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Income tax is an important
part in the tax theory system, it

concerns not only the interest

distribution between government
and taxpayers, between one taxpayer and another, but also economy
development and social stabilization. Along with economy developing,
the house income has gotten higher to different extent, but people pay
more attention to the wide income gap between them, and govern-
ments try to shorten it by income tax. What we should point out is
that so far people do more research on a certain income tax, not on in-
come taxes as a whole. That is to say, they neglect the mutual effect
and influence between different income taxes, the taxpayers’ burden
of different income tax, the “double taxation” and “double deduc-
tion” . The article starts with the origin of income tax and makes an in-
novation on traditional theofies, and then forms the theory of income
tax integration. This avails to determine the quantity of income taxes
as a whole and a certain income tax, as well as the tax burden on vari-

ous taxpayers. By explicating the situation of income tax and its trend
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in different countries, we can make use of the active economy effect of
income tax and eliminate its negative effect, so that we can establish
the optimal income tax system and use its favorable aspect to accelerate
the Chinese economy growth and keep the social stabilization.

Income tax is directly related to individual income distribution.
Thus a person’s ability to pay tax depends on his earnings and proper-
ty, which he gets from all kinds of ways in a certain period. A
person’s income tax burden includes the tax levied on his stock in-
come, flow income and latent income. Only such tax burden has the
meaning to be compared horizontally and vertically and can be used for
government to collect income tax in an appropriate extent and depth.

To improve tax system, people put forward the concept of inte-
gration on some taxes to overcome double taxation and tax loophole.
Then, on the base of the concept of integration, the article brings
forward the concept of income tax integration. Income tax integration
is a system which consists of relatively independent income taxes with
common characters. In this case, different income tax has different
function to avoid double taxation and tax loophole, so that they can get
their collective aim of regulation. Drawing from the previous excellent
achievement and following the internal logical relation, the article gives
out the definition of principal tax, which means the tax that has domi-
nant function in one kind of tax. As to income taxes, considering the
situation of income tax in China, the principal tax should be individual
income tax, and property tax is supplementary. The only way to unify
income taxes is to coordinate their individual functions.

Income tax is not easy to shift. To quantify income tax is the core
of income tax integration. The following are the innovations of the

article; researching the highest and the lowest quantity of the income
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tax under the skeleton of income tax integration; making the reason-
able distribution of the tax burden between government and taxpayers,
among taxpayers and among the different income taxes following the
national political and economic policy to avoid the double taxation and
double deduction of income tax. It has three aspects: one is to quantify
income tax revenue that a nation should have to harmonize the nation’s
demand with taxpayers’ ability; another is to distribute income tax
burden among taxpayers to realize equity; the other is to allocate in-
come tax burden among different income taxes to accomplish a nation’s
established objectives. Both the whole income taxes revenue and sepa-
rate income tax quantity should accord to the principles of equity and
efficiency. There are several factors that affect income tax revenue,
such as development level of productivity, national economic situation,
government expenditure, different humane situation, tax system
structure, the level of tax collection and tax administration, nation’ s
policies and the function of each income tax. The quantity of income
tax should be decided by our historical datum of income tax, GDP and
per — capita GDP. Because the proportion of income tax has been low
in Chinese history, it cannot guide future. We can use the data of de-
veloped countries and other countries, which are in similar develop-

ment level with China, and revise them. So we can quantify reasonably

the whole income tax revenue about 5 to 8 percent of GDP and
distribute the tax burden among taxpayers and income taxes.

It is in the circumstance of the whole tax system that we can find
the irreplaceable function of income tax compared with other tax
types, especially in developed countries. On comparing ration with
other types tax, the thesis gives the concept of principal tax type. Tra-

ditional study only analyzes the principal tax. It dissevers the internal
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relation between principal taxes and other taxes and is unfavorable to
the improvement of the tax system. In modern society, especially in
developed countries, people not only pay attention to the function of
raising revenue of tax, but also to other functions of tax. In this case,
it is inadequate to study principal tax only on its function of revenue,
so the article researches the principal tax by all of its functions. In
western developed countries, tax system has gone through three peri-
ods: the period that traditional income tax is principal tax, the period
that circulating tax (indirect tax) is principal tax, the period that
modern income tax (direct tax) is principal tax. In China, we now
have a tax system called two — principal — tax system, that is to say,
both circulating tax and income tax are principal taxes. But in fact,
the former is principal and the latter is supplementary. Income tax on-
ly has a low proportion in tax structure. Because of the low level of
productivity and income, inequity in income, 70% of the population
being farmers, the low level of tax administration and technique as
well as culture diathesis and the consciousness to pay tax, it is difficult
for the income tax to become principal tax. But with the foundation of
our market economy, the constant rising of the income level and the
improvement of democracy and legality, the strengthening qf the tax
administration and the urgent need for regulating the inequity in indi-
vidual income, these issues can be improved. The favorable circum-
stances will avail income taxes to become principal tax.

Income tax can not only do well to income equity, but also accel-
erate economy growth and keep it steady. Western developed countries
mainly make use of discretionary policy and automatic stabilizers of the
income tax to smooth down the circle of boom and bust. At the same

time, income tax has active effect on labor, saving, investment, which
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can accelerate economy growth. In China, the factors, such as the
supply of labor, saving and investment, are different from the western
developed countries. The supply of labor and saving is surplus, but the
private investment is lacking. Considering the effect of income tax on
the above factors, income tax should do much to transform saving into
investment, and to transform latent labor into realistic labor. Inflation
and deﬂation, which are the reflections of the instability of economy,
are two contradictory phenomena in currency circulation. Both of the
two currency circulation phenomena can have serious effect on the
healthy, high — speed and everlasting development of our economy and
society, so do on the income tax. To fit different economic situation,
income tax has different measures. Because our economy has fallen in
serious deflation, counter — deflation income tax policies have realistic
meaning. Our counter — deflation tax policies can’t be called “tax re-
duction” or “tax increase” simply. We should regulate the structure of
income tax burden to harness deflation.

There is no everlasting tax system optimization standard. But we
can find one in a certain condition. A tax system should be propitious
to social stabilization, economy growth and tax administration. Of
course, it must be practical and in a certain circumstance. So income
tax optimization in this article indicates to find a sub - optimal project
concerned individual income tax, security tax, estate and gift tax and

property tax in China.



@ B crrsrrinnee (1)
£—F FRRBREFELEE
WG o ceninsbrantone e (12)
BT PR IRBL A IR
- (12)

BN XTHABMAE
- (26)
B2 BRBRZLR
B FLGE v vnnnennnnnns (37)
F_E FERB—ELER

B4 FrRRB— B
W e (46)
BN PR IRB
WHEZR S % B Fh 1
FHE FEFR e (54)

ﬁmﬁ% ............ (71)
=% HFERBEAER--- (81)
3

B3R Sl eee e o (82)

0]/ 11| EERETRREPRP R (90)
=N RIRB R LR
itk 215l SR (103)
e 45 PR Bt B BR A9 5

#
=
<



2 PIRRHREBLAHFSPEMBREMIIZIT

BEY - FERB NGB TR e e iy
HEME FEEBEMAER BRI e
BT FTRRBL SO BL . B IRBLAY LR

[l

|
[ oo ot o ]/ o o

i

7 75 TS 7E F R ) R RS ] +oveveeeeeeeesveemnenne
BRI RFRETE R v vvevereereremvemneneseesnnnns
B BT BB EL R e vvovroseoessamatbrnnsassuauns
N d A SR A A LR
B AR AR B B - oveeveerememneneenes
BB BRI R -+ vvevereenemmmrmmsensssnsnnnns
B BB T AL BB IR oo vveeveemmnmmoemsonerecssnes
BB R T BT BB T e eovemermemomnsmnmannnnnne
B A5 TR0 X 35 Bl [ 2 Y B < v e ve e e neene e
75 1 B X Y S [ B R I B B v e eve oo e
B BIR BB AR ALIZ T e veveeeee oo smmmrernennens
AL 3 JE T TSR R A e eeneommmmmeneeseensennns
AR FFBBERAL I Hvvvveverersermmranemeseenmnnnns
B RE BT R B ooe veveeerernermmmrmnsensmininnnns
H SRR B AL R - veveeeerermmmmmmrmremmnennnns
T 7B ARG TE Feeeeveovemeemeseensrnmmmnneenesennnnns

|

¥
H

LIy

"
Sk

|

(i1l

=]

L
ay
B EE BB MEEE S NBEEEME S

|

|l

[\
< of of of o B o o of o

H B



