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HIGHLIGHTS
• Finance Minister Liu Kun: improve the fiscal system for high-quality growth

• Finance Minister Liu Kun had a bilateral meeting with Italian Minister 
of Economy and Finance Tria during the G20 summit and signed the 
Memorandum of Understanding on China-Italy Finance Dialogue

• MOF published a circular on the advance disbursement of equalization 
transfer payment to local government in 2019

• MOF published a circular on implementing the tax policy to support poverty 
alleviation

• Revenue of China’s general public budget decreased by 3.1% in October

November,2018
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Ⅰ.Policy Update

1. Ministry of Finance (MOF) published 
a circular on the advance disbursement 
of transfer payment to old revolutionary 
base areas in 2019 

On November 2, MOF published a circular on the 

advance disbursement of transfer payment to old 

revolutionary areas in 2019, which provided the 

following. First, in order to improve the budget 

integrity and speed up the pace of expenditure, the 

transfer payment to old revolutionary areas is now 

disbursed in advance to the relevant provinces 

Second, the funds are included in the 2019 budget 

item of "1100228 Old Revolutionary Base Area 

Transfer Payment Income", and will be used after 

the start of the budget year of 2019.

2. MOF published a circular on the tax 
policy for tech-firm incubators, university 
science parks and public innovation 
space 

On November 5, MOF published a circular on 

the tax policy for tech-firm incubators, university 

science parks and public innovation space, which 

provided the following. First, from January 1, 

2019 to December 31, 2021, the real estate and 

land provided to incubatees free of charge or 

through leasing by national and provincial tech-

firm incubators, university science parks and 

public innovation space will be exempted from 

property tax and urban land use tax; the incomes 

derived from the provision of incubation services 

to incubatees are exempted from VAT. Second, 

national and provincial tech-firm incubators, 

university science parks and public innovation 

space should separately account for the incomes 

from incubation services.  The circular  also 

clarified the identification methods and relevant 

document inspection requirements for tech-firm 

incubators and other relevant entities, and required 

the science and technology, education and taxation 

authorities to establish an information sharing 

mechanism, share relevant information in a timely 

manner, strengthen coordination and cooperation, 

and ensure that preferential policies are well 

implemented. 

3. The State Council published a circular 
on the adjustment of the State Council 
Customs Tariff Commission

On November 6, the General Office of the State 

Council published a circular on the adjustment of 
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the State Council Customs Tariff Commission, 

which provided the following. The main duties of 

the Customs Tariff Commission of the State Council 

include: review tariff planning, formulate tariff 

reform and development programs, and organize the 

implementation; responsible for the adjustment and 

interpretation of the tax items and tax rates contained 

in the Import and Export Tariff Rate Rules of the 

People’s Republic of China and the Import Tariff Rate 

Table of the Imported Goods of the People’s Republic 

of China as well as the implementation work after 

the approval of the State Council; responsible for 

the compilation and promulgation of the Import and 

Export Tariff Rule of the People’s Republic of China; 

determine the goods subject to provisional tariff 

rate, the tariff rate and the time period; determine the 

tariff rate of tariff quotas; decide on the anti-dumping 

duties, countervailing duties, safeguards tariffs and 

retaliatory tariffs, and decide on the implementation 

of other tariff measures; review and report to the 

State Council on major tariff policies and foreign 

tariff negotiation plans; determine the application 

of tariff rate in special conditions; and fulfill other 

duties as designated by the State Council. On the 

composition of the Customs Tariff Commission, the 

Head of the Customs Tariff Commission is the State 

Councilor and Secretary-General of the State Council 

Xiao Jie, the Deputy Heads are Finance Minister Liu 

Kun and Deputy Secretary of the State Council Ding 

Xuedong, the members are the Deputy Chairman of 

NDRC Zhang Yong, Chief Engineer of the Ministry 

of Industry and Information Technology Zhang Feng, 

Vice Minister of Justice Liu Zhao, Vice Minister 

of Finance Zou Jiayi, Vice Minister of Agriculture 

and Rural Affairs Qu Dongyu, Assistant Minister of 

Commerce Li Chenggang, Deputy Administrator of 

the General Administration of Customs Zou Zhiwu, 

and Deputy Administrator of the State Administration 

of Taxation Sun Ruibiao.

4. MOF published a circular on the advance 
disbursement of transfer payment to local 
resource-depleted cities in 2019

On November 7, MOF published a circular on the 

central government’s advance disbursement of 

transfer payment to local resource-depleted cities 

in 2019, which provided the following. First, in 

order to improve the budget integrity and speed up 

the pace of expenditure, the transfer payment to 

resource-depleted cities is now disbursed in advance 

to the relevant provinces (autonomous regions, 

municipalities and cities with independent planning 

status) and will be used after the start of the budget 

year of 2019. Second, the funds are included in the 

item of "1100212 Resource-depleted City Transfer 

Payment Subsidy Income".

5. MOF published a circular on the advance 
disbursement of equalization transfer 
payment to local government in 2019 

On November 8, MOF published a circular on the 

central government’s advance disbursement of 

equalization transfer payment to local government 

in 2019, which provided the following. First, in 



CHINA FINANCE MONTHLY November 2018

3 

order to improve the budget integrity and speed up 

the pace of expenditure, the equalization transfer 

payment is now disbursed in advance to the relevant 

provinces (autonomous regions and municipalities) 

and will be used after the start of the budget year of 

2019. Second, the funds are included in the item of 

"1100202 Equalization Transfer Payment Income".

6. MOF published a circular on the 
advance disbursement of transfer payment 
to the local key ecological function zones 
in 2019

On November 9, MOF published a circular on the 

central government’s advance disbursement of 

transfer payment to the local key ecological function 

zones in 2019, which provided the following. First, 

in order to improve the budget integrity and speed 

up the pace of expenditure, the transfer payment to 

the national key ecological function zones in 2019 is 

now disbursed in advance to the relevant provinces 

(autonomous regions, municipalities and cities with 

independent planning status) and will be used after 

the start of the budget year of 2019. Second, the funds 

are included in the item of "1100226 Key Ecological 

Function Zone Transfer Payment Income", with a 

project code of Z135110079002.

7. MOF published a circular on 
implementing the tax policy to support 
poverty alleviation

On November 13, MOF published a circular on 

implementing the tax policy to support poverty 

alleviation, which provided the following. First, the 

finance authorities at all levels must earnestly enhance 

their sense of political responsibility and work initiative, 

and fully deploy tax policies to support the fight against 

poverty, so as to make a positive contribution to winning 

the fight against poverty. Second, the finance authorities 

at all levels should innovate publicity methods, increase 

publicity efforts, and strengthen explanation of tax 

policies that support poverty alleviation through various 

media channels such as the portal website, WeChat, 

Weibo, mobile device and publications. Third, the 

finance authorities at all levels should actively study and 

formulate highly targeted tax incentives and measures to 

support poverty alleviation, and put forward constructive 

ideas and suggestions. Fourth, the finance authorities at 

all levels should strengthen the evaluation of preferential 

tax policies, take into account local realities, and make 

efforts or entrust third parties to conduct in-depth analysis 

and evaluation of the implementation of tax policies to 

support economic development in poverty-stricken areas. 

The relevant important information, if any, must be 

reported to MOF.  

8. MOF published a circular on the 
advance disbursement of 2019 transfer 
payment for the reform of refined oil 
prices and taxes and fees  

On November 13, MOF published a circular on 

the advance disbursement of 2019 central-to-local 

transfer payment for the reform of refined oil prices 
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and taxes and fees, which provided the following. 

First, in order to improve the budget integrity 

and speed up the expenditure progress, the 2019 

transfer payment for the reform of refined oil prices 

and taxes and fees is now disbursed in advance to 

the relevant provinces (autonomous regions and 

municipalities), and will be used according to the 

procedures after the start of the 2019 budget year. 

Second, the funds are included in the "1100215 

Refined Oil Tax and Fee Reform Transfer Payment 

Income". 

9. MOF published a circular on the tax 
policy of the 7th Military World Games

On November 15, MOF published a circular on 

the tax policy of the 7th Military World Games, 

which provided the following. First, in terms of the 

tax policy of the Executive Committee of Wuhan 

Military World Games, the revenue from the selling 

of TV broadcast rights obtained by the Executive 

Committee, and the revenue (goods and funds) 

obtained by the World Sponsorship Program of the 

International Military Sports Council, the domestic 

and foreign sponsorship income obtained by the 

Executive Committee’s market development plan, 

the income from the transfer of intangible assets 

(such as logo), the franchise income and the income 

from sales of tickets will be exempted from VAT. 

Second, in terms of the tax policy of participants of 

the Wuhan Military World Games, the bonuses and 

other reward revenue earned by the participating 

athletes will be exempted from the individual income 

tax in accordance with the provisions of the current 

tax laws and regulations. The property rights transfer 

document will be exempted from stamp duty when 

property owner donates property (items) to the 

Executive Committee.

10. MOF published a circular on 
comprehensively pushing forward the 
reform of electronic fiscal bill management

On November 15, MOF published a circular on 

comprehensively pushing forward the reform of 

electronic fiscal bill management, which provided 

the following. First, the pilot region should extend 

the reform of electronic fiscal bill management to all 

departments and all sorts of fiscal bills in the region 

on the basis of fully summarizing the experience 

of pilot reforms. Second, non-pilot regions and 

departments, after the release of this circular, should 

actively learn from the experience of pilot reforms 

and take into account local realities to carefully 

plan the implementation of electronic fiscal bill 

management reform. Third, all regions shall, in 

principle, use the electronic fiscal bill management 

system developed by MOF. Fourth, all regions 

must complete the relevant electronic fiscal bill 

management reform work before January 31, 2019. 

Fifth, the pilot departments for electronic fiscal 

bills should actively explore and carry out pilot 

work, promote the receipt and filing of electronic 

fiscal bills, and accumulate experience for the full 

implementation of electronic fiscal bills. Sixth, all 

regions and departments should simultaneously 
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promote the construction of a electronic fiscal 

bill management system, and provide a strong 

institutional guarantee for the promotion and use of 

electronic fiscal bills.

11. MOF published guidelines on further 
strengthening the fiscal investment 
management to promote poverty 
reduction through education in the "three 
regions and three prefectures" 

On November 16, MOF published guidelines 

on further strengthening the fiscal investment 

management to promote poverty reduction through 

education in the "three regions and three prefectures", 

which provided the following. First, implement the 

detailed work plan. The relevant provinces should 

further refine the 2018-2020 implementation plan 

for poverty reduction through education in the 

"three regions and three prefectures", and properly 

handle the relationship between day-to-day work 

and targeted poverty alleviation. Second, increase 

fiscal investment. From 2018 to 2020, the central 

government will continue to allocate funds through 

the current channels, with a focus on supporting 

poverty reduction through education in the "three 

regions and three prefectures". Third, reasonably 

arrange and use funds. The provincial-level education 

and finance departments of relevant provinces 

should effectively play their role, optimize the 

expenditure structure of funds for poverty alleviation 

through education, focus on poor students in 

extremely poor areas and documented poor students, 

effectively spend money on the key areas, and avoid 

egalitarianism.  

12. MOF published a circular on the 
implementation of the Opinions of 
the CPC Central Committee and the 
State Council on the Comprehensive 
Implementation of Budget Performance 
Management  

On November 16, MOF published a circular on 

the implementation of the Opinions of the CPC 

Central Committee and the State Council on 

the Comprehensive Implementation of Budget 

Performance Management, which provided the 

following. First, focus on the key aspects of 

budget performance management. Make budget 

preparation process more performance-oriented, 

strengthen performance monitoring during budget 

implementation, conduct comprehensive performance 

evaluation during final accounting, strengthen the 

hard constraints of performance evaluation results, 

and expand the scope of budget performance 

management. Second, strengthen accountability and 

supervision for performance management. Harden 

constraints on budget performance responsibility, 

increase performance information disclosure, 

and promote the orderly participation of social 

forces. Third, improve the work coordination 

mechanism. The finance departments should 

strengthen organization and coordination, and 

various departments should improve internal working 

mechanisms and advance the supporting reforms. 
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13. MOF published a circular on the 
advance disbursement of the 2019 
budget of central government’s transfer 
payments to local ethnic areas

On November 19, MOF published a circular on the 

advance disbursement of the 2019 budget of central 

government’s transfer payments to local ethnic 

areas, which provided the following. First, in order 

to speed up the pace of budget implementation and 

improve the integrity of budget preparation, the 2019 

budget of central government’s transfer payments 

to local ethnic minority areas is now disbursed to 

the relevant provinces (autonomous regions and 

municipalities) in advance, and the funds will be 

used in accordance with due procedures after the 

start of the 2019 budget year. Second, the subsidy 

funds are included in the "1100229 Ethnic Area 

Transfer Payment Income".

14. MOF published a circular on the 
advance disbursement of the budget 
of special funds for promoting central 
government’s guidance on local science 
and technology development

On November 20, MOF published a circular on the 

advance disbursement of the budget of special funds 

for promoting central government’s guidance on 

local science and technology development, which 

provided the following. First, in order to speed up 

the pace of budget implementation and improve the 

integrity of budget preparation, the budget of special 

funds for promoting central government’s guidance 

on local science and technology development is now 

disbursed to the relevant provinces (autonomous 

regions and municipalities) in advance in line with 

budget management rules, and will be included 

in the 206 category of "Science and Technology 

Expenditure" and used to support the relevant 

provinces (autonomous regions and municipalities) 

with the research conditions and capacity building, 

professional technology innovation platform, 

technology innovation and entrepreneurship service 

institutions and demonstration projects of science and 

technology innovation. Second, after the start of the 

2019 budget year, the funds will be used according to 

the procedures.

15. MOF published a circular on the 
advance disbursement of 2019 budget 
of funds for supporting pre-school 
education development

On November 20, MOF published a circular on the 

advance disbursement of 2019 budget of funds for 

supporting pre-school education development, which 

provided the following. First, in order to speed up 

the pace of budget implementation and improve the 

integrity of budget preparation, the 2019 budget of 

funds for supporting pre-school education development 

is now disbursed. Second, increase the investment in 

early childhood support to ensure that the documented 

poor children are given priority in receiving subsidies 

to help poor children in rural areas receive preschool 

education. Third, after the budget for 2019 is finalized, 
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the transfer payment budgets of different localities 

will be re-determined and be adjusted according to the 

principle of refund for overpayment and supplemental 

payment for any shortfall.

16. MOF published a circular on the 
advance disbursement of 2019 budget of 
subsidy funds for improving schooling 
conditions in ordinary high schools

On November 20, MOF published a circular on the 

advance disbursement of 2019 budget of subsidy 

funds for improving schooling conditions in ordinary 

high schools, which provided the following. First, in 

order to speed up the pace of budget implementation 

and improve the integrity of budget preparation, 

the 2019 budget of subsidy funds for improving 

schooling conditions in ordinary high schools is 

now disbursed. Second, improve the disbursement 

of 2019 budget, ensure that the funds are paid in 

full and on time, pay attention to the coordination 

with funds from other channels, and make overall 

arrangements to avoid repeated support. Third, after 

the budget for 2019 is finalized, the transfer payment 

budgets of different localities will be re-determined 

and be adjusted according to the principle of refund 

for overpayment and supplemental payment for any 

shortfall.

17. MOF published a circular on the 
advance disbursement of 2019 budget 
of subsidy funds for urban and rural 

compulsory education 

On November 20, MOF published a circular on the 

advance disbursement of 2019 budget of subsidy 

funds for urban and rural compulsory education, 

which provided the following. First, in order to speed 

up the pace of budget implementation and improve 

the integrity of budget preparation, the 2019 budget 

of subsidy funds for urban and rural compulsory 

education is now disbursed in advance on the basis of 

the education statistics of 2017. Second, after the budget 

for 2019 is finalized, the budgets of different localities 

will be re-determined by the central finance authorities 

and be adjusted according to the principle of refund 

for overpayment and supplemental payment for any 

shortfall.

18. MOF published a circular on the 
advance disbursement of 2019 budget 
of subsidy funds for student financial 
support (ordinary high school) 

On November 21, MOF published a circular on the 

advance disbursement of 2019 budget of subsidy funds 

for student financial support (ordinary high school), 

which provided the following. First, in order to speed 

up the pace of budget implementation and improve 

the integrity of budget preparation, the 2019 budget of 

subsidy funds for student financial support (ordinary 

high school) is now disbursed in advance. Second, 

after the budget for 2019 is finalized, the transfer 

payment budgets of different localities will be re-

determined and adjusted according to the principle of 
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refund for overpayment and supplemental payment for 

any shortfall.

19. MOF published a circular on the 
advance disbursement of 2019 budget 
of subsidy funds for student financial 
support (national financial aid for students 
of secondary vocational schools and 
subsidies for tuition exemption) 

On November 21, MOF published a circular on the 

advance disbursement of 2019 budget of subsidy 

funds for student financial support (national financial 

aid for students of secondary vocational schools and 

subsidies for tuition exemption), which provided 

the following. First, in order to speed up the pace of 

budget implementation and improve the integrity of 

budget preparation, the 2019 budget of subsidy funds 

for student financial support (national financial aid for 

students of secondary vocational schools and subsidies 

for tuition exemption) is now disbursed in advance. 

Second, after the budget for 2019 is finalized, in 

line with the changes of the number of students who 

receive subsidies, the budgets of different localities 

will be re-determined by the central finance authorities 

and be adjusted according to the principle of refund 

for overpayment and supplemental payment for any 

shortfall.

20. MOF published a circular on the 
advance disbursement of 2019 budget 
of subsidy funds for student financial 

support (higher education) 

On November 21, MOF published a circular on the 

advance disbursement of 2019 budget of subsidy 

funds for student financial support (higher education), 

which provided the following. First, in order to speed 

up the pace of budget implementation and improve 

the integrity of budget preparation, the 2019 budget 

of subsidy funds for student financial support (higher 

education) is now disbursed in advance to relevant 

provinces (autonomous regions, municipalities, and 

cities with independent planning status). Second, after 

the budget for 2019 is finalized, the budgets of different 

localities and the number of fund recipients will be re-

determined and adjusted according to the principle of 

refund for overpayment and supplemental payment for 

any shortfall.

21. MOF published a circular on the 
advance disbursement of 2019 budget 
of special subsidy funds for teachers 
working under the talent program of the 
"three regions" 

On November 22, MOF published a circular on the 

advance disbursement of 2019 budget of special 

subsidy funds for teachers working under the talent 

program of the "three regions", which provided the 

following. First, in order to speed up the pace of 

budget implementation and improve the integrity of 

budget preparation, 2019 budget of special subsidy 

funds for teachers working under the talent program 

of the "three regions" is now disbursed in advance. 
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Second, after the budget for 2019 is finalized, 

the relevant transfer payment budgets will be re-

determined and adjusted according to the principle of 

refund for overpayment and supplemental payment 

for any shortfall.

22. MOF published a circular on the 
corporate income tax and VAT policy 
of overseas institutions investing in the 
domestic bond market

On November 22, MOF published a circular 

on the corporate income tax and VAT policy of 

overseas institutions investing in the domestic 

bond market,  which provided the following. 

First, to further promote the opening of the bond 

market, from November 7, 2018 to November 

6, 2021, the bond interest income obtained by 

overseas institutions investing in the domestic 

bond market will be temporarily exempted from 

corporate income tax and VAT. Second, the scope 

of temporary exemption from corporate income tax 

does not include the bond interest obtained by the 

institutions and premises established in China by 

overseas institutions in connection with the said 

institutions and premises.

23. MOF published a circular on the 
advance disbursement of 2019 budget of 
subsidy funds for special education

On November 22, MOF published a circular on the 

advance disbursement of 2019 budget of subsidy 

funds for special education, which provided the 

following. First, in order to speed up the pace of 

budget implementation and improve the integrity of 

budget preparation, the 2019 budget of subsidy funds 

for special education is now disbursed in advance. 

Second, after the budget for 2019 is finalized, 

the relevant transfer payment budgets will be re-

determined and adjusted according to the principle of 

refund for overpayment and supplemental payment 

for any shortfall.

24. MOF published a circular on the 
advance disbursement of 2019 budget 
of special funds for national training 
program for teachers of kindergartens, 
primary and secondary schools 

On November 23, MOF published a circular on the 

advance disbursement of 2019 budget of special 

funds for national training program for teachers of 

kindergartens, primary and secondary schools, which 

provided the following. First, in order to speed up 

the pace of budget implementation and improve the 

integrity of budget preparation, the 2019 budget 

of special funds for national training program for 

teachers of kindergartens, primary and secondary 

schools is now disbursed in advanced. Second, after 

the budget for 2019 is finalized, the transfer payment 

budgets of different localities will be re-determined 

and be adjusted according to the principle of refund 

for overpayment and supplemental payment for any 

shortfall.  
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25. MOF published a circular on the 
advance disbursement of 2019 budget of 
special funds for the quality enhancement 
plan of modern vocational education  

On November 23, MOF published a circular on the 

advance disbursement of 2019 budget of special 

funds for the quality enhancement plan of modern 

vocational education, which provided the following. 

First, all localities must conscientiously implement 

the requirements and strictly enforce the Measures 

for the Administration of Special Funds for the 

Quality Enhancement Plan of Modern Vocational 

Education. When the relevant funds are allocated, 

priority should be given to the poor areas, especially 

the extremely poor areas. (2) All localities shall, in 

accordance with the requirements, do a good job in 

the 2019 budget disbursement and ensure that the 

funds are paid in full and on time. After the budget 

for 2019 is finalized, the transfer payment budgets 

of different localities will be re-determined and be 

adjusted according to the principle of refund for 

overpayment and supplemental payment for any 

shortfall. 

26. MOF published a circular on adjusting 
the natural gas import projects that enjoy 
preferential tax policies

On November 23, MOF published a circular on 

adjusting the natural gas import projects that 

enjoy preferential tax policies, which provided the 

following. First, the Zhejiang Zhoushan LNG project 

is newly added to enjoy preferential tax policies. 

The import scale of this project is 3 million tons/

year and the import enterprise is Xin’ao (Zhoushan) 

Natural Gas Sales Co., Ltd.. The period for enjoying 

the preferential policies starts from August 7, 2018. 

Second, starting from January 1, 2017, the import 

scale of the Shandong LNG project that enjoys 

preferential policies has been adjusted from 3 million 

tons/year to 6 million tons/year.

27. MOF published the guidelines on 
promoting the PPP model in the cultural 
field

On November 23, MOF published the guidelines 

on promoting the PPP model in the cultural field, 

which provided the following. First, strengthen 

organization and leadership. The culture and finance 

authorities at all levels should actively coordinate 

and cooperate with each other, encourage local 

governments to establish cross-departmental 

PPP work coordination mechanisms, strengthen 

government’s unified leadership,  implement 

departmental responsibilities, build up synergies, 

and timely study and resolve major problems in 

project implementation. Second, optimize the 

way capital is invested. The culture and finance 

authorities at all levels should actively explore the 

new capital investment mechanism in the cultural 

field and deploy the qualified fiscal funds to support 

operations rather than construction. Third, diversify 

means of financial support. Local governments’ 

financing guarantee and re-guarantee agencies are 
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encouraged to provide credit enhancement services 

for SMEs participating in cultural PPP projects. 

Financial institutions are guided to strengthen the 

financing services that meet the financial needs 

of the cultural PPP projects. Fourth, maximize 

the catalytic effects. The Ministry of Culture and 

Tourism and MOF have jointly identified a number 

of pioneering zones for PPP promotion. The cultural 

PPP projects in those zones will preferentially enjoy 

the central PPP subsidies and other policy support.

28. MOF published a circular on the 
advance disbursement of 2019 budget of 
special funds for free entry to science and 
technology museums

On November 26, MOF published a circular on the 

advance disbursement of 2019 budget of special 

funds for free entry to science and technology 

museums, which provided the following. First, in 

order to speed up the pace of budget implementation 

and improve the integrity of budget preparation, 

the 2019 budget of special funds for free entry 

to science and technology museums is  now 

disbursed in advance to the relevant provinces 

(autonomous regions, municipalities and cities with 

independent planning status). The funds will be 

included in the budget item of "1100208 settlement 

subsidy income". Second, the relevant provinces 

(autonomous regions and municipalities) are 

requested to do a good job in budget preparation 

and index design in accordance with the relevant 

requirements of budget management.

29. MOF published a supplementary 
circular on the unified management of 
tax-free policies and other six import tax 
policies

On November 26, MOF published a supplementary 

circular on the unified management of tax-free 

policies and other six import tax policies, which 

provided the following. First, in order to further 

regulate and strengthen the management of import 

tax policies, a supplementary circular on the unified 

management of tax-free policies and other six 

import tax policies is now published. Second, in the 

implementation of the unified management of tax-free 

policies and other six import tax policies, if the staff 

of MOF and relevant departments are found to violate 

the tax exemption policies or are found of abuse of 

power, negligence, malpractice or other violations 

of laws and disciplines, they shall be investigated in 

accordance with the relevant provisions; if they are 

involved in crime, they shall be brought to justice in 

accordance with laws.

30. MOF published a circular on the 
advance disbursement of 2019 budget of 
special funds for lottery market regulation 

On November 27, MOF published a circular on the 

advance disbursement of 2019 budget of special 

funds for lottery market regulation, which provided 

the following. First, in order to speed up the pace of 

budget implementation and improve the integrity of 

budget preparation, the 2019 budget of special funds 
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for lottery market regulation is now disbursed in 

advance and will be used according to the procedures 

after the start of the 2019 budget year. Second, the 

funds are mainly used for capacity building of lottery 

selling outlets, image promotion of lottery for public 

welfare, construction of lottery selling channels, 

brand building of lottery games and marketing 

activities.

31. MOF published a circular on the 
Measures for the Administration of 
Special Funds for Donations to Central 
Universities and Colleges

On November 28, MOF published a circular on the 

Measures for the Administration of Special Funds 

for Donations to Central Universities and Colleges, 

which provided the following. First, in order to 

guide and encourage central colleges and universities 

to broaden their sources of funding, improve the 

diversified financing mechanism, and further promote 

the development of higher education, the central 

finance authorities have set up special funds for 

donations to central universities and colleges since 

2009. Second, in order to regulate and strengthen 

project fund management, and in accordance with 

the Budget Law of the People’s Republic of China, 

the Higher Education Law of the People’s Republic 

of China, the Public Welfare Donation Law of the 

People’s Republic of China, the Charity Law of the 

People’s Republic of China and the Circular of the 

Ministry of Finance and the Ministry of Education on 

Improving the Budgetary Appropriation System of the 

Central Universities and Colleges and other relevant 

regulations, the Measures for the Administration of 

Special Funds for Donations to Central Universities 

and Colleges are formulated.

32. MOF published a circular on further 
adjusting the duty-free shopping policy 
for passengers departing the Hainan 
Island 

On November 28, MOF published a circular on 

further adjusting the duty-free shopping policy 

for passengers departing the Hainan Island, which 

provided the following. First, the annual duty-

free shopping limit for each departing passenger 

(including the island resident) is increased to 

30,000 RMB with no l imits on the t imes of 

shopping. Second, add home medical equipment, 

visual training equipment, hearing aids, orthopedic 

fixation equipment, home respiratory support 

equipment (non-life support) to the list of duty-free 

goods, and each person is limited to 2 pieces of 

purchase each time.

33. MOF published a circular on adjusting 
the relevant catalogues on the import tax 
policy for major technological equipment 

On November 29, MOF published a circular on 

adjusting the relevant catalogues on the import tax 

policy for major technological equipment, which 

provided the following. First, the Catalogue of Major 
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Technological Equipment and Products with State 

Support for Development and the Catalogue of Imported 

Key Parts and Raw Materials for Major Technological 

Equipment and Products will be implemented from 

January 1, 2019. The domestic enterprises that meet the 

prescribed conditions may be exempted from customs 

duties and import VAT when they find it necessary to 

import relevant products for the production of related 

equipment or products. Second, the Catalogue of Major 

Technological Equipment and Products Not Exempted 

from Import Tariffs will be implemented from January 1, 

2019. Projects and enterprises that have been approved 

after January 1, 2019 to enjoy preferential import tax 

policies in accordance with the relevant provisions of 

the Circular of the State Council on Adjusting the Tax 

Policies for Imported Equipment may still have their 

relevant imported technologies and accessories subject 

to import taxes.

34. MOF published a circular on the 
advance disbursement of 2019 budget 
of special funds for promoting financial 
inclusion 

On November 29, MOF published a circular on the 

advance disbursement of 2019 budget of special 

funds for promoting financial inclusion, which 

provided the following. First, in order to speed up 

the pace of budget implementation and improve the 

integrity of budget preparation, the 2019 budget of 

special funds for promoting financial inclusion is 

now disbursed to the relevant provinces (autonomous 

regions, municipalities and cities with independent 

planning status) in advance in line with budget 

management rules. Second, the funds will be included 

in the 213 category of "Agricultural, Forestry and 

Water Expenditure" with the project name of "Special 

Funds for Financial Inclusion". After the start of the 

2019 budget year, the funds will be used according to 

procedures.

Ⅱ.Facts & Figures

1. China’s import and export of goods in 
the first 10 months of 2018 increased by 
11.3% year on year

The data released by GAC on November 8 showed 

that the total value of China’s import and export of 

goods in the first 10 months of 2018 was 25.05 trillion 

RMB, registering a year-on-year increase of 11.3%. 

Among them, exports were 13.35 trillion RMB, up by 

7.9% year on year; imports were 11.7 trillion RMB, 

up by 15.5% year on year; and trade surplus was 1.65 

trillion RMB, shrinking by 26.1%.

2. China’s CPI rose by 2.5% year on year 
in October

The data released by the National Bureau of Statistics 

(NBS) on November 9 showed that China’s CPI 

rose by 2.5% year on year in October, and up by 
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0.2% month on month, among which, CPI rose by 

2.5% year on year in urban areas, and up by 0.2% 

month on month; rose by 2.6% year on year in 

rural areas, and up by 0.2% month on month. CPI 

went up by 3.3% year on year for food and down 

by 0.3% month on month; went up by 2.4% year on 

year for non-food and up by 0.3% month on month; 

increased by 2.8% year on year for consumer goods 

and went up by 0.3% month on month; increased 

by 2.1% year on year for services, and stayed flat 

month on month.

3. China’s PPI rose by 3.3% year on year 
in October

The data released by NBS on November 9 showed 

that China’s PPI in October rose by 3.3% year on 

year, and up by 0.4% month on month. The price of 

the means of production jumped by 4.2% year on 

year, and up by 0.6% month on month; specifically, 

the figure surged by 12.4% year on year in the 

extractive industry, and up by 2.8% month on 

month; rose by 6.7% year on year in the raw 

material industry, and up by 0.9% month on month; 

went up by 2.5% year on year in the processing 

industry, and up by 0.2% month on month. In terms 

of the price of the means of consumption, the figure 

rose by 0.9% year on year for food, and down by 

0.1% month on month; rose by 1.2% year on year 

for apparel, and up by 0.3% month on month; rose 

by 1.0% year on year for daily necessities, and up 

by 0.2% month on month; and went down by 0.1% 

for durable consumer goods, and down by 0.2% 

month on month.

4. Revenue of China’s general public 
budget decreased by 3.1% in October

The data released by MOF on November 13 showed 

that revenue of China’s general public budget 

totaled 1.5727 trillion RMB in October, down by 

3.1% year on year, among which, revenue at the 

central government level was 768.4 billion RMB, 

down by 7.1% year on year; revenue at the local 

government level was 804.3 billion RMB, up by 

1% year on year. Expenditure under China’s general 

public budget was 1.2031 trillion RMB, up by 8.2% 

year on year, among which, expenditure at the 

central government level was 234.1 billion RMB, 

up by 12.3% year on year; expenditure at the local 

government level was 969 billion RMB, up by 7.2% 

year on year.

5. The value-added of industrial 
enterprises above the designated size 
went up by 5.9% year on year in October

The data published by NBS on November 14 showed 

that the value-added of industrial enterprises above 

the designated size went up by 5.9% year on year and 

0.48% month on month in October. Specifically, there 

was an increase of 3.8% year on year in the mining 

sector, an upswing of 6.1% in the manufacturing sector, 

and an upsurge of 6.8% in the electricity, thermal, 

gas and water sector. By enterprises of different 
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ownership, there was an increase of 4.6% year on year 

in state-controlled enterprises, a decrease of 3.6% in 

collectively-owned enterprises, an increase of 6.7% 

in joint-stock enterprises, and an upsurge of 3.9% in 

foreign-invested and Hong Kong, Macau and Taiwan 

enterprises. By regions, there was an increase of 5.5% 

year on year in the eastern region, an increase of 6.0% 

year on year in the central region, an increase of 6.7% 

year on year in the western region, and an increase of 

6.1% year on year in the northeastern region.

6. China’s fixed asset investment 
(excluding rural households) increased 
by 5.7% year on year from January to 
October

The data published by NBS on November 14 showed 

that China’s fixed asset investment (excluding rural 

households) totaled 54.7567 trillion RMB in the 

first 10 months of 2018, up by 5.7% year on year. 

By industries, the primary industry investment was 

1.9378 trillion RMB, up by 13.4% year on year; 

the secondary industry investment was 20.4663 

trillion RMB, up by 5.8% year on year; and the 

tertiary industry investment was 32.3525 trillion 

RMB, up by 5.4% year on year. By regions, the 

eastern region’s investment rose by 5.8% year on 

year; the central region’s investment rose by 9.9% 

year on year; the western region’s investment rose 

by 3.2% year on year; and the northeastern region’s 

investment increased by 0.9% year on year. By types 

of registered enterprises, the investment of domestic 

firms was up by 6.1% year on year; the investment 

of Hong Kong, Macau and Taiwan firms went down 

by 6.8% year on year; and the investment of foreign 

firms was up by 6.1% year on year.

7. China’s retail sales of consumer goods 
went up by 8.6% in nominal terms in 
October

The data published by NBS on November 14 showed 

that retail sales of consumer goods in October totaled 

3.5534 trillion RMB, up by 8.6% year on year in 

nominal terms. The retail sales of urban areas totaled 

3.0601 trillion RMB, up by 8.4% year on year; and 

the retail sales of rural areas amounted to 493.4 

billion RMB, up by 9.7%. In addition, catering 

revenues amounted to 400.6 billion RMB, up by 8.8% 

year on year; and retail sales of goods reached 3.1528 

trillion RMB, up by 8.5% year on year.

8. China’s real estate development 
investment increased by 9.7% year on 
year from January to October

The data published by NBS on November 14 showed 

that China’s real estate development investment 

reached 9.9325 trillion RMB, an increase of 9.7% 

year on year in nominal terms in the first 10 months 

of 2018. By regions, the real estate development 

investment was 5.3136 trillion RMB in the eastern 

region, up by 10.8% year on year; 2.0755 trillion 

RMB in the central region, up by 7.1% year on year; 

2.1254 trillion RMB in the western region, up by 8.4% 
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year on year; and 418 billion RMB in the northeastern 

region, up by 15.6% year on year.

9. China’s energy production increased 
steadily in October

The data published by NBS on November 14 showed 

that China’s energy production increased steadily in 

October. Raw coal production was 310 million tons, 

up by 8.0% year on year; crude oil production was 

16.09 million tons, up by 0.3% year on year; crude 

oil processing volume was 52.78 million tons, up by 

4.6% year on year; natural gas production was 13.4 

billion cubic meters, up by 7.5% year on year; power 

generation was 533 billion kilowatt hours, up by 4.8% 

year on year. From January to October, the raw coal 

production was 2.9 billion tons, up by 5.4% year on 

year; the crude oil production was 157.21 million 

tons, down by 1.7% year on year; the crude oil 

processing volume was 505.1 million tons, up by 7.8% 

year on year; the natural gas production was 129.5 

billion cubic meters, up by 6.3% year on year; the 

power generation was 5.5816 trillion kilowatt hours, 

up by 7.2% year on year.

10. China’s local government bond issuance 
and outstanding debts in October

The data published by MOF on November 22 showed 

that 256 billion RMB of local government bonds 

were issued in October, among which, 128.7 billion 

RMB were general bonds and 127.3 billion RMB 

were special bonds; 107.7 billion RMB were new 

bonds and 148.3 billion RMB were swapped bonds 

and refinanced bonds. From January to October, 

local government cumulatively issued 4.0554 trillion 

RMB of bonds, among which, 2.1643 trillion RMB 

were general bonds and 1.8911 trillion RMB were 

special bonds; 2.119 trillion RMB were new bonds 

and 1.9364 trillion RMB were swapped bonds and 

refinanced bonds. In terms of the outstanding debts, 

as of the end of October, nationwide outstanding local 

government debts amounted to 18.4043 trillion RMB, 

among which, 10.9269 trillion RMB were general 

debts, and 7.4774 trillion RMB were special debts; 

government bonds were 18.1478 trillion RMB, and the 

stock of government debts that are not in the form of 

government bonds amounted to 256.5 billion RMB.

11. Value-added output of new industries 
and new forms and models of business in 
2017 reached 15.7% of GDP

The data published by NBS on November 22 showed 

that the value-added output of new industries and 

new forms and models of business in 2017 totaled 

12.9578 trillion RMB, equivalent to 15.7% of GDP. 

In terms of the three industries, the value-added 

output of new industries and new forms and models 

of business in the primary industry was 599.8 billion 

RMB, equivalent to 0.7% of GDP; the figure in 

the secondary industry was 5.4253 trillion RMB, 

equivalent to 6.6% of GDP; and the figure in the 

tertiary industry was 6.9326 trillion RMB, equivalent 

to 8.4% of GDP.
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12. China’s lottery sales increased by 
12.2% in October

The data released by MOF on November 23 showed 

that nationwide lottery sales in October were 42.232 

billion RMB, an increase of 4.578 billion RMB over 

the same period of last year, and up by 12.2% year 

on year. The welfare lottery sales were 18.923 billion 

RMB, up by 3.3% year on year. The sports lottery 

sales were 23.308 billion RMB, up by 20.5% year 

on year. From January to October, cumulative lottery 

sales were 425.73 billion RMB, up by 22.2% year 

on year, among them, the welfare lottery sales were 

184.235 billion RMB, up by 4.1% year on year; and 

sports lottery sales were 241.495 billion RMB, up by 

40.8% year on year.

13. The operating incomes of SOEs 
increased by 10.6% from January to 
October

The data published by MOF on November 28 showed 

that the operating incomes of SOEs totaled 46.95282 

trillion RMB from January to October, up by 10.6% 

year on year, among which, the figure for central 

SOEs was 27.39367 trillion RMB, up by 11.0% 

year on year, and the figure for local SOEs was 

19.55915 trillion RMB, up by 10.0% year on year. 

The operating costs of SOEs totaled 45.26955 trillion 

RMB, up by 10.1% year on year, among which, the 

figure for central SOEs was 26.08756 trillion RMB, 

up by 10.5% year on year, and the figure for local 

SOEs was 19.18199 trillion RMB, up by 9.6% year 

on year. The profits of SOEs totaled 2.80314 trillion 

RMB, up by 17.3% year on year, among which, the 

figure for central SOEs was 1.80614 trillion RMB, up 

by 17.0% year on year, and the figure for local SOEs 

was 997 billion RMB, up by 17.8% year on year.

Ⅲ .MOF Events

1. On October 31, Finance Minister Liu Kun met with 

Mr. Houngbo, President of the International Fund for 

Agricultural Development.

2. On November 6, Finance Minister Liu Kun met 

with Angel Gurria, Secretary General of the OECD.

3. On November 8, Vice Finance Minister Zou Jiayi 

met with Odile Renaud Basso, Director General of 

French Treasury.

4. Recently, Finance Minister Liu Kun met with the 

World Bank President Jim Yong Kim at the Ministry 

of Finance.

5. On November 5, Vice Finance Minister Zou Jiayi 

attended the release of Asian Development Bank’s 

Book on Three Decades of PRC-ADB Cooperation 

in Support of Reform and Opening Up, and met with 

ADB Vice President Groff at the Ministry of Finance.

6. On November 11, Finance Minister Liu Kun met 
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with Canadian Finance Minister Morneau at the 

Diaoyutai State Guesthouse.

7. On November 12, State Councilor Wang Yong, 

Canadian Finance Minister Morneau and International 

Trade Diversification Minister Carr jointly chaired the 

first round of China-Canada Economic and Financial 

Strategic Dialogue in Beijing. Vice Minister Zou Jiayi 

attended the Dialogue.

8. On November 12, on the sidelines of Premier 

Li Keqiang’s visit to Singapore and the East Asian 

Leaders’ Meetings on Cooperation, with the witness 

of the Premier Likeqiang of China and Prime Minister 

Lee Hsien Loong of Singapore, Finance Minister Liu 

Kun and Singaporean Finance Minister Heng Swee 

Keat signed and exchanged letters in which Singapore 

officially announced its endorsement of Guiding 

Principles on Financing the Development of the Belt 

and Road.

9. Recently, Finance Minister Liu Kun met with 

Kamath, President of the New Development Bank.

10. On November 8, Vice Finance Minister Zou 

Jiayi met with the Argentine Central Bank Governor 

Sandleris and the Secretary of Finance of Argentine 

Ministry of Finance Bausili.

11. On November 8, Vice Finance Minister Zou Jiayi 

met with Changyong Rhee, Director of the Asia and 

Pacific Department at the IMF.

12. On November 15, Vice Finance Minister Zou 

Jiayi met with Neven Mimica, Commissioner for 

International Cooperation and Development of the 

European Union, and jointly witnessed the signing of 

the Memorandum of Understanding on China Green 

City Development Fund.

13. On November 15, Vice Finance Minister Yu 

Weiping led a delegation of Chinese government 

officials to attend the 17th Ministerial Conference of 

Central Asian Regional Economic Cooperation and 

met with Takehiko Nakao, the President of the Asian 

Development Bank.

14. On November 27, Finance Minister Liu Kun 

met with the Finance Minister of Vietnam Dinh Tien 

Dung.

15. On November 29, the G20 Finance Ministers’ 

Working Dinner was held in Buenos Aires of 

Argentina on the sidelines of the G20 Summit. The 

meeting mainly discussed topics such as the global 

economic review and outlook, the follow-up work of 

G20 finance track and the key agenda of 2019 G20 

finance track. Finance Minister Liu Kun and Vice 

Finance Minister Zou Jiayi attended the meeting.

16. On November 29, Finance Minister Liu Kun had 

a bilateral meeting with Italian Minister of Economy 

and Finance Tria during the G20 summit and signed 

the Memorandum of Understanding on China-Italy 

Finance Dialogue. Minister Liu Kun also met with 

UK Chancellor of the Exchequer Hammond and 

exchanged views on topics such as the China-UK 

Economic and Financial Dialogue.
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Ⅳ.Local Finance

1. Finance Department of Qinghai 
Province took multiple measures to 
effectively enhance the service capacity 
of township government

According to the news released by the Finance 

Department of Qinghai Province on November 

2, the finance authorities of Qinghai, in order 

to promote the equalizat ion of  basic public 

services, has continued to improve the funding 

mechanism for basic public services in townships 

and provided a strong support for improving the 

financial management system and the working and 

living conditions of townships.

First, improve the township financial management 

system. Continue to increase the transfer payments 

to sub-provincial government. Provincial finance 

authorities have continued to increase the transfer 

payments to sub-provincial government and allocated 

to sub-provincial government more than 70% of 

the transfer payments Qinghai received from the 

central government. The subsidies disbursed to sub-

provincial government increased from 61.4 billion 

RMB in 2012 to 82.97 billion RMB in 2017, with 

an average annual growth rate of 7.2%; the total 

financial resources of the prefectures and counties 

increased from 78.1 billion RMB to 106.8 billion 

RMB, registering an average annual increase of 6.5%.

Second, improve the working and living conditions 

in townships. By the end of 2017, finance authorities 

of Qinghai have arranged a total of 228 million RMB 

of rewards and subsidies to support the completion 

of public service facilities projects in 359 urban and 

rural communities. In 2018, in addition to the 40 

million RMB of funds allocated to support public 

service facilities projects in 87 urban and rural 

communities, finance authorities of Qinghai also 

disbursed 22.41 million RMB of funds to support the 

construction of auxiliary facilities and convenience 

service halls of township government.

Third, improve the funding mechanism for basic 

public services in townships. Encourage, guide 

and regulate the participation of private capital in 

the construction and operation of township public 

services and infrastructure investment through the 

PPP model. Up to now, there are 30 PPP projects 

in the pipeline in Qinghai, with a total estimated 

investment of 52.2 billion RMB. Among them, 

18 are county-level projects with a total estimated 

investment of 9.63 billion RMB, accounting for 18% 

of the province’s total project investment, of which 6 

projects are categorized as the national demonstration 

projects. By promoting the PPP model, improving 

the market-oriented investment, construction 

and operation system, and creating the "beautiful 

townships" and "beautiful villages" in Qinghai, a 

strong impetus has been added to the integration of 

urban and rural areas in Qinghai.



20 

CHINA FINANCE MONTHLY November 2018

Fourth, explore the establishment of a township 

government procurement service system. Promote 

the transformation of government functions and the 

enhancement of the effectiveness of government 

services, in order to expand the scope of government 

procurement of public services, effectively increase 

the effective supply of social assistance services, 

improve the quality and efficiency of services, and 

further stimulate the vitality of private sector.

2. Finance Department of Guangxi 
Zhuang Autonomous Region supported 
the development of the Guangxi part of 
the Yunnan, Guangxi and Guizhou Stony 
Desertification Area

According to the news released by the Finance 

Department of Guangxi Zhuang Autonomous Region 

on November 5, since the beginning of this year, the 

Finance Department of Guangxi has actively fulfilled 

its financial functions and has taken various measures 

to raise funds to support the regional economic and 

social development and poverty alleviation of the 

Guangxi part of the Yunnan, Guangxi and Guizhou 

Stony Desertification Area.

First, increase support and ensure the development 

needs of districts and counties are met. At the end 

of November 2017, the 14.062 billion RMB of 2018 

equalization transfer payment to the districts and 

counties was disbursed in advance. As of the end of 

September this year, a total of 13.479 billion RMB of 

consolidated funds were disbursed to 35 districts and 

counties. 326 million RMB of the policy agricultural 

insurance premium subsidies and the special funds 

for financial inclusion were disbursed to support 

the agricultural insurance policy work in the stony 

desertification area and the development of financial 

inclusion in the industrial parks.

Second, raise funds through multiple channels 

to support the implementation of key projects. It 

has disbursed 5.07 billion RMB of central vehicle 

purchase tax funds, refined oil transfer payment 

funds, water conservancy project construction funds, 

and rural dilapidated housing renovation subsidies. 

Moreover, 5.843 billion RMB of the special funds for 

agricultural production and development in districts 

and counties, the special funds for industrial and 

information development of the autonomous region, 

and the special funds for tourism development of the 

autonomous region were also disbursed.

Third, continue to increase investment to support the 

fight against poverty. From January to September 

2018, a total of 10.195 billion RMB of special 

poverty alleviation funds were raised, registering an 

increase of 17.74% over last year. Among them, the 

amount of special poverty alleviation funds disbursed 

to the 35 counties and districts suffering from stony 

desertification reached 5.226 billion RMB, accounting 

for 51% of such funds in Guangxi. From January to 

September 2018, Guangxi has already disbursed 890 

million RMB of central infrastructure investment 

funds to the 35 counties and districts suffering from 

stony desertification and 2.76 billion RMB of funds 

from newly issued bonds to support relocation.
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3. Finance Department of Yunnan 
Province boosted cultural development in 
support of beautiful villages

According to the news released by the Finance 

Department of Yunnan Province on November 9, it 

has recently disbursed 152 million RMB of central 

special funds for comprehensive rural reform and 

launched 28 "Beautiful Village + Culture" pilot 

projects in the province in order to set examples of 

beautiful villages and demonstration villages of rural 

revitalization.

First, carry forward the old revolutionary tradition 

and tell the "Red Story" of Yunnan. Explore the 

cultural elements to enhance the appeal of beautiful 

villages, highlight the red culture to carry forward 

the revolutionary spirit, and promote the red and eco-

tourism to boost the income of local people.

Second, build on historical heritage to nurture 

growth drivers. Create a livable environment, 

develop beautiful villages, balance protection with 

development, carry forward traditional cultural 

legacy, and promote the development of traditional 

handicrafts in rural areas.

Third, draw on ethnic diversity to create a diverse 

Yunnan. Pay attention to the construction of dwellings 

with ethnic characteristics, enhance inheritance and 

protection of ethnic culture, and explore and protect 

the folk culture of all ethnic groups. Accelerate the 

transformation of resource advantages in ethnic 

areas into economic advantages, promote unity and 

progress among ethnic groups, and implement pilot 

projects to significantly improve the production and 

living conditions of farmers in ethnic minority areas, 

improve the conditions of local villages, boost the 

income and happiness of farmers, and promote the 

development of Yunnan Demonstration Zone for 

Ethnic Unity and Progress.

4. Finance Bureau of Hengyang City, 
Hunan Province took multiple measures 
to improve the quality of fiscal review

According to the news released by the Finance 

Department of Hunan Province, the Finance Bureau 

of Hengyang City, with the aim of serving economic 

development, has moved to increase the effectiveness 

of the use of fiscal funds and taken multiple measures 

to improve the quality of fiscal review.

First, enforce strict standards, strengthen management 

and enhance control at the source. The prices of all 

engineering materials shall be strictly calculated 

according to the price standard of Hengyang Costing 

Station and the price manual for Hengyang fiscal 

investment project materials. Second, conduct strict 

review according to list and improve quality and 

efficiency. Strictly review documents, and reject 

the review of projects without complete documents, 

source of funding, and bidding documents. Third, 

make strict requirements for change, conduct 

rigorous verification and follow strict procedures. 

Construction units must fill out the Application Form 

for the Engineering Change of the Investment and 
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Construction Projects of Hengyang City Government 

if they are to apply for engineering change. Fourth, 

make strict re-examination, streamline the review 

process and speed up the process. The land acquisition 

and demolition projects should entrust a third-party 

surveying and mapping agency to conduct survey and 

produce the formal survey report. The reviewers and 

the staff of city governments, street administrative 

office and other related units shall jointly witness and 

conduct spot checks on the project.

5. The Finance Bureau of Nanchong City, 
Sichuan Province moved to address the 
management problems of the "one card 
solution" 

According to the news released by the Finance 

Department of Sichuan Province on November 15, 

after the launch of the special campaign to address the 

management problems of the "one card solution" for 

the pro-agriculture fiscal subsidy funds in Sichuan, 

Nanchong City also acted quickly and actively to 

tackle the associated problems.

First, push forward the work in a comprehensive way 

and from a high-level angle. (1) Enhance organization 

and leadership throughout the process. The Nanchong 

City Party Committee and the Government set up 

a special work leading group, the heads of county 

(city and district) governments personally took the 

responsibilities and the city and county finance 

departments took the lead in organizing the work. 

(2) Full coverage of inspection. On the basis of 

comprehensively cleaning up the 25 funds as required 

by the Finance Department of Sichuan Provincial, 

the inspections were expanded to include 47 fiscal 

subsidies disbursed through the "one card solution", 

involving 11.42 billion RMB of funds. (3) Launch an 

all-round publicity campaign.

Second, conduct efficient organization and advance 

inspection in a three-dimensional way. (1) Increase 

vertical pressure. The city special leading group 

listened to work report every half month and held 

joint meetings every week; the counties (cities and 

districts) implemented the work inspection and the 

county-level leadership accountability system. (2) 

Enhance horizontal inspection. At the city level, 102 

people were selected to set up 9 inspection teams, 

with a focus on problems and abnormalities. (3) 

Enhance supervision throughout the process. The 

city special leading group set up a special taskforce 

to track the self-inspection, self-correction and cross-

checking work throughout the process. (4) Resolutely 

step up investigation and punishment. A total of 

13 types of problems were found in the city’s self-

inspection and cross-checking, involving 88.78 

million RMB of funds.

Third, maintain high-pressure supervision and 

improve long-term mechanisms.  Strengthen 

supervision in all directions and through multiple 

channels and improve the management of "one 

card solution" with a clear list of policies, a hotline 

to understand people’s needs, a strong supervision 

platform, a long-term mechanism, and an integrated 

"one card solution" in a region.
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6. The Finance Bureau of Qinhuangdao 
City, Hebei Province made new progress 
in poverty reduction 

According to the news released by the Finance 

Department of Hebei Province on November 20, the 

Finance Bureau of Qinhuangdao City has made the 

fight against poverty the top priority of fiscal work to 

ensure that no one falls behind on the road to poverty 

elimination.

First, make investment for three consecutive 

years. In the past three years, the Finance Bureau 

of Qinhuangdao invested 430 million RMB of all 

levels of special poverty alleviation funds. The city 

itself also arranged special funds of 47 million RMB 

every year for three consecutive years, and took the 

initiative to assume the 100 million RMB debt service 

responsibility of Qinglong County for poverty-

reduction financing; and raised 18.03 million RMB of 

funds to enable the city’s 300 village resident teams 

to carry out assistance activities in local villages. Up 

to now, a total of 696 million RMB of agriculture-

related fiscal funds have been consolidated to be used 

for key projects. Educational resources have been 

increased in favor of the poor regions and population. 

From 2016 to 2017, a total of 450 million RMB of 

funds were raised and the policies for subsidizing 

urban and rural compulsory education were fully 

implemented. A total of 210 million RMB of funds 

were invested to improve the schooling conditions 

in rural areas and promote the balanced development 

of compulsory education in urban and rural areas. In 

terms of social security, 33.64 million RMB of new 

fiscal funds have been raised to improve the medical 

security level of the poor. Second, step up support for 

the poor. A total of 398 poverty-stricken households 

in Qinglong County have been paired with officials 

of the finance bureau to provide the poor households 

with one-on-one ass is tance.  Current ly,  393 

households have been lifted out of poverty, and the 

poverty alleviation rate has reached 98.7%. Third, 

improve mechanisms to strengthen supervision. The 

Finance Bureau of Qinhuangdao City endeavored 

to establish and improve a long-term mechanism 

for targeted poverty alleviation, successively 

formulated and issued documents on strengthening 

the management of city-level poverty alleviation 

funds, and made efforts to build a transparent poverty 

alleviation mechanism.

7. Yunnan Province published the 
Opinions on Implementing the Third-party 
Performance Evaluation of Government 
Procurement of Services

According to the news released by the Finance 

Department of Yunnan Province on November 23, it 

has recently published the Opinions on Implementing 

the Third-party  Performance Evaluat ion of 

Government Procurement of Services.

First, clarify the responsibilities of main players. The 

finance authorities at all levels in Yunnan are mainly 

responsible for the development of the third-party 

performance evaluation system and the operational 

guidance for government procurement of services; 
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the purchasing entities are responsible for the 

specific organization of the performance evaluation 

by third-party agencies; third-party agencies should 

carry out performance evaluation according to 

laws and regulations and assume responsibilities 

for the authenticity of the evaluation results; the 

undertaking entities should cooperate with the 

performance evaluation work, and truthfully provide 

the information related to performance evaluation.

Second, clarify the scope of evaluation. Identify the 

key areas and key projects for third-party performance 

evaluation among the government service procurement 

projects that closely relate to people’s lives, entail large 

amount of funds, draw great public attention and top 

the agenda of the government and Party committee, 

and make sure that the performance evaluation is 

relevant with targeted indicators and large scope.

Third, improve the evaluation index system. 

According to the types of government service 

procurement projects and their respective fields, 

and in light of the quantity, quality, timeliness, cost, 

benefit and satisfaction of clients, the performance 

targets and corresponding indexes should be 

reasonably set and determined. Through the pilot 

program, the performance evaluation index system 

should be further improved, the innovative evaluation 

methods and approaches be explored, and the third-

party performance evaluation be steadily promoted.

8. The Finance Bureau of Suzhou City 
of Anhui Province established six 

mechanisms in support of poverty 
reduction 

According to the news released by the Finance 

Department of Anhui Province on November 28, the 

Finance Bureau of Suzhou City of Anhui Province 

has established six mechanisms for increasing poverty 

alleviation funds to improve the financial capacity in 

support of Suzhou’s fight against poverty.

First, establish a mechanism for stable growth of fiscal 

funds for poverty alleviation and step up support for 

poverty alleviation. Since 2016, the city government 

has invested a total of 1.051 billion RMB into poverty 

alleviation, with an average annual growth rate of more 

than 50%. The city finance authorities have arranged a 

total of 438 million RMB of funds by revitalizing the 

idle stock of funds to support poverty alleviation, and 

the provincial finance department has disbursed 1.506 

billion RMB of poverty alleviation funds, with an 

average annual growth rate of more than 25%.

Second, establish mechanisms for consolidation 

of agricultural-related fiscal funds to enhance the 

synergy in support of poverty alleviation. Since 

2016, the counties and districts have consolidated 

6.233 billion RMB of the central, provincial, city 

and county-level agriculture-related fiscal funds to 

support poverty alleviation, including the 944 million 

RMB of funds consolidated in 2016 and the 2.912 

billion RMB of funds consolidated in 2017. From 

January to September 2018, the counties and cities 

had planned to consolidate 2.556 billion RMB of 

funds and managed to consolidate 2.377 billion RMB 
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of funds for poverty reduction.

Third, establish and improve the supervisory mechanism 

of fiscal funds for poverty alleviation and strictly manage 

the use of funds. In allocating the special budgetary 

funds, the recovered idle funds and the consolidated 

fiscal agriculture-related funds for poverty alleviation, 

the county and district finance authorities shall make sure 

that all of them meet the level required by the provincial 

government. The use of fiscal funds for poverty 

alleviation should be centered around the city’s poverty 

alleviation plan, focus on supporting the city’s top ten 

projects for poverty alleviation, and should not be used 

for expenditures that are inconsistent with the central, 

provincial and city regulations on the management of 

fiscal funds for poverty alleviation. The city should 

strengthen the dynamic monitoring of fund payment 

by the competent authorities of poverty alleviation 

projects, keep timely grasp of the progress of project 

implementation and the disbursement of funds, prevent 

the occurrence of idle and stagnant funds and ensure the 

truthful information about the progress of projects.

Ⅴ. Remarks & Opinions

1. Zhou Qiangwu: China-Australia 
cooperation under the Belt and Road 
Initiative

At the third China-Australia Belt and Road Finance 

and Investment Forum, Zhou Qiangwu, Director 

General of the International Economics and Finance 

Institute of MOF said that the Belt and Road Initiative 

has been increasingly recognized and accepted by the 

international community and has achieved tangible 

outcomes since it was proposed five years ago.

In terms of outcomes, over the past five years, China’s 

trade in goods with the Belt and Road countries has 

exceeded 5 trillion USD, and China’s investment in 

the Belt and Road countries has reached more than 

86 billion USD. 82 economic and trade development 

zones have been set up in the Belt and Road countries, 

and nearly 6,000 enterprises and projects have been 

put into operation, creating more than 240,000 jobs. 

Among them, the China-Belarus Industrial Park, with 

an area of nearly 100 square kilometers, has attracted 

investment from Japan, South Korea and other major 

economies, and has emerged as the largest overseas 

industrial park invested and built by China.

In terms of the Belt and Road mechanism and 

platform, China, along with the 105 Belt and Road 

countries and 29 international organizations, signed 

149 inter-governmental cooperation documents. Take 

the development of financing mechanism for example, 

during the Belt and Road Forum for International 

Cooperation last year, 27 countries endorsed the 

Guiding Principles on Financing the Development 

of Belt and Road, and the 6 major multilateral 

development banks such as the World Bank jointly 

signed the Memorandum of Understanding on 

Collaboration on Matters of Common Interest under 

the Belt and Road Initiative. The Belt and Road 
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Capacity Building Center jointly set up by China 

and the IMF announced the establishment of the 

Belt and Road Financial Development Research 

Center and is also promoting the establishment of 

a multilateral cooperation center for international 

financing; in addition, the Chinese government has set 

up the Silk Road Fund worth 40 billion USD and 100 

billion RMB. This equity-based and open-end fund 

has pledged more than 7 billion RMB of outbound 

investment and more than 80 billion USD of total 

investment in the projects supported by it.

These mechanisms and platforms have promoted more 

transparent, rule-based and high-standard development 

of the Belt and Road from different dimensions. With 

the launch of the second Belt and Road Summit next 

year, there will be new progress in the development of 

relevant governance mechanisms.

In such context, China and Australia can strengthen 

the cooperation on Belt and Road by focusing on the 

following aspects:

First, give play to the role of government. The Chinese 

government and the countries along the Belt and 

Road have signed inter-governmental cooperation 

documents. However, Australia is not among them, 

which deserves reflection from the Australian side. Of 

course, an encouraging development is that just the 

day before yesterday, the National Development and 

Reform Commission of China and the Victorian State 

of Australia signed a memorandum of understanding 

on the cooperation under the Belt and Road Initiative. 

This is also the first Belt and Road cooperation 

agreement signed between China and Australian state 

government. The efforts of government, especially 

those of the Chinese and Australian government, are 

crucially important.

Second, strengthen the synergy of development 

s trategies .  China and Austral ia  have strong 

economic complementarities and a high alignment 

of development strategy. At the moment, Australia is 

advancing the Northern Development program, which 

has many points of convergence with the Belt and 

Road. Given the extensive experience of China and 

Australia in infrastructure construction and financing, 

the synergy between the two initiatives will surely 

further broaden the areas of cooperation between the 

two countries.

Third, promote pragmatic cooperation between the two 

countries. The government may set up platforms but 

leave the key role needs to the businesses. In the final 

analysis, the Belt and Road cooperation still depends 

on the market to play a key role, and the cooperation 

between enterprises of the two countries is particularly 

important. The two countries can actively explore the 

possibilities and pathways of advancing third-party 

market cooperation. Chinese and Australian companies 

can complement each other’s advantages in joint 

bidding, joint production and joint investment. China’s 

cooperation with some major economies in the third-

party market will become a major direction for China 

and relevant countries to strengthen the Belt and Road 

cooperation.

Fourth, advance financial cooperation. Financial 

cooperation is an important pillar for the Belt and 
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Road Initiative, in which China and Australia can 

do a lot. China and Australia can carry out different 

forms of innovation and cooperation between the 

financial institutions, financial entities and private 

capital to achieve mutual benefits and win-win results. 

The financial sectors of China and Australia can also 

strengthen cooperation on the development of the 

network of commercial banks along the Belt and 

Road to jointly promote cooperation between relevant 

countries on bond markets and financial products to 

help fill the financing gaps.

Fifth, strengthen exchanges between academics and 

various groups of the two countries. The Australian 

academic community has some concerns about the 

Belt and Road, but on the whole, the perception is 

objective and some constructive suggestions have been 

put forward, such as more information disclosure, 

greater transparency and smoother participation of 

foreign enterprises. The enhanced exchanges and 

communication between academic communities of 

China and Australia on important matters related to the 

Belt and Road cooperation will certainly provide useful 

lessons for both governments and enterprises and 

deliver multiple-win outcomes to China and Australia. 

2. Liu Kun: improve the fiscal system for 
high-quality growth

Recently, Finance Minister Liu Kun wrote in the Study 

Times that public finance is the foundation and an 

important pillar of state governance. In the new era of 

socialism with Chinese characteristics, we must adhere 

to the guidance of Xi Jinping Thought on Socialism 

with Chinese Characteristics for a New Era, take 

the supply-side structural reforms as the main task, 

improve the fiscal and tax policies and institutional 

systems for high-quality development, and earnestly 

fulfill the duties for promoting the high quality 

development of China’s economy.

In the report of the 19th National Congress of the 

Communist Party of China, General Secretary Xi 

Jinping pointed out that China’s economy is shifting 

from a high-speed growth stage to a high-quality 

development stage and is in the pivotal process of 

transforming the development model, optimizing 

the economic structure and transitioning the growth 

drivers. As public finance is the foundation and an 

important pillar of state governance, promoting high-

quality development of China’s economy is the due 

responsibilities of the finance authorities. The finance 

authorities should adhere to the guidance of Xi Jinping 

Thought on Socialism with Chinese Characteristics 

for a New Era, fully implement the spirit of the 19th 

Party Congress, put quality first and give priority to 

performance, take supply-side structural reforms as 

the main task to improve the fiscal and tax policies and 

institutional systems for high-quality development, and 

promote higher quality, more efficient, fairer and more 

sustainable development.

First, implement proactive fiscal policies and deepen 

supply-side structural reforms. Deepening the supply-

side structural reforms is the fundamental way to 

adjust the economic structure and transform the growth 

model and is the only way to improve the quality of 
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supply system and achieve high-quality development. 

In accordance with the plan of the 19th Party Congress 

on deepening the supply-side structural reforms, the 

finance authorities have made great efforts to implement 

proactive fiscal policies. While stabilizing economic 

growth, the finance authorities have increased support 

for supply-side structural reforms and enabled fiscal 

policies to play a greater role in expanding domestic 

demand and structural adjustment, in order to enhance 

the quality of China’s economic growth.

Create a stable macro environment. We will refrain 

from flooding the economy with massive stimulus, 

and make policies more forward-looking, flexible and 

effective. While continuing to implement the reduction 

of taxes and fees, we will coordinate the relationship 

between income, deficit and special debts, make 

good use of the budget stabilization fund, maintain 

high expenditure intensity, and speed up budget 

implementation. From January to September this year, 

the national general public budget expenditure was 

16.33 trillion RMB, completing 77.8% of the budget 

set at the beginning of the year and 2.8 percentage 

points faster than the schedule. Accelerate the 

issuance of local government bonds. As of the end of 

September, the local government’s issuance of general 

bonds reached 92% of the annual plan and the issuance 

of special bonds reached 92.4% of the annual plan. 

We will adjust and optimize the structure of fiscal 

expenditures, strictly control recurrent expenditures, 

and increase support for fighting the three critical 

battles, deepening the supply-side structural reforms 

and improving people’s livelihood. With the combined 

effects of fiscal and other macro-policies, China’s 

economy has generally kept a stable and sound 

momentum and the main macro-economic indicators 

are in a proper range.

Strengthen the weak links. Strengthening the weak 

links is identified as a key task of deepening the 

supply-side structural reform. We will support the 

construction of major projects determined by the 

central government and strengthen the weak links in 

economic and social development. We will go all out 

to support the fight against poverty and significantly 

increase the central government’s special poverty 

alleviation funds. In 2018, we allocated 106.1 billion 

RMB, an increase of 23.2% over the previous year, 

to support the extremely poor areas such as the "three 

regions and three prefectures". Focus on addressing 

the outstanding environmental problems. We have 

arranged 4.05 billion RMB of funds for prevention and 

control of air, water and soil pollution, representing the 

biggest investment in recent years. We have increased 

investment in key areas. From January to September 

this year, the central government has disbursed a 

total of 409.4 billion RMB for local infrastructure 

expenditures, completing 94.2% of the budget set at 

the beginning of the year, with a focus on supporting 

infrastructure construction in areas such as innovation 

and ecological protection. In the public service areas 

such as elderly care and education, we have promoted 

the PPP model in a regulated and orderly way to attract 

private capital participation.

Guide the optimized allocation of production factors. 

We have transformed and upgraded traditional 

industries while vigorously developing new industries, 
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and promoted industries to move up to middle and high 

level. We have continued to support the workers in the 

steel and coal industry affected by the overcapacity 

reduction, and orderly resolved the legacy problems of 

state-owned enterprises. We have supported the pilot 

insurance premium subsidies for the development of 

strong industrial base, intelligent manufacturing and 

the first (set) of major technical equipments so as to 

promote the development of key industries such as 

integrated circuits and new materials. We have adjusted 

and improved the subsidy policy for the promotion 

of new energy vehicles, increased the technology 

threshold for subsidy, and optimized subsidy standards. 

We have given play to the guiding role of the central 

fiscal funds, catalyzed private investment and enhanced 

the development level of strategic emerging industries. 

We have supported the transformation and upgrading 

of the traditional service industries, accelerated the 

development of the modern service industries, and 

fostered new growth drivers.

Second, comprehensively implement budget 

performance management to enhance the efficiency 

of economic development. To promote high-quality 

development, we must continuously raise the input-

output efficiency, the contribution rate of scientific and 

technological progress and the total factor productivity, 

and improve government administrative efficiency and 

public service quality. To achieve the above objectives, 

we must fully implement budget performance 

management and accelerate the establishment of a hard-

binding accountability mechanism for expenditures. 

We must implement the Opinions of the Central 

Committee of the Communist Party of China and the 

State Council on the Comprehensive Implementation of 

Budget Performance Management, strive to basically 

complete a comprehensive, full-process and full-

coverage budget performance management system 

in 3-5 years, achieve the integration of budget and 

performance management, comprehensively improve 

the efficiency of fiscal resource allocation and the 

effects of fund use, and promote the effective growth 

of the economy with substantial increase in quality.

Build a  comprehensive budget  performance 

management structure. All levels of government 

revenues and expenditures as well as departmental and 

unit budgets will be fully integrated into performance 

management so as to improve income quality and 

efficiency of financial resource allocation and 

systematically enhance the administrative efficiency of 

government. We have implemented full-cycle tracking 

and performance evaluation of major policies and 

project, established a dynamic evaluation and clean-up 

and exit mechanism.

Establish a full-process budget performance 

management chain, specifically, in the budget decision-

making process, establish an ex-ante performance 

evaluation mechanism, promote rational decision-

making at all levels of government, and prevent 

inefficiency at the source; in the budget preparation 

process, strengthen performance target management 

and integrate performance with accountability; in 

the budget execution process, carry out "double 

monitoring" on the achievement of performance 

targets and the progress of budget execution, correct 

deviations in time, and prevent funds from lying idle 
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and being wasted; after the budget completion, through 

the combination of self-assessment and external 

evaluation, carry out performance evaluation of budget 

execution and completion of performance targets, and 

apply the results of performance evaluation to improve 

management, perfect policies and arrange the budget 

of the next year.

Improve the full-coverage budget performance 

management  sys tem.  Promote  per formance 

management to cover all fiscal funds and even extend 

to government investment and financing activities. 

Coordinate the performance management of general 

public budget, government-managed fund budget, 

state-owned capital operation budget and social 

insurance fund budget, consolidate the funds with the 

same or similar purposes, timely adjust and improve 

the policies and projects with long-standing surplus, 

low efficiency and policy effects so as to maximize the 

effects of the limited fiscal resources.

In the full implementation of budget performance 

management, it is necessary to highlight "two 

cons t ra in t s" .  On  the  one  hand ,  c la r i fy  the 

responsibilities for performance management. Local 

governments at all levels and all departments and units 

are responsible for their respective budget performance 

management. Project owners are responsible for project 

budget performance, and are held accountable for life 

for the performance of major projects. On the other 

hand, we must strengthen performance management 

incentives and constraints, and establish a mechanism 

for linking performance evaluation results with budget 

arrangements and policy adjustments.

Third, further cut taxes and fees and focus on 

accelerating the development of real economy. 

The real economy is the cornerstone of a country’s 

economy, the fundamental source of wealth creation, 

and an important pillar of a country’s prosperity. 

In recent years, the finance authorities have 

implemented the requirements of "making the market 

play a decisive role in resource allocation and giving 

full play to the role of the government", and stepped 

up support for the real economy by combining the 

improvement of the tax system with the reduction of 

taxes and fees. In 2018, with a focus on the reduction 

of taxes and fees, on top of the various measures to 

cut taxes and fees, we have introduced preferential 

tax and fee policies that cover multiple links and 

fields, with clear priorities and broad benefits, with a 

view to enhancing the vitality of market entities and 

the internal growth drivers.

Significantly reduce corporate tax burdens. We have 

deepened the reform of VAT and reduced the VAT rate 

of manufacturing industry and agricultural products; 

unified small-scale taxpayer standards for VAT; and 

provided one-time refund of the not-fully-deducted 

input tax for eligible advanced manufacturing and 

modern service enterprises as well as power grid 

enterprises for a certain period of time. We supported 

the development of small and micro enterprises, 

increased the upper limit of the annual taxable income 

of small and micro-profit enterprises that enjoy the 

preferential policy of halving their corporate income 

tax, and raised the VAT-exempt per-enterprise credit 

line for the interest income from loans offered 

to eligible small-scale enterprises and individual 
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industrial and commercial proprietors from 1 million 

RMB to 10 million RMB. Promote innovation by 

enterprises. We have extended the pilot program of 

preferential tax policies for venture capital and angel 

investment to the whole country, expanded the policy 

of increasing the deduction rate of R&D expenses to 

75% from technology-based SMEs to all enterprises, 

allowed the one-time pre-tax deduction of newly 

purchased equipments and devices worth less than 5 

million RMB for enterprises, removed the restrictions 

on the deduction of enterprise’s entrusted overseas 

R&D expenses, and lengthened the loss carryover 

period of high-tech enterprises and technology-based 

SMEs. We have supported the development of open 

economy, introduced policies to waiver withholding 

income tax for foreign investors if they make direct 

investment with profits, and allowed the tax credit 

for the overseas income of enterprises; improved the 

export tax rebate policy and reduced the tax burden of 

export enterprises; adapted to the needs of industrial 

upgrading, lowered tariffs on imported industrial 

products such as electrical equipments, parts and raw 

materials, and brought the overall tariff level in China 

down to 7.5% from 9.8% in 2017.

Further reduce the non-tax burden of enterprises. 

We have made efforts to reduce compliance costs, 

suspended, reduced or exempted some administrative 

fees, reduced the charges for some government-

managed fund such as the employment security funds 

for disabled persons and the national major water 

conservancy construction funds, and thoroughly 

regulated illegal charges, so that enterprises can be 

freed up and further energized.

At present, the various policies of tax and fee cut 

unveiled at the beginning of this year have been 

implemented. The tax and fee cut, together with a 

series of measures to promote the development of the 

real economy introduced in the middle of the year, is 

expected to reduce the annual burden of enterprises by 

more than 1.3 trillion RMB. The finance authorities 

will continue to enhance the development momentum, 

create an enabling environment for the growth of 

enterprises, study and implement larger-scale tax cuts 

and more effective cost reductions, and better promote 

the healthy development of the real economy.

Fourth, vigorously support scientific and technological 

innovation and promote the transition of growth 

drivers. Innovation is the primary driving force for 

development, which determines the speed, efficiency, 

sustainability and quality of development. The 

finance authorities have resolutely implemented the 

innovation-driven development strategy, increased 

support for public science and technology activities, 

strived to address problems such as inadequate 

innovation capability and core technology constraints, 

strengthened strategic support for the modern economic 

system, and promoted the economic development in 

the direction of innovation-driven development.

Increase fiscal investment in science and technology. 

We have prioritized science and technology as an area 

of fiscal spending, ensured the funding for the research 

and development of key and core technologies, and 

enhanced the ability of independent innovation in key 

areas. From January to September this year, the science 

and technology expenditure under the general public 
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budget of the central level increased by 21.7%. We 

have given play to the role of the central government 

in guiding the use of local science and technology 

development special funds, and guided local 

governments to strengthen the supporting platform for 

science and technology innovation and advance the 

construction of service systems.

Implement major reform initiatives. We have seriously 

implemented the reform of the management of funds 

for central-level research projects, given scientific 

research personnel the greatest possible autonomy, and 

mobilized the innovation and creativity of researchers. 

We accelerated the implementation of goal-oriented 

and results-based performance evaluation for 

government science and technology expenditure and 

improved the performance of scientific research. 

We supported Zhongguancun and other 19 national 

independent innovation demonstration zones, the 

science and technology innovation centers in Beijing 

and Shanghai and three comprehensive national 

science centers, in order to enhance regional science 

and technology innovation capabilities.

Promote the commercialization and application of 

scientific and technological findings. We implemented 

an income distribution policy that is oriented toward 

the increase of knowledge value, improved the revenue 

sharing mechanism for scientific and technological 

findings of scientific researchers, and encouraged 

researchers to obtain reasonable income through the 

commercialization of scientific and technological 

findings. We improved equity incentives and 

income tax policies for technology used as equity 

shares, and gave full play to the role of the National 

Guiding Fund for Scientific and Technological 

Findings Commercialization in accelerating the 

commercialization of scientific and technological 

findings.

Support innovation and entrepreneurship. We 

established the national financing guarantee fund to 

deploy re-guarantee, equity investment and other forms 

to support the development of financing guarantee, and 

strived to achieve the target of providing support for 

150,000 more small and micro enterprises and offering 

140 billion RMB of loans in each year. We improved 

the policies of special fund for financial inclusion and 

the preferential tax and fee policies, so as to alleviate 

the difficulties of small and micro enterprises and 

farmers and rural area in accessing financing. We 

promoted the demonstration cities of innovation and 

entrepreneurship by small and micro enterprises, and 

explored the efforts to improve the environment for 

innovation and entrepreneurship.

Fifth, build a central-local fiscal relationship based on 

the modern fiscal system. High-quality development 

is aimed at meeting people’s growing needs for 

a better life. The establishment of a central-local 

fiscal relationship with clearly-defined powers and 

responsibilities, appropriate allocation of financial 

resources, and greater balance between regions is 

crucial for improving the modern economic system, 

and is also important for promoting the coordinated 

development of urban and rural areas, accelerating 

the equalization of basic public services, and better 

meeting the growing needs of people for a better life. In 
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accordance with the reform requirements put forward 

by the 19th Party Congress, the focus of the current 

and future periods will be on three aspects: division of 

fiscal powers and expenditure responsibilities between 

the central and local government, division of revenues, 

and central-to-local transfer payment system.

Accelerate the division of fiscal powers and 

expenditure responsibilities between the central 

and local governments. A preliminary framework 

of three levels has been formed. The first level 

is the Guiding Opinions of the State Council on 

Promoting the Reform of the Division of Fiscal 

Powers and Expenditure Responsibilities between 

the Central and Local Governments, which clarifies 

the basic principles, main tasks and requirements 

for the reform of the division of fiscal powers and 

expenditure responsibilities. The second level is 

Reform plan for the Division of Fiscal Powers and 

Expenditure Responsibilities between the Central 

and Local Governments in the Area of Basic Public 

Services, which clarifies the approach of sharing 

the expenditure responsibilities for 18 shared fiscal 

powers in 8 categories and provides the guidance for 

subsequent reforms in other areas. The third level 

is focused on specific areas and sectors. At present, 

reform plans for the diplomatic and medical areas 

have been introduced, and more area-based reform 

plans will be formulated in this year and next year. 

After the completion of these tasks, the fiscal powers 

and expenditure responsibilities of the central and 

local governments in the main areas will be clearly 

divided and the corresponding transfer payment 

system will be set up, which will effectively promote 

the clear definition of central and local powers and 

responsibilities, appropriate allocation of financial 

resources and equalization of basic public services.

Further rationalize the division of revenues between 

the central and local governments. In line with 

the progress of the division of fiscal powers and 

expenditure responsibilities, tax reform and local 

tax system development and on the premise of 

maintaining the overall stability of the existing 

structure of financial resources, we will appropriately 

increase the types of local taxes so as to form a 

revenue-division system between the central and 

local governments dominated by shared taxes and 

supplemented by special taxes to ensure that the 

central and local governments fulfill their fiscal 

powers and expenditure responsibilities.

Improve the central-to-local transfer payment system. 

In line with the progress of the current reform of 

fiscal powers and expenditure responsibilities, we 

will provide transfer payment for shared fiscal powers 

under the general transfer payment, adjust transfer 

payment projects accordingly, continue to clean up 

and regulate special transfer payments, and improve 

the regular evaluation mechanism of transfer payment. 

The improved transfer payment system should reflect 

and uphold the Party’s authority and centralized and 

unified leadership, serve the functions of transfer 

payment, enable the central government to exercise 

control, coordinate well with the division of financial 

powers between the central and local governments, and 

better mobilize the incentives of the central and local 

governments.
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3. Zou Jiayi: China and Canada are 
committed to deepening and expanding 
China-Canada economic and trade 
partnership

On November 12, after the first round of the 

China-Canada Economic and Financial Strategic 

Dialogue, Vice Finance Minister Zou Jiayi gave a 

briefing on the Dialogue. First, the two sides had 

broad and in-depth discussions with a focus on 

the three topics of macroeconomic situation and 

global economic governance, trade and investment 

cooperation, and financial cooperation. Second, 

a total of more than 50 outcomes were achieved, 

including promoting the improvement of overall 

economic governance, deepening two-way trade and 

investment cooperation, strengthening cooperation 

in priority areas, and deepening cooperation in the 

financial sector. Third, the two sides reaffirmed 

their commitments to deepening and expanding 

China-Canada economic and trade partnership, 

further strengthen cooperation under the multilateral 

and bilateral frameworks, uphold the rule-based 

international order, jointly support multilateralism, 

and build an open world economy.

4. Zhu Guangyao: promoting higher-level 
reform and opening-up in the new era is of 
vital importance for China’s development 
and future

On November 16, former Vice Finance Minister 

Zhu Guangyao attended the 5th Meeting of China 

Outbound Forum and delivered a speech. He believed 

that how China promotes higher-level reform and 

opening-up in the new era is of vital importance for 

China’s development and future.

China has full confidence, as the Chinese economy has 

achieved remarkable development in the past 40 years 

of reform and opening-up, China’s overall strength 

has been stronger than ever before, and the living 

standards of the Chinese people have seen tremendous 

changes. The Chinese economy will further develop 

to a higher level and realize the transition from high-

speed growth to high-quality development. At present, 

China faces many complicated domestic and foreign 

challenges. The most important thing is to do our own 

things well. Under the strong leadership of the Party 

Central Committee, we will adhere to the general 

policy of making progress while maintaining stability, 

keep the Chinese economy on a steady and sound track 

of development, and overcome the various problems 

arising in the process of development.

As we manage our own things well, we will also 

actively participate in global economic governance. On 

the external front, external challenges are extremely 

grave due to trade disputes and rise of unilateralism. 

History tells us that external pressure is often the 

driving force for our internal structural reform. The 

key is how we can get the rhythm of reform right, 

deepen reform in the process of opening-up, and 

take the opening-up to a higher level through reform. 

Internally, we must further deepen reform and opening 

up, address the intractable legacy problems, and push 

forward the new areas of reform.
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In the process of opening-up, we will deepen reforms 

and at the same time raise the opening-up to a higher 

level through reforms. We call for greater sense of 

urgency in advancing the reform of WTO under 

the multilateral trading system. There are two main 

problems: one is the improvement of WTO’s efficiency, 

and the other is the resolution of problems at WTO’s 

appellate body. As a responsible major country, China 

must propose a plan for WTO reform, and at the same 

time, firmly advance its own reforms, especially the 

structural reforms, to take reform and opening-up to a 

higher level.

5. Zou Jiayi: China’s reform and 
opening up will give impetus to regional 
cooperation in East Asia 

On October 26, at the High-level Forum of 40 

years of China’s Reform and Opening-up: Process, 

Prospects and Impact on the East Asian region, 

Vice Finance Minister of Finance Zou Jiayi said 

that China’s development will  bring greater 

development opportunities to East Asia, especially 

ASEAN members, and China’s reform and opening 

up will give impetus to regional cooperation in 

East Asia.

China is increasingly involved and actively promoting 

regional cooperation in East Asia. The process of 

China’s reform and opening up is also a process of 

continuous and deepening participation and integration 

into regional cooperation in East Asia. In order to 

maintain financial stability and economic growth in the 

region, we must take the path of regional cooperation 

for self-improvement.

First, the multilateral trading system is in 
the common interest of all parties.

The economic ties between China and East Asian 

countries are increasingly closer. In 1990, ASEAN’s 

exports to China accounted for only 2% of ASEAN’s 

total exports. By 2016, most of ASEAN countries’ 

exports to China have risen to the equivalent of 4% 

of their GDP. In 1990, ASEAN’s imports from China 

accounted for only 2.2% of total imports, and this 

proportion increased to 20.7% in 2016. In 2017, the 

trade value between China and ASEAN, Japan and 

South Korea exceeded 1 trillion USD. In the same 

period of the year, China’s total trade value was about 

4.1 trillion USD. China’s trade with ASEAN, Japan 

and South Korea took up around one quarter of China’s 

total imports and exports.

In terms of bilateral trade between China and ASEAN, 

bilateral trade totaled 514.8 billion USD in 2017, up by 

9% year on year; imports were 235.7 billion USD, up by 

20% year on year. With respect to the balance of trade, 

although China is still running a trade surplus, the growth 

rate of China’s imports from ASEAN is twice the growth 

rate of exports to ASEAN. In the future, China is set to 

become a huge market for ASEAN countries.

As East Asia’s own market is becoming the main 

driver of economic growth in the region, maintaining 

an open and rule-based multilateral trading system is in 

the common interest of East Asian countries.
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Second, improve the regional mechanism 
for prevention and control of financial 
risks.

The development of the East Asian Economic 

Community should be a long-term vision for the 

"ASEAN+3" cooperation process.

(1) Strengthen the synergy between international 

institutions within the region and build a framework 

for regional economic governance.

(2) Further improve the regional mechanism for 

prevention and control of financial risks to maintain 

regional economic and financial stability. It is hoped 

that AMRO can effectively carry out economic 

surveillance and crisis warning. We must further 

reform and improve the governance framework of 

AMRO and turn it into an independent, credible and 

professional regional international organization; and 

enhance the operability of the CMIM so that it can 

effectively play the role of crisis prevention and rescue 

and strengthen the regional financial safety net.

(3) Deepen the development of the regional local 

currency bond market and build a more diversified 

long-term financing channel for infrastructure. 

Through bond issuance, we may catalyze more private 

sector funds for infrastructure investment. And we 

also need to promote the capital increase and business 

model expansion of CGIF, and facilitate the issuance 

of regional local currency bonds and develop regional 

bond markets.

Third, we must adhere to the direction 
of the new type of globalization in 
addressing China-U.S. trade tensions.

When it comes to the China-U.S. trade war, we don’t 

want trade war, we are not afraid of trade war, and 

we shall not get lost. We don’t want a trade war, 

because we oppose the trade war, we are on the 

defensive, and there is no winner in a trade war. We 

are not afraid of trade war. If the trade war is to last 

long and we are forced to fight one, we are not afraid 

of it. China itself is a big market and its economic 

growth is mainly driven by domestic demand. The 

Chinese market is sufficient to support the stable 

development of the Chinese economy in the future. 

The trade war will have a negative impact on the 

entire East Asian economy, especially the value chain 

and the industrial chain. But our confidence in the 

regional economy is also based on the big market 

of East Asia or the entire Asian region. We shall not 

get lost or confused about the direction. Although 

unilateralism and trade protectionism have increased, 

it is necessary to recognize the overarching trend and 

adhere to the direction of the new type of globalization 

which is based on cooperation, consultation and win-

win benefits, and further deepen and expand regional 

cooperation in East Asia.
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