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A Comprehensive Analysis of the Policy on Replacing Business

Tax with VAT Its Progress. Impact and Prospect
Zhang Qiang

Abstract: Replacing business tax with VAT has been a highlighted policy of China’s taxa-
tion system reform in recent years. It has drawn great attention from the public. The article
first systematically examines the progress of the policy reform, then gives a data analysis
based on the review. The analysis focuses on the impact on the fiscal and taxation system
of the comprehensive implementation of the policy reform. Furthermore, from the angle of
taxation function, the article includes a theoretical analysis of the positive impact that the
policy has brought forth with respect to adjustment of resource allocation, income distri-
bution and total economic output. Finally, the article discusses the prospect of deepening
the implementation of replacing business tax with VAT and other related fiscal and taxa-
tion reform.

Keywords: replacing business tax with VAT; taxation function; resource allocation; eco-

nomic stability
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