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ABSTRACT

Economic Globalization is changing the international tax
environment and the international tax relationship. Particularly, international
mobile capital is making the national tax base more fragile than ever, thereby
promoting the motivation of the nation competing for maobile capital by lowering
tax rates and offering tax incentives. These practices are so called “International
Tax Competition”. Economic Globalization is making the national tax policies
mor e interdependent, which implies that many national policies come to have
spillover effects beyond countries borders. Hence, the externality caused by
international tax competition is really a concern in the international society. In
recent years, lots of research on international tax competition have been made by
foreign scholars, and these research achievements contribute to shape an
important theoretical branch of Public Economics. However, the research on
related theories in China is still at initial stage. The dissertation aims at: (1)
presenting and appraising the practices and theories of foreign international tax
competition; (1) analyzing the effects of international tax competition; (iLi)
analyzing international tax competition in the frame of the Optimal Taxation
Theory; (1v) exploring the possibility and feasible ways of international tax
harmonization; ( v ) puting forward suggestions on China s strategy of
international tax competition.

There aresix chaptersin thisdissertation asfollowing:

Chapter 1. “A Political Economics Consideration on Economic
Globalization and International Tax Competition.” Being the starting point, this
chapter introducesthe definition, features and contents of economic globalization.
Based on the analysis of economic globalization, the author then makes inquiry
into the international tax relationship and international tax competition in the
frame of Political Economics. This chapter draws some useful conclusions which
are the theoretical guidance of the dissertation: Tax policy is still an important
available instrument for national governments even in the process of economic
globalization. However, economic globalization comes to challenge the national
tax sovereign and also imposes constraints on the using national tax policy
independently. Hence, the conflict between sovereign and harmonization is the
theme of the international tax relationship. From this point of view, a dialectical
methodology should be employed in the study of international tax competition.



Chapter 2: “The Effect Analysis on International Tax Competition.”
In this chapter, some equity and efficiency considerations of international tax
competition is presented. Three effects of international tax competition are
analyzed: the location decision of FDI, the provision of public goods and the tax
burden distribution between factors. The key conclusions of this chapter are: (1)
tax is a determinant of FDI. To a certain extent, the tax incentives could be
considered as a remedy for the defects of domestic market, and the rational using
of tax competition could improve the welfare of domestic residents. However,
excessive tax mmpetition may weaken the effectiveness of the tax incentives,
hence incuring welfare loss; (1) in a non-cooperation tax competition
equilibrium, it turns out that tax rates are set too low to fiance an efficient level
of public expenditure, especially lowers the provison of the public goods
benefiting residents; (1il) competition for capital means the revenue from capital
income taxation declines. In order to maintain the necessary public expenditure,
the government would shift tax burden towards the more immabile labor, which
may arouse the inequity issueson redistribution.

Chapter 3: “The Strategy of International Tax Competition and
Optimal Capital Taxation.” In this chapter, the optimal capital taxation under
strategic international tax competition is analyzed in a combined frame of the
optimal taxation theory and international tax competition theory. The author
makes a compar ative study of three separate research strands of the optimal
capital taxation under international tax competition: in a perfect competitive
setting and with mobile capital; in a perfect competitive setting with capital
controls and in an imperfect competitive setting with mobile capital. The key
conclusions of this chapter are (1) an effictive international tax competition
strategy can improve welfare of a nation; (1) The policy-maker should take into
account the specific economic environment when designing an international tax
competition strategy; (i) international tax competition may hardly make all
paticipants be winners; (Iv) international tax competition may be in a nation’ s

favour within a limited scope. Excessive inter national tax competition may have
harmful effectson all nations.

Chapter 4:“From International Tax Competition to Tax harmonization.”
Firstly, the author introduces the definition, scope and contents of international
tax harmonization. By making a classification of dgrees of tax harmonization,
possibility and feasible ways of different dgrees of tax harmonization are
explored. The anlysis is focused on the tax harmonization between membersin



an economic integration .The key conclusions of this chapter are: (1) arealistic
principle of international tax harmonization is to allow the dicrepancies between
national tax system, but promote tax administration cooperation over a wide
scope to reduce the distortary effects of tax and the externality of international
tax competition; (ii) the proposed tax harmonization model of the economic
integration that removes discrepancies between national tax system or equalizes
national tax system is controversial. Although the tax harmonization would
improve welfare of the economic integration as a whole, the differences between
members means the different gains for individual memeber from the tax
harmonization. Provided a tax revenue ditribution system could not be set up
at the economic integration level, it is difficult for members to make consensus
on the tax harmonization; (il glabal tax harmanization is not realistic. However,
the tax system convergence caused by competitive forces would release the tax
conflicts between nations.

Chapter 5: “International Tax Competition and Harmonization:
Lessons from OECD and EU Experiences.” This chapter consists of two
sections. The first section introduces the OECD report on harmful tax
competition and the OECD practices on countering harmful tax competition.
The second section introduces the EU Code of Conduct, EU tax information
exchanges and EU tax integration.

Chapter 6: “The Adjustment of China Tax Policy under the
International Tax Competition Setting, and an Analysis on Local Jurisdiction
Tax Competition in China.” In this chapter, the effectiveness of the preferential
tax policies adopted in China is analyzed in the theoretical frame of tax
competition, and some measures for the adjustment of China tax policy under
the setting of international tax competition are proposed. In the end of this
chapter, the author explores the causes, features and effects of local jurisdiction
tax competition in China, and puts forward some measures to countering
har mful tax competition between local jurisdictions. The key conclusions of this
chapter are; (1) not only the ingtitutional defects of current China preferential
tax system weakens the effectiveness of tax competition, but also leads to a waste
of fiscal resources, (1) confronted with the intensive tax competition by the
countries and areas on border, China should set up effective strategy of
international tax competition and adjust the current preferential tax policies.
The adjusting measures include: eliminating the generalized preferential tax
treatment to foreign capitals, establishing tax incentives towards specific



industries and regions, enhancing the flexibility and compatibility of the tax
instruments mix; improving the international tax cooperation, etc.. (iii) the
defects of China transitional fiscal system incline to intensify the local
jurisdiction tax competition. To a certain extent, tax competition between some
local jurisdictionsin Chinais developing into har mful tax competition, imposing
negative effects on regional economic development. China should take measures
to counter the harmful tax competition between local jurisdictions.
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