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Abstract

In 2018, the Individual Income Tax Law was amended for the seventh time, adding 6
special additional deductions. In March 2022, the State Council added a special
deduction for the care of infants and young children under 3 years old. The continuous
reform of individual income tax policy adapts to the development of society and
responds to the concerns of society. This article takes the special additional deduction
policy for children’s education as an example, analyzes the economic development and
social progress in the five years since the implementation of the special additional
deduction policy, summarizes the gap between the current policy and the social
foundation, and expounds the problems existing in the special additional deduction
policy for children’s education. Explore directions for future improvements to the policy.
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1. Ask questions

Since the seventh revision of the Individual Income Tax Law in 2018, China has achieved
leapfrog development and achieved the first century-old goal. During this period, the reform of
the special additional deduction policy for individual income tax was relatively conservative,
and there was a certain gap with the social reality . In the additional deduction for children's
education, the scope of deduction is limited to basic education, but in fact parents pay more
attention to cultivating their children's comprehensive development ability. Therefore, this
article analyzes the existing problems of the special additional deduction policy for children’s
education, proposes improvements from the perspectives of urban-rural gap, geographical gap,
stage difference, and special groups, etc., and summarizes the optimal path for policy
implementation, which is more conducive to the use of personal income tax. Regulate income
and promote fairness.

2. Analyze the problem

2.1. Urban-rural gap

According to the China Statistical Yearbook, the per capita income ratio of urban and rural
residents nationwide will be 2.45 in 2022, a decrease of 8.92% compared with the ratio of urban
and rural residents in 2018. In the past five years, the per capita income ratio of urban and rural
residents has continued to decline (Figure 1), but the income gap between urban and rural
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areas still exists. If the same standard is used for urban and rural residents, the urban-rural
income gap will be ignored, which is unfair and not conducive to narrowing the income gap.
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Figure 1: National Urban-Rural Resident Income Ratio from 2000 to 2022

2.2. Regional differences

In recent years, my country's economic aggregate has continued to increase. Judging from the
GDP data of all provinces in the country from 2010 to 2022 (Figure 2), the GDP of all provinces
(except Hong Kong, Macao and Taiwan) has maintained a high level of growth, and the
economic development momentum is good.

However, the economic aggregates of different provinces vary greatly. Taking the proportion
of the GDP of each province in 2022 as an example (Figure 3), the economic aggregates of the
central and western provinces are far inferior to those of the eastern provinces. The
establishment of the exemption amount needs to fully consider the basic needs of taxpayers,
and the basic needs of taxpayers are inseparable from the city where the taxpayer is located
and the basic cost of living in the city. Therefore, the national uniform deduction is carried out
according to the same deduction standard, which is lacking in considering the fairness of the
actual tax burden.
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Figure 2: GDP data of each province from 2018 to 2022 (except Hong Kong, Macao and
Taiwan)
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Figure 3: GDP ratio of each provincial administrative region in the country in 2022 (except
Hong Kong, Macao and Taiwan)

2.3. Stagegap

According to the survey of 13,851 families in the China Education Finance Family Survey Report
(2019), children’s education expenditures are different at different stages of education, and the
investment in high school is the largest, which is nearly three times that of preschool and
primary education, but the special additional deduction standards for children’s education are
not Differences in educational stages were not taken into account. (Figure 4)

preschool education
13%

vocational education
21%

Primary education = preschool education
13% . )
= Primary education
= Junior education

General upper education

m vocational education
Junior education

17%
General upper

education
36%

Figure 4: The proportion of education expenditure at different stages in 2019

2.4. Special groups

According to data from the Knowledge Resources Center of the People's Republic of China, the
number of disabled people reached 13 million in 2017, accounting for 6.34% of China's
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population, of which 5.54 million were mentally handicapped, an annual increase of about 1
million. Although new progress has been made in the cause of persons with disabilities, there
is still a large gap between the overall education level of persons with disabilities and the
average level of society. Disabled children cannot enjoy normal education and study, but can
only receive special education, and their future employment income will not be as good as that
of normal youth. Many children with disabilities who are studying in ordinary schools need
their parents to make more efforts to take care of their children. The current special additional
deduction in my country does not consider special groups, and there is still room for
improvement in reflecting the country's humanistic care.

3. Solve problems

3.1. C(larification of deduction stage

The time range for the deduction of children's education expenses in my country does not
specify the applicable specific age range but specifies the applicable education stage. Therefore,
the deduction standard should also apply different deductions according to different education
stages.

This paper argues that the deduction stage at this stage should be roughly divided into
compulsory education and non-compulsory education stages. The tuition fees for children in
the compulsory stage are exempted, and the average education burden per student is relatively
light, which can be deducted according to the current standard. After entering the high school
stage, in addition to paying tuition fees every year, the supplementary course fees are also more
expensive; in the university and later stages, in addition to tuition and miscellaneous fees,
children’s education expenses also include examination registration fees, purchase of learning
equipment (such as: laptops), and off-site exams. Travel expenses, etc., these have greatly
increased education expenditures. Therefore, in order to reduce the burden on taxpayers, the
deduction standard for the compulsory education stage remains unchanged, and the deduction
standard for the additional deduction policy for children in the non-compulsory education
stage should be increased to 2,000 yuan.

3.2. Differentiation of deduction standards

The principle of tax fairness requires the state to levy taxes to make the burden of each taxpayer
appropriate to its economic situation, and to balance the burden among taxpayers. my country's
economic regions are divided into four major regions: eastern, central, western and
northeastern regions according to different levels of economic development. The economic
development levels of different regions are quite different, and the per capita income of
residents in the eastern region is far higher than that in other regions. It cannot reflect the
principle of tax fairness. The deduction standard should be adjusted according to the level of
economic development. The local government should formulate the deduction standard
according to the actual situation, and then report it to the higher-level unit for approval, and
formulate a deduction policy tailored to local conditions to enhance policy flexibility and reduce
personal income tax. burden.

3.3. Rural deduction policy tilt

Xi Jinping has emphasized many times: "Poverty alleviation must support intelligence."
Although the task of poverty alleviation has been successfully completed, there is still a large
gap in educational resources between urban and rural areas, and rural residents' investment in
education is far lower than that in urban areas. Under the "one size fits all" deduction standard,
farmers actually enjoy less tax benefits and are less motivated to pay taxes. In order to improve
rural residents' awareness of paying taxes and encourage children's education expenditures,
the deduction standards for rural residents should be increased in favor of policies, and
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independent deduction items should be established to promote reasonable tax payments for
rural residents and improve farmers' awareness of the importance of education.

3.4. Focus on supporting special groups

For most families, the arrival of disabled children will greatly increase the family's living burden.
Therefore, it is recommended to add relevant policies on disabled children to the special
additional deduction for children's education and infant care under the age of 3. If the family
accepts " For children with special education, the basic deduction amount for children's
education can be increased by 20% to 30%, or an additional deduction amount of about 300 to
500 yuan per month can be directly given to each child receiving "special education". Under this
policy, the pressure on parents of children with disabilities will be reduced a lot before they
complete academic education, which can well reflect our country's humanistic care for people
with disabilities.

4. Conclusion

Since the introduction of the special additional deduction policy for personal income tax in
2018, the tax reduction effect has been remarkable in the past five years, but the special
additional deduction policy, as a young policy, still has many shortcomings. With the continuous
development and progress of society, the policy still has a lot of room for development. my
country has a vast territory, and the actual situation varies greatly between regions. Therefore,
the forward-looking, continuity and stability of policies are particularly important. Based on
the analysis of social and economic development and changes in the past ten years, this paper
summarizes the four major gaps in the current special additional deduction policy for children's
education, and then proposes four optimization paths for the special additional deduction
policy of personal income tax.
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