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Abstract

At present, the tax preferential policy formulation authorities in China follow a two-stage,
three-step review process when conducting a fair competition review of tax preferential policies.
That is, in the first stage, they conduct a formal and substantive review of tax preferential policies,
and in the second stage, they examine whether tax preferential policies can be exempted from ex-
ceptions. If the two-stage review of tax preferential policies cannot be passed, this tax preferential
policy must be adjusted or cannot be introduced. The clear process of fair competition review has
greatly assisted in the cleaning up of tax preferential policies. However, at the same time, we
should also be aware that due to the unclear core concept of China’s fair competition review stan-
dards, the lack of substantive review standards, and the unreasonable application of exception
provisions, there is a lack of upper level legal basis in the form of tax preferential policies, a sub-
stantial violation of fair competition requirements, and individual tax preferential policies that do
not meet the application conditions of exception provisions. Therefore, based on explaining the
core concept, we should clarify the fair competition review standards, extract substantive review
standards, and establish sound rules and controls for exception application, promoting the stan-
dardization, legalization, and refinement of fair competition review of tax preferential policies.
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