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An Empirical Analysis of Welfare Effects of Business Tax

—Based on the Survey Data of Chinese Urban Residents

He Hui

Abstract: As the main body of local taxes, business tax makes important contributions to raising local fi-

nancial revenue. However, what effects does business tax have on welfare? Bases on the theoretical model,

using the survey data of urban residents, by measuring the Gini coefficient and welfare changes influenced

by business tax, welfare effects of business tax are empirically examined. The results show that from 1995

to 2011, business tax has negative and positive effects on income distribution and the income distribution

effects have the characteristics of the period; business tax has negative welfare effects, but negative

welfare effects is relatively smaller from 1995 to 2001, and negative welfare effects is relatively bigger

from 2002 to 2011, the size of negative welfare effects is increasing.

Key words: business tax; income distribution; welfare
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