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Research on the Economic Effect of Direct Tax

Abstract: Direct tax is generally defined as a tax type whose tax burden cannot be
transferred. Both taxpayers and taxpayers belong to the same economic entity.
Therefore, direct tax is an important tool for tax policy adjustment and narrowing
the gap between rich and poor. Based on a clear definition of direct tax, this paper
analyzes the evolution and structural characteristics of China's direct tax from the
perspective of China's direct tax system and the global perspective. Compared with
other major economies in the world, China's tax system structure faces many
problems. For example, China's direct tax system is not compatible with China's
economic and social development stage, the structural problems are obvious,
China's income tax system is not sound and the proportion is low, and the way of
property tax collection is unreasonable, which is not conducive to optimizing the
distribution of people's income and property. This paper uses the dynamic stochastic
general equilibrium model to fit China's macro economy, analyzes the impact of
direct tax (consumption tax) and indirect tax (capital income tax, labor income tax)
on the macro economy, and finds that the negative effect of direct tax collection on
the macro economy is lower than the negative effect of indirect tax collection on the
macro economy. Therefore, increasing the proportion of direct tax should be
continuously promoted as an important tax structure reform, Further optimize the
tax system structure, and when increasing direct tax, the negative effect of capital
income tax is less than that of labor income tax economy. Capital income tax is
suitable as the main source of increasing direct tax revenue, such as collecting
property tax. This paper also measured the changes in the welfare level of tax policy
changes. The results show that the increase of consumption tax and labor income
tax reduces the level of social welfare, and the increase of capital income tax can
improve the level of social welfare. The increase of capital income tax is better than
the increase of labor income tax. In order to improve China's direct tax system, the
government should also pay attention to improving the functional effect of direct
tax, handle the relationship between direct tax and indirect tax, improve and improve
key tax categories, especially improve China's income tax system, and promote
property tax, so as to create a social and economic environment conducive to the
direct tax system.

Key words: direct tax; indirect tax; tax system structure; tax system reform
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