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Several Proposals of the Elimination of the Imposition
of Economic Double Taxation on Dividend Income

Yang Moru', Li Ping®

(1.School of Business Administration , Huagiao University s Quanzhou 362021, China ;

2.Institute of Taxation Sciences, State Administration of Taxation, Beijing 100038, China)

Abstract: Enterprise Income Tax Law (2008) has basically eliminated the imposition
of double taxation on profits returned from mutual investment between enterprises in
China. Nowadays many countries have already witnessed the elimination or alleviation of
the imposition of double taxation on profits returned from enterprise investment by indi-
viduals, which has also been recognized as the integration reform of corporate and individ-
ual income taxes. Firstly, in this background, this paper reviews the forecasts and sugges-
tions about this tax system development trend by academia. Secondly, it quotes the overall
and single data from tax statistics and listed companies to calculate main optional propos-
als’tax-cutting effects, thus it draws the conclusion that the proposal of decreasing person-
al income tax rates in double tax rates method has the mildest tax reducing effect, while
the proposals including imputation credit proposal, personal income tax exemption propos-
al are at the middle level of tax reducing effect and the enterprise income tax exemption
proposal exerts the highest tax reducing effect. Thirdly, legal analysis taking tax distortion
caused by the different treatment of non-listed and listed companies and the game between
tax avoidance and anti-avoidance into account reflects more urgent reform necessity. Last-
ly, associated with the overall reform direction on gradually building a personal income tax
system with comprehensive and classified bases, it puts forward short-term, middle-term
and long-term reform proposals of the elimination of the imposition of double taxation on
dividend income respectively as personal income tax exemption proposal, enterprise income
tax exemption proposal and imputation credit proposal. The simulation of reform effect,
based on international experiences combined with real data in China, provides correspond-
ing reference for related tax system development.
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