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Preface

Confucious sighed by the river, the passage of time is like running water.

The report of the 19" Party Congress pointed out, China’s socialist construc-
tion with Chinese characteristics has entered a new era. With the rapid develop-
ment of modern science and technology, the pace of progress in the times in con-
stantly accelerating. As a scholar, only by having the vision and thinking beyond
the times can we give valuable opinions and suggestion. When we write this book ,
we are actually trying to catch up with the times.

Trump Tax Cuts and US PPP ( Public Private Partnership)

The United States on the other side of the globe is not lonely, in 2016,
Trump proposed an ambitious tax cut plan during the presidential campaign and
eventually became a bill at the end of 2017.

Whether it was inspired by China’s rapid development of infrastructure in re-
cent years, Trump further proposed a § 1.5 trillion infrastructure plan in Febru-
ary 2018. At this point, Trump’s “three-axle” -tax cuts, incremental payments
(increase defense spending, etc. ) and infrastructure have all appeared. Tax cuts
are to save money, and incremental support and infrastructure will undoubtedly
cost money. How do the relationship between the three look like “impossible tri-
angle” ? As is known to all, infrastructure such as the US highway is basically
free of charge, and construction and maintenance mainly rely on fuel tax. In-
creasing the fuel tax is undoubtedly contrary to Trump’s “big government” tax
cuts, and with the political risks involved, Trump must have avoided it. Hence,
Trump tried to use the federal government to invest § 2 billion to incite local gov-
ernments and private investment in the $1.5 trillion market. Trump’s wishful
thinking like “empty gloves and white wolves” , its feasibility still needs to wait

and see.
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In order to push funds into the market, the Trump administration plans to
give the investment infrastructure a tax credit of up to 82% ; at the same time,
the government issued a “US” federal bond income tax exemption to increase the
attractiveness of these bonds to investors. Undoubtedly, Trump’s infrastructure
plan will be an aircraft with tax wings. Whether it can be vacated and skyrocketed
is not yet known.

With the dystocia process of the Trump Tax Cuts Act, we are not surprised
by the next slobber between the two parties in the US Congress and the upper and
lower houses. However, the US infrastructure plan seems to be seeking a PPP
model such as government and private capital cooperation. It can be seen that as
the global village becomes smaller, China and the United States and the world
have the same goal. To a large extent, we are doing the same thing and experien-
cing the same hardships and setbacks. This may be the original intention of the
book’s eyes on the American issue and the thought of Chinese things.

The essence of Trump’s tax reform

Although the US tax reform seems to be tax-reducing, it has actually begun
to create barriers for tax avoidance by multinational corporations through provi-
sions such as tax-based erosion and anti-abuse taxation. If the taxpayer thinks that
the Trump tax reform is really or completely tax cut, then it is too naive. BEAT
may weaken, or even completely offset, any benefits that foreign multinationals
would have received from the US tax rate cut. The provisions of BEAT are as fol-
lows: if a company has a total revenue of more than US § 500 million in the Unit-
ed States and its US subsidiary pays a certain percentage of tax deductible to its
foreign affiliates, its US subsidiary must make a profit in the United States ( ex-
cluding Tax deductions for certain categories) pay taxes at a certain minimum
rate. This calculation does not include certain categories .of cross-border pay-
ments. The minimum tax rate is 5% in 2018, but will increase to 10% by 2019
and further to 12. 5% by 2026. The intention of BEAT is to prevent companies
from transferring profits realized in the United States to low-tax areas. The most
severely affected non-US companies in the technology, banking and pharmaceuti-
cal sectors, Companies in these areas often use interest generated by inter-subsid-
iary loans, or pay license fees for their software or drugs to sell in the US to offset

their taxable profiles in the United States.
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? Preface

Our opinion

This book adheres to the position and viewpoint of Marxism. From the per-
spective of political economy, one of the key points of the overwhelming Trump
tax reform is to protect the interests of the rich. The second key is to use the world
hegemony of the dollar, even if the tax cuts lead to the US fiscal deficit. And
debt climbs, but because of the importance of the dollar as a global payment cur-
rency, it can export inflation to the world, from the global inflation tax. In this
sense, the so-called US tax reform, its geographical scope of influence is far be-
yond the United States itself, which is also an important reason for this book to
pay attention to the US tax reform. With the deepening of globalization, digitiza-
tion, and financialization, we believe that this kind of thing will become more
and more invisible,

In the mainstream literature in the West, the so-called capture countries are
more mainly about corruption and oligopoly in developing countries. However,
this situation actually occurs more in developed countries. After these oligarchs
came to power, one was “too addicted” and, more importantly, to make gov-
ernment machines in these countries more profitable for the upper capitalists, In
this sense, this “capture of government” is also a manifestation of “too big to
fall” by western companies, and even a “counter-reversal” of large enterprises
to government departments. As for Europe, since the EU has only achieved mo-
netary policy integration, and fiscal integration has been slow, it is a “super-na-
tion” but financially “squatting duck” that promotes anti-tax avoidance against
multinational corporation. Maintain global fairness and justice.

Thus, the shortcoming of the capitalist finances of the western countries
were exposed. On the one hand, their publicity was weakened and gradually
turned to a “house slave” of the bourgeoisie. The * anti-globalization” of trade
protectionism in western countries is the macroscopic refraction of this right-wing
trend. On the other hand, in the face of international tax planning of multination-
al corporations, the ability to absorb fiscal resources is constantly weakening. The
taxation failure of high-income and high-net-worth individuals has to be compen-
sated in low-and middle-income groups, and the fairness of taxation has been
distorted.

This book is the crystallization of the collective wisdom of me and my
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students, or more accurately, more work is undertaken by them. They are Chen
Shanshan, Wang Xiuyuan, Jiang Zhe, Luo Qing, Zhan Yuxiao, Zeng Zixi,
and teacher Chen Yu, Wang Zhonghua, Wang Tong, also contributed to this
book. For my students, I always ask them a high request. I hope that my students
and I will have more practical and truth-seeking spirit through this book. Most of
these students “do not need to whip their own enthusiasm” , including Chen
Shanshan and Wang Xiuyuan, who work hard and diligently. Dr. Luo Qing has
worked in the government department for many years, it is difficult to study and
work hard, but he is very skilled. Chapter 5 is concerned with the “supporting
role” in the current round of the Trump tax reform, such as real estate tax and
border adjustment tax, which is still remarkable. Zeng Zixi finished his under-
graduate courses majoring in taxation in Central University of Finance and Eco-
nomics, he wrote Chapter 3, Personal Income Tax, which can read many pro-
fessional tastes. Jiang Zhe studied for a master’s degree in the UK for a year.
Master student Zhan Yuxiao is good at English, from Chapter 2 and Chapter 6,
we can read some “foreign literature” .

This book has received the support of “Zhongeai - Pengyuan Local Finance
Investment and Financing Research Institute”, and I would like to express my
gratitude.

This book refers to the research results of many colleagues, we do our best
to indicate the source, but it is inevitable to hang a leak. Welcome colleagues

from the university to conduct sincere academic exchanges and criticisms.

( barede@ 163. com)
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