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The Impact of China’s 2018 Personal

Income Tax Reform on Income Redistribution

ZHANG Xuan, YUE Ximing ( Renmin University of China, 100872)
Abstract: The personal income tax is an important redistribution tool, and its redistribution effect concerns all
walks of life. Using CHIP 2018, this paper calculates and analyzes the income redistribution effect of the
personal income tax reform launched in 2018. The findings are as below. First, the comprehensive tax can
raise the average tax rate, progressivity and redistribution effect of personal income tax. Second, a higher
threshold for basic deduction, six special additional deductions, and the change in the tax rate structure raise
the progressivity of personal income tax, but reduce its average tax rate, thus weakening its income
redistribution effect. Third, the comprehensive income tax will enhance the impact of basic deduction of
expenses, six special additional deductions and the change in the tax rate structure on the redistribution effect
of individual income tax income. Under the joint influence of these measures, the progressivity of individual
income tax has risen as a whole, but its average tax rate and redistribution index have declined sharply by more
than 50% . Using the household survey data of the year when the reform was launched, this paper
comprehensively investigates the income redistribution effect of the personal income tax reform, and adds to
existing research on this topic.
Keywords: Personal Income Tax, Comprehensive Tax System, Special Additional Deductions, Tax Rate

Structure, Income Redistribution Effect
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