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Abstract: Regulating income disparity serves as a crucial pathway to advance China’s modernization of common
prosperity with distinctive characteristics and fulfill the urgent task of expanding domestic demand. As a key
instrument for income redistribution, personal income tax currently demonstrates limited effectiveness in narrowing
income gaps. It is imperative to establish income disparity reduction and economic growth promotion as the
core principles in constructing and reforming the personal income tax system, thereby enhancing its regulatory
functions. The reform should ensure a significant reduction in post-tax income disparities compared to pre-tax
levels, while substantially increasing personal income tax contributions to social security and welfare programs.
This transformation will play a pivotal role in rationalizing consumption gaps. The reform’s central focus lies
in implementing comprehensive taxation on capital and property income, raising corresponding tax rates, and
achieving breakthroughs in combating tax evasion.
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