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Abstract

The study focuses on the economical double taxation of dividends, and analysis
of the paper is based on two angles. domestic and international, we try to find ways to
eliminate the economical double taxation in China

Economical double taxation on dividends will bring these affections as follows:

in the aspects of resource alocation efficiency, it has resulted in a series of problems

such as distortions between company departments and non-company departments
between stock interest distributions and retained profits, and between bonds and
stocks about financing means. In eliminating economical double taxation on dividends,
differential treatment is existed between residents shareholders and non-residents
shareholders, residents shareholders enjoys tax incentives while non-resident
shareholders can not. It has result in unfair and international conflict.

The situation before new tax law is: In domestic, double taxation is obvious:
business income tax on company profits and private income tax on stock interests; In
international, although we have signed bilateral agreements in the terms of indirect
credit, but there is no rules on indirect credits. So economic double taxation is existed
in domestic and international, reform is imperative.

There are new measures to eliminate double taxation in “New enterprise income
tax law “: tax exemption for dividends at the shareholder level and indirect credit
method. But these measures are inadequacies, the paper analyze methods used in
eliminating doubl e taxation, and propose some advices as follows:

1. Improve the concept of dividends: Abolish taxing on stock dividends.

2. There should be some restrictions on the proportion and shareholding time of
shares for Non-resident enterprises; In the long run, modified classical system should
be introduced in China.

3. There should be some restrictions on the proportion and shareholding time of

shares, and credit levelsin the use of indirect credit.

Key word: economic double taxation; relief ways; indirect credit
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