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Abstract: Since China’ s reform and opening up tax incentives especially regional tax
incentives have many problems. It is timely for the central government making the decision
of cleaning up and regulating tax incentives. But how to clean up and regulate tax incentives
becomes a puzzle of the rule of law that should be promptly responded. From the viewpoint of
rule of law taxation on the ability principle of proportionality and doctrine of tax legalism
have intrinsic conjunction with the decision by the ruling party. They can be used as tools and
criterion to clean up and regulate tax incentives. Taxation on the ability is regarded as the
platform for tax incentives which should not be arbitrarily deviated. Besides tax incentives
still needs to gain its justification and legitimacy which is dependent on the function of
principle of proportionality and doctrine of tax legalism. Only on this basis can we build a tax

incentives legal system with substantial rationality and formal legitimacy.
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