The Taxation

 

Sine 1994, China has practiced a financial system based on separate tax system; and according to the principle of unifying the right of finance and work, it has divided rationally the financial revenue of the central and local administrations. The central government, through the system of tax rebate and transfer payment regulates the financial revenue of various districts. At the same time, two sets of taxation institutions have been set up to carry out separate management.

Since the taxation reform in 1994, a taxation system with a value-added tax as the main element had been established.  At present, China’s taxation system consists of 25 kinds of tax which is divided into eight kinds according to their nature and role:

1. Turnover tax. This consists of value-added tax, consumption tax and business tax, three kinds in all. These taxes are collected according to the sales income or business income obtained by the taxpayers in the process of production, circulation or service.

2. Income tax. This includes enterprise income tax (applicable to domestic enterprises such as State-owned enterprises, collective enterprises, private enterprises, joint enterprises, and shareholding enterprises), foreign-invested enterprises and foreign enterprises income tax, and individual income tax, three kinds in all. These taxes are collected according to the profits or income obtained by producers, managers or individuals.

3. Resources tax. This consists of resources tax and city and town land use tax, two kinds in all. These tax are collected from those who engage in resources development or use city and township land, and this will realize the compensated use of the State resources and regulate the resources differentiate income of the taxpayers.

4. Special purpose tax. This includes city maintenance and construction tax, tilling land possession tax, fixed asset investment orientation regulated tax and land value-added tax, in four kinds. These taxes are set for special purposes and to regulate special objects.

5. Financial tax. This includes housing property tax, city real estate tax and inheritance tax (not yet collected), three in all.

6. Act tax. This includes car and boat use tax, care and boat license tax, stamp tax, contract tax, securities trade (not yet collected), slaughter tax and banquet tax, in seven kinds. These taxes are collected on special acts.

7. Agricultural tax. This includes agricultural tax and husbandry tax, in two kinds. These taxes are collected from enterprises, units and individuals that have obtained agricultural income and husbandry income.

8. Customs duty.  This is collected on merchandise and products that enter into or go out of China.

The above-mentioned taxes are not to be collected from every enterprise, unit or individual. Generally speaking, industrial and commercial enterprises should pay value added tax; communications and transport, construction and installation, financial and insurance, and service enterprises should pay industrial and agricultural taxes; agricultural producers should pay agricultural tax, and profit-making enterprises should pay enterprise income tax. Besides, enterprises producing consumption good that should be taxed should pay consumption tax; mining enterprises should pay resources tax; enterprise engaged in fixed asset investment should pay fixed asset investment orientation regulated tax, enterprises should pay stamp tax for their  production, business account and contracts signed with others, and enterprises owing houses and cars should pay housing tax and car use tax. Citizens with an income surpassing a certain limit should pay individual income tax. According to tax regulations, some taxpayers can enjoy tax exemption or reduction.
The existing taxation system of China

	Kinds of taxation 
	Contents 

	Turnover tax
	Value-added tax, consumption tax, business tax

	Income tax
	Enterprise income tax, foreign-invested enterprise and foreign enterprise income tax, and 

individual income tax

	Resources tax
	Resources tax, and city and town land use tax

	Special purpose tax
	City maintenance and construction tax, tilling land possession tax, fixed assets investment orientation regulated tax, and land value-added tax

	Financial tax
	Housing property tax, city real estate tax, and inheritance tax (not yet collected)

	Act tax
	Car and boat use tax, car and boat license tax, stamp tax, contract tax, securities trading tax, slaughter tax, and banquet tax

	Agricultural tax
	Agricultural tax, and husbandry tax

	Customs duty
	 


 

Among the current taxation laws and administrative regulations published in China, 14 of which can be used on foreign-invested enterprises, foreign enterprises or foreigners, and these include value added tax, consumption tax, business tax, income tax of foreign-invested enterprises and foreign enterprises, individual income tax, resources tax, land value added tax, city housing property tax, car and boat license tax, stamp tax, contract tax, slaughter tax, car and boat license tax, stamp tax, contract tax, slaughter tax, agricultural tax and Customs duty. Apart from the taxes applicable to foreign foreign-invested enterprises, foreign enterprises and foreigners, such as income tax, city housing property tax and car and boat license tax, they pay other taxes the same as the domestic enterprises and Chinese citizens.

Enterprises invested by compatriots from Hong Kong, Macao, Taiwan and overseas Chinese and taxation in relation to them shall be handled in reference to foreign-invested enterprises, foreign enterprises and foreigners.

China has enforced preferential policies in foreign-related taxation in a bid to practice in a better way the policy of opening-up, to introduce foreign capital, technology and talents, and to promote economic relations with foreign countries, technological and cultural exchanges and cooperation. At the same time, to maintain the State rights and interests, to promote the interest of the investors, and to avoid double taxation and prevent tax evasion, China has signed agreements with 74 countries on avoiding double taxation and tax evasion (till Dec. 31, 2001).

 

 

 

