beginning of the 90’s of the 20th century, our country estab-
lished the economic reformation system focusing on the market; as a result
there appeared a new realm of the research of theory and practice of adapt-
able taxation administration system. The traditional economics theories
only tell us.that the market economy system is an efficient one and an ef-
fective way of resources distribution, that the planned economy system is
inefficient, and that the planned economy system must change into the
market economy system, but about how to change and transfer actually,
there is no ready answer. Traditional economics theories only tell us what
to do, but not how to do, it generally analyses only the cost-income under
a certain institutional arrangement, and hardly studies economic problems
within the process of the institutional change. Because of this, many peo-
ple think that the reform will finally come to completion as long as the tar-
get mode is chosen correctly. But as practice has proved, the more impor-
tant problem for the market reform is how to do it.

At present, our country has already established the target mode of
the reform of market economic system, around which the reform and
changes of the taxation administration system should be carried on, This
has been widely accepted, and there exists not too much controversy ex-
ists. But the theory and practice of how the taxation administration system
reforms towards this target are relatively few, and there are different views
on existing research result. So, this book intends to make a comprehens-
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ive and thorough theory study for the historical change of the existing mode

and choice of the future target mode and path of reform by summarizing
existing research results of the tax management system and using the way
of institutional economics study.

The institution is a kind of public rule and has the characteristics of
the public product. Utilizing institution is not exclusive and competitive
generally, and can reduce the indetermination of individuals in the society
in their policy-making. The core of the institution is rules. One of its ma-
in characteristics lies in its compulsiveness or stipulations, and is mainly
embodied by the law and the organization arrangement and policies. Sup-
porting and implementing the system means the existence of a certain ex-
ternal power or authority, and the nation is the typical model of this kind
of power.

The taxation administration system is a collection of the particular
public rules, it includes the public nules of the division of the jurisdiction
of the taxation administration and of the division of the revenue from tax
and of setup of the taxation organization. The rules of division of the juris-
diction of the taxation administration are the key and the core contents of
the taxation administration system,; the rules of division of the revenue
from tax are the purpose and final palace of the taxation administration
system, ; and the rules of organization constitution are the premise and
carrier of the taxation administration system.

Any effective institutional emergence should be predicated on the
valid system demand and supply. The demand, without supply, is impos-
sible for institution to produce. On the other hand, there is only supply,
without the demand, the institution can be produced, but not necessarily
efficient. Analysis of demand-supply is the basic method of the theories of
orthodox economics. New institutional economics effectively expands the
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analysis of the demand-supply to the realm of institution analysis. There-
fore, the choice and changes of the institution arrangement about the taxa-
tion administration system can be made on the analysis of the classic theo-
ries of the “demand-supply” structure.

The factors affecting the demand of the taxation administration system
mainly consist of the price of product and production factors, constitution
order, technique, market scale, the principal part of demand etc; The
factor affecting the supply of the taxation administration system mainly
consist of the institutional cost, constitution order, existing knowledge ac-
cumulation, the worth mindset of the principal part of supplies, existing
institution arrangements, the principal part of supply etc. The two relative
factors constitute the frame of the institutional equilibrium of the taxation
administration system together.

Institutional equilibrium and non-equilibrium of the taxation adminis-
tration system, basically depends on the power of supply and demand from
the taxation administration system. When the supply of the taxation ad-
ministration system meets its demand, and the demand is satisfied with its
supply at the same time, institutional equilibrium is achieved.

The change of one or more factors affecting the demand and supply of
the taxation administration system will cause institutional non-equilibrium
to occur, and finally the evolution of the taxation administration system
will happen.

There are three important and long-lasting institutional equilibrium in
evolution of taxation administration system of China: the first being the in-
stitutional equilibrium in 1954, the second being the institutional equilib-
rium in 1977, the third being the institutional equilibrium in 1994 . There
are two major institutional non-equilibrium and evolution: the first being

the evolution from the taxation administration system under the market
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economy system to one under the planned economy system. This evolution

lasted for 20 years from initial stage of new China to ex-reform and open-
ing to the outside world, the second changes being from the taxation ad-
ministration system under the planned economy system to one under the
market economy system. This evolution has lasted for 23 years from 1982
till today, and will go on.

To study the system of the Chinese taxation administration system en-
ables us to understand characteristics of the evolution of the Chinese taxa-
tion administration system, and master the law of the evolution of the Chi-
nese taxation administration system, and achieve the equilibrium of reform
of the current Chinese taxation administration system. The laws of the evo-
lution of the Chinese taxation administration system are as follows: first,
the direction of power concentration system never has changed; second,
the manner of power concentration system is always adjusting, and the
means of system are more mature; third, occur of the evolution is influ-
enced decidedly by the chief policy-maker in center government.

To achieve the equilibrium of reform of the current Chinese taxation
administration system, we should grasp basic manners of accomplishing
the equilibrium of reform. First, the basic target of reform should achieve
equilibrium, that is, to build an arrangement with concentrating power in
the center and dividing power in local as assistance.

Second, the mechanism of supply-demand of achieving reform target
should be improved. This includes mainly: standardizing supply body of
taxation administration system, perfecting supply procedure of taxation ad-
ministration system, organizing demand body of taxation administration
system, improving mechanism of the demand expresses of taxation admin-
istration system.

Third, choose the path of achieving reform equilibrium. That is the
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path of unity of gradual type and radical type.

Fourth, equilibrium of reform is the unity of inevitability and contin-
gency.

We also should have the concrete ideas of equilibrium of reform of
the current Chinese taxation administration system. It is difficult to answer
what the reform equilibrium of the current Chinese taxation administration
system is. It’s fair to say, no one can describe a perfect and never-chang-
ing system. But according to the study of equilibrium and non-equilibrium
and the law of evolution and the total condition of reform equilibrium of
the Chinese taxation administration system, we can present the concrete
contents of equilibrium of reform. The contents are as follows: adjusting
the levels of taxation administration, dividing the revenue from tax be-
tween central and local governments, and distributing the jurisdiction of
the taxation administration between central and local governments.

The study of this book is based on the achievements of predecessors’
research. This book makes a profound study of the development and evo-
lution of Chinese taxation administration system, by applying Marxist eco-
nomics, western main stream economics, new institutional economics, and
Chinese and Western finance and taxation theory, and adopting three re-
search methods, which are respectively the holistic and individual analys-
is combination, demonstrative and canonical analysis combination and his-
torical and comparative analysis combination.

This book is composed of seven parts. The first part is an introduc-
tion, which mainly puts forward problems, and points out focal point, dif-
ficult points, innovation, theoretical and realistic significance in the re-
search, and laying foundation for the research direction and methodology
of the article. The second part looks back to the origin of the theories and
literature of the domestic and intemnational taxation administration system,
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and give a comment on the reform fulfillment of our country’s taxation ad-

ministration system. The third part gives a more detailed exposition for the
evolution process of the new Chinese taxation administration system, and
provides the historical material for the theoretical analysis that follows.
The fourth part is the analysis of institutional equilibrium of the taxation
administration system, and puts forward the frame of the institutional
equilibrium of the taxation administration system by analysis of the institu-
tional demand and supply of the taxation administration system. It also
analyses the important equilibrium role the taxation administration system
has Played for several times after the founding of new China. The fifth
part is the analysis of institutional non-equilibrium and evolution of the
taxation administration system. Turough analysis of the conditions and rea-
sons of the institutional non-equilibrium and evolution, it analyses the in-
stitutional non-equilibrium and evolution and evolution path of the Chinese
taxation administration system. The sixth part is the comparative analysis
of the taxation administration system, emphatically analysing the taxation
administration system of several representative countries, and providing
lessons for the institutional choice of our country’s taxation administration
system. The seventh part is to achieve the equilibrium of reform of the
current Chinese taxation administration system. Based on the study of the
status of non-equilibrium of the current Chinese taxation administration
system, it dwells on the basic manner and concrete ideas of achieving the
equilibrium of reform of the current Chinese taxation administration sys-
tem,

Key words: The taxation administration system, Institution, Insti-

tutional equilibrium, Institutional evolution
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