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Abstract 
In view of the objective reality that the market prices stay high in recent years, 
inflation which continues to rise is not effectively inhibited, combined with 
the previous economic circles who attributed the reasons to inflation for 
commodity supply and demand, the issuance of money and neglect the role of 
tax factors led to national governance inflation decision-making that is limited 
by the phenomenon. By means of comparative analysis, Granger causality 
analysis and Augmented Dickey-Fuller test, we dissect the external distur-
bance and endogenous factors of influencing inflation, select the 2001-2016 
tax index and CPI index and make an empirical research of the interference 
from government taxation to price and inflation trends and strength. It is ap-
proved there is single causal relationship between tax and price rising, and 
sums up that government taxation can promote inflation, but inflation can’t 
lead to tax rising. Of course, this conclusion can also provide theoretical sup-
port for national governance of inflation. 
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1. Introduction 

Over the years, the international and domestic academic theorists have argued 
that taxation is the cost factor that leads to rising prices, but have ignored the 
objective facts that the price tax has no affect on the cost but can lead to rising 
prices and then cause inflation [1]. People did not reveal tax as a direct element 
of price or some ideological concerns that affected the decision-making ideas of 
the country to curb prices and govern inflation through the taxation. Because of 
this, it has damaged the government’s economic prestige. In academic theory, it 
is generally believed that inflation depends on the commodity market in short 
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supply, the government overdraft to the bank including additional currency and 
excessive import surplus and other factors. Some people even think that inflation 
has a tax function. Especially in recent years, China’s tax revenue was often ra-
pidly increasing several times to GDP. Some scholars believe that the rising 
prices are the important reason to promoting tax revenue growth [2]. But the 
practice shows that if the tax policy is stable, then the tax revenue growth is only 
the result of inflation during the rising prices. Only in the areas where economic 
development and quality are improved, can taxation produce real growth which 
is healthy. When the inflation is caused by the supply and demand changes and 
the government’s issuance of money emerges, the tax also can become an impor-
tant means to regulate the price of goods and services and control inflation. 

2. Research Background 

For a long time, both domestic and international academic circles think that the 
supply of goods is in short supply, and the excessive issuance of currencies and 
trade surpluses by the state are the key elements of rising prices and inflation [1]. 
Some scholars think that inflation has the function of promoting tax revenue 
growth. Especially in recent years, tax revenue in China often grows several 
times faster than GDP. The important reason is that price inflation and inflation 
(hereinafter referred to as “inflation”) result in [2]. However, under the cir-
cumstance that the market supply and demand are in balance or oversupply, the 
state does not issue any additional currency and the import and export trade 
surpluses are not great, the market price still rises or even prolonged inflation 
persists. At this point, the traditional theoretical point of view cannot explain 
this special economic phenomenon, the government to stabilize prices and con-
trol inflation is also embarrassed dilemma. In fact, in the past, experts and scho-
lars have ignored the core issue of inflation is the “price”, and the internal fac-
tors that determine the price in addition to cost, cost and profit accounting ele-
ments, there is a business and the market cannot be predicted and control the 
“tax” Elements. In the premise of the relevant accounting elements unchanged, 
the tax increase is the result of price increases. Therefore, inflation will not 
create a real increase in tax revenue, but can only say that the tax revenue con-
tains the “water” of currency devaluation. However, if tax reform is to be carried 
out in a period of steady economic development, such as the introduction of new 
taxes, the increase of tax rates or the expansion of tax collection, the risks of 
price increases and inflation will be buried while ensuring a substantial increase 
in tax revenues. The state can only increase and reform supply-side reform 
through structural tax cuts in order to curb and eliminate inflation. Based on 
this particular understanding and understanding, the author chose this proposi-
tion to conduct his research. 

3. The Interferential Factors of Price and Inflation 

The change of supply and demand is an important external factor of price fluc-
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tuation again and again. It forms inflation when the price increases so blindly 
that the commodity value is seriously deviate from the price. However, if the in-
flation happens under the stable circumstances of the goods and services or 
some other factors, it is because the factors power except supply and demand 
stimulate stimulus seriously to the changes in commodity prices. 

3.1. The External Interference Factors of Inflation 

Economists generally believe that the market price deviates from the commodity 
value and government additional currency is the most important external factors 
leading to inflation [3]. It is the consumption policies which the governments 
carry out to promoting economic growth, excessive issuance of money, restric-
tions on supply and imports that lead to the shortage of commodity are bound 
to stimulate inflation beside the price of commodity and service. Of course, a 
specific period of time for people to focus on the purchase and reserve of goods 
and services so that promoting the expansion of consumption, causing monetary 
tightening, and also boosting inflation. In addition, there are “tend to consump-
tion” which caused by advertising guidance and business speculation promotes 
the increasing demand of individual commodity and services, finally lead to 
price rising. For example, around 2010 someone said that “the green beans cure 
all kinds of diseases” which set off a boom of green beans, in two consecutive 
years the national green beans market was tension, the price of green beans 
reached the peak of the history that had a serious impact on the normal living 
needs of residents. In addition, the behavior of abnormal consumer and bad 
businessmen who drove up the price also can cause inflation. 

3.2. The Internal Factors of Inflation 

The economists generally recognized that the price of the factor determines the 
theoretical thought. It means that the price of goods and services at the industri-
al level is determined by different factors such as labor, land, capital and other 
related production processes, these factors determine the price of social products 
and their changes. When the production factors further achieve its price through 
the transaction behavior of commodity or service, it has the formation of the 
distribution activities of wages, rent and profit and other income elements, and 
the price factors under the income distribution [4]. 

Obviously, the traditional price theory only takes into account of the cost and 
profit factors, ignoring the impact of national tax distribution. The marketing 
theory believes that whatever goods and services must achieve to the industry 
advance value of assets repurchase and the expected income recovery through 
the market sales behavior. The price factors of repurchase and recovery includ-
ing production costs, circulation costs, tax, profit and so on, it can express by the 
formula: 

Goods and services prices = cost + expense + tax + profit 
The cost, expense, tax and profit in the formula are directly related to the 
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price, and it is bound to cause the price of goods and services fluctuation whi-
chever changes in the elements. In the market economy conditions, enterprises 
are independent subjects facing the fierce competition in the same field, they 
make all efforts to control prices to stabilizing the market purchasing, strive to 
reducing costs and the ways of expense and ensure adequate profit space. In the 
state of short supply, the market will drive the business managers to enhance the 
profit-induced, so as to promote commodity prices rising. Profit can become an 
important factor to inflation during supply and demand tension period; but in 
the supply and demand balance, enterprises have no reason to get more profits 
through increasing price to deliberately undermine consumer trust or damage to 
loyal customers. This shows that the cost, expense and profit originate from the 
main body of the production and operation are not the dominant factors of ris-
ing prices and inflation. Then, to explain the internal reasons to the emergence 
of rising prices led to inflation continue rising in the fact that the central gov-
ernment has not raised the money for many years, the balance of supply and 
demand of commodity services has even experienced a serious oversupply of the 
market environment, the target can only be located in the tax indicators. 

Since the tax is the component indicators of price, it cannot deny the impact 
of tax changes on prices, and also admit tax rising will promote price rising and 
inflation. With the continuous development of market economy and accounting 
standards line with international standards, a variety of price elements are active 
in the accounting statements, and generally concerned a lot by the community. 
One of the most important is a variety of transfer tax including the value-added 
tax-based, supplemented by consumption tax. The taxes paid by the merchants 
are all “pass” to the residents by price. These further show that the state will di-
rectly lead to fluctuations in the price of goods and services when carry out some 
transfer of tax policy adjustments each time. In China, the turnover tax accounts 
for about 60% of the total tax revenue, indicating that the tax revenue mainly 
from the economic operation of the link, it also has very strong power to the 
price adjustment. 

4. Data Source and Analysis Framework 

Although the purpose of the government to increase taxes is not to create infla-
tion, it will be further intensified inflation objectively, even to adding new taxes 
for the production and circulation areas in sudden or increasing tax rate drasti-
cally, it is bound to directly lead to inflation. Whether this view is established 
can be further verified by empirical analysis. 

4.1. Data Source 

The research data mainly come from the “China Statistical Yearbook” (including 
the combined edition) issued by the National Bureau of Statistics of China from 
2001 to 2017 and the “National Data” released by the website of the National 
Bureau of Statistics. The index data of the tax revenue of the relevant countries 
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are mainly from the Ministry of Finance, “General Administration of Taxation” 
and “Tax Bulletin” issued by the State Administration of Taxation. 

4.2. Analysis Framework 

The core problem of this study is to prove that there is a causal relationship be-
tween taxation (x) and inflation (y), which depends on the variance of the best 
least squares forecasting that contains all the indicators of information in the 
past several years. To this end, it is appropriate to take the Clive WJ Granger 
causality test. The principle is under the time series, if the information of the va-
riables X and Y is complete, the prediction result of Y to X is better than that 
based on the historical index of Y. That is, the variable X is more effective in ex-
plaining the future variation of the variable Y. It is assumed that the variable X is 
the Granger cause that causes the variable Y. The main application of the me-
thod is as follows: 

4.2.1. Smoothness Regression Test 
The regression test is to test the smoothness of time series. By detecting the unit 
root, it is necessary to prevent false regression or “pseudo-regression” in the 
prediction process and use the ADF test method to carry out the unit root (Unit 
Root Test) [5]. First, we establish a “constrained regression” of 1 2, , ,t t t qy y y− − −  
for all lagged terms of “y” to y without “x”, and obtain the residual squares and 
RSSR; then establish a “unconstrained regression” of 1 2, , ,t t t sx x x− − −  for all 
lagged items from “x” to “y”, and reach the unconstrained residual squares and 
“RSSUR” according to this regression. Assuming that the predictions for each va-
riable of “y” and “x” are all included in the time series, the following regression 
is required: 

1
1 1

q q

t i t i j t j t
i j

y x y uα β− −
= =

= + +∑ ∑                  (1) 

2
1 1

s s

t i t i j t j t
i j

x x y uλ δ− −
= =

= + +∑ ∑                  (2) 

Assuming that the white noise u1t and u2t are uncorrelated, y in the (1) current 
state is related to “y” itself and the past value of “x”. Then we obtain the null 
hypothesis like this, H0: 1 2 0qα α α= = = = , it follows the F distribution that 
the degrees of freedom are “q” and “(n − k)”. The null hypothesis of (2) is H0: 

1 1 0sδ δ δ= = = =  [5]. 

4.2.2. Granger Causality Test 
Sequence smoothness is an important prerequisite for the application of Granger 
test. If the data is non-stationary sequence, there will be pseudo-regression, 
which affects the judgement of the causal relationship among variables. It is ne-
cessary to use each sequence of single order to further carry out cointegration 
test to deter mine the time series of data generation process. We set “n” is the 
sample size, “q” is equal to the number of hysteresis items “x”, it means there are 
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some parameters to be estimated in the constrained regression equation, and “k” 
is the number of parameters to be estimated in the unconstrained regression. 

Use F to test null hypothesis: ( )
( )

R UR

UR

RSS RSS q
F

RSS n k
−

=
−

 

If the F value calculated at the selected significance level α exceeds the critical 
Fα value (0.05), the null hypothesis is rejected so that the lagged item “x” belongs 
to this regression, indicating that “x” is the reason for “y”; if use “y” for an ex-
change of “x”, you can test the reason why y is x. 

4.3. Granger Causality Analysis 

According to x-y model analysis and co-integration test, x and y may produce 
three causal relations. 

4.3.1. No Causal Relationship 
If the hysteretic coefficient estimate of “x” and “y” in Formula (1) (2) are zero 
holistic and significant in statistics, it means that “x” and “y” are independent 
each other, and there is no causal relationship between “x” and “y”. 

4.3.2. Single Causal Relationship 
If the hysteretic coefficient estimate of “x” in Formula (1) isn’t zero holistic and 
significant in statistics, the coefficient estimate of “y” in Formula (2) is zero ho-
listic and significant in statistics, “x” is the reason for the change of “y”, this ex-
plains there is single causal relationship from “x” to “y” ; If the coefficient esti-
mate of “y” in Formula (2) isn’t zero holistic and significant in statistics, the 
coefficient estimate of “x” in Formula (1) is zero holistic and significant in statis-
tics, “y” is the reason for the change of “x”, so there is single causal relationship 
from “y” to “x”. 

4.3.3. Mutual Causal Relationship 
If the coefficient estimate of “x” and “y” in Formula (1) (2) aren’t zero holistic 
and significant in statistics, it means there is mutual causal relationship between 
“x” and “y”, not only there is single causal relationship from “x” to “y”, but also 
single causal relationship from “y” to “x”. 

5. The Empirical Analysis of Causal Relationship between 
Tax and Inflation 

While academics recognize the relationship among taxation, rising prices and 
inflation, most scholars believe that taxing can boost prices by increasing manu-
facturing costs and potentially boosting inflation. For example, since May 10, 
2015 the ad valorem duty rate changed from 5% to 11% in the cigarette whole-
sale link, and added fixed consumption tax each of 0.005 RMB. Then the State 
Tobacco Monopoly Bureau increased all cigarettes on the wholesale price of 6% 
and the retail price of not less than 10%, just the same as the newly adjusted tax 
rate. So, people think it was the new cigarette consumption tax that increased in 
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the cost of cigarettes and promoted its price rising [5] [6]. But this view cannot 
explain the value-added tax as a “price tax” does not affect the cost and profits of 
goods and services, but why it will also affect the commodity prices and even 
lead to inflation. This shows that all indirect taxes and price were in the same 
direction, regardless of whether to act on the costs, they are all belong to the en-
dogenous factors of price, inflation and important variables. 

5.1. Indicator Establishment and Data Selection 

It is need for research, this paper establishes a direct link with the national tax 
and price levels four indicators of tax rising margin, industrial price index (PPI), 
household consumption index (CPI) and inflation rate. As the household con-
sumption index is commonly used in China to reflect the inflation rate, so the 
inflation rate and the consumer price index are equal, we can use the consumer 
price index on behalf of the inflation rate. For the convenience to application of 
statistical analysis, the tax rising margin can be set to “x”, the inflation rate is 
“y”; the indicators were selected the data during 2001-2017, as shown in Table 1. 
From the data in Table 1, in 2001, the inflation rate isn’t easy to be aware of 
0.7%, and in 2002 down to −0.8%, the CPI index was basically flat around the 
two-year. In 2003, it began to rise and break through price cuts, and in 2004 it 
drastically increased to 3.9%, people clearly felt the inflationary pressures and 
worries. And then began to slow down, small fluctuations continuously. But in 
2007, tax rising margin unprecedented increased to 31.4%, and in 2008 contin-
ued increasing 18.8%, at the same period the domestic CPI index growth in-
creased 4.5% and 5.9%, the average exceeded the vicious inflation point. So, 
whether the price rising promoted the tax rising, or tax rising promoted the 
price rising? 

5.2. THE Time Series Stationary Test That Tax Interfere Inflation 

Assuming that all data information about tax growth rate (x) and inflation rate 
(y) are included in the time series, in order to obtain the causal relationship be-
tween price rising and tax rising, “Eviews” is used to test the Granger causality to 
determine whether there is a causal relationship and the direction of the impact 
from “x” to “y”, the test idea is that if the change of “x” causes the change of “y”, 
then the change of “x” should happen before “y”; We set confidence or signific-
ance level is 0.05, test value in excess of 0.05 indicates acceptance hypothesis, 
causality relationship holds; If the test value is lower than this value, it is as-
sumed that the single causal relationship is not established. 
 
Table 1. Tax revenue growth rate and inflation rate from 2001 to 2017. 

Year 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

X(%) 19.7 12.1 20.3 25.7 20 21.9 31.4 18.8 9.8 22.3 22.6 15.7 8.2 8.8 6.6 4.8 5.2 

Y(%) 0.7 −0.8 1.2 3.9 1.8 1.5 4.8 5.9 −0.7 3.3 5.4 2.6 3.2 1.5 1.4 2 2.2 

PPI(%) −1.3 −2.2 2.3 6.1 4.9 3.0 3.1 6.9 5.4 5.5 6.0 −1.7 −1.9 −2.8 −5.2 1.3  
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According to the relevant index data of test model and Table 1, a highly ac-
curate and efficient test method called Augmented Dickey-Fuller (ADF) was 
used to test the unit root of X and Y time series smoothness. The results are 
shown in Table 2. 

It can be seen from Table 2, the probability value P of the X-sequence in the 
first-order difference is much smaller than the significant level of 0.05, so the 
original hypothesis can be rejected, that is, the first-order difference of X that is 
also called [D(X)] has no unit root, X is stationary of I (1) in the first order dif-
ferential. And the probability value of the sequence Y in the original hypothesis 
of the unit root is less than the significant level of 0.05, so we reject the original 
hypothesis. It can be concluded that there is no unit root in the sequence Y, the 
sequence Y is stationary. 

5.3. Variable Lag Length Test 

The Granger causality test is sensitive to the lag length, and the different lag 
lengths will produce different test results, depending on the smoothness of the 
variable or the length of the sample. Therefore, using the Granger causality to 
test multiple lag lengths that there is no sequence correlation of random interfe-
rence term in the model, it is shown in Table 3. 

From the analysis of Table 3, there is no single causal relationship from the 
sequence Y to X from the lag length 2 to 4; there is single causal relationship 
from X to Y for the lag lengths 2 and 3; for the lag length 4, the test “F” statistic 
 
Table 2. Stable tests for the tax rising rate (x) and inflation rate (y). 

 Level 1st difference 

X 

t = 0.375414 t = −6.308516 

P = 0.9735 P = 0.0002 

(unstable) (stable) 

Y 

t = −3.189386  

P = 0.0412  

(stable)  

 
Table 3. Granger causality test results for multiple lag lengths. 

The original  
hypothesis of the test 

The lag 
length 

“F” Test  
statistic 

The probability value 
of “F” test statistic 

Judgments of the original  
hypothesis 

X Y  2 8.14301 0.0080 Reject original hypothesis 

Y X  2 3.77267 0.0601 Do not reject original hypothesis 

X Y  3 7.05053 0.0160 Reject original hypothesis 

Y X  3 2.57639 0.1365 Do not reject original hypothesis 

X Y  4 3.39519 0.1317 Do not reject on 5% level 

Y X  4 2.27920 0.2223 Do not reject original hypothesis 
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is not significant at the 5% test level, therefore it cannot reject the original hy-
pothesis that “X is not the reason of Y”. According to the results of the analysis, 
it can be considered there is single causal relationship from X to Y, but there is 
no causal relationship in the opposite direction. In other words, tax revenue is 
the definite elements that promote the price rising and inflation, and rising pric-
es will not promote tax revenue, during the inflation period the total amount of 
tax revenue have increased, but its monetary value has not improved, the essence 
is a number of inflated. 

5.4. Analysis of the Interference of Tax on Inflation 

According to Granger analysis and ADF test results, the tax policy adjustment 
has a direct impact on the price level, the tax rising rate and inflation rate is not 
one decrease and the other increase, the two always keep the same trend. Ac-
cording to the indicators in Table 2, we can draw the trend between the two 
changing relationship, as intuitively shown in Figure 1. 

From Figure 1 we can see that the tax revenue rising rate, inflation rate and 
production price index basically present the same trend. Raising taxes is to in-
crease prices, cutting taxes is to reduce prices. From the overall trend of change, 
tax revenue and price changes show “three high, three low and one stable” situa-
tion. Among them, 2004, 2007, 2010 and three years in the tax revenue and in-
flation are in high peak, 2005 and 2009 respectively at the bottom, forming a 
more distinct “W” shape; the beginning of 2010, tax revenue continued to steady 
after 2012 gradually reduced, then slightly reduced year by year and by 2015 to a 
minimum, has since been in the stable state, tax revenue and inflation slightly 
showed “L” shape. 

5.4.1. 2004, 2007, 2010 Three Consecutive High Peak 
In 2004, the economy increased rapidly, especially the trade surplus made the 
import tax revenue rising, and increased the tax inspection and the new tax 
 

 
Figure 1. The Impact of tax increase on price and inflation. 

-7.00%

-4.50%

-2.00%

0.50%

3.00%

5.50%

8.00%

10.50%

13.00%

15.50%

18.00%

20.50%

23.00%

25.50%

28.00%

30.50%

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

Years

Growth rate

Tax growth rate

Inflation rate

PPI

 

DOI: 10.4236/jss.2018.63011 164 Open Journal of Social Sciences 
 

https://doi.org/10.4236/jss.2018.63011


S. F. Wang, J. W. Han 
 

control system to implement the fine management. The tax doubled in 2000, the 
increased margin was 2.5 times of the GDP growth. With the high tax revenue, 
the national CPI index from April appeared a big increased margin. They are all 
breaking 5% during the four month from June to September. The inflation is 
very obvious. 

2007 the stamp duty increased with leaps and bounds from 1‰ to 3‰ and 
caused the stock market plummeting called “5.30”. In order to greet the 2008 
new corporate income tax law, it increased to clean up about corporate income 
tax, the real estate prices increased menacing to make it an increase of 36.6%, 
business tax increased more crazy 40.3%, tax revenue almost equal to 5 trillion 
yuan, an increase of 31.4%; The CPI, which has not yet included real estate con-
sumption, jumped from 1.5% in the previous year to 4.8%, up 3.3 percentage 
points, higher than the government’s 3% index, of which 31.7% were poultry 
and its products, it was known as “inflation year” and the situation until the 
peak in 2008 before the fall. From the trend of production price index change, 
because of the US subprime mortgage crisis in 2008, the domestic consumption 
value-added tax pilot expansion and other major events, especially in 2009 it be-
gan to implement fully the consumer value-added tax reform, the production 
prices continued stabilizing to the Transition from Business Tax to Value-Added 
Tax (VAT) of 2012. 

In 2010 it is high growth, because of the influence in 2009 “consumer val-
ue-added tax”, the whole society increased the scale of fixed asset investment 
and promoted the rapid growth of industrial economy, the tax increased signifi-
cantly, while the price jumped from the trough of −0.7% to 3.3%. It can be called 
the most increase more than ten years; the tax continued to grow steadily in 
2011, the price continued to heat up till the peak. It was stable later and came 
down step by step. 

5.4.2. 2002, 2009, 2013 Three Years of Low 
On December 11, 2001 China officially entered the WTO as the 143rd member 
of the WTO, following the “Western Development” strategy to established a 
“consumer value-added tax” on trail once again as the main line of the “north-
east old industrial base” revitalization plan, under the situation that GDP in-
crease continued to rise, the state tax does not increase, the CPI index fell sharp-
ly, many years the “negative growth” appeared rarely for many years; With the 
US subprime mortgage crisis and the financial crisis affecting the domestic eco-
nomic development, GDP and fiscal revenue have dropped significantly for two 
consecutive years, combined with a comprehensive reform of corporate income 
tax from 33% leap to 25%, in early December 2008 the central economic work 
meeting put forward “structural tax reduction” strategy firstly, from 2009 the 
consumer value-added tax would be fully implemented, the national tax revenue 
for two consecutive years reduced more than 10 percentage points or even more 
times, the price level also slid down to “freezing point” once again; After 2013 
the country seized the opportunity of economic downturn to promote the 
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“business increase” and small micro-enterprises implementing value-added tax 
and income tax concessions, equipment manufacturing industry fixed assets de-
preciation policy and so on, accelerated supply-side reform for the development 
of structural reduction tax. Tax increases and inflation rate gradually decreased 
and ran smoothly, it formed “L” type trend echoed of which compared with 
2011. 

6. Conclusion and Suggestion 

The study shows that there is single causal relationship between the tax on the 
price; that is, the tax rising will directly promote the price rising, and the price 
rising will not bring substantial increase in national tax revenue; there is the 
same trend between government taxation and price increase or decrease. In oth-
er words, if the government increases the taxes, the market price will increase, 
and then the inflation will produce with it. Conversely, if the government im-
plements the low tax, tax reduction policy, the price will fall accordingly and in-
hibit inflation [7]. It can be seen that the relationship between taxation and in-
flation is expressed as follows: government plus (minus) tax → commodity 
price (decrease) price → consumption increase (decrease) negative → price 
rise (decrease) → inflation (tightening). This is also the basic path of tax impact 
on inflation. The “tax-based inflation” under the responsibility of the govern-
ment also can be achieved by governance effects through the policy adjustment, 
such as to adjust the tax object and scope, reduce tax rates or tax concessions, 
promote the supply side of the structural reform, enhance supply capacity, real-
ize the effective suppression. 

At the same time, it is recommended that when formulating a tax reform pol-
icy, the government must not only consider financial needs but also take into 
account the risk of inflation interference. To accelerate the construction of social 
and economic undertakings at the peacetime, more concerns about the im-
provement of the people’s market environment and the quality of life should be 
taken. It can definitely not add new taxes in non-special period of special needs 
of the production and circulation, nor can excessively increase in value-added 
tax rate to prevent triggering inflation sensitivity. 

In addition, we should further explore new measures to reduce the turnover 
tax, gradually cancel the additional taxes and increase the corporate income tax 
new system, reduce the pressure that the turnover tax shifts to the market price, 
and decrease the tax on the behavior of excessive interference with inflation, by 
taking the local economic development, the transformation and development of 
the resource-based cities, the development of key areas and the environmental 
protection as the goal. 

The important contribution of this research is to present and prove an impor-
tant view that increasing taxes by the government will push prices up and cause 
inflation. At the same time, we actively advocate that during the period of sus-
tained inflation, the government should increase the value by lowering the tax 
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revenue, especially reducing the turnover taxes to effectively contain inflation 
and stabilize prices. The subject of the limitations of historical data, the empiri-
cal analysis of this article is also somewhat simplistic, which may lead to a cer-
tain impact on the convincing level of the conclusion. 
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