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HIGHLIGHTS
• Finance Minister Liu Kun: further enforce strict governance of Party in the 

public finance system

• Director General of IEFI Zhou Qiangwu: three suggestions for advancing 
financial connectivity under the Belt and Road Initiative

• Finance Minister Liu Kun met with Kazakh Finance Minister Bakhyt Sultanov 
in Beijing

• MOF published a circular on further strengthening the standardized 
management of PPP demonstration projects

• MOF published a circular on improving the market discipline mechanism and 
strictly guarding against the risks of foreign debts and local government debts

• Revenue under China’s general public budget increased by 11% year on 
year in April

May,2018
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2. MOF published a circular on 
continuing to reduce the social 
insurance premium rates on a 
phased basis

On April 28, MOF published a circular on continuing 

to reduce the social insurance premium rates on a 

phased basis, which provided the following. First, 

starting from May 1, 2018, in provinces (autonomous 

regions and municipalities) where the employer’s 

contribution rate to the basic pension insurance 

of employees exceeds 19% or where employer’s 

contribution rate falls to 19% according to the 

Circular of the Ministry of Human Resources and 

Social Security and the Ministry of Finance on 

Phased Reduction of Social Insurance Premium 

Rates, if the cumulative balance of social insurance 

funds can cover more than 9 months (as of the end of 

2017), an employer’s contribution rate of 19% may 

be applied until April 30, 2019. Second, starting from 

May 1, 2018, in accordance with the Circular of the 

Ministry of Human Resources and Social Security 

and the Ministry of Finance on the Phased Reduction 

of Unemployment Insurance Premium Rate, provinces 

(autonomous regions and municipalities) which apply 

a total unemployment insurance rate of 1% may 

extend such rate until April 30, 2019.

3. MOF published a circular on the 
VAT policy for anti-cancer drugs

On April 28, MOF published a circular on the VAT 

1.  M O F  p u b l i s h e d  a  c i r c u l a r 
o n  f u r t h e r  s t r e n g t h e n i n g  t h e 
standardized management of PPP 
demonstration projects

On April 27, the Ministry of Finance (MOF) 

published a circular on further strengthening the 

standardized management of PPP demonstration 

projects, which provided the following. First, 

c lassify the 173 problematic  demonstrat ion 

projects and deal with them accordingly. Remove 

the Baotou Transport Hub project and other 30 

projects that no longer adopt the PPP model from 

the list of demonstration projects and pull them out 

of the national PPP project pipeline information 

platform; remove the Beijing Fengtai Hexi No.3 

Water Plant and other 54 projects that have not 

yet completed procurement from private sector 

or have experienced material change to project 

implementation from the list of demonstration 

projects but keep them in the project pipeline and 

continue to apply PPP model to them. Second, 

strengthen well-regulated project management, and 

prohibit the 10% redline from being breached for 

new projects.

Ⅰ.Policy Update
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produced by them, the portion of their actual VAT 

burden that exceeds 3% will be eligible for instant 

refund. Third, the export of animation software is 

exempted from VAT.

5. MOF published a circular on 
strengthening the management of 
local budgets and accelerating the 
pace of expenditures

O n  M a y  3 ,  M O F  p u b l i s h e d  a  c i r c u l a r  o n 

strengthening the management of local budgets 

and accele ra t i ng the pace of  expend it u res , 

which provided the following. First, expedite the 

disbursement of budgeted transfer payment funds. 

In case of transfer payment in installments, the 

amount of each installment shall be reasonably 

determined, and the last installment shall be 

no later than September 30; in case of advance 

payment, the payment shall be made f irst and 

the settlement be made at the end of the budget 

year. Second, timely disburse the budgeted funds 

that have not been allocated to departments and 

provincial finance authorities at the beginning of 

the year. The budgeted funds shall be disbursed 

before June 30 of current year; otherwise, they 

will be recovered. Third, promote the coordinated 

use of the stock of fiscal funds. The surplus funds 

and the unused carry-over funds in the past two 

years will be recovered to supplement the Budget 

Stabilization Fund.

policy for anti-cancer drugs, which provided the 

following. First, starting from May 1, 2018, general 

VAT payers who engage in the production, sale, 

wholesale and retail of anti-cancer drugs may use 

the simple method to calculate and pay VAT at 3%, 

and once this method is adopted, shall not change it 

for 36 months. Second, starting from May 1, 2018, 

imports of anti-cancer drugs will be subject to a 

reduced VAT rate of 3%. Third, taxpayers should 

separately account for sales value of anti-cancer 

drugs. In the absence of separate accounting, the 

simple method stipulated in Article 1 of this Circular 

shall not apply.

4. MOF published a circular on the 
continuation of the VAT policy of the 
animation industry

On May 3, MOF published a ci rcular on the 

continuation of the VAT policy of the animation 

industry, which provided the following. First, 

f rom January 1, 2018 to April 30, 2018, af ter 

the general VAT payers of animation companies 

have paid VAT at 17% for the sale of animation 

software independently developed and produced 

by them, the portion of their actual VAT burden 

that exceeds 3% will be eligible for instant refund. 

Second, f rom May 1, 2018 to December 31, 

2020, after the general VAT payers of animation 

companies have paid VAT at 16% for the sale of 

animation software independently developed and 
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stamp duties on the financial book of accounts 

subject to 0.05% of duties will be halved, and stamp 

duties on other book of accounts subject to 5 RMB 

of duties will be exempted.

8. MOF published a circular on 
the relevant tax policy concerning 
insurance security funds

On May 8, MOF published a circular on the relevant 

tax policy concerning insurance security funds, which 

provided the following. First, the revenue of China 

Insurance Security Fund Company derived from the 

insurance security funds paid by domestic insurance 

companies, donations, and bank deposit interests are 

exempted from corporate income tax. Second, the new 

financial book of accounts of the insurance security 

fund company, the property right transfer document 

signed during the risk resolution and bankruptcy 

bailout of insurance companies, the re-lending 

contract signed with the People’s Bank of China 

during the risk resolution of insurance companies, 

and the property insurance contracts signed between 

the insurance security fund and insurance companies 

are exempted from stamp duties.

9. MOF published the Opinions on 
Improving the Issuance of Local 
Government Bonds in 2018

6. MOF published a circular on the 
disbursement of transfer payment 
funds to the old revolutionary base 
areas in 2018

On May 7, MOF published a ci rcular on the 

disbursement of transfer payment funds to the old 

revolutionary base areas in 2018, which provided the 

following. First, according to the Measures for the 

Administration of Transfer Payment Funds in the 

Old Revolutionary Base Areas, the transfer payment 

funds for the old revolutionary base areas of relevant 

provinces (autonomous regions and municipalities) 

will be disbursed and included in the 2018 budget item 

of"1100228 transfer income of old revolutionary base 

areas". Second, the relevant provinces (autonomous 

regions and municipalities) should, in accordance 

with the requirements of the Measures, strengthen the 

management of fiscal funds, improve the effectiveness 

of the use of funds, and report to superior authorities the 

progress of the distribution of funds by August 31, 2018.

7. MOF published a circular on the 
reduction or exemption of stamp 
duties on the book of accounts

On May 7, MOF published a ci rcular on the 

reduction or exemption of stamp duties on the book 

of accounts, which provided the following. To reduce 

the burden on businesses and encourage investment 

and entrepreneurship, starting from May 1, 2018, 
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On May 8, MOF publ ished the Opinions on 

Improving the Issuance of Local Government 

Bonds in 2018, which provided the following. First, 

strengthen the management of local government 

bond issuance plans. The scale of new bonds issued 

by provinces, autonomous regions, municipalities, 

and cities with independent planning status shall 

not exceed the new debt limit imposed by MOF on 

the region in the current year; for the publicly issued 

local government bonds, the quarterly issuance shall 

be within 30% of the total yearly public offering of 

bonds in the region. Second, make the pricing of 

local government bond issuance more market-based. 

Local finance authorities shall not intervene in local 

government bond issuance pricing through "guided 

bidding" or "agreed interest rate". Third, reasonably 

design the term structure of local government bonds, 

and add the 2-year, 15-year and 20-year terms to the 

publicly issued general bonds.

10. MOF published a circular on the 
disbursement of budgeted funds for 
nurturing science and technology 
talents in remote and poor areas

On May 9, MOF published a circular on the 

disbursement of budgeted funds for nurturing 

science and technology talents in remote and 

poor areas, border and ethnic minority areas, 

and old revolutionary base areas in 2018, which 

provided the following. According to the Circular 

of  Minis try  of  Science and Technology,  the 

Organization Department of CPC, the Ministry of 

Finance, the Ministry of Human Resources and 

Social Security, and the State Council Office for 

Poverty Alleviation on Publishing the Plan for 

Implementing Special Programs for Nurturing 

Science and Technology Talents in Remote and 

Poor Areas, Border and Ethnic Minority Areas, 

and Old Revolutionary Base Areas, the funds 

are disbursed to relevant provinces (autonomous 

regions and municipalities) for this purpose to 

support the selection and development of science 

and technology talents. Such funds are included 

in the budget item of "1100208 settled subsidy 

incomes" and are settled at year end by the central 

and local government finances in 2018.

11.  M O F p u b l i sh e d  a  c i rc u l a r 
on disbursing subsidies for the 
free admission of science and 
technology museums in 2018

On May 10, MOF published a circular on disbursing 

subsidies for the free admission of science and 

technology museums in 2018, which provided the 

following. According to the Circular of China 

Science and Technology Association, the Publicity 

Department of CPC, and the Ministry of Finance 

on the Free Admission of Science and Technology 

Museums Nat ionwide,  to ensure the orderly 

functioning of free science and technology museums, 
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13. MOF published a circular on the 
deduction of corporate income tax for 
equipment and appliances

O n May 10 ,  MOF publ i she d  a  c i r c u l a r  on 

t he  deduc t ion of  cor pora t e  i ncome t a x  for 

equ ipment  and appl iances ,  wh ich prov ided 

the following. The equipment and appliances 

purchased by companies from January 1, 2018 to 

December 31, 2020, with a unit value of no more 

than 5 million RMB, are allowed to be included 

in the costs of the current period and deducted 

in the calculation of taxable income, and are no 

longer depreciated by the year; if the unit value 

exceeds 5 mill ion RMB, the Implementat ion 

Reg u la t ion s  o f  t he  Cor p ora te  In c ome Ta x 

Law, the Circular of the Ministry of Finance 

and the State Administrat ion of Taxat ion on 

Improving the Corporate Income Tax Policy for 

Accelerating the Depreciation of Fixed Assets, 

and the Circular of the Ministry of Finance and 

the State Administration of Taxation on Further 

Improving the Corporate Income Tax Policy for 

Accelerating the Depreciation of Fixed Assets 

shall be still abided by.

14. MOF published a circular on 
the pre-tax deduction of company 
expenses on employees’ education

On May 10, MOF published a circular on the pre-

the subsidies for the free admission of science and 

technology museums in 2018 are disbursed to relevant 

provinces (autonomous regions and municipalities) for 

making up the income loss from free admission and 

improving the exhibition. The subsidies are included 

in the budget item of “"1100208 settled subsidy 

incomes”" and are settled at year end by the central 

and local government finances in 2018.

12. MOF published a circular on the 
disbursement of rewards for fiscal 
management performance appraisal

On May 10, MOF published a circular on the 

disbursement of rewards for fiscal management 

per for mance appra isa l ,  wh ich prov ided the 

following. According to the Announcement of the 

General Office of the State Council on Providing 

Incentives for the Localities that Implement Major 

Policies to Good Effects in 2017 and the Measures 

for Fiscal Management Performance Appraisal and 

Incentives, the reward funds are disbursed to relevant 

provinces (autonomous regions and municipalities) 

and included in the budget item of "1100208 settled 

subsidy incomes". Relevant provinces (autonomous 

regions and municipalities) shall promptly disburse 

the reward funds to cities (prefectures) and counties 

(cities and districts), and urge them to strengthen the 

management of the use of reward funds and report 

to MOF (Budget Department) the progress of the use 

and distribution of funds before June 30.
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tax deduction of company expenses on employees’ 

education, which provided the following. First, the 

portion of incurred employee education expenditure 

that does not exceed 8% of the total salaries and 

wages is allowed to be deducted when the taxable 

income of corporate income tax is calculated; the 

portion that exceeds 8% is allowed to be deducted 

in the following tax years. Second, this circular is 

effective from January 1, 2018.

15. MOF published a circular on the 
central government’s transfer payment 
to local ethnic minority areas in 2018

On May 10, MOF published a circular on the 

central government’s transfer payment to local 

ethnic minority areas in 2018, which provided 

the following. First, to support the accelerated 

development of ethnic minority areas and improve 

the financial capacity of ethnic minority areas, 

and according to the Measures of the Central 

Government’s Transfer Payment to Local Ethnic 

Minority Areas, the central government’s transfer 

payment to local ethnic minority areas in 2018 

is disbursed to relevant provinces (autonomous 

regions and municipalities). Second, the relevant 

provinces (autonomous regions and municipalities) 

shall increase support to financially difficult 

areas. The finance authorities at the grass-roots 

level shall spend the transfer payment funds 

on compulsory education, medical care, social 

protection and other basic public services. In 

part icular,  they shal l  ensure that  the newly 

introduced policies intended to benefit people are 

well implemented in order to improve people’s 

livelihood and promote social harmony.

16. MOF published a circular on 
improving the implementation of 
projects for agricultural production and 
development

O n May 10 ,  MOF publ i she d  a  c i r c u l a r  on 

improving the implementation of projects for 

agricultural production and development, which 

provided the following. First , pursue quality 

and green agriculture. Implement the quality-

agriculture strategy and accelerate the shift of 

focus from quantity to quality. Further promote 

green and quality agriculture with specialty and 

brand, and adjust and optimize the structure of 

agricultural products and industr ies. Second, 

advance the supply-side st ructural reform of 

agriculture. Continuously promote the structural 

adjustment of agriculture, support the promotion 

of green and efficient technologies, lay a solid 

foundation for agricultural production capacity, 

ensure national food security, and increase the 

supply of quality and green agricultural products. 

Third, continuously optimize the fiscal support 

for agriculture. Improve the fiscal funding system 

for the implementation of the rural revitalization 
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st rateg y,  in novate the f inancia l  i nvest ment 

mechanism and utilization approach, and further 

increase the effectiveness of the use of funds.

17. MOF published a circular on the 
establishment of national modern 
agricultural industry parks in 2018

On May 10, MOF published a circular on the 

establishment of national modern agricultural 

indust r y parks in 2018, which provided the 

fol lowing. Fi rs t ,  the number of such parks. 

The number of nat ional modern agr icultural 

indust r y parks for 2018 wil l  be deter mined 

based on the total output value of agriculture, 

forestry, animal husbandry and fishery in each 

province (autonomous region and municipality) 

in 2016. The provinces (autonomous regions and 

municipalities) with a total output value of 600 

billion RMB or above will be allowed to apply 

for no more than 2 parks and those with a total 

output value of below 600 billion RMB will be 

allowed to apply for no more than 1 park. The 

cities with independent planning status will be 

included in the province’s quota and will apply 

under the province’s arrangement. Second, central 

government’s fiscal support policy. In light of the 

relevant factors of the industrial park, the central 

government will give appropr iate suppor t to 

identified national modern agricultural industry 

parks through rewards and subsidies.

18. MOF published a circular on 
the central government’s transfer 
payment to local resource-depleted 
cities in 2018

On May 11, MOF published a circular on the 

central government’s transfer payment to local 

resource-depleted cities in 2018, which provided 

the following. First, to support resource-depleted 

cities, independent industrial and mining areas, 

and subsidence areas caused by coal mining to 

resolve social tensions and promote economic 

transformation and development, the transfer 

payment funds for resource-depleted cities in 

2018 are now allocated to the relevant provinces 

(autonomous regions, municipalities, and cities 

with independent planning status), in line with 

the  Measures  o f  the  Centra l  Government ’s 

Tr a n s f e r  P a y m e n t  t o  L o c a l  R e s o u r c e s -

depleted Cit ies .  Second,  provincial  f inance 

authorities, in light of the development level 

and financial resources of resource-depleted 

cities, independent industrial and mining areas, 

and subsidence areas caused by coal mining, 

should  appropr ia te ly  increase  the  sca le  o f 

transfer payment and improve the allocation of 

transfer payment to sub-provincial governments, 

p r i o r i t i z i n g  t h e  r e s o u r c e - d e p l e t e d  c i t i e s 

faced with financial difficulties, independent 

industrial and mining areas with heavy tasks of 

transformation and development, and subsidence 

areas caused by coal mining.
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19. MOF published a circular on 
the pre-disbursement of the central 
government’s additional equalization 
payment to local governments in 2018

On May 11, MOF published a circular on the pre-

disbursement of the central government’s additional 

equalization payment to local governments in 

2018, which provided the following. First, in order 

to expedite the pace of expenditure, according to 

the annual budget approved by the 1st Meeting 

of the 13th Nat ional People’s Congress , the 

additional equalization payment (excluding items 

governed by separate rules) in 2018 are now pre-

disbursed to the relevant provinces (autonomous 

regions and municipalities). Second, the relevant 

provinces (autonomous regions and municipalities) 

should promptly allocate to local governments the 

equalization payment from the central government, 

and the funds should be primarily spent on basic 

public services and other needs. All provinces 

(autonomous regions and municipalities) should 

report to MOF by June 30, 2018 on the methods for 

and the results of the distribution of funds to cities 

and county-level governments.

20. MOF published a circular on 
improving the housing provident 
fund contribution mechanism to 
further reduce the business costs

On May 15, MOF published a circular on improving 

the housing provident fund contribution mechanism 

to f u r ther reduce the business costs ,  which 

provided the following. First, extend the policy 

of appropriately lowering the housing provident 

fund contribution rate for enterprises. After the 

expiry of the local policies introduced in 2016 for 

appropriately lowering the housing provident fund 

contribution rate for enterprises, those policies 

may be extended until April 30, 2020. Second, 

effectively regulate the ceiling for housing provident 

fund contribution. The monthly salary base for 

the contribution of housing provident fund shall 

not exceed 3 times the average monthly salary of 

employees in the previous year announced by local 

urban statistics authorities. Otherwise, the monthly 

salary base shall be readjusted. Third, increase the 

range for the adjustment of the housing provident 

fund contribution rate. The lower limit is set at 

5%. The upper limit is determined by each region 

according to the prescribed procedures, and shall not 

exceed 12%.

21. MOF published a circular on the 
disbursement of budgeted subsidies 
for teachers covered in the "Three-
area Talent Program" in 2018

On May 15, MOF published a circular on the 

disbursement of budgeted subsidies for teachers 

covered in the "Three-area Talent Program" in 
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2018, which provided the following. First, the 

budgeted subsidies of the relevant provinces 

(autonomous regions and municipal it ies) for 

volunteer teachers in compulsor y educat ion 

schools  i n  2018 a re  used for  f u nd ing work 

subsidies, transportation expenses, and accident 

insurance of volunteer teachers. The income 

falls into the "1100208 settled subsidy income" 

of 2018. Second, in parallel with the "Three-area 

Talent Program", starting from the fall semester 

of 2018, the first phase of the "silver-age lecturing 

prog r a m" w i l l  a l so  be  lau nched ,  a nd pi lo t 

projects be carried out in some provinces. The 

central government will provide subsidies for the 

volunteer teaching of retired teachers.

22. MOF published a circular on 
the implementation of the livestock 
and poultr y manure ut i l izat ion 
project in 2018

On May 16, MOF published a circular on the 

implementation of the livestock and poultry manure 

utilization project in 2018. First, raise the county-

wide livestock and poultry manure utilization rate 

to over 90%, and the manure treatment equipment 

coverage rate to 100% in large-scale farms; raise 

the province and municipality-wide livestock and 

poultry manure utilization rate to over 75%, and 

the manure treatment equipment coverage rate to 

95% in large-scale farms. Second, in the allocation 

of central government’s rewards and subsidies, the 

project counties with a pig number equivalent of 

500,000 or less will receive up to 35 million RMB; 

the project counties with a pig number equivalent 

of 517,000 to 700,000 will receive up to 40 million 

RMB; and project counties with a pig number 

equivalent of 710,000 to 999,000 will receive up to 

45 million RMB.

23. MOF published a circular on 
the tax policies of venture capital 
companies and individual angel 
investors

On May 16, MOF published a circular on the 

tax policies of venture capital companies and 

individual angel investors. First, a corporate 

v e n t u r e  c a p i t a l  c o m p a n y  t h a t  h a s  m a d e 

direct equity investment in any scientific and 

technological enterprise at the seed stage or start-

up stage for two years or more may claim a tax 

credit of 70% of its investment amount against the 

taxable income of the venture capital enterprise 

in the year when the equities have been held for 

two years; if the amount of allowable tax credit 

is not fully utilized in that year, the balance can 

be carried forward to the following tax years.

Second, an individual angel investor that has made 

direct equity investment in any scientific and 

technological enterprise at the seed stage for two 

years or more may claim a tax credit of 70% of 
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the investment amount against the taxable income 

he or she obtains from the transfer of the equities 

of the scientific and technological enterprise at 

the start-up stage; if the amount of allowable tax 

credit is not fully utilized in that year, the balance 

can be carried forward to the following tax years 

when he or she obtains the taxable income from 

the transfer of the equities of the scientific and 

technological enterprise at the start-up stage.

24. MOF published a circular on 
the Measures for the Performance 
A s s e s s m e n t  o f  Lo c a l  B u d g e t 
Expenditure Pace

On May 16, MOF published a circular on the 

Measures for the Performance Assessment of Local 

Budget Expenditure Pace, which provided the 

following. First, the assessment will be conducted 

on a monthly basis, and be carried out from April 

to December in each year. Second, the assessment 

results of the expenditure pace of general public 

budget and government-managed fund budget and 

local public finance performance are ranked in a 

descending order, and the assessment results of the 

revival of surplus and carryover funds of general 

public budget, government-managed fund budget 

and departmental budget are ranked in an ascending 

order. Third, if the same aspect of a locality’s 

performance assessment ranks in the bottom five 

for three consecutive times, the provincial finance 

department shall submit an improvement plan to 

MOF within five working days after the results of 

the assessment are announced.

25. The State Council decided on 
measures to further cut logistics 
costs of the real economy

On May 16, Premier Li Keqiang presided over 

an execut ive meet ing of  the State  Counci l , 

which provided the following. First, from May 1, 

2018 to December 31, 2019, the urban land use 

tax on the land leased by logistics companies 

as bulk commodity storage facilities will be 

halved. At the same time, from July 1, 2018 to 

June 30, 2021, vehicle purchase tax levied on 

trailers will be halved. Second, before the end 

of this year, the annual examination, inspection 

and exhaust  emission test ing of  t rucks wil l 

be merged. The certification and licensing of 

freight vehicle will be merged, and the models 

that do not undergo changes of key structural 

parameters will be subject to record filing. The 

professional qualification and vehicle operating 

license for general cargo services of 4.5 tons 

and less will  be abolished. Cross-provincial 

inspections on freight vehicles will be carried 

out. Third, expressway toll stations on provincial 

borders will be phased out. The procedures for 

the establishment of branch offices of logistics 

companies will be simplified.
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26. MOF published the Measures 
of Using Central Special Lottery 
Public Welfare Funds to Support 
the Poverty-Relief Funds of Old 
Revolutionary Areas

On May 17, MOF published the  Measures of 

Using Central Special Lottery Public Welfare 

Funds to Support the Poverty-Relief Funds of Old 

Revolutionary Areas, which provided the following. 

First, the lottery public welfare funds that are included 

in overall planning and consolidation shall be 

managed in accordance with the related requirements 

for implementing the pilot work of consolidating 

agriculture-related funds in poor counties. For the 

old revolutionary areas and counties that are not 

covered by the pilot consolidation program, more 

efforts should be made to coordinate lottery public 

welfare funds with general public budgets and other 

funds, and the same project should not be supported 

twice. Second, after receiving disbursed funds, the 

provincial finance and poverty alleviation authorities, 

they shall study and determine the fund allocation 

plan within 30 days, report the plan to MOF and 

the State Council Leading Group Office of Poverty 

Alleviation and Development for record-keeping, and 

allocate the funds to counties timely.

27. MOF published a circular on 
improving the market discipline 
mechanism and strictly guarding 

against the risks of foreign debts 
and local government debts

On May 17, MOF published a circular on improving 

the market discipline mechanism and strictly guarding 

against the risks of foreign debts and local government 

debts, which provided the following. First, companies 

that intend to borrow medium and long-term foreign 

debts must engage in physical operations, fully 

demonstrate the necessity, feasibility, and economic and 

financial sustainability of issuing foreign debts, and at the 

same time, make debt repayment and service plan on the 

basis of their own credit conditions. Second, companies 

that intend to borrow medium and long-term foreign 

debts must establish a sound and regulated corporate 

governance structure, decision-making mechanism 

and financial management system. Third, investment 

projects supported by money raised from foreign 

debts must establish a market-based investment return 

mechanism, and generate sustained, stable, reasonable 

and feasible financial income. Fourth, companies that 

intend to borrow medium and long-term foreign debts 

should carry out well-regulated information disclosure.

28. MOF published the Measures for 
the Supervision and Administration 
of State-owned Equities in Public 
Listed Companies

On May 18, MOF published the Measures for the 

Supervision and Administration of State-owned 
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Equities in Public Listed Companies, which provided 

the following. First, the reasonable proportion of 

shares held by state-owned controlling shareholders 

(when entities have the same controller as the state-

owned controlling shareholders, the proportion 

of their holdings should be combined) shall be 

determined by the state-funded enterprises and be 

reported to the state-owned assets supervision and 

administration agencies for record keeping. The 

specific measures for determining the reasonable 

proportion of shareholdings shall be formulated 

separately by state-owned assets supervision and 

administration agencies at or above the provincial 

level. Second, the changes to the state-owned 

equities of public listed companies should be 

reasonably priced based on the public trading 

prices in the securities market, trading prices of 

comparable company stocks, and net asset value per 

share. Third, if the state-owned shareholders intend 

to publicly transfer the shares of the public listed 

companies, they shall inform the listed companies 

in writing after the completion of internal decision-

making procedures. The public listed companies 

shall make disclosure in accordance with the laws 

and make an announcement.

29. MOF published the Preliminary 
I m p l e m e n t a t i o n  P l a n  f o r  t h e 
Minimum Purchase Price of Wheat 
and Rice

On May 22, MOF published the Preliminary 

Implementation Plan for the Minimum Purchase 

Price of Wheat and Rice, which provided the 

following. First, the wheat plan will be implemented 

in six provinces of Hebei, Jiangsu, Anhui, Shandong, 

Henan, and Hubei from June 1 to September 30. 

Second, within the specified implementation area 

and time, when the purchase price in the grain 

market continues to be lower than the minimum 

purchase price announced by the state for three 

days, the branches of Sinograin, together with 

the provincial food and price authorities, will 

put forward proposals for the implementation of 

the plan, and the plan will be implemented in the 

qualified areas after the approval of the State Grain 

and Reserves Administration. Third, the grain 

subject to the implementation of this plan shall be 

produced in the current year and meet the national 

standard of grade three or above. Those at grade four 

or below shall be purchased in a market-based way 

by the local government.

30. MOF published a circular on 
continuing to implement the relevant 
land appreciation tax policies for the 
restructuring and reorganization of 
enterprises

On May 22, MOF published a circular on continuing 

to implement the relevant land appreciation tax 

policies for the restructuring and reorganization of 
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enterprises, which provided the following. First, 

when non-corporate enterprises are restructured into 

limited liability companies or joint stock limited 

companies, and when limited liability companies 

( joint stock limited companies) are restructured 

into joint stock limited companies (limited liability 

companies), the transfer of state-owned land use 

rights, ground buildings and their attachments to 

the restructured enterprises will be temporarily 

exempted from land appreciation tax. Second, if 

two or more enterprises are merged into one and 

the original enterprises’ investment entity survives, 

the merged enterprise will be temporarily exempted 

from land appreciation tax when it receives the 

transfer of real estate.

31. The Customs Tariff Commission 
of the State Council published an 
announcement on reducing the 
import tariffs on automobiles and 
auto parts and components

On May 22, the Customs Tariff Commission of 

the State Council published an announcement on 

reducing the import tariffs on automobiles and auto 

parts and components, which provided the following. 

In order to further expand reform and opening up, 

advance supply-side structural reforms, promote 

the transformation and upgrading of the automobile 

industry, and meet the people’s consumption needs, 

starting from July 1, 2018, the import tariffs on 

automobiles and auto parts and components will be 

reduced. 135 types of tariffs for automobiles will 

drop from 25 percent to 15 percent, while 4 types 

of tariffs of 20 percent will also be lowered to 15 

percent. In addition, 79 types of tariffs for auto parts 

will fall to 6 percent, from the previous levels of 8, 

10, 15, 20 and 25 percent.

32. The State Council decided to 
step up spending on education in 
poor regions and weak areas

On May 23, Premier Li Keqiang presided over 

an executive meeting of the State Council, which 

provided the following. First, the central government 

will allocate an additional 7 billion RMB from 2018 to 

2020 to support poverty alleviation through education 

in the "three regions and three prefectures". The 

central budget will increase support for improvements 

of educational facilities in poverty-stricken counties 

and ethnic autonomous counties. Second, the central 

government has made an additional transfer payment 

of 13 billion RMB in this year for compulsory 

education and vocational education in the central and 

western regions, poverty-stricken areas, and rural 

areas. Third, the number of teachers of the "special 

teaching Program" increases 10,000 with a focus on 

the impoverished areas. Fourth, gradually raise the 

average salary of compulsory education teachers to 

a level no less than the average salary of local civil 

servants and standardize the staffing of teachers. 
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Provide subsidies for rural teachers and strengthen 

the training of rural teachers in remote and poverty-

stricken areas.

33. MOF published a circular on 
launching the  comprehensive 
d e m o n s t r a t i o n  p r o g r a m  o f 
e-commerce in rural areas in 2018

On May 28, MOF published a circular on launching 

the comprehensive demonstration program of 

e-commerce in rural areas in 2018, which provided 

the following. First, the program in 2018 will 

continue to tilt toward poor areas. Specifically, it 

includes national key counties for poverty alleviation 

and development, concentrated contiguous counties 

with special hardship (except the previously 

supported counties), the former central soviet areas 

in Jiangxi, Fujian and Guangdong, as well as the 

underdeveloped old revolutionary base counties in 

the Zuoyoujiang area, Dabieshan area, the area of 

Shaanxi, Gansu and Ningxia, the area of Sichuan 

and Shaanxi, the area of Hunan, Hubei and Jiangxi, 

the area of Taihang, and the area of Hailufeng as 

identified in the State Council’s 13th Five Year Plan 

for Poverty Alleviation (except municipal districts 

and previously counties supported). Second, promote 

the online sales of rural products. The percentage 

of central government funds that support the online 

sales of rural products shall be, in principle, not less 

than 50%. Third, improve the rural public service 

system. The construction of public service centers 

should adhere to the principles of practicality and 

economy, and the proportion of funds used should 

not exceed 15% in principle.

34. MOF published the Measures for 
the Performance-based Management 
of Funds for Poverty Alleviation 
Projects

On May 28, MOF published the Measures for 

the Performance-based Management of Funds 

for Poverty Alleviation Projects, which provided 

the following. First , MOF, the State Council 

Leading Group Office of Poverty Alleviation and 

Development, and the National Development and 

Reform Commission are responsible for the overall 

performance-based management of funds for poverty 

alleviation projects. The city and county-level 

finance authorities shall undertake performance-

based management throughout the process of the 

preparation, implementation, and final accounts of 

budget related to the funds for poverty alleviation 

projects. Second, the relevant departments and fund-

using units at the city and county level should set 

performance targets for poverty alleviation funds 

when preparing annual department budgets and unit 

budgets. Third, the city and county-level finance 

authorities will review the performance targets 

of the poverty reduction projects compiled by the 

relevant departments in accordance with relevant 
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national policies and poverty alleviation plans, 

including the necessity and feasibility of the project, 

the correlation between the performance targets 

and the poverty reduction goals, the rationality 

and measurability of performance indicators, the 

compatibility with funds, etc.

35. MOF published a circular on the 
nationwide rollout of the corporate 
income tax policy for technologically 
advanced service enterprises in 
the pilot regions for service trade 
innovation and development

On May 29, MOF published a circular on the 

nationwide rollout of the corporate income tax 

pol icy for technological ly advanced ser vice 

enterprises in the pilot regions for service trade 

innovation and development, which provided the 

following. First, starting from January 1, 2018, the 

enterprises recognized as technologically advanced 

service enterprises (service trade type) would 

enjoy a reduced corporate income tax rate of 15%.

Second, the criteria for the technologically advanced 

service enterprises (service trade type) mentioned 

in this circular shall be enforced according to the 

relevant provisions of the Circular of MOF, the 

State Administration of Taxation, the Ministry of 

Commerce, the Ministry of Science and Technology, 

and the Nat ional  Development and Reform 

Commission on the Nationwide Rollout of the 

Corporate Income Tax Policy for Technologically 

Advanced Service Enterprises.

36. The State Council decided on 
measures to make more effective 
use of foreign capital

On May 30, Premier Li Keqiang presided over 

an executive meeting of the State Council, which 

provided the following. First, broaden market 

access. Implement the commitments to cancel 

or relax restr ictions on foreign investment in 

manufacturing industries such as automobiles, 

ships and airplanes. Improve the qualified foreign 

investor regime, actively bring in foreign traders 

to participate in futures transactions such as crude 

oil and iron ore, and support foreign f inancial 

institutions in participating in the underwriting of 

local government bonds. Second, raise the level 

of investment facilitation against international 

benchmark. Complete the revision of the negative 

list of foreign investment approvals before July 1 of 

this year. Delegate the establishment and change of 

foreign-funded enterprises with a total investment 

of less than 1 billion USD in the list to the provincial 

government for approval and management. Third, 

protect the legitimate rights and interests of foreign 

investors. Crack down on infringement of rights and 

counterfeiting, substantially increase the upper limit 

of statutory compensation for intellectual property 

right infringement.
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37. MOF published a circular on the 
development of a modern supply 
chain system in logistics area in 2018

On May 31, MOF published a circular on the 

development of a modern supply chain system in 

logistics area in 2018, which provided the following. 

First, strengthen the construction of logistics 

infrastructure and reinforce the foundation of supply 

chain development. Give play to the basic and leading 

role of logistics, strengthen the construction of the 

logistics infrastructure with strong public service 

nature, improve the efficient distribution system in 

urban and rural areas, and promote the transformation 

of logistics companies into supply chain service 

providers. Second, develop unitized circulation 

and improve the standardization of supply chain. 

Accelerate the use of standard pallets with uniform 

specifications and quality in the applicable fields, 

and promote the compatibility of logistics carrier 

standards such as packing containers, circulation 

containers (baskets), freight vehicles, and containers. 

Third, focus on key industries and increase the level 

of supply chain synergy. Fourth, promote the green 

technology model and make the supply chain greener.

38. MOF published an announcement 
on the reduction of vehicle purchase 
tax on trailers

On May 31, MOF published an announcement on 

the reduction of vehicle purchase tax on trailers, 

which provided the following. First, from July 1, 

2018 to June 30, 2021, vehicle purchase tax on the 

purchase of trailers will be halved. The purchase 

date shall be determined according to the date 

indicated in the General Invoice for Sales of Motor 

Vehicles, Customs Duties Payment Form or other 

valid certificates. Second, administer the trailer 

products by labeling the vehicles with vehicle 

purchase tax deduction. Third, enterprises and 

individuals labeled with tax deduction for trailers 

in the Motor Vehicle Qualification Certificate or 

Imported Motor Vehicle Electronic Information 

Form shal l  ensure  that  the  vehic le  product 

information is consistent with the certificate’s 

information or the vehicle’s electronic information.

39. MOF published a circular on 
the personal income tax policy for 
scientific and technical personnel 
obta in ing  cash incent ives  for 
commercialization of scientific and 
technological findings made on the job

On May 31, MOF published a circular on the 

personal income tax policy for scientif ic and 

technical personnel obtaining cash incentives for 

commercialization of scientific and technological 

f indings made on the job, which provided the 

following. First, the non-profit R&D institutions 

established in accordance with laws and the 
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institutions of higher learning, consistent with the 

provisions of the Law of the People’s Republic of 

China on Promoting the Commercialization of 

Scientific and Technological Findings, may offer 

their scientific and technical personnel the cash 

incentives generated by the commercialization of 

scientific and technological findings made on the job, 

and 50% of such cash incentives may be included 

into the monthly salary and remuneration income of 

scientific and technical personnel and be liable for 

personal income tax. Second, non-profit scientific 

research institutions and colleges and universities, 

when offering cash incentives to scientif ic and 

technical personnel, shall withhold and pay personal 

income tax on behalf of their staff and file records 

with the tax authorities in accordance with the 

regulations. Third, this circular will come into effect 

on July 1, 2018.

40. The State Council Customs 
Tarif f Commission published an 
announcement on reducing import 
tariffs on daily consumer goods

On May 31, the State Council Customs Tariff 

Commission publ ished an announcement on 

reducing import tariffs on daily consumer goods, 

which provided the following. In order to further 

meet the people’s needs for a better life, promote 

supply-side structural reforms, and actively increase 

openness, starting from July 1, 2018, the most-

favored-nation (MFN) tariff rate for imported 

consumer goods involving 1,449 tax items will be 

reduced. As a result of the MFN rate adjustment, 

starting from July 1, 2018, the provisional MFN 

rates of 210 imported goods will be abolished, and 

the provisional rates for other products will continue 

to be implemented.

Ⅱ.Facts & Figures

1. The total profits of industrial 
enterprises above designated size 
in China rose by 11.6% year on year 
from January to March

The data published by the National Bureau of Statistics 

(NBS) on April 27 showed that from January to March, 

the profits of industrial enterprises above designated 

size in China totaled 1.55332 trillion RMB, up by 

11.6% year on year. By types of ownership, the figure 

stood at 476.29 billion RMB for state-controlled 

ones, up by 23.1% year on year; 5.73 billion RMB for 

collectively owned ones, up by 10%; 1.08893 trillion 

RMB for joint-stock ones, up by 16.2%; 373.8 billion 

RMB for foreign and Hong Kong, Macau and Taiwan 

invested ones, down by 0.9%; and 431.68 billion RMB 

for private ones, up by 8.8%. By sectors, the figure 

stood at 137.54 billion RMB for the mining sector, up 

by 36.1% year on year; 1.30372 trillion RMB for the 
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manufacturing sector, up by 8.2%; 112.06 billion RMB 

for the electricity, heating, gas and water production 

and supply sector, up by 30.4%.

2. China’s PMI in April was 51.4%

The data published by NBS on April 30 showed that 

China’s manufacturing PMI in April was 51.4%, 

down by 0.1 percentage point month on month. 

In breakdown of enterprises, PMI was 52.0% for 

large-sized ones, down by 0.4 percentage point 

month on month; 50.7% for medium-sized ones, 

up by 0.3 percentage point month on month; and 

50.3% for small-sized ones, up by 0.2 percentage 

point month on month. In specif ic terms, the 

production index was 53.1%, staying flat month on 

month; the new order index was 52.9%, down by 0.4 

percentage point month on month; the raw material 

inventory index was 49.5%, down by 0.1 percentage 

point month on month; the employee index was 

49.0%, down by 0.1 percentage point month on 

month; and the supplier delivery time index was 

50.2%, up by 0.1 percentage point month on month.

3. China’s CPI rose by 1.8% year on 
year in April

The data released by NBS on May 10 showed that 

China’s CPI rose by 1.8% year on year in April, and 

down by 0.2% month on month, among which, CPI 

rose by 1.8% year on year in urban areas, and down 

by 0.2% month on month, and rose by 1.7% year 

on year in rural areas, and down by 0.3% month on 

month. CPI went up by 0.7% year on year for food 

and down by 1.9% month on month; went up by 2.1% 

year on year for non-food and up by 0.2% month 

on month; increased by 1.3% year on year for 

consumer goods and went down by 0.5% month on 

month; increased by 2.6% year on year for services, 

and up by 0.3% month on month. 

4. China’s PPI rose by 3.4% year on 
year in April

The data released by NBS on May 10 showed that 

China’s PPI in April rose by 3.4% year on year, and 

down by 0.2% month on month. The price of the 

means of production jumped by 4.5% year on year, 

and down by 0.2% month on month; specifically, 

the figure surged by 6.1% year on year in the mining 

industry, and down by 0.2% month on month; rose 

by 5.7% year on year in the raw material industry, 

and down by 0.1% month on month; went up by 3.9% 

year on year in the processing industry, and down 

by 0.2% month on month. The price of the means of 

consumption rose by 0.1% year on year, and down 

by 0.1% month on month; specifically, the figure rose 

by 0.1% year on year for food, and down by 0.1% 

month on month; increased by 0.2% year on year for 

apparel, and down by 0.2% month on month; rose by 

0.9% year on year for daily necessities, and stayed 
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flat month on month; and fell down by 0.6% year on 

year for durable consumer goods, and down by 0.2% 

month on month.

5. Revenue under China’s general 
public budget increased by 11% year 
on year in April

The data released by MOF on May 14 showed 

t ha t  r evenue u nde r  Ch i na’s  gene r a l  publ ic 

budget totaled 1.8473 trillion RMB in April, up 

by 11% year on year, among which, revenue at 

the central government level was 918.8 billion 

RMB, up by 12.5% year on year; revenue at the 

local government level was 928.5 billion RMB, 

up by 9.5% year on year. Expenditure under 

China’s general public budget was 1.4696 trillion 

RMB, up by 8.2% year on year, among which, 

expenditure at the central government level was 

292.7 billion RMB, up by 9.4% year on year; 

expenditure at the local government level was 

1.1769 trillion RMB, up by 7.8% year on year.

6. The value-added of industrial 
enterprises above a designated size 
went up by 7.0% year on year in April

The data published by NBS on May 15 showed 

that the value-added of industr ial enterprises 

above designated size went up by 7.0% year 

on year and 0.61% month on month in April. 

Specifically, there was a decrease of 0.2% year 

on year in the mining sector, an upswing of 7.4% 

in the manufacturing sector, and an upsurge of 

8.8% in the electricity, heating, gas and water 

sector. By enterprises of different ownership, 

there was an increase of 7.7% year on year in 

state-controlled enterprises, a decrease of 6.4% 

in collectively owned enterprises, an increase of 

7.1% in joint-stock enterprises, and an upsurge of 

6.8% in foreign-invested and Hong Kong, Macau 

and Taiwan enterprises. By regions, there was an 

increase of 8.4% in the eastern region, 7.5% in 

the central region, 5.2% in the western region and 

5.8% in the northeastern region.

7. China’s fixed asset investment 
(exc l u d i n g  r u r a l  h o u se h o l d s) 
increased by 7% year on year from 
January to April

The data published by NBS on May 15 showed 

that China’s fixed asset investment (excluding 

rural households) totaled 15.4358 trillion RMB 

in the first 4 months of 2018, up by 7% year on 

year and 0.52% month on month. By industries, 

the primary industry investment was 459.1 billion 

RMB, up by 16.8% year on year; the secondary 

industry investment was 5.596 trillion RMB, up 

by 2.5% year on year; and the tertiary industry 

investment was 9.3807 trillion RMB, up by 9.3% 
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year on year. By regions, the eastern region’s 

investment rose by 5.7% year on year; the central 

region’s investment rose by 9.8% year on year; 

the western region’s investment rose by 7.2% year 

on year; and the northeastern region’s investment 

increased by 3.4% year on year. By types of 

registered enterprises, the investment of domestic 

firms was up by 7.8% year on year; the investment 

of Hong Kong, Macau and Taiwan firms went 

down by 5.6% year on year; and the investment of 

foreign firms was down by 5.1% year on year.

8. China’s real estate development 
investment increased by 10.3% 
year on year in nominal terms from 
January to April

The data published by NBS on May 15 showed that 

China’s real estate development investment reached 

3.0592 trillion RMB, an increase of 10.3% year on 

year in nominal terms, in the first 4 months of 2018. 

By regions, the real estate development investment 

was 1.7181 trillion RMB in the eastern region, up by 

11.3% year on year; 660.4 billion RMB in the central 

region, up by 14.8% year on year; 598 billion RMB 

in the western region, up by 3.2% year on year; and 

82.7 billion RMB in the northeastern region, up by 

10.7% year on year. The real estate development 

companies’ available funding reached 4.8192 trillion 

RMB, up by 2.1% year on year; among which, the 

domestic loans were 863.7 billion RMB, down by 

1.6% year on year; foreign capital was 1.7 billion 

RMB, down by 77.6% year on year; self-funding 

was 1.4894 trillion RMB, up by 4.8% year on year; 

advance payment was 1.4987 trillion RMB, up by 

8.3% year on year; and personal mortgage loans 

were 714.8 billion RMB, down by 6.7% year on year.

9. China’s retail sales of consumer 
goods went up by 9.4% year on year 
in nominal terms in April

The data published by NBS on May 15 showed that 

retail sales of consumer goods in April totaled 2.8542 

trillion RMB, up by 9.4% year on year in nominal 

terms. The retail sales of urban areas totaled 2.4528 

trillion RMB, up by 9.2% year on year; and the retail 

sales of rural areas amounted to 401.4 billion RMB, up 

by 10.6%. In addition, catering revenues amounted to 

302.4 billion RMB, up by 9.6% year on year; and retail 

sales of goods reached 2.5517 trillion RMB, up by 9.4% 

year on year.

10. China issued 301.8 billion RMB of 
local government bonds in April

The data published by MOF on May 16 showed 

that 301.8 billion RMB of local government bonds 

were issued in April, among which, 221 billion 

RMB were general bonds and 80.8 billion RMB 

were special bonds. In terms of the outstanding 
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local government debts, as of the end of April 

2018, nationwide outstanding local government 

debts amounted to 16.6101 trillion RMB, among 

which, general debts were 10.4355 trillion RMB, 

and special debts were 6.1746 trillion RMB; 

government bonds were 15.2661 trillion RMB, 

and the stock of government debts that are not in 

the form of government bond amounted to 1.344 

trillion RMB.

11. The operating incomes of SOEs 
increased by 9.7% from January to 
April

The data published by MOF on May 24 showed 

that  the operat ing incomes of  SOEs totaled 

17.50025 trillion RMB from January to April, up 

by 9.7% year on year, among which, the figure 

for central SOEs was 10.29517 trillion RMB, up 

by 9.5% year on year, and the figure for local 

SOEs was 7.20508 trillion RMB, up by 10.1% 

year on year. The operating costs of SOEs totaled 

16.83152 trillion RMB, up by 9.2% year on year, 

among which, the figure for central SOEs was 

9.75786 trillion RMB, up by 8.9% year on year, 

and the figure for local SOEs was 7.07366 trillion 

RMB, up by 9.7% year on year. The profits of 

SOEs totaled 1.00549 trillion RMB, up by 18.4% 

year on year, among which, the figure for central 

SOEs was 692.94 billion RMB, up by 19.1% year 

on year, and the figure for local SOEs was 312.55 

billion RMB, up by 16.9% year on year. The 

payable taxes of SOEs totaled 1.50756 trillion 

RMB, up by 8.9% year on year, among which, 

the figure for central SOEs was 1.09487 trillion 

RMB, up by 7% year on year, and the figure 

for local SOEs was 412.69 billion RMB, up by 

14.2% year on year.

12 .  The  to t a l  p rof i t s  o f  ma jor 
industrial enterprises in China rose 
by 15% year on year from January to 
April

The data published by NBS on May 27 showed 

that from January to April, the profits of major 

industrial enterprises in China totaled 2.12717 

trillion RMB, up by 15% year on year. By types 

of ownership, the figure stood at 627.03 billion 

RMB for state-controlled ones, up by 26.2% 

year on year; 7.53 billion RMB for collectively 

owned ones, up by 9.6%; 1.4919 trillion RMB 

for  jo in t - s tock  ones ,  up  by  19 .1%;  520 .57 

b i l l i on  RMB fo r  fo r e ign  and  Hong  Kong , 

Macau and Taiwan invested ones, up by 4.4%; 

and 590.29 billion RMB for private ones, up by 

11.5%. By sectors, the figure stood at 184.84 

billion RMB for the mining sector, up by 39% 

year on year;  1.79637 tr i l l ion RMB for the 

manufacturing sector, up by 12%; 145.96 billion 

RMB for the electricity, heating, gas and water 

production and supply sector, up by 28.7%.
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13. China’s lottery sales totaled 
41.705 billion RMB in April

The data released by MOF on May 30 showed that 

nationwide lottery sales in April were 41.705 billion 

RMB, up by 9.0% year on year. By type, the lotto 

lottery sales were 24.954 billion RMB, up by 6.8% 

year on year; the toto lottery sales were 10.785 

billion RMB, up by 23.3% year on year; the instant 

lottery sales were 1.877 billion RMB, down by 

14.8% year on year; the video lottery sales were 4.079 

billion RMB, up by 4.4% year on year; and the keno 

lottery sales were 11 million RMB, down by 31.9% 

year on year. By regions, the lottery sales in 26 

provinces registered increase, among them, the sales 

rose by 578 million RMB in Jiangsu, 379 million 

RMB in Jiangxi, 376 million in Hunan, 315 million 

RMB in Henan and 292 million RMB in Hebei.

14. China’s PMI in May was 51.9%

The data published by NBS on May 31 showed 

that China’s PMI in May was 51.9%, up by 0.5 

percentage point month on month. In a breakdown 

of enterprises, PMI was 53.1% for large-sized ones, 

up by 1.1 percentage points month on month; 51.0% 

for medium-sized ones, up by 0.3 percentage point 

month on month; and 49.6% for small-sized ones, 

down by 0.7 percentage point month on month. In 

specific terms, the production index was 54.1%, 

up by 1 percentage point month on month; the new 

order index was 53.8%, up by 0.9 percentage point 

month on month; the raw material inventory index 

was 49.6%, up by 0.1 percentage point month on 

month; the employee index was 49.1%, up by 0.1 

percentage point month on month; and the supplier 

delivery t ime index was 50.1%, down by 0.1 

percentage point month on month.

Ⅲ .MOF Events

1. On April 26, Vice Finance Minister Cheng 

Lihua attended the 13th ASEM Finance Ministers’ 

Meeting.

2. On April 27, Finance Minister Liu Kun met 

with Kazakh Finance Minister Bakhyt Sultanov in 

Beijing.

3. On May 4, Vice Finance Minister Yu Weiping 

met with Takehiko Nakao, President of the Asian 

Development Bank, during the 51st Annual Meeting 

of the Asian Development Bank.

4. On May 4, Vice Finance Minister Liu Wei visited 

the site of the reception window for handling 

complaints of government procurement.

5. On May 7 and 8, Assistant Finance Minister Xu 

Hongcai took part in the seminar on establishing a 
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national mechanism for government to report to the 

Standing Committee of the People’s Congress on the 

management of state-owned assets.

6. On May 12, Vice Finance Minister Cheng 

Lihua inspected the monitoring center of national 

accounting professional and technical qualification 

examination.

7. On May 16, Vice Finance Minister Hu Jinglin met 

with the officials seconded to MOF in 2018 from the 

western regions and other ethnic minority areas.

8. On May 18, Vice Finance Minister Cheng Lihua 

visited the Beijing National Accounting Institute.

Ⅳ.Local Finance

1. The Finance Bureau of Chifeng City 
strengthened investment review

According to the news released by the Finance 

Depar tment of Inner Mongol ia Autonomous 

Region on Apr i l  28,  the Finance Bureau of 

Chifeng City has strengthened the internal review 

mechanism for f iscal investment ,  increased 

supervision of government-invested projects, and 

improved the efficiency of the use of fiscal funds. 

First, strictly regulate the review system. Revise 

and improve relevant management measures, 

standardize the fiscal investment review process, 

ensure the quality and timeliness of review, and 

institutionalize and standardize fiscal investment 

review. Second, improve the review mechanism. 

(1) Implement the three-stage cascade review 

system featuring preliminary review, verification, 

and the director’s review to ensure the quality 

of review. (2) Establish a three-in-one pricing 

mechanism that involves budget estimate, phone 

inquiry and f ield inquiry to ensure objective 

and fair review. (3) Strengthen the mechanism 

of selective inspection of third-par ty review, 

especially for major, complex or controversial 

projects.Third, st rengthen the whole-process 

fol low-up and review. Organize special ized 

forces to track and review key social projects, 

fully utilize investment review to improve the 

efficiency of the use of fiscal funds, and improve 

the accountability system for accidents and the 

information release system. Strictly supervise 

the project construction process to ensure that 

the review is conducted in accordance with the 

established rules. Fourth, increase the training on 

review. Comprehensively improve the professional 

level of evaluators, and enhance evaluators’ 

professional level and skills through various forms 

such as centralized t raining, to bet ter enable 

evaluators to comply with laws, regulations, and 

conduct scientific and standardized practices.
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2 .  T h e  F i n a n c e  D e p a r t m e n t 
o f  Henan Prov inc e  d eve lop ed 
innovative approach to government 
procurement management

According to the news released by the Finance 

Department of Henan Province on May 2, the 

f inance author it ies of Henan have simplif ied 

procedures, and promoted law-based procurement 

to actively optimize the government procurement 

work. First, focus on streamlining the administration 

to optimize the government procurement process. 

(1) Simplify the government procurement process, 

cancel the intranet approval process for government 

procurement budget, improve the approval process 

for the change of government procurement methods, 

and merge the contract publication and contract filing 

process. (2) Effectively improve the procurement 

of scientif ic research equipments. Establish a 

self-purchase mechanism for the procurement of 

scientific research apparatus and equipments, and 

delegate the authority to universities and research 

institutes regarding the change of procurement 

methods and purchase of imported equipments. 

Second, improve the government procurement 

management system. (1) Include all government 

procurement projects into the provincial public 

resource trading platform. (2) Improve complaint 

handling mechanisms and establish mechanisms for 

reporting, reviewing and mediating complaints. (3) 

Improve the management of experts, and regulate 

the behavior of the evaluation experts and their 

remuneration payment. Third, innovate the carriers 

of government procurement management. (1) 

Promote the provincial-level online procurement, 

attract e-commerce companies to participate in 

government procurement, and explore new forms of 

"Internet + government procurement". (2) Implement 

contract financing for government procurement, 

encourage the law-based financing with guidance 

from public f inance authorities, adhere to the 

market-led principles, promote mutual benefits, and 

build an IT-based platform for linking government, 

banks and businesses.

3. Finance authorities of Shaanxi 
helped advance health reform in 
Shaanxi

According to the news released by the Finance 

Department of Shaanxi Province on May 8, the 

finance authorities at all levels in Shaanxi have 

actively adjusted the expenditure composition, 

priori t ized medicine and health,  s tepped up 

support to improve the universal health care 

system, enhanced the level of equalization of 

basic public health services, and strengthened the 

service delivery capacity at the grass-root level, 

in order to advance the health reforms in Shaanxi. 

First, support a sound universal health insurance 

system. Raise once again the subsidy standard 

for health insurance of urban and rural residents, 

unify the contribution standard of individual 
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urban and rural residents, continue to raise the 

fiscal subsidy standard, and enhance the level of 

health insurance benefits. Second, support the 

improvement of the level of equalization of basic 

public health services. Constantly adjust and 

optimize the basic public health service projects, 

and deliver a number of basic public health 

service projects free of charge for urban and rural 

residents. Improve the effectiveness of service 

delivery and increase the benefits of people. Third, 

support the strengthening of service delivery 

capacity at grass-root level. Raise subsidy funds 

to continue to support various training programs 

for grass-root personnels, provide standardized 

training for resident physicians, and accelerate 

the strengthening of grass-root service delivery 

capacity, so as to lay a solid foundation for the 

smooth implementation of tiered diagnosis and 

treatment.  Fourth,  support  the deepening of 

the comprehensive reform of public hospitals 

as the top priority for health reform, and help 

all localities to speed up the establishment of 

a  modern hospi ta l  management  sys tem and 

abolish the practice of subsidizing hospitals with 

expensive medicines. In 2018, Shaanxi’s finance 

authorities at all levels will continue to increase 

funding, strengthen the link between performance 

assessment results and subsidy disbursement, 

promote IT-based performance assessment of basic 

public health projects, ensure that the effectiveness 

of fund use is maximized, and contribute to the 

development of "healthy Shaanxi".

4. Shaoyang City of Hunan Province 
focused on four tasks to promote 
the city’s high-quality fiscal and 
economic development

According to the news released by the Finance 

Department of Hunan Province on May 9, the 

Finance Bureau of Shaoyang City has focused 

on four tasks to promote the city’s high-quality 

fiscal and economic development. First, ensure 

that the revenue growth target is met, and focus on 

the dual objectives of fiscal revenue growth and 

income quality. (1) Strengthen the communication 

and coordination with the taxation authorities and 

branches of the central bank, and timely translate 

economic growth into fiscal revenue increase. (2) 

Strengthen investigations and research. Conduct 

research and analysis by industries, enterprises, tax 

types and regions, and make scientific projection of 

annual income situation and development trends to 

ensure the completion of the annual tasks. Second, 

prioritize the development of industries. Support the 

real economy, nurture and cultivate industries, and 

boost the development of industries. (1) Leverage 

public finance and adopt a variety of ways to drive 

the increase of fiscal revenue. (2) Maximize the 

clustering effects of industrial parks and implement 

pro-growth fiscal policies to lay a foundation for 

continued fiscal revenue increase. (3) Maximize 

the catalytic effects of key projects, and make 

every effort to support the construction of projects 

to nurture effective sources of revenue. Third, 
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strengthen risk prevention. Take measures to prevent 

systemic and regional risks. (1) Step on the brakes 

decisively and resolutely to put an end to illegal 

borrowing. (2) Shift gears as quickly as possible 

and significantly reduce the scale of investment. 

Strictly implement relevant regulations and strive 

to improve project costing through enhanced fiscal 

investment review. (3) Actively resolve stock of debt.

Fourth, ensure people’s livelihood. Improve people’s 

livelihood and strive to increase people’s well-being. 

(1) Optimize the structure of expenditures and fund 

key areas related to people’s livelihood. (2) Intensify 

the consolidation of agriculture-related funds and 

support the fight against poverty.

5 .  Yunnan Prov ince  advanced 
four reforms to support poverty 
alleviation

According to the news released by the Finance 

Department of Yunnan Province on May 11, 

adhering to the principle of focusing on poverty 

a l l e v i a t i o n ,  s t r e a m l i n i n g  a d m i n i s t r a t i o n , 

delegating power, making overall coordination, 

a n d  p r o m o t i n g  t a rg e t e d  u s e ,  Yu n n a n  h a s 

consolidated agriculture-related government 

funds a t  the  provincia l  level ,  reformed the 

provincial government’s methods for allocating 

and disbursing funds, shifted the work focus 

o f  compe t en t  au tho r i t i e s ,  and  ove rhau l ed 

the performance evaluation methods and the 

design of other policy mechanisms, in order to 

remove institutional obstacles and fully advance 

poverty alleviation. First, reform the method 

for allocating agriculture-related government 

funds. The central and provincial agriculture-

related funds will be divided into tranches before 

allocation, and the increase of funds allocated to 

poverty stricken counties shall be no less than the 

average increase of such funds in the province. 

Second ,  re form the  method  fo r  d i sburs ing 

agriculture-related government funds. The central 

and provincial agriculture-related funds will be 

disbursed in tranches under the “Yunnan finance” 

system and be used specifically for targeted 

poverty reduction. Third, reform the management 

m o d e l  o f  a g r i c u l t u r e - r e l a t e d  g o v e r n m e n t 

departments. The competent authorities shall 

shift their focus from the allocation of funds 

to the performance and supervision of funds, 

develop substantive and detailed plan and project 

pipeline for poverty reduction, and carefully 

formulate annual plans for the consolidation and 

use of agriculture-related government funds. 

Fourth, reform the fund performance management 

system. Establish a comprehensive performance 

evaluation system for agriculture-related funds in 

poor counties with a focus on poverty alleviation 

effects, carry out performance evaluation on the 

consolidation of agriculture-related funds in poor 

counties, and report the results of evaluation 

to the Provincial Office for Coordinating the 

Consolidation of Agriculture-related Funds.
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6. Finance authorities of Jiangxi 
Province focused on five aspects to 
support the development of a modern 
agricultural industrial system

According to the news released by the Finance 

Department of Jiangxi Province on May 15, finance 

authorities of Jiangxi, in line with the plan for 

agricultural modernization, have actively explored 

and innovated the approaches of fiscal support for 

agriculture, focused on five aspects, mobilized 

and consolidated resources, and supported the 

development of a modern agricultural industrial 

system, production system and operation system, in 

order to continue to lay a solid foundation for modern 

agriculture and improve the quality, efficiency and 

competitiveness of modern agriculture. First, enhance 

the consolidation of funds and improve performance. 

Continue to carry out trials on the consolidation of 

agriculture-related funds and further increase the 

effects of the use of funds. Support the development of 

provincial modern agricultural demonstration parks, 

and make overall arrangements of funds to support 

the integration of secondary and tertiary industries 

in rural areas. Second, improve the mechanisms for 

green subsidies. Continue to promote the reform of 

"three subsidies" for agriculture, establish a series 

of provincial-level work coordination mechanisms, 

and provide full subsidies for green and ecological 

agricultural machinery. Third, cultivate brand by 

leveraging local ecological strengths.  Give full 

play to Jiangxi’s strengths in ecological resources, 

vigorously develop green, ecological and circular 

agriculture, and implement projects for quality and 

safe agricultural products. Support projects with 

local characteristics and tradition in advantageous 

industries. Fourth, develop financing guarantee to 

support agri-businesses. Accelerate the construction 

of the agricultural credit guarantee system, support 

the adjustment of agricultural structure, and 

advance the implementation of the action plan 

for accelerating agricultural restructuring. Fifth, 

improve infrastructure construction by focusing on 

farmland irrigation facilities. Seize the opportunities 

presented by the construction of Jiangxi Ecological 

Civilization Pilot Area, focus on the improvement of 

water ecological system, and promote the overhaul of 

farmland water conversancy system.  

7. Changzhou City of Jiangsu Province 
will step up efforts on five areas to 
advance the modern agricultural 
projects in the next three years

According to the news released by the Finance 

Department of Jiangsu Province on May 22, the 

finance authorities of Changzhou City will step 

up efforts on five areas to advance the modern 

agricultural projects in the next three years. First, 

offer more targeted funding support. Work in 

conjunction with agriculture authorities to provide 

targeted funding support by consolidating funds 

and projects to meet the agricultural development 
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objectives of Changzhou. Second, offer more stable 

policy support. Supportive policies with clear 

sequence and prioritization are provided for meeting 

the rural revitalization goals of Changzhou. Third, 

manage funds in a more regulated way. Improve 

the management of project funds, sort through the 

agriculture-related funds and the pro-agriculture 

policies, and establish a long-term mechanism 

for the consolidation of agriculture-related funds. 

Fourth, produce more visible performance effects. 

Strengthen performance management, and conduct 

comprehensive inspections of agricultural projects 

through routine inspections, government audits, 

social supervision, and third-party audits. Fifth, offer 

more diverse support. Innovate the investment and 

financing mechanism, and accelerate the formation 

of a multi-dimensional investment pattern featuring 

the participation of government, financial sector and 

private sector. Publicize the supportive fiscal policies 

for agriculture in the “farmer, agriculture and rural 

area” management platform of Changzhou.

8. Finance authorities of Xinjiang 
Uygur Autonomous Region will 
further strengthen budget execution 
and management and accelerate the 
pace of expenditure

According to the news released by the Finance 

Department of Xinjiang Uygur Autonomous 

Region on May 23, all government departments in 

Xinjiang are required to further strengthen budget 

execution and management, accelerate the pace 

of expenditure, and focus efforts on the following 

eight areas. First, expedite the disbursement of 

budgeted transfer payment, strengthen the analysis 

and tracking of budget execution, and report 

the progress on a monthly basis. Second, move 

faster to implement the budgets that have not 

been allocated to the departments and lower-level 

finance authorities at the beginning of the year. 

Third, promote the coordinated use of the stock 

of funds and link the stock of funds to budgetary 

arrangements. Fourth, coordinate local government 

bond issuance with bank deposit management 

and improve local government bond preparation. 

Fifth, speed up fund disbursement, prioritize the 

implementation of expenditure budget, strengthen 

performance management, and strictly enforce 

internal control requirements. Sixth, earnestly 

s t r e n g t h e n  t h e  m a n a g e m e n t  o f  t e m p o r a r y 

payment items and strictly curb the new external 

borrowings of government. Seventh, enhance 

analysis and assessment of budget execution, 

keep abreast of implementation dynamics, report 

on a monthly basis, incorporate the results into 

performance appraisal, and link them to future 

annual budgetary arrangements. Eighth, strengthen 

f inancia l  d isc ip l ine ,  increase  awareness  of 

managing financial resources in accordance with 

laws, strengthen internal control management and 

accountability mechanisms, and hold wrongdoers 

accountable for life.
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9. The Finance Bureau of Xiangtan 
City, Hunan Province mobilized 
resources from various channels to 
support the rural revitalization strategy

According to the news released by the Finance 

Department of Hunan Province on May 28, the 

Finance Bureau of Xiangtan City has been actively 

exploring to improve the funding mechanism for 

agriculture and rural area in order to promote 

the sustained progress of the rural revitalization 

strategy. First, steadily increase fiscal investment in 

agriculture, rural areas and farmers, and improve 

the mechanism for managing agriculture-related 

funds. Establish and improve the government 

funding mechanism for the implementation of 

rural revitalization strategy, formulate and publish 

the guidelines on the consolidation of the city’s 

agriculture-related funds for the development 

of moder n ag r icult u ral parks, and establ ish 

a coord inated , s t andard ized , intensive,  and 

efficient mechanism for managing government’s 

agriculture-related funds. Second, raise funds from 

multiple sources, and use fiscal funds to leverage 

more resources. Deploy a mix of fiscal policies 

and maximize the effects of Xiangtan Modern 

Agricultural Development Fund to support the 

cultivation and expansion of agricultural enterprises, 

industrial clustering, and technological innovation.

Third, scientifically allocate and effectively use 

agriculture-related funds, and maximize the benefits 

of modern agr icultural demonst rat ion parks. 

Allocate funds to specific industrial projects in a 

targeted way so that funds would follow projects 

and projects would follow parks. The f inance 

authorities of Xiangtan, with a focus on the ten 

major modern agricultural demonstration parks, will 

highlight the demonstration effects, scale effects 

and overall effects, and channel funds towards the 

infrastructure, industrial development, ecological 

development, land reform, and cultural advancement 

of the parks.

10. The Finance Bureau of Dongguan 
City, Guangdong Province fully 
suppor ted the development of 
"Beautiful Dongguan"

According to the news released by the Finance 

Department of Guangdong Province on May 

29 ,  the  F inance  Bureau  of  Dongguan  Ci ty 

fully supported the development of "Beautiful 

Dongguan" by giving full play to the guiding and 

catalytic role of fiscal funds and conscientiously 

providing full  f inancial  support .  First ,  curb 

r ecu r r en t  spend ing  and  p r io r i t i z e  t he  key 

spending areas to meet the funding needs of the 

development of "Beautiful Dongguan". Make 

coordinated use of funds, actively revive the 

stock of funds, and strictly control the increase 

of recurrent spending. Comprehensively improve 

the city’s sustainability and core competitiveness.

Second, further promote PPP projects and actively 
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at tract  qual i ty private investment .  Actively 

fulfill the responsibilities of the PPP authorities, 

coordinate with authorities in environmental 

protection, reform and development and other 

a reas  to  acce le ra t e  the  implemen ta t ion  o f 

PPP projects, and ensure the compliance and 

feasibility of project implementation. Third, 

vigorously support the investment and financing 

of industrial parks and take the lead in openness 

and development.  Support the development, 

investment and financing of industrial parks, 

participate in the formulation of investment and 

financing programs, and support the parks to 

make long-term planning, carry out step-by-step 

implementation, and prevent risks to realize 

sustainable development. Fourth, make good 

use of reward funds for energy conservation and 

emission reduction to ensure the early effects 

of energy conservation and emission reduction 

projects. Formulate principles for fund use and 

distribution plans, speed up the distribution of 

funds, continue to enhance fund management 

and supervision, ensure the standardized and 

efficient use of fiscal funds, and generate the 

good demonstra t ion effects .  Fif th ,  act ively 

use the funds raised from government bond 

issuance to make up for funding gaps in key 

public welfare projects. Apply for and allocate 

government  bond funds to  the key projects 

so as to complement with the PPP model and 

effectively make up for the shortfall in fiscal 

investment.

Ⅴ. Remarks and Opinions

1. Liu Kun: further enforce strict 
governance of Party in the public 
finance system

In his recently published speech, Finance Minister Liu 

Kun said that the Discipline Inspection Team of MOF, 

committed to its mandate, has intensified its efforts in 

assisting the MOF Party Committee to enforce strict 

governance of Party in MOF and the nation-wide 

public finance system. The members of MOF Party 

Committee should consciously accept the supervision 

of the Discipline Inspection Team, take the lead in 

strictly observing the Party disciplines and national 

laws, and consciously comply with regulations and 

promote public interests when exercising power; firmly 

support the Discipline Inspection Team to enforce laws 

and regulations and continue to provide the Discipline 

Inspection Team with the manpower, material 

resources, and other conditions for handling cases. 

We hope that the Discipline Inspection Team, while 

assisting the Party Committee in the implementation of 

the various decisions made by the central government, 

will effectively spur the public finance system to fully 

enforce strict party governance.

First, further strengthen supervision and promote 

the implementation of major decisions of the central 

government in the finance departments. By extending 
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the supervision tentacles, broadening supervision 

channels, and upgrading supervision methods, we 

will strengthen supervision and fully implement 

major decisions of the central government. At 

present, we must pay attention to and strengthen the 

supervision and inspection of the implementation 

of institutional reforms of finance departments, 

strengthen Party leadership, enforce strict discipline 

requirements, severely investigate and deal with the 

behaviors that ignore, circumvent, delay and violate 

orders and required reform policies, and ensure the 

smooth progress of institutional reforms. At the 

same time, we must tackle corruption and ethics 

problems according to the decisions of the Central 

Commission for Discipline Inspection, and intensify 

the supervision and inspection of poverty alleviation 

funds to provide strong disciplinary guarantee for 

winning the fight against poverty.

Second, further strengthen the disciplinary inspection 

to ensure the safe use of fiscal funds and the integrity of 

officials. We will continue to maintain a zero-tolerance 

political attitude toward corruption, and step up efforts 

to investigate and punish violation of disciplines and 

laws. We will focus on budget management, fund 

allocation, and other key areas and key links, investigate 

and deal with the case of embezzlement in the allocation 

and management of fiscal funds, seriously clamp down 

on the cases involving the misuse of fiscal funds for 

interest transfer, and further regulate the use of fiscal 

power to ensure sound management of fiscal funds for 

the Party and people.

Third, further increase education and use cases as 

warnings to promote the rectification. We will make 

in-depth analysis of the typical cases of corruption 

that occurred in the public finance system in recent 

years, study the causes behind them, take lessons, 

and establish rules and regulations to plug loopholes, 

regulate management, and educate people.

Fourth, further intensify investigation and handling of 

the party conduct problem and establish a sound and 

long-term mechanism for improving party conduct. 

We must pay close attention to the implementation 

of the eight-point rules and the rectification of the 

party conduct as an important task of supervision 

and accountability. We must regard the violation of 

the eight-point rules after the 19th Party Congress 

as serious violation of political disciplines and rules, 

and send out strong signals of deterrence. We will 

focus on resolving outstanding issues such as “much 

talk and no action”, and resolutely oppose privileged 

thinking and privileges. We will pay close attention 

to emerging issues such as the new forms of party 

conduct problems, prevent the reoccurrence of 

problems, and persevere in the improvement of the 

conduct of officials in the public finance system.

2. Zhou Qiangwu: three suggestions 
for advancing financial connectivity 
under the Belt and Road Initiative

Zhou Qiangwu, Director General of the IEFI 
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of MOF, recently said at a seminar held by the 

International Department of CPC that among the 

policy, infrastructure, trade, financial and people-to-

people connectivity under the Belt and Road Initiative, 

financial connectivity is a significant pillar and is of 

systemic importance. We must work on it by focusing 

on the following three aspects.

First, give full play to the role of the market. The Belt 

and Road is to basically follow two major principles, 

namely: market rules and international norms. In the 

face of huge financing needs, it is imperative to rely 

on market forces, give full play to the decisive role of 

market in the allocation of financial resources, enable 

all types of enterprises to play their principal roles, 

and catalyze all sources and sorts of capital, including 

private sector capital, to participate in the Belt and 

Road Initiative. The government should deploy 

macro policies to play a guiding and supportive role 

to promote the link with the development strategies 

of countries along the Belt and Road and foster 

a transparent, friendly, and non-discriminatory 

investment and financing environment. It is neither 

realistic nor possible to rely on fiscal funds, especially 

the fiscal funds from China, for support.

Second, further enrich the existing outcomes. At 

the first Belt and Road Forum for International 

Cooperation, we have achieved pragmatic outcomes 

on financial connectivity. Going forward, we still 

need to focus on how to implement the outcomes 

of the first Forum and how to further enrich the 

outcomes. In the meantime, we need to further 

diversify and deploy all sorts of investment and 

financing methods, advance the network of financial 

institutions and financial services, and promote the 

linkage of financial services, the connectivity of 

capital markets, and the construction of financial 

infrastructure.

Third, global initiative must have global program. The 

Belt and Road Initiative has gone beyond countries 

along the route and the region and has become a 

global cooperation initiative. Global initiative must 

have global program. The financing needs required 

for the Belt and Road Initiative cannot be met by a 

single country or a single market. China alone cannot 

and will not finance the initiative, instead, it will 

create platforms and mobilize stakeholders, including 

multilateral development institutions, development 

f inance, policy f inance, commercial f inance, 

institutional investors, and private sector, especially 

various types of investors from diverse countries, 

to participate in the initiative for building a stable, 

sustainable, diversified investment and financing 

system with controllable risks.

3.  Cheng Lihua:  seven tax- cut 
measures will deliver benefits to 
innovative and small and micro 
enterprises

Recently, Vice Finance Minister Cheng Lihua said 



CHINA FINANCE MONTHLY May 2018

33 

that the executive meeting of the State Council 

had decided to introduce seven tax policies. With 

clear focus, broader benefits, greater stability and 

continuity, those policies are expected to cut 60 

billion RMB of taxes for innovative startups and 

small and micro enterprises. MOF and the State 

Administration of Taxation will work together 

with relevant government departments to step 

up the preparat ion of documents, implement 

various tasks, increase policy interpretation, and 

track implementation results, so as to allow more 

enterprises to reap the benefits of tax reduction.

The tax-cut measures consist of seven major 

components. First, the upper limit on a company’s 

newly purchased equipment with a one-time pre-

tax deduction for the current year is increased to 

a unit value of 5 million RMB. Second, the upper 

limit on the annual taxable income of the small and 

micro enterprises that enjoy 50% corporate income 

tax reduction is increased to 1 million RMB. Third, 

remove the restrictions on the extra deduction of 

entrusted overseas R&D expenditures by enterprises. 

Fourth, extend the period of loss carryover for high-

tech enterprises and technology-based SMEs to 10 

years. Fifth, introduce uniform pre-tax deduction 

limit of employee education expenses for general 

enterprises and high-tech enterprises, and increase 

the limit to 8%. Sixth, cut the stamp duties on 

taxpayer’s financial book of accounts by 50% and 

exempt the stamp duties on other book of accounts 

that are levied on a piece-by-piece basis. Seventh, 

roll out nationwide the tax incentives for venture 

capital companies and individual angel investors.

The above measures will further improve China’s 

tax policy system and provide policy guarantees for 

China’s high-quality economic development.

The seven policies focus on two aspects. The first 

is to expand employment. The numerous small 

and micro enterprises in China are important job 

creators; however, because of their small size and 

weak risk resilience, they need more policy support. 

Building on the existing policy framework of 

already broad-based tax incentives, the seven tax-

cut measures are more intensified and targeted. The 

second is to encourage technological innovation. 

At present, China has gradually put in place a set of 

preferential tax policies that support high-tech R&D 

and industrialization, cover a wide range of areas, 

and provide strong incentives and guidance. The 

targeted implementation of these seven policies will 

address the key links to better promote innovation 

and development.

Compared with tax cut in the past, the tax cut of 

this time features many innovations. First, it has 

clearer targets. It aims to stimulate entrepreneurial 

enthusiasm by directly reducing the costs of small 

and micro enterprises; it also seeks to encourage 

enterprises to update equipment and enhance 

employee training to increase innovation potential; 

and it supports enterprises to engage in independent 

R&D and overseas R&D and absorb foreign 
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advanced technology. Second, it yields broad-

based benefits. Through the increased coverage of 

50% income tax reduction, pre-tax deduction of 

R&D expenses and longer loss carryover period of 

high-tech firms, more small and micro enterprises 

can enjoy policy dividends. Third, it has greater 

stability and continuity. For example, on the basis 

of the successful experience in the Comprehensive 

Innovation and Reform Pilot Areas and Suzhou 

Industrial Park, the policies for venture capital and 

angel investors are rolled out nationwide, which is 

instrumental for stabilizing market expectations.

4. Liu Shangxi: cutting macro costs 
is the key to cost reduction

In his recently published article, Liu Shangxi, 

Director General of the Chinese Academy of Fiscal 

Sciences, said that the supply-side structural reform 

is the main task of economic work in the coming 

period, and cutting costs is an important part of it. To 

reduce costs at present, we must, first and foremost, 

reduce macro-costs, i.e., reduce institutional costs by 

deepening reforms.

In the past, China’s growth was low-cost and low-

value-added, and now it has become high-cost, yet 

it is still low-value-added. The costs of economic 

growth are getting increasingly higher, and the 

fundamental reason is that institutional reform is 

lagging and institutional costs are high. Due to the 

misallocation of resources and low output in spite 

of high investment, economic operating costs are 

naturally high. Overcapacity means that equipment 

utilization rate is low, and ineffective costs are high. 

Financial expenses are heavy because of excessive 

leverage, and turnover of funds is slow due to high 

inventory, as a result, costs are ultimately pushed up. 

Lack of social integrity and rising risk levels may 

lead to high economic and social operating costs. A 

company that does not abide by a contract will affect 

a bunch of companies, but if a lot of companies do 

not act in good faith, the transaction costs between 

companies will rise substantially. The high cost of 

financing is directly related to the amplification of 

risks caused by lack of integrity. To avoid risks, 

excessive credit enhancement measures, such as 

pledges, guarantees, certifications and notarization, 

are used, which will eventually add to the financing 

costs. Institutional changes are moving slowly, and 

risk spillovers may lead to rising costs. Production 

and living costs are essentially the result of risk 

transformation. As prices are determined by future 

risks rather than historical costs, the rising level of 

public risks will push up the prices of all factors of 

production. High costs and high risks are different 

expressions of the same thing.

To reduce the level of public risk in the entire 

society, we must accelerate the pace of institutional 

innovation, in order to strike a balance between the 

institutional system and the risks, and give full play 

to the system to prevent and resolve risks in a timely 
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manner. First, accelerate the market-oriented reform 

of factors. We must remove institutional barriers 

to market-based allocation of labor, land, capital, 

energy, and technology. The market-based allocation 

of factors is the core of supply-side structural reform, 

and it is also the key to improving the quality of 

the supply system. Second, speed up the reform of 

state-owned enterprises and vigorously eliminate 

the misallocation of resources caused by "zombie 

enterprises". We must make the state-owned sector 

of the economy bigger and stronger by managing 

the capital, and consolidate the state-owned sector 

through capital optimization. To this end, it is 

necessary to transform the traditional thinking 

of developing the state-owned economy, which is 

solely focused on state-owned enterprises, and shift 

the micro-foundation of the state-owned economy 

from the enterprises to the capital. Third, reform 

the management of scientific research institutes, 

advance the integration of industries, universities 

and research institutes, and unlock the creativity of 

talents. Talents are the fundamental constraint to 

China’s current development. It is necessary to speed 

up the elimination of all institutional mechanisms 

that  h inder the smooth f low and opt imized 

allocation of talents. The current system of research 

institutes has severely held back the training, use, 

and development of talents, and urgently needs to 

be reformed. Fourth, accelerate the reform of the 

social identity system, realize the full and effective 

allocation of human resources and talents, and 

unleash the human resources. The social inequalities 

resulting from the different identities of being urban 

and rural, local and non-local, public employees and 

non-public employees should be addressed through 

social reforms to turn all people into equal members 

of society. Fifth, accelerate the financial regulatory 

reform, reduce financial distortions, and eliminate 

the paradox of “more money is more expensive”. 

The mismatch of financial supply and demand is 

closely related to the distortion caused by financial 

supervision. Financial supervision does not target all 

financial behaviors and financial risks, but only the 

financial behaviors that generate public risks. There 

is need for a new regulatory model based on big data 

analysis. Sixth, speed up fiscal and tax reforms, push 

forward the reform of state governance approaches 

through the reforms of income and expenditure 

methods, and accelerate the transformation of 

government functions. Rigid fiscal expenditure 

composition and fragmented use of funds ref lect 

the problems of governance system and governance 

capacity. It is necessary to take advantage of the 

systematic reshuffling of the party and government 

institutions to truly give full play to the role of public 

finance in state governance. Seventh, strengthen 

and improve the rule of law, protect property rights, 

stabilize expectations, and raise the level of social 

integrity. Public finance is the foundation of state 

governance and property rights are the cornerstone 

of the socialist market economy. Only by thoroughly 

resolving the problem of clear ownership and unclear 

property rights can we truly protect property rights 

and stabilize long-term expectations.
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5. Jia Kang: four misunderstandings 
of direct tax reform

Jia Kang, Chief Economist of China Academy of 

New Supply-side Economics, recently said that the 

direct tax reform is a historical test that China needs 

to undergo in the new process of reform and opening 

up. It is also an important issue that cannot be evaded 

in laying the groundwork for China’s high quality 

development. At present, there are at least four 

misunderstandings of direct taxes.

First, tax is omnipotent, a view widely held at the 

beginning of reform and opening up. In the past, 

emphasis on taxation was obviously insufficient. After 

reform and opening up, importance was attached 

to this economic lever, and it seemed that once the 

taxation method is used, it could be a silver bullet to all 

problems, even all the economic and social problems.

Second, tax is useless, as people in relevant 

administ rat ive depar tments al l st ressed that 

taxation does not really work, and should not be 

overemphasized. For example, after the real estate 

tax was introduced in the United States and Japan, 

the housing prices did not fall, and the real estate 

tax was thus deemed useless. It is true that taxes are 

not almighty; however, the long-overdue tax system 

must be built without delay.

Third, tax system is naturally evolving, and one 

should not make efforts to promote the tax reform. 

This argument in fact denies that the tax system 

can be shaped and it is necessary to take forward 

tax reform. Tax system can be shaped and must be 

developed at a high level through human efforts. 

The current historical task is to strive to stand the 

test of time in the process of tax legislation, so as to 

continuously raise the level of legislation.

Fourth, political system reform must start first, 

and the direct tax reform should be carried out 

after China’s political system reform is completed. 

Otherwise, social unrest may be triggered. There 

is some truth to this idea, but it fails to recognize 

the lessons of the United States in the Progressive 

Era. In the American Progressive Era, reform of 

the political system was not carried out, yet the 

tax reform led to extensive public participation, 

raising the level of political civilization. Law-based 

taxation calls for a sound public choice mechanism, 

and the most crucial thing in the legislative process 

is to have transparent hearing for all parties to 

express opinions and rationally make the arguments. 

Therefore, it is important to promote extensive 

discussion and public participation in the process 

of legislation. Under the circumstances of fully 

recognizing the demands of different interest groups, 

the greatest common ground must be sought and a 

rational and public-minded modern tax solution be 

worked out.
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