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Estimation and Analysis of Effective Average Tax
Rates of Foreign Resident Enterprises
in China and India

LTI Wei, ZHU Wei-qun

(School of Public Economics and Administration . Shanghai University

of Finance and Economics, Shanghai 200433, China)

Abstract: The tax systems both in China and India play a significant role
in attracting foreign investment. The effective average tax rate has a great
impact on the investment decisions for potential investors. On the basis of
D/G model generally-accepted by international academic circles and related
data provided by Ernst & Young. from the perspectives of enterprise level
and shareholder level, the paper estimates the effective average tax rates
burdened by foreign resident enterprises with different financing methods
and capital investment in China and India, and then examines the sensitivity
of above results to the basic assumptions. Through the exact and compre-
hensive estimation of effective average tax rates of foreign resident enterpri-
ses in China and India, the results can directly reflect the average tax bur-
dens of foreign resident enterprises both in China and India, and it is benefi-
cial to understand the comparative competitiveness of Chinese tax system.

Key words: comparison between China and India; effective average tax
rate; D/G model; estimation and comparison of tax burdens
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