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Abstract
The control and prevention of public health emergencies can face severe challenges, especially financial and material 
challenges during the coronavirus disease 2019 (COVID-19). Enabling and ensuring smooth financial and material 
flows across levels, within the country, and across countries are essentially important to preparedness for global 
health emergencies, which cannot easily be achieved without being facilitated by preferential tax policies. China’s 
preferential tax policy practice developed at early stages of the COVID-19 pandemic could be useful experiences 
which can be adapted to unique contexts of other countries, so different stakeholders including citizens could be 
effectively motivated and involved in the fight against the COVID-19 pandemic. However, we should see that these 
policies are temporary and issued as an afterthought. There is still much to learn about how epidemic responders 
and policy-makers can make the most of each other’s expertise to fit into the wider information architecture of 
epidemic response.
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The control and prevention of public health emergencies 
can face severe challenges, especially social and 
economic challenges, which, according to what has 

been happening in different countries during the coronavirus 
disease 2019 (COVID-19), could be not necessarily related 
to socioeconomic status of the country.1,2 For example, the 
emergency and disaster response system of the US is designed 
to be bottom-up, where responses are intended to begin at the 
local level with state and federal governments stepping in to 
assist as needed.3 In such societies, a recent study during the 
COVID-19 showed that, while many local governments were 
fiscally stressed prior to the COVID-19 outbreak, the drop in 
sales tax revenue due to the imposition of “stay-at- home” or 
“shelter-in-place” orders has severely threatened both their 
ability to continue to respond to the COVID-19 and their 
ability to remain solvent.4 The national support cannot fairly 
benefit or reach every single hospital, due to either social or 
geographical inequalities, or just national-level slow response. 
Even the global support may not be able to reach every 
country equally or timely, due to, for example, the sudden 
shift of urgent need for COVID-19 prevention materials 
from eastern to western countries during February-March 
2020. This has left many vulnerable regions or communities 
disproportionately suffered from the local pandemic. 
Enabling and ensuring smooth financial and material flows 
across levels (eg, donation from citizens to hospitals), within 
the country (eg, transport of goods), and across countries 
(eg, importation) are essentially important to preparedness 

for public health emergencies. This may be temporarily 
realized by some short-term stimulus measures that could 
help individuals and businesses cope with the ravages of the 
COVID-19 and produce short-term results at best.5 However, 
long-term goals including economic recovery cannot easily be 
realized without being facilitated by an invisible hand behind 
– preferential tax policies.

China’s preferential tax policy practice developed at early 
stages of the COVID-19 pandemic could be useful experiences 
which can be adapted to unique contexts of other countries, so 
different stakeholders including citizens could be effectively 
motivated and involved in the fight against the COVID-19 
pandemic. In February 2020, the Chinese government issued 
a series of preferential tax policies in relevant areas and 
industries to strengthen COVID-19 prevention and control, 
which have gone in effect since January 1, 2020 (Figure).6 

They include exempting personal income tax of temporary 
subsidies and bonuses of health professionals for their work 
related to COVID-19 control and prevention; increasing the 
refund and deduction of the enterprise income tax and value-
added tax (VAT) of enterprises producing and transporting 
COVID-19 prevention materials; removing customs duties 
for imported COVID-19 prevention materials; increasing tax 
deduction for expenditures of COVID-19-related personal 
and enterprise donation to governments, public charitable 
organizations, or directly to hospitals; alleviating the income 
tax and VAT of enterprises seriously affected by COVID-19; 
and reducing or exempting the employers’ and employees’ 
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contribution to pension, unemployment, and work injury 
insurance premiums (Table).

The issuance of these preferential tax policies, benefiting 
many aspects of public health affected by COVID-19, is a 
timely tax policy response. These policies are not only an 

Figure. Percentages in the Central Government’s Revenue in 2019 of Seven 
Categories of Preferential Tax Policies Issued by the Chinese Government 
for COVID-19 Control and Prevention. Abbreviations: COVID-19, coronavirus 
disease 2019; VAT, value-added tax.

Table. Detailed Preferential Tax Policies Issued by the Chinese Government for COVID-19 Control and Prevention

Tax Policies

Personal 
income tax

Personal income tax is exempted for temporary work subsidies and bonuses for healthcare workers for COVID-19 prevention and 
control work. 
Personal income tax is exempted for medical supplies for COVID-19 prevention that individuals obtain from employers.
Full deduction before personal income tax is allowed based on COVID-19 prevention goods donated through public charitable 
organizations or governmental agencies.
Full deduction before personal income tax is allowed based on COVID-19 prevention goods donated directly to hospitals.

Enterprise 
income tax

The maximum carry-over period of the loss occurring in 2020 for enterprises severely affected by COVID-19 can be extended up to eight 
years.

A one-time deduction before enterprise income tax is allowed for enterprises that expand production capacity and purchase equipment 
for producing COVID-19 prevention goods.

Full deduction before enterprise income tax is allowed based on COVID-19 prevention goods donated through public charitable 
organizations or governmental agencies.
Full deduction before enterprise income tax is allowed based on COVID-19 prevention goods donated directly to hospitals.

VAT

VAT incremental allowance tax is fully refunded for enterprises that produce COVID-19 prevention goods.
VAT is exempted for enterprises that transport COVID-19 prevention goods.
VAT is exempted for enterprises that provide public transport services, living services, and express delivery services of residents’ 
essential living materials.
VAT is exempted for gratis donation of goods for COVID-19 control and prevention.
VAT is temporarily reduced or exempted for small-scale taxpayers.

Customs 
duties

Customs duties are exempted for COVID-19 control and prevention goods imported by health sectors.
Customs duties are exempted for imported COVID-19 control and prevention goods donated.

VAT on import VAT on import is exempted for imported COVID-19 control and prevention goods donated.

Social 
insurance 
premiums

Employer’s contribution to pension, unemployment, and work injury insurance is temporarily reduced or exempted.
Employee’s contribution to pension, unemployment, and work injury insurance is temporarily reduced or exempted.
Employer’s contribution to basic medical insurance is temporarily reduced or exempted.

Others
Consumption tax, urban maintenance and construction tax, educational surtax, and local education surtax are exempted for gratis 
donation of goods for COVID-19 control and prevention.

Reducing or exempted urban land use tax is encouraged to support renters to reduce property rents for individually-owned businesses.

Abbreviations: VAT, value-added tax; COVID-19, coronavirus disease 2019.

encouragement for individuals to be involved, but also an 
incentive for enterprises to participate in COVID-19 control 
and prevention through practical actions, such as producing 
more prevention materials or providing more services. In fact, 
what has happened, motivated by these policies, is as expected: 
more and more healthcare professionals have been willing to 
participate in front-line prevention work because they are not 
only encouraged in spirit, but also well treated in financial 
compensation; also, the situation of having insufficient 
supplies of prevention materials in China has been quickly 
reversed and gradually returned to normal. Stimulated 
by both market demand and temporary tax policies, the 
production costs of products have been reduced, which made 
many enterprises attempt to expand their production capacity 
or add new production lines to meet the needs of domestic 
markets.

The tax policy measures taken so far in China have 
demonstrated a high premium placed on COVID-19 
prevention and control in the agenda of the central 
government. They have benefited not only China, but the 
whole world, especially after the COVID-19 epidemic became 
a pandemic (officially declared on March 11, 2020). For 
example, some enterprises under such tax policy motivation 
have produced more COVID-19 prevention materials and 
goods, which are being exported to other countries in the fight 
against COVID-19: nearly 700 000 mouth masks from China 
arrived in the Netherlands on March 21, 2020, which is the 
first shipment of a multimillion-dollar order that will arrive 
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in the Netherlands in the coming weeks; a total of 5 million 
COVID-19 rapid test kits were purchased from China and 
will be delivered to Brazil by middle April; 145 life-support 
machines and emergency ventilators were sent to Serbia 
on March 25, 2020, which is just one of many purchasing 
orders from 35 countries. These goods have been distributed 
as quickly as possible to the places where the need was the 
greatest, which have played a critical role in their fight against 
COVID-19 before local enterprises can meet their demand at 
a much less extortionate price.

Although such tax policy responses reflect the flexibility 
of China’s tax policies when dealing with public health 
emergencies and well reserved tax policies, we should 
also see that these policies are temporary and issued as an 
afterthought to respond to the COVID-19 epidemic that 
has already occurred. They are not stably embedded in the 
current tax law system in China, which otherwise would have 
comprehensively strengthened the public health capacity of 
the country. There is still much to learn about how epidemic 
responders and policy-makers can make the most of each 
other’s expertise and how preferential fiscal and tax policies 
can fit into the wider information architecture of epidemic 
response. In the future, with the increase of environmental and 
public health risks,7 all countries should think about questions 
such as: can such tax preferential policies be integrated into 
the national basic tax system, making them an integral part 
of the national system of public health, especially in disease 
control and prevention?8 Can they play a role in alleviating 
adverse (side) effects of public health emergency events? Only 
combining financial policies and public health governance 
in an efficient way can make it possible to enable a larger 
supportive role to be played by financial policies in public 
health governance. Also, such considerations can provide 
financial and tax assistance not only to those enterprises and 
their employees that are affected by emergency events, but 
also to those directly suffering as a result of emergency events 
from a humanitarian perspective, such as health professionals 
working in hospitals and in the field for epidemic control, 
patients and their families.

China’s public finance practice in the fight against the 
COVID-19 pandemic could be useful and adapted to other 
countries to incentivize corporations and individuals to 
participate in COVID-19 control and prevention under their 
respective cultures and institutions. Some efforts are also 
observed in other countries, such as tax relaxation in both 
developed (eg, the United States9) and developing countries 
(eg, Indonesia10). Special and urgent attention should be given 
to both low- and middle-income countries whose fragile 
fiscal and health systems and relatively lower tax morale may 
be challenged by the forthcoming pandemic,11,12 and also to 
high-income countries whose existing high tax rates have left 
citizens less capacity to support public health emergencies 
without additional preferential policies; for example, a call 
for lawmakers to avoid arbitrarily limiting tax provisions 
and raising taxes during this time has been made in the 
United States.9 Some challenges should be foreseen when 
implementing such measures in other countries with different 
public health emergency and disaster response systems. For 

example, it may be difficult to implement financial incentive 
policies or measures consistently across the US, due to the 
bottom-up design of their emergency and disaster response 
system4; the effects of doing so would be more heterogeneous 
due to the varying financial positions before the COVID-19 
outbreak.13

Global collaboration in reducing and even exempting 
customs duties of epidemic prevention materials in all 
countries could extraordinarily facilitate the balance between 
supply and demand of those goods, also helping trigger 
and accelerate development and innovation of epidemic 
prevention equipment.14 However, Rome was not built in a 
day. We need to step up our efforts soon in the fight against 
future epidemics.7 The pandemic is a double-edged sword: it 
hurts communities and humans while speeding up building 
a community of human destiny.15 “Only a global victory can 
end this pandemic, not a temporary rich countries’ win.”
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