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An Analysis on the Central-Local Shared Tax Policy
Based Consumption Taxation Reform under the Background

of Replacing Business Tax with Value-added Tax
Hao Xiaowei, Huang Denghui

(School of Public Finance and Taxation, Southwestern University of Finance and Economics, Chengdu 611130, China)

Abstract: The taxation reform of replacing business tax with value-added tax provides the opportunity for the scientific relocation of consumption tax.
The consumption tax in China is equipped with the function of macro control, as well as the effect of local public-goods supply, thus it possesses the
character of central-local shared tax. Presently, the proposal of defining consumption tax as a local tax has nothing different with the initial idea of
defining it as a central government tax. Both the ideas neglect the natures and functions of consumption tax, but mean to excessively cater external
factors. The transformation of consumption tax from a central tax policy to a central-local shared tax policy should be a reasonable regression to its val-
ue. The following three aspects should be realized in practice: 1. Taxation range should be adjusted according to the practice development; 2. Taxa-
tion technologies should be optimized in allusion to retailing process; 3. A rational proportion of the central-local allocation should be scientifically set.
Key words: replacing business tax value-added tax; consumption tax; central-local shared tax
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