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The Impacts of Consumption Tax Reform for Passenger Car in China:

Simulation Analysis by CGE model
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Abstract

This paper applied a dynamic CGE model to evaluate the impacts in GDP, tax revenue, gasoline

consumption of passenger car, scale of passenger car market, behavior change of consumer in car choice,

that generated by the Consumption Tax Reform Policy from April 2006 in China. From the results of

numerical simulation, we find that the reform of Consumption Tax rate only depended on the car

displacement is limited in cut down on gasoline consumption. For more effectively cutting down the fuel

consumption by passenger car, punitive or reward policy is necessary, that is to say, setting the high

Consumption Tax rate to the car of low fuel economy, and low tax rate to the car of high fuel economy

with the same displacement level.
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