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Foreword for Prof. Yang Xiaoqiang’sdbook

It is with great pleasure that I write this foreword for the new book by Professor Yang,

whom I respect greatly as a colleague.

I have been teaching and writing about tax law since 1991. Reading Professor Yang’s
manuscript made me think about the reasons why tax law studying is interesting to students
in Canada and other Western, whether similar reasons exist in China, and whether Chinese
students who want to study tax law will find Professor Yang’s book helpful. My conclusion

to the last question is a clear “Yes”.

In major Canadian and American law schools, tax law is one of the highly recommended
courses for students. Students know the importance of tax law to their future legal career.
Students know that corporate lawyers working on mergers and acquisitions need to under—
stand the tax consequences of such transactions, which are often structured in response to
the tax law. Lawyers specializing in international business transactions need to understand
domestic and international tax law because they profoundly affect these transactions. F amily
lawyers need to understand the tax consequences of ‘marriage, divorce, and the transfer of
property. Less obviously, students interested in poverty law and social justice need to be
familiar with tax law because taxation is a major policy instrument in redistributing sécial

income.

Students also find the study of tax law fascinating and tax courses “one of the enjoyable”
courses they have at the law school. Several reasons may explain this. First, tax law touches
on many aspects of human activity and is highly practical, personally and professionally.
Second, tax law is a highly “intellectual” field. It involves taking one simple idea that ev—
erybody should pay tax and then applying that idea to the full panoramic variety of eco—
nomic and propérty relations and transactions. Students often enjoy learning and working
with difficult and complicated rules and applying these rules to an infinite variety ‘of busi-
ness, financial, and other legal transactions. Third, the politics of taxation is fascinating.
Taxation has been the primary link between the people and their government, as taxation is
the process by which a government transfers resources from the private to the public sector.
Thus, the politics of taxation often dominates election debates and other political debates.

There is also an inherent conflict, namely, individual citizens often resist paying taxes to
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the government, but the citizentry at large demands that government provide goods and ser—
vices, such as health care, roads, disability and unemployment insurance, and education, all
of which ultimately must be financed through taxation. This conflict works its way through
the political process to affect both the making of tax laws and government expenditures and
social programs. Finally, tax law constitutes the rules of the fast game played by dedicated
people in government and private sector. Policy—makers in the government have the first
move, in which they must determine the content of the law. The taxpayer and his/her high~
ly—paid advisors then determine their transactions and find ways around the law. The gov~
ernment has the pen, the taxpayer has the plan. Given this game, the taxpayer has a dis~
tinct advantage over the government, because the taxpayer acts with complete knowledge of
the government’s decisions while the government can only guess at the taxpayer’s deci~

sions. To level the playing field, the government enacts various anti-avoidance rules.

The high level of student’s interest in learning tax law is also explained by the importance
of taxation in Canada and other western countries. Taxation not only raises revenue to en—
able the government to pay for public programs (such as national defense, hospitals, and
schools), but also redistributes income from high—income individuals to low~income people
in order to maintain a civil and harmonious society, which benefits every one, including the
rich. Tax law is important in a market economy because it regulates economic activities

and provides incentives to stimulate activities in case of market failures.

China is moving towards a market economy. The roles of taxation inevitably become more
important when more and more economic activities regulated by the market as opposed to
direct government control. The rapid increase in personal wealth will turn many citizens in—
to taxpayers. This will highlight the importance of taxation as main mechanism for transfer—
ring private wealth to the public coffer. The market and private citizens will increasingly
desire transparent government regulations, including taxation. Presumably, students in Chi~

na will be more interested in studying tax law.

For anyone wishing to study tax law, Professor Yang’s book should be a great learning tool.
This book has three parts, each deals with important aspect of tax law. Part one is an
overview of key concepts, principles, theories, and policies of taxation. It presents not only
a Chinese perspective, but also an international and comparative perspective. Part Two dis—
cusses the design and key elements of the major taxes in China. Part Three provides com—_
parative tax. research sources. The book is written not only from a theoretical and conceptu~ .
al perspective, but also a practical perspective. Part One contains a large number of foot-

notes, citing the leading authorities (in Chinese and English) on varies issues. Part Two



analyzes each of the taxes and presents the materials in a reader—friendly manner by using
examples, case studies, and questions and answers. Part Three is a great reference source

for anyone interested in studying tax issues beyond China.

A keen student of tax law should, after reading the first two parts, try to investigate the fol—
lowing “big—picture” questions: (a) To what extent does the Chinese tax structure reflect
the theories and principles discussed in Part One of the book? (b) What are the possible
reform options to bring the Chinese tax system closer to one that can better accommodate a
market economy? (c) What kinds of substantive and procedural tax rules that can best pro—
mote taxpayer compliance? (d) To what extent should China integrate its tax system with
that of other countries? Meanwhile, a keen student of tax law should also be thinking about
the concrete questions of interpreting and applying the tax legislation. Developing the nec—
essary skills of interpreting statutory law and applying it to actual transactions is fundamen—
tally important, irrespective whether a student is going to practice law or work in a corpo—

ration or government department.

Professor Yang is in an enviable position to write a book of this nature. He has an impres—
sive command of the English language and high familiarity with both Western and Chinese
tax systems. He is a dedicated a tax scholar who seems to enjoy the teaching and writing
about tax law. I congratulate him and the publisher for producing such important piece of

work.

Jinyan Li
Professor of Law
Osgoode Hall Law School of York University

Toronto, Canada
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