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Commerce and Finance Before and After the 1953 Tax Reforms
Lin Chaochao

Abstract; The new tax system implemented in 1953 provoked significant controversy due to its principle of “equal
taxation for the public and private sectors” as was presented in the propaganda. By examining the commercial and
fiscal conditions before and after implementation of the new tax system, it becomes clear that both the introduction
of economic accounting in state-owned commercial enterprises at the end of 1952 and the introduction of the tax
reforms in early 1953 were attempts by the central government to increase fiscal revenue through the commercial
circulation sector. The former aimed to reduce commodity circulation costs and to accelerate capital turnover,
while the latter sought to ensure tax collection at every stage of the circulation process. Following the introduction
of the new tax system, the phenomenon of “public retreat, private advance” market supply was not the result of
the canceling of tax benefits for state-owned commercial enterprises. Instead, it stemmed from state-owned com-
mercial enterprises reducing their inventories and cutting back on processing orders from private industries after
implementing the economic responsibility system. This allowed private merchants to gain greater control over the

supply of goods.
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