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Abstract

Since the full implementation of the newly revised Individual
Income Tax Law of the People's Republic of China in China since
January 1, 2019, there have been debates on whether the policy's new
special additional deduction policy has met policy expectations and
achieved policy outcomes in specific policy areas, which is also a hot
issue in current policy research. Focusing on the special additional
deduction for elderly support, the article addresses the single set of policy
preferential conditions and deductions, which does not take into account
the individualized differences of the supported elderly, and is not
conducive to the policy's full play in reducing the support burden of tax
dependents and protecting the living standards of the elderly. This paper
addresses the problems of the current policy, draws on the experience of
international countries that have commonality in certain aspects of
deduction for elderly support, and designs three optimal adjustment
schemes based on the health status, age and number of dependent elderly,
in order to explore the direction of optimizing the income redistribution
effect of the policy to further reduce the burden of taxpayers in
supporting the elderly, and to enhance the fairness of individual income

tax while effectively reducing the burden of taxpayers in supporting the
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elderly. personal income tax equity construction. Specifically, using the
2018 China Household Tracking Survey data (CFPS 2018), matching the
individual pool with the household pool, using literature research and
indicator measurement methods, and setting deduction rules based on the
Provisional Measures on Special Additional Deduction for Individual
Income Tax and relevant national income and expenditure data such as
per capita healthcare consumption expenditure of urban residents, the
income redistribution effects of the current policy and the optimized
adjustment plan are measured The results are compared and analyzed, and
conclusions are drawn, and insights on the direction and path of
optimizing the income redistribution effect of the policy are summarized.
Reserch findings: (1) The MT indices of the three optimal
adjustment schemes based on the health status, age and number of
dependent elderly people are all greater than those of the current policy
on special additional deduction for dependent elderly people, indicating
that all three optimal adjustment schemes are conducive to enhancing the
income redistribution effect of the current policy, and the adjustment
scheme based on the number of dependent elderly people has the most
obvious effect. (2) Comparing the Thayer indices of after-tax income of
different schemes, it shows that all three adjustment schemes are
conducive to enhancing the income redistribution effect of the current

policy of special additional deduction for the elderly, and the optimization
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effect of the adjustment scheme based on the age of the dependent elderly
is more obvious than that based on the health status of the dependent
elderly, and the optimization effect of the adjustment scheme based on the
number of elderly is the most obvious. (3) The results of the reduced
sample test show that both the deduction based on the health status and
age of the elderly dependents are conducive to the income redistribution
effect of the current policy. However, the optimal adjustment scheme
based on the difference in the number of elderly dependents increases the
degree of vertical inequality within different regions and does not help to
strengthen the income redistribution effect of the current policy.
According to the findings of the study, there is much room for
optimizing the personal income tax deduction policy for elderly
dependents. In optimizing the policy, individual factors such as the health
condition, age and number of elderly dependents should be taken into
account, and the principle of gradual improvement should be followed to
gradually optimize the policy, enhance the income redistribution effect of
taxation, reduce the crowding out effect of elderly dependents on other
key family expenditures, and maintain the income redistribution effect of
the family. While reducing the income distribution gap, the core of the
problem should not only focus on reducing the income distribution gap
between regions, but also consider the gap between rich and poor regions,

and the problem of pressure on the elderly in the poorer groups in the rich
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regions needs to be taken seriously.

Keywords: Personal income tax;Income redistribution effect;Deductions

for elderly support expenses
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