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Policy Suggestions on Transformation of VAT Based on
Northeast Area’s Experience

ZHOU Sixin, ZHANG Feng
(The School of Finance, Renmin University of China, Beijing 100872, China)

Abstract: With respect to the transformation of the type of value-added tax (VAT), the central government of China
should seek a tradeoff between reducing revenue and increasing investment. In the paper, firstly, the drawbacks of
productive VAT is proposed, and the necessity of VAT transformation is discussed. Based on relevant statistical data
from 2004 to 2007 in the northeast area, the effect of reducing revenue and increasing investment is analyzed. The
result of analysis shows the influence of reducing revenue and increasing investment on effect is proved to be found at
different degree. Fianlly, some suggestions on generalization all over the country are put forward.

Key Words: transformation of VAT; the effect of reducing revenue; the effect of increasing investment
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