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Abstract

The principle of promoting common prosperity requires that the personal income tax system
needs to strengthen fiscal revenue, deepen distribution adjustment, and optimize tax functions
such as supervision and management. China’s unbalanced regional economic development, signif-
icant wealth disparity among residents, and the complicated tax issues of high-income and
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high-net-worth groups pose realistic challenges in promoting common prosperity through the
current personal income tax system. The current personal income tax system has low flexibility in
setting up special additional deduction items, a high marginal tax rate for comprehensive income,
multiple levels of progressive tax rates for excess income, and a lack of consideration for regional
differences in the amount of exemption. The current single tax calculation method for one-time
bonus personal income tax for the whole year has certain limitations, and there are many areas
that need to be improved, such as insufficient effective tax supervision measures. To some extent,
it restricts the function of the personal income tax system in promoting the process of common
prosperity. Therefore, in line with the overall approach to common prosperity, it is suggested to
increase the flexibility of additional special deductions, expand the scope of comprehensive in-
come, reduce the levels of progressive tax rates, set different tax exemptions for different regions
or provinces, and optimize information technology in tax supervision and management.
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Figure 1. Personal income tax income from 2010 to 2020
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Figure 2. The proportion of personal income tax to total tax revenue and GDP
from 2010 to 2020
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Table 1. Comparison of major economic data in the eastern, central, and western regions in 2020
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Figure 3. China’s Gini coefficient from 2010 to 2020
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