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The Source of China’s Tax high Growth:
Explain under the Frame of Tax Capacity and Tax Effort

Abstract: Under the framework of tax capacity and tax effort, this article studies the source of
China’s tax high growth. We think there are three reasons of China’s tax revenue keeping high
growth rate for long time: First, the contract of intergovernmental tax decentralization embodied
in tax sharing system has intense tax incentive role; Second, the indirect tax system enlarges the
taxpayer’s ability; Third, China tax growth is impelled by “tax growth bonus”. In the future, the
role of first factor will lower and the second will partially vanish and the third still exist. So in
short time, the growth rate of China’s tax will decrease for the reason of economic cycle
especially investment cycle. In long time, because of the tax growth bonus still in existence, tax
will keep high growth rate with private sector investment upswing after the economic depression.

Keywords: Tax Growth; Tax Decentralization; Tax Capacity; Tax Effort
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