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The global COVID-19 epidemic in 2020 has caused a significant drop in many countries’ employment rates and economies. Numerous countries have implemented a number of tax and fee reduction policies in response to the COVID-19 epidemic. This essay analyzes the tax and fee policies and results of the three largest economies in the world—China, the United States, and Japan—in response to COVID-19 between 2020 and 2021. We will first compare the effects of tax and fee reduction policies horizontally across China, the US, and Japan. The second step is to compare the effects of tax and fee reduction policies. According to the study, China, the United States and Japan have each implemented separate tax and fee policies in response to COVID-19. The United States primarily provides corporate income tax, personal income tax relief, and increased social welfare and subsidies that reduce the tax burden of enterprises, stimulate the vitality of enterprises, increase the disposable income of residents, stimulate consumption, and thus promote economic growth; Japan primarily provides income tax, consumption tax and business tax relief to reduce the cost of consumption for residents, increase corporate profits and cash flow, restore economic growth and stabilize employment. China primarily provides tax relief for VAT, corporate income tax and social security funds. It indirectly lowers the selling price of products, reduces the operating costs of enterprises, increases personal disposable income, stimulates consumption, promotes the growth of business performance and plays a certain role in curbing inflation. Based on the empirical analysis of the impact of different tax and fee reduction policies on the economy and employment in China, the United States and Japan, it is of some relevance for other countries. Therefore, in response to COVID-19 or major emergencies, each country can formulate targeted tax and fee reduction measures based on its own national conditions to support economic growth and stable employment.
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1 INTRODUCTION
Tax and fee reductions are a crucial reduction of proactive fiscal policy and a major cost-cutting mechanism in supply-side reform (Zhang, 2019). Keynes’ effective demand theory holds that government intervention is required when the market cannot clear surplus goods due to the current price and wage rigidity. The government allocates resources to the market’s main body through tax cuts, lowering enterprise costs, raising residents’ disposable income, promoting consumption, and raising total demand, thereby improving overall output (Yang and Sun, 2020). While the government intervention is flawed, the supply-side approach highlights the efficiency of the market process. Reduced taxes result in a different tax of resources between the government and the market, which can improve market efficiency, reduce supply, and boost output (Wang and Yuan, 2020). Being a permanent tax reform, the supply-side tax and fee reduction policy is frequently seen as a crucial component of structural reform (Zhang, 2019).
In accordance with the economic cycle inverse regulation rule, tax reductions are necessary to support economic growth when the economy continues to contract into depression, as evidenced by company bankruptcy and rising unemployment, among other indicators (Hejing, 2022). Jiang Fei is a crucial budgetary measure to combat the slump in the policy. China’s GDP growth rate fell after the start of the financial crisis in 2008, primarily because the “demographic dividend” that had previously supported economic growth has gradually decreased, and the “supply-side structural” tax and fee reduction policy has taken its place as the primary theoretical justification for economic growth (Gao, 2019). China enacted a proactive fiscal policy in 2009 to lessen the effects of the financial crisis on its economy, focusing primarily on expanding investment, boosting consumption, and increasing government spending. China offered “structural tax cuts” at the same time to boost demand, and it was successful in doing so; as a result, the economy has rebounded. China began implementing a pro-active fiscal policy after 2015, focusing primarily on reducing tax and fee cuts, which are also seen as a crucial step in cutting costs for the supply-side reform. Since 2018, China has improved tax and fee reductions. The tax rate structure has been made simpler because of ongoing reductions in VAT rates, which have also raised the standard deduction for personal income tax expenses and expanded special supplementary deductions. Structured and inclusive tax cuts currently coexist (Zhang, 2019). Therefore, China responded with tax reductions and favorable policies (Ming and Xiaowen, 2020), including annual tax and fee cuts of more than 2.6 trillion. tax and fee reduction policies played a significant role in realizing the “six stability, six protect” encouraging businesses to resume work and production, maintaining the employment rate, and resuming economic growth. China has implemented several tax and fee reduction initiatives throughout the 13th Five-Year Plan period that have contributed significantly and favorably to reviving market vitality and sustaining economic growth (Wan, 2020). The 14th Five-Year Plan will begin in 2021. China will keep advancing and improving its tax and fee reduction policies while expanding tax exemptions and other preferential benefits for small and medium-sized businesses (Li and Yang, 2021). For instance, increasing the deduction for manufacturing R&D costs, increasing the VAT threshold for small-scale taxpayers, and providing more tax benefits to small and micro firms. In addition to implementing institutional tax reduction policies, China will continue to optimize the tax reduction and fee reduction measures. New structural tax reduction and fee reduction measures will be implemented, which will not only improve the vitality of market entities but also allow for the adjustment of tax reduction and exemption policies to take into account the current situation and play a significant role in stabilizing economic growth.
COVID-19 has led to economic and employment declines in many countries to varying degrees (Zhou et al., 2022). In order to restore the economy and employment rates, many countries have adopted favorable fiscal policies, namely tax and fee reduction policies, which have diverse policy effects. Economic policy choices have an important bearing on cushioning the implications of containment measures and the speed at which the economy can adjust towards more normal conditions after the virus outbreak (Boone et al., 2020). Laurence Boone points out, Supporting vulnerable households and firms is essential; Reducing fixed charges and taxes and credit forbearance would help to ease the pressure on firms facing an abrupt falloff in demand (Boone et al., 2020). The United States, China and Japan are the three largest economies in the world. By studying their tax and fee reduction policies and their implementation effects, we can learn from each other and complement each other’s strengths. On the other hand, it also has a certain reference point for other countries dealing with COVID-19 policy-making. In addition, most existing studies on fiscal policy in response to COVID-19 focus on countries and lack comparative research. Research on the effects of tax and fee reduction policies is not relatively granular, and comparative studies on the policy effects of different taxes are lacking. Based on this, this paper will take the world’s three largest economies--China, the United States and Japan, as the research object, specifically study the tax and fee reduction policies and effects of different taxes, provide reference for China and other countries’ paths which for further reduce tax and fee, and supplement the research literature in related fields.
2 COMPARISON OF TAX AND FEE REDUCTION POLICIES IN CHINA, THE US, AND JAPAN IN RESPONSE TO THE EPIDEMIC
The COVID-19 outbreak in 2020 has partially slowed economic expansion and, to varying degrees, reduced employment. The US GDP will decline by 3.49%, the Japanese GDP by 5.2%, and the United Kingdom GDP by 9.86% in 2020, according to data from the International Monetary Fund published in April 20211. One of the few countries with positive GDP growth is China. In the meantime, the epidemic also contributes to a number of societal issues like inflation and unemployment in most countries. In response to COVID-19, many countries have implemented a number of tax and fee reduction policies to boost economic growth and increase employment.
2.1 China
Data from the World Bank2 suggests that China’s economic growth trended downward after 2007 and remained relatively stable between 6 and 7 percent from 2015 to 2019. In 2020, the COVID-19 pandemic led to a sharp drop in China’s economic growth, with the year-one-year growth rate of GDP was only 2.24%. The decline in GDP in the first quarter of 2020 was even steeper, contracting 5.27% year-on-year and 9.5% quarter-on-quarter. In addition, most businesses experienced job losses in the first quarter of 2020 due to the epidemic. According to the National Bureau of Statistics3, China’s urban unemployment rate in 2020 was 4.2%, up from 3.6% in 2019. This represents an increase of 16.67%. First-tier cities such as Beijing, Shanghai, Guangzhou and Shenzhen have particularly high unemployment rates, with Beijing hitting a high of 29% in 2020. The Ministry of Finance and the State Administration of Taxation jointly announced a number of tax cuts policies to lessen the effects of COVID-19 on the economy and employment, including the support will be coronavirus pneumonia epidemic prevention and control of tax policy announcement about supporting individual businesses to return to work. VAT policy announcement about the expansion of small-scale taxpayer exemptions VAT policy execution announcement (Ministry of Finance Taxation announcement 2020 no. 8–13, no. 24), etc. The economy recovered in the second and third quarters of 2020 with GDP growth of 3.1 percent and 5.55 percent year-on-year, respectively, following China’s proactive fiscal and monetary policies. In the meantime, the 2021 unemployment rate also fell. The recorded urban unemployment rate was 4.0% (as shown in Figure 1).
[image: Figure 1]FIGURE 1 | China’s GDP and unemployment rate.
To combat the effects on our country’s economic growth, increase the employment rate, and fulfill the response of “six stability, six protect”, China has intensified tax and fee reductions, the state administration of taxation, published guidelines for preferential tax policies to promote economic and social development and prevent and control epidemics (General Office of the State Administration of Taxation of China, 2020). These policies were divided into seven batches totaling 28 tax preferences, most of which included tax breaks for individuals and small businesses and social security and charitable donations. Small and medium-sized firms, as well as individual industrial and commercial businesses, have resumed employment and production, and domestic demand has increased as a result of these tax and fee reduction policies (General Office of the State Administration of Taxation of China, 2020). Following are specific steps to lower taxes and fees:
Tax incentives for supplies used in epidemic prevention and control. More favorable tax policies for the procurement of materials for epidemic prevention and control during the epidemic period in China, Manufacturers providing items for epidemic control and prevention are mostly included. Manufacturers of materials for the prevention and control of epidemics will be able to purchase machinery and equipment after receiving a complete refund of the VAT increase (China Report, 2020; Wan, 2020). The equipment investment to increase production capacity will no longer be deducted over time; a one-time pre-tax deduction is permitted (Cui et al., 2020). Public transportation, life services provided by taxpayers, and express delivery services of daily necessities provided by residents are all excluded from the VAT. Additionally, materials for preventing and controlling epidemics are transported to taxpayers, and transportation revenue is obtained. VAT exemption for income; import duties on supplies used by competent government agencies to prevent and control epidemics, exemption from (Cheng, 2020). The aforementioned favorable tax policies have helped to increase the supply of epidemic prevention and control products while lowering the tax burden on taxpayers and manufacturers of epidemic prevention and control materials.
Tax relief for donations to public welfare. China promotes public welfare donations following the outbreak and offers tax benefits. The primary actions include unit or individual donations of money and goods to epidemic areas through public welfare agencies or people’s government departments at or above the county level. Full pre-tax deduction of corporate income tax or personal income tax is permitted; units or individuals will directly donate prevention and control materials to epidemic prevention and control hospitals; full pre-tax deduction of corporate income tax or personal income tax is permitted; and epidemic prevention and control materials donated by units. (Wen, L., Yu, Y., and Chen, S., 2020). Being exempt from the VAT, consumption tax, urban maintenance, construction tax, education surcharge, local education surcharge, and other relevant taxes, duty-free donations will broaden the scope of the import duty exemption (Liang, 2021).
Tax reduction for businesses that resume work and production. China will aid businesses in starting up their operations and production. Losses for businesses in challenging industries that the epidemic will significantly impact in 2020 are among the main tax relief measures. The carry-over years can be extended to 8 years, for example, in the film industry (Cheng, 2020); In the impacted areas, small-scale taxpayers, the VAT exemption or the VAT rate is decreased from 3% to 1%; r educe or delay the payment of social security premiums that small and medium-sized businesses and specific industrial and commercial households are responsible for covering for employees; the minimum base for individual social security contributions in 2020 can make reference to and maintain the 2019 payment base’s lower limit; flexible employment staff or individual industrial and commercial households that pay social insurance premiums on their own may choose to defer the payment until 2020; the lessor must offer leasing businesses or specific industrial and commercial households a rent reduction or exemption; regulations may allow for a reduction or exemption in the payment of property tax and urban land use tax; Individual industrial and commercial households, small and micro businesses, and their income tax payments may be deferred; urban land use tax is cut in half for space used for storage by logistics companies; cinemas will not be required to collect value-added tax on their screening services; cultural projects will not be required to pay construction fees.
Boost aggregate demand with tax relief. China offers corresponding preferential tax policies to increase overall demand, most notably: the Ministry of Finance and the State Administration of Taxation announced some products (No. 15, 2020) to increase the export tax rebate rate for 1,464 products. Both the vehicle purchase tax for new energy vehicles and the VAT for used car dealers are being decreased by 0.5% in an effort to boost domestic demand.
Personal tax relief. China offers individual tax reduction and exemption policies to support protection and treatment. These policies primarily include personal income tax exemption for bonuses and work subsidies, personal income tax exemption for drugs, and personal income tax exemption for protective equipment issued by individuals’ units.
2.2 The United States
Since 2010, the United States’ actual GDP has grown at a positive annual rate of about 2%. The COVID-19 pandemic negatively impacted the growth in 2020, causing it to grow by 3.40% less than it did in 2019. This is in contrast to the 2009 financial crisis, which negatively impacted the economy by 2.6%. The second quarter of 2020 saw the most significant decline in GDP, down 8.76% from the second quarter of 2019. In addition, following the financial crisis in 2009, the unemployment rate in the United States decreased year over year. With the COVID-19 outbreak, the unemployment rate increased to 8.09% in 2020, 2.2 times higher than in 2019. The industrial production index also showed a negative growth of 7.03% during this time. In 2019, the unemployment rate was 3.67%. In response to recent fiscal and monetary policy changes, employment has increased along with economic growth. GDP increased by 8.6% in the third quarter of 2020, while employment increased by 3.3%. However, employment rate growth has been relatively slow compared to GDP growth. In the first quarter of 2021, employment stood at 59.7%, down from 60.5% in 2019. This is still a negative growth rate (Figure 24).
[image: Figure 2]FIGURE 2 | U.S. GDP and employment rate.
In response to the epidemic, the US CARES law in 2020 included fiscal stimulus measures totaling over $2 trillion, or roughly 11% of US GDP. Of this amount, more than $500 billion was paid to individual citizens directly, including direct tax rebates and individual unemployment insurance. The following are certain tax reduction policies5:
Deferred tax. Following the COVID-19 outbreak in the US in 2020, the federal government implemented personal income tax cuts, mostly by giving individuals a one-time tax return of $293 billion. On the other side, unemployment insurance was extended, and unemployment payments were increased by $268 billion. The US allows taxpayers to postpone their April 2020 income tax payment without incurring penalties or interest. It permits individuals and businesses to pay up to $1 million and $10 million in federal income tax, respectively, according to Document 17 from the Treasury and IRS. The IRS website offers many online services to assist taxpayers with tax delays and tax rebates to reduce contact during the outbreak.
Implement tax refunds to restore economic growth during the epidemic quickly. The United States enacted the tax rebate policy, a form of subsidy. The United States encourages firms to pay employees, enabling pre-tax deductions and returning taxes, social insurance, and other taxes earned by employees in order to stabilize employment. The adjusted gross income (AGI) is reported on the taxpayer’s 2019 tax return, which the Federal Tax Bureau uses to calculate the amount of the tax refund that is payable. Suppose the taxpayer does not submit a 2019 tax return. In that case, the Federal Tax Bureau will use the 2018 tax return to calculate the tax refund, allowing the taxpayer to obtain a refund check without filling out an application. A resident taxpayer with an adjusted gross tax (AGI) of less than $75,000 and a couple filing jointly with tax less than $15,000 are eligible to apply for a $1,200 tax refund; a couple filing jointly with income is suitable for a $2,400 refund (Zhao and Chen, 2020). Additionally, each child may apply for a $500 tax refund simultaneously. Except for non-residents, the policy applies to taxpayers without income, families, those with AGI over $75,000, couples filing jointly over $150,000, or 5% for every $100 over AGI. Couples who record an AGI of more than $198,000 and taxpayers with an AGI of more than $99,000 will receive no tax refund; their tax refund will be zero (Zhao and Chen, 2020).
Launch of new tax credit programs. During the outbreak, the US implemented new tax credits, which mostly consisted of tax on staff retention. Employers’ operating income decreased as a result of the pandemic by at least 50% from the prior year, even with tax rebates like the social security taxes they paid for their workers from March to December 2020. However, the tax credit cannot be given if the employer’s operating income does not significantly decrease and exceeds 80% of the prior year’s operating income (Zhao and Chen, 2020). Paid-Time-Off Credit. From April through December 2020, eligible firms must provide paid leave to their staff. They also must pay salaries that can be used as a corporate income tax credit or, if insufficient, a refund.
Subsidies will be increased. A US rescue plan Biden signed in March 2021 was expected to cost $1,844 billion, or around 8.8% of 2020 GDP. The program extends unemployment benefits to include supplemental unemployment benefits, including transfers to states to pay for extended unemployment insurance for extended SBA loans, $1,400 in direct stimulus payments to eligible individuals, 2 weeks of paid sick leave, up to 3 months of emergency leave (2/3 of salary), and up to 3 months of paid sick leave. Additionally, the pre-tax deduction for interest paid by taxpayers has been increased in the United States from the original 30%–50% cap for 2020. This raises the standard for pre-tax deductions for donations and interest connected to the epidemic.
2.3 Japan
Japan’s real GDP growth rate in 2020 was −4.53%, down 17.88 times from 2019, the unemployment rate was 2.77%, up 0.42% from 2019, and the industrial production index was down 10.32% year over year as a result of the COVID-19 pandemic. Among these, GDP started to fall in the first quarter of 2020 by 4.77% from the previous quarter and continued to fall in the second quarter, 8.0% from the last month and 8.9% annually. The third and fourth quarters saw an improvement in the economy after Japan implemented fiscal and monetary policy. From the first quarter of 2019 through the first quarter of 2021, Japan’s employment rate stayed between 60 and 61%, showing some stability. Despite the epidemic’s impact on the employment rate, it has maintained above 60%. (as shown in Figure 36).
[image: Figure 3]FIGURE 3 | GDP and employment rate in Japan.
Japan has implemented a number of tax and fee reductions, including an increase in pre-tax deductions, deferred tax deductions, and household tax deductions, in reaction to the effects of COVID-19 on the economy and employment. Tax and fee reductions directly resulted in a tax reduction of 50–60 billion yen. Particular tax lowering measures7 include:
The amount of pre-tax deductions will rise. Japan has boosted pre-tax deductions, including preferred pre-tax deductions, in response to the epidemic’s economic effects. If businesses grow employee salaries and perks, particularly big and medium-sized businesses where the salaries of recent graduates or new hires increase by 2% or more compared to the prior year, the 15% increase in compensation can be written off as a tax deduction in 2021. This portion may also be written off before taxes for small and medium-sized businesses if the total employee salary increases by 1.5% or more than the prior year. Tax incentives for R&D. To encourage businesses to engage in R&D, the deduction cap for R&D expenses can be raised from 45 to 50%. Enterprises and research institutes conducting R&D jointly can deduct their R&D costs before corporate income tax. Businesses with sales declines of at least 2% are eligible for this rebate, valid from 2021 to 2023—tax benefit for small- and medium-sized businesses reorganizing. Japan permits businesses to set aside no more than 10% of the purchase costs as a reserve, pre-tax deduction, or complete instant amortization in order to mitigate losses and risks following restructuring or mergers and lessen their tax burden. Loss carry-over is permitted. Japan started implementing the loss carry-over policy under special circumstances in 2021, raising the loss carry-forward offset amount from 50% to 100%, and the carry-over term is 5 years, to encourage firms that experience losses due to COVID-19 to invest.
Extension of tax relief. Japan has implemented a number of deferred tax relief schemes during the epidemic, most notably: fixed asset tax relief. Tax reductions for land prices are expected in Japan starting in 2021. Under the tax and fee reduction proposal, the tax would remain unchanged in 2021 if land prices increased compared to the same period in 2020. However, if the land price falls, the tax will be directly reduced and the period will be extended by 3 years. Vehicle tax break or reduction for energy-efficient vehicles. From April 2021, Japan will prolong the tax break for 2 years. Customers purchasing energy-efficient vehicles may be subject to taxes based on fuel use, dropping from 3% to 1% before December 2021. Lowering the tax on aviation fuel in 2021. The revenue of the aviation industry fell sharply during the outbreak. Japan’s tax on aviation fuel dropped from 18,000 yen to 9,000 yen, or 50% of the original tax. Mortgage Loan Tax Relief has been extended for 3 years, extending the tax relief period from 10 to 13 years for individuals moving in before 2022; The scope of application of this preferential tax policy has been expanded from It applies to construction areas of at least 50 square meters expanded to at least 40 square meters. However, the income of borrower is strictly capped for homes measuring 40–50 square meters. The income limit of borrowers has been greatly reduced from not more than 30 million yen to not more than 10 million yen. Mortgage Loan Tax Relief mainly for the year-end loan balance of 1% is allowed as a pre-tax deduction. Residents can continue to benefit from low-interest rates as long as the loan’s annual rate is less than 1% by deducting 1% of the loan’s principal as a tax before taxes, which will result in more tax savings than the interest paid.
Families receive a home tax break. Japan’s primary tax relief policy in response to the epidemic is household tax relief, specifically tax relief for parents. Parental tax reductions have been provided in Japan for families with kids. Before the outbreak, the subsidy income for the mother to send the baby to the nursery was taxable, but during the epidemic, Japan exempted the tax of subsidy income, and at the same time, the tax for “postnatal care” subsidy received by the mother was also exempted. Gifts from education or marriage funds are given tax-free. The grandparents’ educational fund donation to the child is exempt from gift tax and given a 2-year extension. Additionally, the 10-million-yen (about 560,000 yuan) cap on assistance from grandparents for marriage, childbirth, and parenting will be exempt gift tax, extended by 2 years. Reduction in medical fees. Japan mandates that the annual cost of each household does not exceed 12,000 yen (about 673 yuan) while also enabling pre-tax deductions in order to lessen the financial burden of medical bills on residents. However, necessary inspection and other certificates are attached when declaring the deductions.
The tax and fee reduction measures suggest that China’s COVID-19 tax and fee reduction strategies differ from those of the United States. China’s tax and fee reduction focus primarily on having more favorable tax policies for businesses. Maintain or raise employment rates after work and production have resumed. Personal income is also ensured; in response to COVID-19, the United States has increased personal tax advantages, encouraging domestic consumption and greater investment. In addition to providing tax cuts to businesses, it also includes tax breaks for families and individuals to further promote economic growth and employment rates. Japan’s employment rate will remain above 60% in 2020 due to these preferential tax measures, given no severe fall and some economic recovery.
3 COMPARATIVE ANALYSIS OF THE EFFECT OF TAX REDUCTION AND FEE REDUCTION POLICIES
In order to promote economic growth, stable employment, the return to work and production, etc., many countries adopted the corresponding tax and fee cuts measures. This paper selects China, the United States, and Japan. We conduct further research on the effects of various tax and fee cuts measures on China and Japan, as well as a comparative analysis.
3.1 Analysis of the effect of tax reduction and fee reduction policies
To combat the downward pressure on the economy, tax and fee reductions are a significant fiscal and tax policy option (Li and Liu, 2019). Tax and fee reductions will, in the short term, reduce business costs, boost business vitality, make it easier for people to get back to work and produce goods, increase residents’ disposable income and stimulate demand and consumption, which will help the growth grow. However, tax reductions will decrease government revenue, widen the fiscal deficit, or cause fiscal spending to be drastically cut. In the long run, under the conditions of a stable tax structure, where GDP serves as the tax base, GDP growth will result in tax growth, fee and tax reductions, and concurrent economic growth, which will broaden the tax base, boost tax revenue, and encourage economic growth even more. This article primarily examines the short-term effects of tax and fee reduction initiatives against COVID-19.
Due to the COVID-19 epidemic, most Chinese businesses ceased operations in the first quarter of 2020, negatively impacting GDP growth and overall tax income. China then announced a package of tax and fee reduction measures and assisted businesses so they could resume work and production in an orderly fashion. As indicated in Table 1, the overall tax revenue fell dramatically in the second quarter of 2020. Still, GDP started to increase, suggesting that tax and fee reductions helped the growth grow to some extent. As work and production resumed, the employment rate increased, and there was positive economic growth, the fall in China’s overall tax revenue slowed down. In the first quarter of 2021, the GDP growth rate was at its highest, and overall tax revenue rose. In the second quarter of 2020, the US reached COVID-19; the second quarter saw the most significant GDP and total tax revenue decline. The United States pursued an active monetary and fiscal policy and enacted many tax and fee reduction measures. Individual and family tax favorable policies are more prevalent among them. Boost citizens’ discretionary income to encourage consumption. In response, the GDP decrease often eases. Total tax collections started to increase, with the second quarter of 2021 seeing the biggest increases in GDP and total tax collections. For 17.12% and 112.04%, a new COVID-19 pandemic broke out in the third quarter of 2021, causing growth in overall tax revenue, and the GDP growth started to slow down. In the second quarter of 2020, Japan’s new crown outbreak caused a GDP and tax income decline of 8.87% and 54.53%, respectively. Japan experienced the biggest decline in tax revenue compared to China and the United States due to the new crown outbreak and tax and fee cuts factors. Employment is relatively stable, but GDP growth slowed in the second quarter of 2021. As a result, the outbreak started to occur again in the third quarter, and the GDP started to decline.
TABLE 1 | The GDP growth rate and total tax revenue growth rate in different countries (%).
[image: Table 1]3.2 Comparative analysis of the effect of tax reduction and fee reduction policies for different taxes
Because tax categories vary between countries, it is necessary to combine horizontal and vertical comparisons in order to assess and analyze the effects of various tax and fee reduction strategies. The consequences of tax reduction programs for various taxes were examined, as shown in Tables 2–4.
TABLE 2 | Growth rate of different taxes in China (%).
[image: Table 2]TABLE 3 | growth rate of different taxes in the United States (%).
[image: Table 3]TABLE 4 | The growth rate of different taxes in Japan: (%).
[image: Table 4]3.2.1 Income tax
China is a country that places a strong emphasis on both income tax and turnover tax. In order to aid businesses in getting back to work and producing during the outbreak and to raise the employment rate, introducing additional business income tax rules that are more favorable. From the first to the fourth quarters of 2020, corporate income tax was negative, although more so in the second quarter, and it continued to rise positively in 2021. The COVID-19 pandemic is affecting China. Personal income tax decreased in the second quarter of 2020, and the rising unemployment rate. However, continuing to see growth demonstrates that despite the epidemic, personal income tax has not decreased significantly. From the aforementioned China’s preferential tax policies in response to the pandemic, it can be inferred that there are not many preferential tax policies for individual income tax in China. In the second quarter of 2020, the corporate and personal income taxes in the United States decreased by 43.21% and 32.94%, respectively. However, income tax revenue increased from the third quarter of 2020, indicating that the United States responded to the new crown outbreak by giving tax breaks to businesses and individuals. Japan’s income tax and fee cuts preferential policies are relatively few. Even though the income tax maintained positive growth in 2021, the growth rate is significantly lower than in China and the United States. As a result of the new outbreak and tax and fee cuts, Japan’s income tax fell in the second quarter of 2020 by 27.01%, but the decline is lower than in China and the United States. China’s industrial production index experienced positive growth from the second quarter of 2020 to the first quarter of 2021, while the United States and Japan experienced a negative change from the first quarter to the first quarter of 2020–2021 before beginning to experience positive growth in the second quarter of 2020. As the outbreak was effectively controlled, businesses resumed production, and the industrial production index recovered. Therefore, a tax cut can encourage businesses to resume production and work. Additionally, China’s corporate income tax has a more significant impact on tax reduction.
3.2.2 VAT and business tax
China fully implemented VAT after replacing the business tax with a value-added tax, whereas Japan introduced a business tax. VAT and business tax are major levies in their respective countries and generate sizable tax income (Yang et al., 2022). Value-added and company taxes’ primary function guarantees timely and steady tax revenue growth. In an epidemic or serious emergency, the budget deficit can be adequately expanded, and the tax revenue can be significantly decreased or excused. It is evident from Tables 2, 4 that the VAT and business tax in China and Japan had the most significant decreases. According to data from the National Bureau of Statistics, the%age of total tax revenue for almost 5 years has remained between 30% and 40%, particularly in 2017–2019 accounted for nearly 40%. Because the VAT is high, our nation responded to the new crown outbreak of tax and fee cuts, VAT preferential policies, and in 2020 VAT accounted for 39.46% in 2019, fell to 36.80%. Japan’s business tax decreased significantly in 2020, particularly in the second quarter of 2020, which decreased by as much as 85.53%. From 2021 to 2023, the business tax increased positively, reaching a high growth rate of 127.39% in the third quarter of 2023. This suggests that Japan primarily provides tax relief for business tax in response to the COVID-19 tax and fee reduction policy. The VAT and corporate tax reductions and exemptions will directly lower business costs, boost earnings, and promote investment. Japanese population increased from 88.2 to 121.2, and positive growth in fixed asset investment has been seen since the third quarter of 2020. Corporate profits and capital expenditures have increased by 13.8% and 18.5%, respectively. In order to improve company conditions, lower losses, and boost profits, VAT and business tax reductions are crucial.
3.2.3 Excise tax and sales tax
Expenditure tax in China is a tax on particular consumer items, primarily to guide consumer consumption. Currently, there are 15 consumer goods subject to consumption tax. Due to the outbreak, consumers reduced their consumption of luxury goods and non-necessities, which caused consumption tax to decline in 2020 (Longtao et al., 2022) and (Hu et al., 2021). However, with the effective control of the epidemic and the economy’s recovery, consumption tax rose in 2021. The luxury market in 2020 experienced a 30% first-quarter decline before beginning to climb in the second. Japan’s consumption tax range is broad, covering almost all goods and transactions, and there are links between it and our nation. As a result, Japan’s consumption tax only experienced negative growth and decline in the second quarter of 2020, a decline of 62.17%. The leading cause of this is the outbreak, which caused a decrease in consumer demand and an increase in outbreak-related demand. Since the state of commodities dealing, leasing and services are subject to the sales tax. It was negatively impacted by the outbreak in the second quarter of 2020, growing by 10.48%. As the outbreak subsided, the sales tax steadily increased, but American manufacturing, wholesale, and retail sales declined significantly in March and April 2020, starting in May. The consumption tax in Japan and the lower sales tax in the US can both, to a certain extent, increase spending and support economic growth during the epidemic era, as can be seen from those above. In contrast, China will restrict its consumption of luxury products at this time.
3.2.4 The social security fund and the social security tax
Due to China’s lowered and postponed social security payments made by businesses during the epidemic, the income growth rate of social security funds decreased to varying degrees in 2020. With the pandemic successfully under control and social security firms receiving their regular payments, the income growth rate of social security funds started to increase in 2021. With only a modest fall of 0.64% in the second quarter of 2020, attributable to US subsidies for individuals and families during the outbreak, the US Social Security Fund’s income was less negatively impacted by the epidemic. From the second to the fourth quarters of 2020, Japan’s social security tax decreased slightly, by less than 2%. According to the comparison above, China has more favorable regulations for cutting back on the social security fund during an epidemic than the US and Japan. Businesses’ production and operating costs are somewhat reduced by the decrease and exemption of the social security fund and social security tax, which makes it easier for businesses to generate more cash flow and increase production. We can also conclude that Chinese companies can resume output faster during the epidemic era based on the aforementioned business climate and industrial production indexes.
3.2.5 Social welfare and subsidies
Social welfare programs developed in the United States and Japan throughout the outbreak. Social assistance and subsidies are quite substantial as the United States fights the disease. Between the second quarter of 2020 and the first quarter of 2021, social welfare in the United States experienced a greater growth rate, with certain quarters experiencing growth rates of more than 80%. In the second and third quarters of 2020, the subsidies increased by 1,811.60% and 1,403.90%, respectively, as a result of increased subsidies from the United States during the pandemic. Social assistance and subsidies only started to decrease when the outbreak eased in the second quarter of 2021; in Japan, despite an increase in social welfare throughout the outbreak, it was only a slight 1% increase. Since the United States provided more social benefits and subsidies to families and individuals during the epidemic, raising household income and encouraging consumption, American retail sales started 6.71 negative growth in the second quarter of 2020, rising to 4.45%, while China and Japan experienced negative retail sales growth during the epidemic, with Chinese retail sales growing in the first and second quarters of 2020 and Japanese retail sales growing in the first three-quarters of 2020. As was previously illustrated, social welfare and subsidies can have a quick impact in the face of an epidemic by raising resident incomes, boosting income, and so fostering economic growth.
3.2.6 Other taxes and fees
The epidemic negatively impacted China’s exports, which led to an increase in the export tax rebate rate and a dramatic reduction in the export tax rebate in 2020. However, in 2021, the export tax rebate started to show signs of improvement. China’s trade balance, meanwhile, only showed a deficit in February 2020, started to trend upward in March, and continued to show a surplus. Japan is impacted by various factors, including the economy and the outbreak, and tariffs from the first quarter of 2020 to the second quarter of 2021 have resulted in negative growth. In particular, the second quarter of 2020 saw a significant decline of 38.99%. Despite tariff reductions, Japan’s trade balance in the third and fourth quarters of 2020 is still greater than 0, indicating a trade surplus before changing to a trade deficit. As a result, China’s preferential export tax rebate policy is more effective than Japan’s preferential tariff policy.
In conclusion, the enterprise income tax, value-added tax, and social security premiums granted to businesses during the epidemic era play a significant role in the resumption of employment and production, raising investment, minimizing losses, improving profits, and other aspects. Although the impact of China’s corporate income tax cut is greater than that of the United States and Japan, the United States sales tax cuts, social benefits, and individual and family subsidies are still considerable. Japanese company tax and consumption tax reductions will encourage the development of business, personal, and family consumption, increasing citizens’ disposable income and promoting consumption. However, China’s social security and export tax rebates were not included in Japan’s social security tax and tariff decrease.
4 CONCLUSION AND SUGGESTIONS
4.1 Conclusion
First, research comparing the employment and GDP growth rates of China, the United States, Japan, and the other three countries against the new crown tax and fee cuts policy found that the new crown outbreak in China in early 2020, China’s first GDP growth fell in the first quarter of 2020. Then China adopted a rate of tax and fee cuts measures, mainly for the enterprise various tax breaks, China’s economic recovery, GDP growth in 2020, and is one of the few countries with GDP growth in 2020 The GDP and employment rate drastically decreased in the second quarter of 2020 as a result of the COVID-19 countries’ effects. While proactive fiscal and monetary policies like tax and fee reductions recovered the employment rate and total GDP in the United States and Japan, the GDP was still negative in 2020. From the standpoint of tax reduction and fee reduction policies, China, the United States, and Japan all primarily lower taxes and fees for individuals in order to implement their “six guarantees” policy. The United States primarily offers tax rebates and direct subsidies for individuals. Japan has tax exemptions for both businesses and individuals. In addressing COVID-19, China’s tax and fee reduction policies have been beneficial. Reduced operational costs as a result of corporate tax cuts have boosted employment and growth. To achieve the best results from tax reduction, however, the tax reduction policies for individuals and families in the United States and Japan can also be used as a guide.
Then, it was discovered through a comparison of the GDP growth rates, total tax revenue growth rates, and various tax growth rates in China, the US, and Japan that these nations responded to COVID-19 in different ways by implementing various tax and fee reduction measures. Because China levies both an income tax and a turnover tax, we can delay or reduce the payment of social security benefits in response to COVID-19. In contrast, the United States and Japan reduce income, consumption, and business taxes. In light of this, our nation should continue to implement an enterprise income tax, VAT, social tax, and export tax rebates, as well as learn from other nations’ advanced tax and fee cuts policies, such as the United States and Japan’s social welfare subsidies, etc., to not only help businesses quickly resume work and production but also to encourage family and personal consumption and spur economic growth. The United States and Japan can also learn from our practice, increase the reduction of social security funds and social security taxes, reduce the operating costs of enterprises, increase the cash flow of enterprises, stimulate the vitality of enterprises, quickly restore production and stabilize employment.
4.2 Suggestions
Comparative analysis of how the United States and Japan have responded to the recent wave of tax cuts has revealed that while our country’s enterprise income tax, value added tax, social tax, and export rebate reduction effects are significant, those for consumption tax, personal income tax, and social welfare subsidies are not. In addition, our country’s continued tax and fee cuts under policy have increased the fiscal deficit and pressure on the government, which is why this paper is being written.
4.2.1 We will continue to deepen tax and fee reduction policies
China has responded to COVID-19 by introducing seven batches of 28 tax and fee reduction policies, primarily to help assure epidemic prevention and control, assist businesses in overcoming challenges, and guarantee the necessities of life for citizens. China is one of the few countries with positive economic growth because of the proactive fiscal policy of tax reductions, which has allowed the country’s economy to sustain a 2.3% growth rate in 2020. China should continue to deepen its tax exemption and reduction policies, such as lowering corporate income tax, value-added tax, and social insurance premiums. The corporate income tax should concentrate on the industries significantly impacted by the epidemic or emergency and intensify the reduction and exemption because manufacturing, tourism, and micro, small, and medium-sized businesses have all been negatively impacted by the disease. It should be decreased from three to two rates in terms of VAT. Additionally, this is in accordance with China’s “14th Five-Year Plan” objectives to broaden the scope of tax benefits; Social Security premiums. In order to alleviate China’s pension crisis and lower operating expenses for businesses, it is necessary to decrease the firm social security contribution rate while simultaneously raising the social security participation rate.
4.2.2 Innovate tax reduction policies based on the existing anti-epidemic tax reduction policies
The comparison research above indicates that China’s consumption tax is not material in response to COVID-19. The primary factor is that China’s consumption tax is too limited in reach. There are now insufficient taxes on luxury products. Only 15 tax categories are included in our excise tax. During the pandemic, only the premium consumer market declined by 30% in the first quarter of 2020. Data from Bain show that in 2020, Chinese consumers’ domestic consumption accounted for more than 70% of all domestic and foreign consumption; as a result, China’s consumption tax should broaden its collection scope. Increasing the luxury goods consumption tax rate; I n the midst of the epidemic, China has reduced its preferential tax policies for individuals and families, while America and Japan’s efforts to boost consumption fell short. Therefore, in addition to providing preferential tax treatment for businesses and tax and fee reduction measures, China should also provide individual resident and household tax cuts when responding to COVID-19 or other significant catastrophes. Furthermore, by boosting social welfare and subsidies, the United States offers individuals direct subsidies and tax breaks. Japan permits pre-tax school fund deductions and tax breaks for parents, Australia allows early pension payments, etc. To boost citizens’ disposable income and encourage spending.
4.2.3 Expand the tax base and increase fiscal revenue
In the short term, ongoing tax and fee reductions will lower businesses’ production and running expenses. Still, the lowered tax collection will increase the budget deficit or sharply limit the government’s spending. The room for tax cuts and fee reductions is constrained in the long run if we do not take fiscal affordability into account and focus simply on the effect of tax cuts. This means that prolonged tax cuts are impossible. By increasing the tax burden on state-owned firms and the%age of earnings paid, reviving the rate at which state assets are used, and promptly recovering carry-over and excess money, we will broaden the tax base and raise fiscal income. In addition, we will expand the reach of taxation by enacting inheritance and real estate taxes concurrently.
4.2.4 We will combine tax and fee cuts with deepening reform of the fiscal and tax systems
Accelerating the transformation of government operations, improving the reform of the fiscal and tax systems, and enhancing the long-term mechanism for tax and fee cuts are all necessary to ensure the sustainability of tax and fee reductions as well as government revenue and expenditure over the long term (Research Group of State Treasury Division of PBC Nanjing Branch, 2020). First and foremost, we should enhance the fiscal and tax system reform, improve the direct tax system, increase the share of direct tax requirements, and play a stronger role in enhancing the redistribution mechanism and providing the third distribution its proper due. Then, we will strengthen the evaluation of the impact of tax and fee reduction policies, implement universal preferential tax policies, improve the long-term mechanism for tax and fee reduction policies, and integrate tax and fee reduction into a more profound reform of the fiscal and tax systems, achieve the best possible structure for fiscal revenue, and make tax and fee reduction and fiscal operation sustainable development.
Finally, it should be noted that this paper only conducted a comparative study on the tax and fee reduction policies and effects of China, the United States and Japan in response to the epidemic and major emergencies, and did not cover the research of other countries, so the research scope was limited. In addition, other countries should take into account their specific national conditions and make appropriate adjustments when learning from the remarkable tax and fee reduction measures taken by China, the United States and Japan. In terms of research methods, more rigorous empirical tests and analysis of policy effects can be carried out.
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