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Abstract

This project focuses on the redistributive effects of taxation in China. The project
contains four major analyses as follows.

Firstly, we compiled, for the first time, the flow of funds accounts ( physical
transaction: FFA) for the period of 1978 through 1991. The new data set, together
with the FFA that is already available for the period from 1992 until now, are used to
investigate the evolution of income distribution of national income and its causes.

Secondly, using data from FFA, the economic censuses, and household surveys,
we explored the link between two types of income distribution: functional distribution
and size distribution, with focus on how the former affects the latter.

Thirdly, using the computable general equilibrium (CGE) model, we investiga-
ted the mechanism of effects of taxation on the functional income distribution. Especial-
ly, the effects of major taxation in China on income distribution among factors of pro-
duction are examined using the mean effective rate of taxation.

Finally, this study uses the household survey data to investigate the progressivity
of the whole tax system in China, as well as the redistributive impact of the direct and
indirect taxes. Some simulations of potential impacts of taxation reforms in the future are
also provided. The new methodology of combining CGE and micro-simulation is used for
these analyses.

The investigation of both theoretical and empirical evidences of this project will
help policy makers in designing the taxation reforms that intend to improve on the func-

tions of taxation in China.

Abstract
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