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Income distribution in economic development is
considered as an important academic issue in the
economic field for a long time and also as a commonly-
faced practical problem by the government all over the
world. While China is regarded as a transitional trace
country, along with the function of market mechanism
restoring and exerting, the method of resident income
distribution is being changed from the early distribution
method only according to one’s performance to the
combination of distribution according to one’s
performance and the production factor. Therefore, the
resident’s income is increasing as a result of broader
income origins. Meanwhile, the social wealth is being
relatively centralized and income distribution gap is
expanding, which consequently causes a great hidden
trouble to the harmonious society and the sustainable
development of the economy. The Chinese central
authorities and the State Council pay highly attention to
this phenomenon, study and deploy some measures to
narrow the income distribution gap. Some useful
economic tools, such as tax, social security and the
minimum wage, are used to adjust the income

distribution gap in some scope by the government in
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order to achieve social equity.

Personal Income Tax (PIT) with a history of only about two hundred
years originated from England in 1799, but it was widely introduced into
the tax system around the First World War by many western countries,
quickly developed in the World War Two, and becomes one of the most
important taxes in tax system around the world. The reasons are: PIT is not
only a stable source of income but also the fairest tax, and is acknowledged
as a fine tax by the people in the world. It is believed that PIT has an
apparent function on narrowing the income distribution gap in many
countries.

After the tax reform in 1994, the Chinese PIT not only plays an
important role in collecting revenue, but also displays an effective adjusting
function on income distribution gap. However, the research on income
distribution of PIT in china is obviously lagged. Though a lot of correlative
literatures show their opinions on the adjustments of tax rates, allowance,
tax modes, etc., these research are not only controversial but also
suspectable due to the lack of the objective and numerical results obtained
from the empirical study.

Following a step-by-step logic, this dissertation summarizes the
redistribution effects of tax and the correlative factors, and then constructs
the whole study framework including the study on the effects, the
decomposition on the redistribution of PIT, the progressivity of tax and the
decomposition on the progressivity of tax. It is far from enough to study
only the redistribution of tax. It should also decompose the redistribution
into vertical effect and horizontal effect. It can clearly know the
contribution of the different tax system and tax factors to progressivity by
the decomposition of progressivity, because the progressivity is one of the
most important factors for redistribution, which includes the progressivity of
individual income and tax system. Therefore, the redistribution effects of
PIT in china have been empirically investigated, and the inner working

mechanism on the redistribution effects of PIT has been carefully studied.



international comparisons.
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Finally, the correlative suggestions on the innovation of PIT in china have

Starting with a systemic

mathematics,

review of the relative domestic and
statistics,

international reference, together with the different perspectives of the
public economics and

sociology,

, this
dissertation studies the income redistribution principle of PIT, the main

etc.
function, the practical effects and the factors related to income distribution
of PIT by the combination of quantitative analysis and qualitative analysis
with the data obtained from surveys, statistical materials and reference,

while a comprehensive, objective and scientific evaluation on the current
income distribution effects of PIT in china has been carried out.

At the
same time, the gaps on the income redistribution effects of PIT between

china and developed/developing countries have been presented and a lot of
good suggestions have been gained through a historical comparative
analysis. In addition, a great deal of diagrams, charts and figures have

been adopted to make expression be simplified and persuasive.

The whole dissertation is presented as seven chapters, and the main
contents in each chapter are shown as follows.

presented.

Chapter one introduces the background, the research methods, the
relative domestic and international researches, as well as the analysis thread

and framework. In addition, the innovations and deficiencies have been

Chapter two studies the basic theory of income distribution and
redistribution of PIT. First, the concepts of income, PIT and study objects
been studied. Then,

have been defined. Second, the basic theories of income redistribution have
the principle of

the transmit
redistribution effects for PIT have been investigated. Finally, a standard
been completed.

mechanism of
research on the goal, principles and scope of PIT redistribution effects has

This chapter is the theoretical basis,

conclusions obtained in this dissertation are based on the terms defined

and all the

'tu\“\
been advised in order to narrow the gap on the income distribution through
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Chapter three studies the current situation and dynamic tendency of
before-tax income distribution for urban resident in china. Firstly, the
research reveals the present gap and tendency of before-tax income
distribution, which includes two levels: one is the income distribution gaps
on different income classes and regions; the other is comprehensive measure
of income distribution gap of resident. Secondly, the negative influences of
expanding income distribution gap on consumption demand have been
studied. Then, the contribution of different income factors to income
distribution gap have been deeply investigated by the decomposition of
Geordie coefficient in order to study the origins of income unequal change
caused by the income factors. Furthermore, the causes of income
distribution have been analysised with an angle of system transition, i. e.
the transition of economic system, labor employment, income distribution
and social security, Cultural factors. In this chapter, the changes of income
distribution gap have been dynamically investigated and the causes of these
changes have been deeply studied. It is important and urgent to narrow the
income distribution gap by the PIT tool.

Chapter four investigates the decomposition and redistribution of PIT.
Firstly, the decomposition and redistribution theories of tax in foreign
countries are introduced and evaluated. Secondly, an empirical study for
redistribution of PIT on different income class and different regions in china
has been carried out. Then, the redistribution effects have been decomposed
with the APK method based on overall data and revisited AJL method based
on the regional data in china respectively, in order to reveal the loss on the
redistribution effect of PIT. Finally, some good suggestions have been
obtained by the international comparisons.

Chapter five studies the progressivity of PIT. Firstly, the measurement
of tax progressivity, which includes classical progressivity and modern
progressivity, have been introduced and evaluated. Secondly, the

progressivity of PIT in China has been calculated with several methods for
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different income class and different regions. Some persuasive conclusions
on the progressivity of PIT in China have been drawn from different
aspects. Finally, some good suggestions have been obtained through
international comparisons.

Chapter six decomposes the progressivity of PIT. First, several models
on the decomposition of tax progressivity, which includes tax system
progressivity and the decomposition on progressivity of some tax, have
been established. Then, the progressivity of PIT for different income
sources, wages and salary income has been empirically studied. Finally,
some good suggestions have been obtained through international
comparisons.

Chapter seven: a fair perspective of China’s PIT mechanism
remodeling. The empirical results of Chapter three to Chapter six of income
distribution énd redistribution of PIT, to draw some meaningful conclusions
to reshape China’s PIT system from a fair perspective, providing a scientific
and realistic basis of quantitative. First, the outlook of the PIT system
development trends and innovation have been analysed through international
comparisons. Then, based on the overseas experience, the design of PIT
system for strengthening the redistribution effects, such as the selecting of
tax mode, allowance setting and the selecting of tax rate, has been
addressed. Finally, the research brings up some correlative measures, that
is to say, the construction of comprehensive income distribution system.

The following innovational conclusions are drawn from the present
study in this dissertation. (1) The inhabitant revenue assignment disparity is
expanding, which astricts the development of economy and the society.
The reasons are various and complicated. (2) It is believed that personal
income tax has a positive, strength redistribution effect from 1995 to 2010,
while the redistribution effects is decreasing in 2006. (3) The redistribution
effects of tax mainly rely on the average tax rate and progressivity. It is
noticed that the selection of them should be careful because of the negative

relativity of average tax rate and progressivity. (4) The scheduler pattern



