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On the Organization Substitution Effect of Taxation.
The Supply Schools Proposals on Reducing Tax

XIE Qun-song

(Research Institute of the Treasury of the People's Republic of China, Beijing,China, 100040)

Abstract: The paper analyzes the Supply School's logic in its proposals for reducing
tax, pointing out its Neo-classic essence in its methodology it uses and in the theory of eco-
nomic growth on which it is based. Then it studies taxation's effects on the level and model of
social division with the methodology provided by the New-classic economics, bringing up a
new concept “the organization substitution effect of taxation”. Finally, it incorporates the
classic theory of economic growth into the logic framework of the Supply School, checks and
reviews its proposals for reducing tax from a new viewpoint, and gives a rough theoretical
forecast on its applicability in the developed countries and the developing countries.

Key words: tax reduction; New-classic economics; organization substitution effect
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