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A Study on the Impacts of Consumption Taxation on Income Distribution of the Urban
and Rural Residents

Chen Jiandong and Wu Ailin

Abstract: Based on the income and expenditure per capita of urban and rural residents from 31 provinces in 2000~2017, this
paper calculates the consumption tax burden of urban and rural residents and their income gap before and after the levy of
consumption tax to study the impact of consumption tax burden on the income gap with an econometric model. The paper
argues that the consumption tax positively regulates the urban-rural income gap during 2000~2011, and negatively regulates
the income gap during 2012~2017. The main reason for this negative regulation of income gap is that the increased consumption

tax burden gap widens the income gap significantly. On this basis, the paper gives some policy suggestions accordingly.

Key words: Consumption tax; Income distribution of urban and rural residents; Gini coefficient
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