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Abstract

The problem of financial risks in China is paid more attention after the financial
crisis in Southeast Asia. The ratio of financial revenue in GDP in this period decreased
continuously from 1978’ 31.2% to 1996’s 9.71%, it’s only 10.43% in 1997 even
though the ratio has gone up. In this situation, the issue of financial crisis has become
one of the focuses of the study. With in—depth study of the problem of the financial
risk, the financial risk was gradually subdivided into tax risk, national debt risk,
budget deficit risk, fiscal financing risk, social security risk, fiscal policy risk, and so
on. However, many researchers took exception to the conception of tax risk when it
was put forward firstly. They thought that the taxation which has features of
compulsiveness, gratuitousness and fixity is a form of government revenue based on the
state power, so researchers considered that there is no link between “risk” and
“taxation” and denied the existence of “tax risk”.

In fact, the tax risk exists objectively, even though it has not yet been recognized

completely. In a sense, the harmfulness of tax risk is not inferior to that of financial
risk. The tax risk would lead to the overall economic and political crisis, even
endanger the state power when it accumulates to some degree.
This thesis emphatically studied the problem of tax risk by analyzing its formation
mechanism in China, establishing its evaluation system and warning mechanism,
commenting its current situation in China and putting forward policy suggestions to
avoid and control the tax risk.

Firstly, this thesis defined the tax risk and distinguished “tax risk” from “tax
payment risk”. Tax risk is a possibility that government revenue cannot meet
requirements in implementing its function, which result from uncertainty of economic
and tax environment, defects of taxation system, deterioration of total or partial taxation
indexes, decline of taxation credit level and decrease of capacity for collecting
government funds and taxation usage efficiency. Tax payment risk is one of a risk that

taxpayer’s tax liability or tax —paying cost maybe increase because of tax policy’



adjustment or tax payer’s management behavior misconduct. Tax risk is one of public
risks from the government position, but tax payment risk is one of private risks from
the individual and enterprise position. Tax risk has characteristics of subordination,
accumulation, latency, concealment and so on.

Continuously, this thesis analyzed the tax risk’ formation mechanism. In this
thesis, the formation of tax risk comes from the common action of many factors, in
which there are both inner factors and outer ones of taxation system, as well as both
inner factors and outer ones of economic system. The tax risk’s first inducement is tax
losing. Tax losing is the direct cause and main contents of tax risk which could
weaken the capacity for collecting taxation revenue. The others causes of tax risk can
be showed more or less by tax losing. Tax levy and tax payment are two respects of a
contradiction. On the one hand, Taxpayer’s tax evasion leads to tax losing that would
evoke tax risk. On the other hand, the misfeasance of tax collection and management
institutions and its officials also cause huge tax losing. It’s unfair and incomplete if
the influencing factors of tax losing attributed to taxpayer. The tax risk’s second
inducement is low efficiency in the use of tax revenue. When the ability of tax derives
is fixed, the use of tax revenue can influent the behavior of the national economy
directly or indirectly, effect the tax base in the future. Furthermore, it will have an
impact on government revenue’s realization and derive. So, low efficiency in the use of
tax revenue would increase the tax risk’s degree. In addition, system is also an
important factor of tax losing which cause tax risk.

Based on the analysis of tax risk’s formation mechanism, this thesis attempts to
establish a set of risk evaluation system. This paper presented that tax system
operation have three regions, that is, tax security (so—called green light district), tax
risk (so—called yellow light district) and tax crisis (so—called red light district). The
three regions’ relationship is quantitative change causing qualitative changes and
succession order. Appraising the tax system operation status should recur to a set of
risk evaluation system. According to the principles of science, comprehensiveness,
sensitivity, representativeness, data procurability, non —repeatability, adaptability, as
well as quality characteristics of developing countries’ tax system put forward by Vito
Tanzi and China’s special cultural, system background, citizen “ s legal consciousness,
moral level, and so on, this thesis selects the following indexes as risk evaluation index
system framework, that is, tax losing scale index, macro tax burden index,
concentration index, dispersion index, tax base erosion index, collection lags index,
specificity index, objective index, enforcement index, cost —of —collection index,

compliance cost index, efficiency of public department index, efficiency of using



revenue index, and so on.

According to tax risk evaluation system, based on China’s tax system operation
status in recent years, this thesis evaluated tax risk state, and pointed out the revenue
of draw and use exist risks to some degree. It mainly manifested in tax losing heavily,
big caliber macro—tax burden level being too high that it exceed the economic capacity
and it maybe result in tax base reduce, concentration index and specificity index
reaching the standard basically, but tax system had higher dispersion, tax base being
eroded seriously, collection lags having universality, tax base having non—objectivity,
tax collection cost and taxpayer compliance cost having high cost, public sector
operation efficiency being relatively low, efficiency of using revenue being not high,
and so on.

Finally, this thesis put forward the following countermeasures and suggestions to
prevent and control the tax risks. Starting with tax system and according to the taxation
system of optimization theory, China should quicken the reformation of tax institution,
improve the tax system, optimize the tax levy system, simplify government
organizations, optimize the fiscal expenditure structure, and improve efficiency of using
revenue. Beginning with tax environment, China should create an economic
environment which accords with social justice and efficiency for national people by
market economy system reform, carry out the construction of state legal system, purify
the economic and social environment, and so on.

[Key words ]Tax Risk Tax losing  Tax System Operation  Risk Assessment

Risk Prevention and Control
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