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Economic Effects of Replacing Business Tax with Value-added Tax and Improvement of

Value-added Tax System: A Literature Review

XU Hui'?, YUE Shumin'
(1. School of Finance, Renmin University of China, Beijing 100872, China;
2. Information Center for Social Science, Renmin University of China, Beijing 100872, China)

Abstract: This paper comprehensively expounds the economic effects of “replacing business tax with value-added tax” ,

and discusses in particular the impacts of reform on corporate tax burden, fiscal and taxation system reform, income distribu-

tion

and its role in the context of supply-side structural reforms. It also analyzes the existing research findings, differences

and causes. Based on the literature review and the reform trend, this paper comes to the following conclusions: to further en-

hance value-added tax’s neutral role, it is necessary to reduce the tax rate and clear tax incentives; in light of some industries

2

discomfort towards the transitional policies or the absence of policies, it is necessary to gradually perfect the legislation and be

careful in the issuing of transitional policies in the future; in addition, taking the domestic and foreign tax change trends into

consideration, it is necessary to strengthen the collection and administration of taxes, and enhance the international competi-

tiveness.

Key words: Replacing Business Tax with Value-added Tax; Enterprise Tax Burden; Supply-side Structural Reform; Lo-

cal Tax System; International Tax Competition
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