Environmental Fiscal Reform (OS4.3)

1997

China (1997) reported strengthening national fiscal policy for environmental protection. In July, 1995, the Ministry of Finance issued a notice for strengthening environmental protection by financial means. It pointed out that financial departments should work together with the environment department at all levels for better environment and resource conservation to address outstanding problems of environmental pollution, resource over-consumption and damage. This notice had the following points.

· To increase the awareness of environmental protection and natural resources conservation. The strategy of sustainable development identified by China’s Agenda 21 should be followed and the environmental protection as one of the national policies implemented. The principle of the polluters pay and control should be maintained. Equal importance should be attached to environmental pollution control and ecological and natural resources conservation. While employing the market mechanism to promote pollution control and effective utilization of resources, the financial instruments shall be fully used to promote the environment and resource protection and coordinated development of economy and environment.

· To promote ecological construction for nature conservation. In case of adjusted tax, zero tax should be given to the investment projects in irrigation of agricultural fields, soil conservation, abandoned land exploitation, dessertified land recovery, afforestation, nature reserve construction, forest protection, rapid-harvesting forest production, wild life protection and breeding bases construction, reforestation and recovery and water resources protection. The land use tax and real estate tax will be exempted for the land and house used by parks and scenic places. And the land use tax will be exempted for some public facilities like green belts in streets and squares.

· To use actively international loans for pollution control and ecological conservation. The financial departments will work together with some international financial organizations in preparing for some projects on pollution control and ecological conservation. When examining the project arrangement and budget, they will work together with relevant departments to find the domestic investment and implement the loan repayment plan.

· To increase the investment into the environment and resource protection. In recent years there has been some increase in the investment from the central and local governments. In the future the finance departments at all levels will continue to increase the investment in the environment as required by the economic development and social development.

(1997)

employment of economic instruments to protect the environment

The report required that the governments at all levels should employ more economic instruments for environmental protection. According to the principle of non-gratuitous utilization of resources, the compensation fee for development and exploitation of resources will be gradually increased and studies on environment tax undertaken. Studies and pilot work will be undertaken to integrate environment and resources accounting with the national economic accounting so that the market price genuinely reflects the environmental cost brought by the economic activities.

(2005)

In accordance with the relevant provisions of Provisional Regulation on Enterprise Income Tax and its enforcement regulation, Individual Income Law and its enforcement regulation, tax reduction or exemption policies shall be implemented for the part donated to public welfare cause by the enterprise and individual. And the donation to public welfare cause includes the donation to conservation of biodiversity.
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