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Preface

Regional economic integration has been swept the entire world in the past three
decades. 90 per cent of the countries over the world have been engaged in different
regional economic organizations, and many countries are engaged in more than one
organization. China has actively taken part in regional economic cooperation and
regional tax harmonization in recent years. It is constructing 15 free trade regions
under the FTAs with 28 countries and regions, and participated in international tax
harmonization in these regions.

Taxation difference and tax system conflicts are the main reasons that stifle
regional economic integration. Strenthening the international tax harmonization and
eliminating tax barriers are becoming the inevitable choice of regional economic
integration. The practice of regional economic cooperation indicates that the regional
economic integration goes with international tax harmonization. From the Free Trade
Agreements to the Customs Unions, to the Common Markets and to the Economic and
Monetary Unions, the regional economic cooperations are never without international
tax harmonization. The tax benefits are the key content of regional economic
cooperation. International tax harmonization directly promoted the process of regional
economic integration through tariff harmonization, indirect taxes harmonization, direct
taxes harmonization and taxation cooperation in seeking solutions to overlap taxation,
hamful tax competition, and tax avoidance.

The earliest and most successful regional economic integration, EU can be
attributed to its dedication to systematic international tax harmonization from the very
beginning. However, intensive studies in the international tax harmonization lag

behind the other issues of regional economic integration, comprehensive and
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systematic research in international tax harmonization is particularly rare. Domestic
research'in this field started late, and achieved much less, and research in China’s
participation in regional tax integration is especially less. The purpose of the
dissertation’s research is to make a necessary, beneficial and useful complement to
the theories of regional economics and international taxation, as well as a contribution
to China’s participation in international tax harmonization and regional economic inte-
gration.

The dissertation suggests a theoretical analyzing frame for international tax har-
monization based on a critical review on the literature and a summery of related
practice of international tax harmonization; analyzes the effects of international tax
harmonization on the regional economic integration; proposes indicators and method
for assessing the performance and degree of international tax harmonization under the
regional economic integration; gives policy enlightenment to China’s participation in
the regional tax harmonization based on the practice of China—ASEAN Free Trade A-
greement. The main contents of the dissertation include ;

1. Arationale and a critical review of the literature based on a definition of the
term “international tax harmonization” . The dissertation definites the contents and
key points of international tax harmonization, and critically reviews the three theories
link to international tax harmonization, Customs Union Theory, International
Economic Dependency Theory, and the effects, system and models of international
tax harmonization in the domestic and foreign literature, which lays a theratic
foundation for the disertation.

2. An introduction to the practice of international tax harmonization in three
regions, EU, North American Free Trade Agreement, and China—ASEAN Free Trade
Agreement, as well as the features, trends and challenges of regional tax harmonization,
which leads to the breakthrough for the dissertation.

3. A construction of theoretical analyzing frame for the international tax harmonization
in regional economic integration. The dissertation classifies regional tax harmonization
by the degree of harmonization, analyzies the features, contents, ways and systems of

international tax harmonization at different degrees, and discusses the factors that affect

.2
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the international tax harmonization in the context of regional economic integration.

4. An analysis on the effects of international tax harmonization on regional
economic integration, a model comparing of the effects of international tax
harmonization and international tax competition, and a performance assessment frame
for international tax harmonization. The result of the model is, the welfare improvement
caused by international tax harmonization is much more than international tax
competition. It is concluded that the effects of international tax harmonization are
various and complex, so the the key point is to find out the banlance between tax har-
monization and competition, where most welfare effects can be achieved.

5. An empirical analysis on China’s participation in regional tax harmonization, a
perspective of and some suggestions on China’s further practice in regional tax harmo-
nization. The dissertation analyzes the feasibility of international tax harmonization in
China—ASEAN Free Trade Agreement, and the advantages, disadvantages, opportunities
and challenges of China’s participation in regional tax harmonization. And at last a
regional tax harmonization strategy for China is raised, which covers the goals,
layout, principles, procedures, mechanism, and improvement of the countries’ tax

system.

Zheng Wei
April 2013
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