Cexknus V. JKOHOMHKA, OPraHU3ALUsI NPOU3BOJCTBA U YNIPABJIEHUS 83

[lo HameMy MHEHHUIO, KOMIUIEKCHAsI CUCTEMa OLIEHKH IOKa3areseil cObITOBOM MOH-
TUKH «7R» Hauboiiee MoiHO OTpakaeT 3(P(PEKTUBHOCTH COBITOBOM IMOJMTHUKH, TaK Kak
00BeANHSIET TOIX0bl MPEIBIYIIINX aBTOPOB B CTPYKTYPHYIO KOHLENuo0. OIHAaKO OLEH-
Ka BKJIIOUEHHBIX B Hee MOKa3aTesiel BpeMEHH U MHEHUS MOKyIaTelied uMeeT CyObeKTHB-
HBIM XapakTep. B ciyyae ¢ nepBoii rpymmoin nokasaTene JaHHbI HEAOCTaTOK MOYKHO HU-
BenupoBath ¢ nomoniblo CRM-cucteM, OTpakarolUuX BPEMEHHbIE OTPE3KU BBIIIOJIHEHUS
3aJlaHui ¢ OTMETKOM Tuna aeicTus. i BTOpol rpynmnsl moka3aTesneid Heo0X0AUuMOo pas3-
paboTaTh cUCTEMY KOPPEKTUPOBKHU BEIOOPKH OIPAILIMBAEMBIX, @ TAK)KE BBECTH BPEMEHHYIO
HIKAJIy OTHOCUTEJIBHO JIaThl ONPOCa, IMOCKOJBKY ¢ TEYEHUEM BPEMEHHM MHEHHUE IOKYIaTe-
JIe MOXKET U3MEHSThCS.
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FEZs have always faced the historic challenge of deepening reforms, expanding openness,
and exploring the possibility of modernizing the national governance system and governance
capacity. With the expansion of FEZs, it is necessary to carry out comprehensive innovations in
order to build a new open economy system in the region, through liberalization and promotion
of investment and trade. The existing tax and fiscal system of SEZs must be constantly adjusted
to the needs of a market economy and be adapted to the international strategic environment.
Therefore, it is necessary to adjust the tax policy of FEZs to meet new development needs. The
article discusses the problems and difficulties of the current tax policy of China's free trade
zones, analyzes the successful experience of developed foreign free trade zones, and puts for-
ward proposals for optimizing China's tax policy in the FEZ.

The main problems of tax policy in China's free trade zones are as follows. First, the
tax legislation and system construction level needs to be improved. Foreign free trade
zones are generally established after legislation to ensure the effective operation of the pol-
icy. In many developed countries such as the United States and South Korea, where FEZss
are developed earlier, there is usually a complete FEZs Act as the top-level design to re-
serve space for the tax reform of FEZss at the institutional level [1]. In comparison, China
does not have special regulations on the taxation of free economic zones, and the estab-
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lishment of the taxation system of FEZs relies on the uploading of the central government,
provincial and municipal governments, and the management committee of FEZs, with in-
sufficient space for local differentiation and exploration.

Secondly, the basic process of China's FEZs taxation system is that each FEZs fol-
lows the general plan of the FEZs issued by the State Council as a programmatic document
to guide the formulation of taxation policies. Although it is proposed in the overall plan to
"maintain the tax policies of the original customs special supervision zones" and "imple-
ment the tax policies that have been piloted in the first two batches of FEZs", there is very
limited room for local tax policies. The space for tax system innovation in FEZs is seri-
ously insufficient.

The local legislation such as regulations and management measures for FEZs issued
by the provincial and municipal governments in which the FEZs are located are mainly in
line with the implementation of the tax policies in the "Overall Plan" and lack innovation.
The policies related to FEZs promulgated by the taxation departments of FEZs are mainly
for setting up financial incentives and subsidies, formulating and implementing innovative
measures for tax collection and management services, etc., and rarely involve adjustment
of taxation policies. Because localities lack the right to set taxes and fees, most of China's
FEZs still enjoy only national tax incentives and bonded policies, resulting in obvious con-
vergence of tax systems among FEZs and sowing the hidden danger of homogeneous com-
petition. China's FEZss are widely distributed, and the geographical conditions and strate-
gic planning of different FEZs vary greatly, which requires localized tax policies to support
a differentiated exploration model. Compared with foreign FEZs, China's FEZss mainly
adopt the tax policies of special customs supervision zones and free trade zone master
plans, and China's tax preferences are lower. The indirect benefits of China's FEZs are be-
coming less frequent, including accelerated depreciation and special expense deductions.

Furthermore, the scope of tax benefits in China's FEZs is small, and there is a lack of
tax incentives for scarce high-end talent. Most of the preferential policies in China's FEZs
to encourage innovative and entrepreneurial enterprises only focus on the enterprise level,
while there are no relevant preferential policies for the income of scarce high-end talents.
There are no clear tax incentives in the areas of stamp duty and trade in services, and there
is not enough support for financial innovation activities in the region.

The experience of developing the FEZ tax system in other countries shows that the
tax policies of developed FEZs are jointly formulated by the central or federal government
and local governments. The central government responsible for formulating tariff policies
and local governments empowered to provide domestic tax incentives. This system is con-
ducive to stimulating local governments' tax innovation and building a differentiated tax
system. In Korea, the Special Act on the Establishment and Operation of Special Economic
Zones gives the central government the right to set the tariff rules for the FEZs, while as-
signing most of the other tax powers to local governments, who can set tax incentives for
the FEZs within the constraints of existing laws. The rights of local governments include:
providing tax exemptions to foreign-invested companies in the zone at the national or local
level; exempting development projects in the zone from fees such as arable land protection
fees and traffic congestion fees, and providing developers with tax exemptions such as
corporate tax, customs duty and purchase tax. Local governments subsidize the develop-
ment fund for foreign-invested enterprises in the FEZs, as well as the financial expendi-
tures for the establishment of educational, medical and research institutions for foreigners.

Foreign-invested companies investing in Korea are eligible for tax credits under Ko-
rean law, and companies investing in Seoul and surrounding areas are eligible for local tax
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credits. Any technology company that enhances the competitiveness of its industry is ex-
empt from corporate income tax for five years and halved for the following two years, and
dividends from individual investments are exempt from personal income tax. To encourage
foreign investment in the manufacturing industry, the Busan FEZs in Korea provides a
100% income tax exemption for the first three years and a 20% reduction for the next two
years for qualified foreign-owned manufacturing enterprises. This has greatly facilitated
the investment and business environment in the FEZs.

In the FEZss of the UAE countries, only branches of foreign banks and oil and petro-
chemical companies are subject to income tax; no corporate income tax, capital gains tax,
or dividend distribution tax is levied on other enterprises in the zone [2].

The import and export tax policies in developed FEZss are more favorable, stipulat-
ing that domestic goods entering the FEZss are treated as exports and implementing export
refunds of domestic commodity taxes such as consumption taxes. Trade liberalization has
been promoted. The higher level of customs administration among FEZss such as the
United States provides that goods can be transferred between different FEZss in the coun-
try without import and export taxes. This initiative is conducive to boosting the domestic
economy and realizing the linkage development of the national FEZss.

In order to attract foreign investment, customs and consumption taxes are generally
not levied in the FEZss of each country. The FEZss are based on various forms of tax in-
centives, through the introduction of tax policies and financial subsidies. Corporate income
tax rates in the Colon Free Trade Zone range from 2.5% to 8.5% (the average rate in Pa-
nama is 30%—-34%), and the tax rate for manufacturing companies in the Ho Chi Minh City
FEZs in Vietnam is 10% (the normal rate outside the zone is 15%). Income tax incentives
in FEZss are often accompanied by certain conditions. These restrictions include industry,
nature of business, number of local employees employed, and percentage of products ex-
ported. In Korea, the government has established a development fund for foreign-invested
enterprises in FEZss and subsidized educational, medical, and research institutions exclu-
sively for foreigners to promote technology development and manpower training in free
trade zones [3]. In contrast, the European FEZs concentrates subsidies on the shipbuilding
industry in order to maintain its status as a shipping hub.

Suggestions for China's FEZs tax policy. It is necessary to accelerate the creation of
the Law on FEZ. An example of such an act would be the US Foreign Trade Act and the
New Regulations". The formulation of relevant tax policies to promote investment and
trade within the legislative framework should be in line with the framework of tax reform
and international practice to avoid contradictions with national tax laws. Through the en-
actment of the FEZs Law, the tax incentives in the FEZs will be integrated into a whole.

The development of internationally competitive taxation can help promote investment
and trade in the FEZs. Lower Shannon free trade zones can be implemented with very
strong relief incentives, which not only promote the development of high-tech industries in
the zone, but also provide more jobs and reduce the unemployment rate. In addition, per-
sonal income tax incentives are crucial for the free trade zone to retain and attract top talent
that is in short supply and to develop new industries.

Tax incentives should be increased reasonably and the scope of tax benefits should be
expanded appropriately. For example, the government's preferential policies on value-
added tax, income tax, consumption tax, and turnover tax for the region can reduce the op-
erating costs of enterprises and enable them to invest more capital in product research and
development, thus promoting the development of enterprises in the FEZs. The state should
reasonably grasp the strength of preferences to attract foreign investment. The government
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should moderately expand the scope of tax universal benefits, for example, the Shannon
Free Trade Zone in Ireland has implemented a uniform low tax policy, but not for certain
enterprises. This will enable companies to enjoy fair treatment, save business operation
costs and promote industrial development in the zone, thus being able to attract more for-
eign investment.

Strengthen the management to promote the healthy transformation of the tax system
in FEZs. The transformation of FEZs tax system cannot be a simple superposition of pref-
erential policies at the national level and FEZs level, and it is necessary to strengthen the
management for the problems arising in the process of transformation. The introduction of
non-customs special supervision areas within the FEZs makes customs management more
difficult.

Reasonable tax incentives, such as the government's preferential policies on VAT, in-
come tax, consumption tax, and turnover tax for the region, can reduce the operating costs
of enterprises and enable them to invest more capital in product development and promote
the development of FEZs enterprises. The country should reasonably grasp the strength of
the preferences to attract foreign investment. For example, the corporate income tax should
be reduced by 15%. Bonded financial leasing of construction equipment, ships, etc. is al-
lowed as well as installment payment for leasing business, and tariffs and VAT on finan-
cial leasing products are levied according to the rent determined by customs examination.
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nyTU NOBbIWWEHUA NPOU3BOAUTEJNIBHOCTU TPYA
B CEJIbCKOM XO3ANCTBE

10. P. Kuourkuna

Vupescoenue oopazosanus «I omenvckuil 20cy0apcmeentvlil mexHuyecKull
yuugepcumem umenu I1. O. Cyxoco», Pecnyonruxa benapyco

Hayunslii pykoBoautens FO. A. BonkoBa

[Ipon3BOIUTENBHOCTh TpyJa SABJISETCS BAKHEHIIMM IOKA3aTeIeM 3KOHOMUYECKOU
3¢ GEKTUBHOCTU NPEANPUATUS B COBPEMEHHON PHIHOYHON 3KOHOMHMKE U HEOTHEMIIEMbBIM
YCJIOBHEM TIOBBIIICHUSI €T0 KOHKYPEHTOCIOCOOHOCTH. Heo0xo1MMoCTh oMCKa myTel 1mo-
BBIIICHHS MPOU3BOAUTEIBLHOCTU TpyAa paOOTHUKOB B CEIbCKOM X03siiicTBe PecnyOnnku
benapych Ha coBpeMeHHOM ATare pa3BUTHs 00yCIOBICHA HECKOJBKUMU MpuunHaMu. Bo-
IIEPBBIX, B HACTOSIIEE BPEMS B CEIIBCKOM XO35MCTBE HCIOJB3YIOTCA aJIMUHUCTPATUBHBIE,
«PY4YHBIE» MOAXOJbl K OpraHM3allMM OIJIaThl U HOPMHUPOBAHHUIO TpyAa pPaOOTHHUKOB, HE
CTUMYJIMPYIOIIUE POCT NPOU3BOAMUTEIBHOCTU. BO-BTOPBIX, y CEIBCKOXO3SIMCTBEHHBIX
MPEeNNPUATHI CYLIECTBYIOT IPOOJIEMbI C BhICTpaUBaHUEM OM3HEC-IIPOIECCOB, ONTUMU3A-
L[Mel YUCIIEHHOCTH NepcoHasia. B-TpeTbux, OTCYTCTBYET €IMHasi KOMIUIEKCHAs YHUDHUIH-
pOBaHHAas CHCTEMa YIPAaBIEHUS MPOU3BOJUTEIBHOCTBIO TPyZla B CEJIBCKOM XO3SMCTBE.
Kpome toro, naxke ansi celbCKOXO3SWCTBEHHBIX NpeAnpusatuil bemnapycu, pabotaromux
HaJ| MOBbIIIEHHEM CcBOEH 3((EKTUBHOCTU U YKPEIUICHHEM CBOUX MO3MUIMI B KOHKYpPEHT-



