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Tax Newsflash
China to further cut tariffs on daily
consumable products

China has announced tariff reduction on a large scope of goods
imported for daily consumable goods. The changes will become
effect from 1 July 2018 covering 1449 HS codes.

Since 1 June 2015, China has steadily announced several duty
reductions on imported daily consumable products as an
ongoing commitment to boost industrial transformation and
domestic consumption.

Highlights

On 30 May 2018, the State Council decided at an executive
meeting to further reduce the import duty rate on daily
consumable goods. The average import duty rates will be
broadly reduced as below:

Goods Current import Import duty
duty rate rate as from
(MFN) 1 July 2018

Clothes, shoes, hats, 15.9% 7.1%

kitchen kits and sports

products

Household appliances, 20.5% 8%

such as washing



machines and
refrigerators

Aquatic products and 15.2% 6.9%
mineral water
Cleaning products, 8.4% 2.9%

cosmetics and some
healthcare products

The government wants to ensure the end consumers benefit
and also to continuously promote industrial upgrade of China.

On 31 May 2018, the Tariff Committee of State Council
announced (Announcement No. 4 in 2018) in more detail the
exact goods affected stating that the MFN rate of 1449 HS
codes will be reduced. Also, due to the adjustment on MFN
rate, the interim duty rate on 210 HS codes will not be
applicable from 1 July 2018. The detail list of goods covered
and rate adjustments were published together with the
announcement. Please click for the list of goods (Chinese
only) whose MFN rates will be reduced; and for the list of
goods (Chinse only) whose interim duty will not be applicable.

With the development of China economy, the purchasing
power of China residents is becoming stronger. Based on
public information, Chinese pay more than 200 billion dollars
on overseas consumption every year, a significant part of
which is on the purchase of consumable products. The retail
price gap is believed to be a main reason for consumption
outflow. The China government wants to attract the
consumption back to China by decreasing the customs duty.

Since 1 June 2015, there have been a number of specific
reduction of import tariff on daily consumable products. The
tariff cut this time, representing around 50% duty reduction,
covers a wide variety of daily consumable products.

1June 1 January 1 December
2015 2016 2017

Tariffs cut with scope extended

Tariffs cut on goods of 14 HS including on suitcases and bags,

codes

sunglasses, scarf and other daily Tariffs cut on goods of 187 HS codes
consumption goods in the form of

interim tariff.

It is notable that, the latest duty reduction of 1449 HS codes
takes the form of MFN duty rate, and previous duty reduction
were reflected in the form of interim duty rate, which was on
temporarily basis. The announcement abolishes 210 HS codes'
interim duty rates as the rates are higher than the reduced
MFN duty rates. It demonstrates China's determination to cut
the tariff and open the market.

As import duty comprises a part of import product price and
import duty is also a calculation basis of value-added tax and
consumption tax, it is expected that the duty reduction will
decrease the sales price of daily consumable products in
China.


http://gss.mof.gov.cn/zhengwuxinxi/zhengcefabu/201805/P020180531717000728789.pdf
http://gss.mof.gov.cn/zhengwuxinxi/zhengcefabu/201805/P020180531717001146739.pdf

In addition, affected sectors should evaluate the tariffs cut
impact on the operational cost and consider adjusting pricing
strategy in supply chain.

Since the application of the favourable duty rate is based on
HS code, companies should:-

e review the HS code carefully to ensure the correct
application of the HS code; and

e consider utilizing the Customs advanced ruling mechanism
to secure more certainty for tax issues of classification,
valuation, country of origin.

It is also crucial for the importers to achieve clearance
efficiency in order to remain competitive. Upgrading the
Customs compliance rating and applying for the Authorized
Economic Operator (AEO) status would enable importers to
enjoy more privileges in terms of import efficiency.

Authors:
Sarah Chin Dolly Zhang
Partner Partner
+852 2852 6440 +86 21 6141 1113

George Tao
Senior Consultant
+86 21 6141 1423

If you have any questions, please contact:

Hong Kong Beijing

Sarah Chin Yi Zhou

Partner Partner

+852 2852 6440 +86 10 8520 7512
Shanghai Guangzhou
Liqun Gao Janet Zhang
Partner Partner

+86 21 6141 1053 +86 20 2831 1212
Frank Tang

Partner

+86 23 8823 1208



mailto:sachin@deloitte.com.hk
mailto:dozhang@deloitte.com.cn
mailto:getao@deloitte.com.cn
mailto:sachin@deloitte.com.hk
mailto:jchow@deloitte.com.cn
mailto:ligao@deloitte.com.cn
mailto:jazhang@deloitte.com.cn
mailto:ftang@deloitte.com.cn

0000 B®O®H6HG6

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited
by guarantee ("DTTL"), its network of member firms, and their related entities. DTTL and each of
its member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte
Global”) does not provide services to clients. Please see About Deloitte for a more detailed
description of DTTL and its member firms.

Privacy

Thank you for your interest in Deloitte China services. Deloitte China would like to continue to use
your personal information (in particular name and contact details) for the purpose of sending you
marketing and regulatory updates, invitations to seminars and other events organized, sponsored
or promoted by Deloitte China. If you do not wish to receive further communications from Deloitte
China, please send a return email to the sender with the word “Unsubscribe” in the subject line.

If you would like to update your personal information, please click here.

Deloitte China refers to Deloitte Touche Tohmatsu in Hong Kong, Deloitte Touche Tohmatsu in
Macau, Deloitte Touche Tohmatsu Certified Public Accountants LLP in the Chinese Mainland and
their respective affiliates practising in Hong Kong, Macau and the Chinese Mainland.

This communication contains general information only, and none of Deloitte Touche Tohmatsu
Limited, its member firms, or their related entities (collectively the “Deloitte Network”) is by means
of this communication, rendering professional advice or services. Before making any decision or
taking any action that may affect your finances or your business, you should consult a qualified
professional adviser. No entity in the Deloitte Network shall be responsible for any loss whatsoever
sustained by any person who relies on this communication.

© 2018 Deloitte Touche Tohmatsu in Hong Kong, Deloitte Touche Tohmatsu in Macau, and Deloitte
Touche Tohmatsu Certified Public Accountants LLP in the Chinese Mainland. All rights reserved.

To no longer receive emails about this topic please send a return email to the sender with the word
“Unsubscribe” in the subject line.


http://www2.deloitte.com/cn/en/pages/about-deloitte/articles/about-deloitte.html
http://www.deloitte-china.com/contact/data.html
https://www.facebook.com/deloittechina
https://twitter.com/deloittechina
https://www.linkedin.com/company/deloitte_china
http://www2.deloitte.com/cn/en/footerlinks/social-media.html
http://e.weibo.com/chinadeloitte
http://i.youku.com/deloittechina
http://www.youtube.com/deloittechina
https://www2.deloitte.com/cn/en/footerlinks/contact-us.html

