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Abstract

At present, expanding domestic demand has become an important strategy to promote economic
growth. Based on the micro-survey data of China Household Tracking Survey (CFPS) from 2014 to
2020, this paper uses the differentially differential model (DID) to study the impact of individual
income tax reform on household consumption in 2018. It is found that the individual income tax
reform has a significant effect on stimulating residents’ consumption, and the results are still
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significant after adopting a series of robust testing methods. Further analysis shows that there are
differences in consumption impactin regions with different levels of economic development. There-
fore, it is suggested to further reduce the tax burden of residents, implement differentiated special
additional deductions, and should consider the level of economic development between regions to
implement differentiated individual income tax system, and give full play to the role of individual
income tax in adjusting income distribution.
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Table 1. Descriptive statistics of major variables
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Table 2. Results of basic regression
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Figure 1. Parallel trend test chart
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Table 3. The impact of individual income tax reform on household net income in 2018
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Table 4. Effects of individual income tax reform on household consumption at different income levels in 2018
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Table 5. The impact of the 2018 individual income tax reform on household consumption in different regions
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