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Abstract. As an important participant in the global economy, China actively 

promotes and implements CRS to strengthen cross-border taxation mechanisms 

and address the cross-border tax avoidance issues of domestic taxpayers. Chi-

na's implementation progress includes key steps such as signing a multilateral 

tax collection and management mutual assistance convention, and issuing due 

diligence management measures for tax related information of non-resident fi-

nancial accounts, reflecting China's active role in global tax cooperation. How-

ever, the implementation of CRS is not without obstacles. The article analyses 

the challenges faced by CRS in institutional design and implementation, includ-

ing technical challenges, legal and policy differences, obstacles to international 

cooperation, and issues of public awareness and transparency. To address these 

challenges, a series of countermeasures and suggestions have been proposed, 

such as improving the level of information technology, strengthening the con-

nection between domestic legislation and international standards, strengthening 

international cooperation and exchange, enhancing public awareness and trans-

parency, and regularly evaluating and revising systems. Through continuous ef-

forts and improvements, China will further consolidate the implementation ef-

fect of CRS, make greater contributions to global tax cooperation and interna-

tional tax governance, and promote the healthy development of the global 

economy. 
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1 Introduction 

Under the background of economic globalization, the flow of capital, technology, 

labor and other factors of production is becoming more and more frequent, which 

brings about the problem of anti-tax avoidance of personal income tax, which has 

become a major issue in the field of international tax law. From a realistic point of  
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view, many developed countries have taken corresponding measures to safeguard the 

tax interests of various countries. However, these measures often have a double effect. 

After the strategic concept of "The Belt and Road Initiative" was put forward, over-

seas investment increased significantly. A large number of Chinese-funded multina-

tional enterprises have emerged as the times require, and the resulting problem of 

cross-border tax avoidance by Chinese taxpayers has become a major problem in 

China's tax supervision, while participating in and implementing the unified reporting 

standard (Common Reporting Standard, hereinafter referred to as CRS) [1]. It will 

certainly provide new ideas and legal basis for China's tax authorities to improve the 

cross-border taxation mechanism. 

In July 2014, the Organization for Economic Cooperation and Development 

(OECD) issued the Standard for Automatic Exchange of Financial Information in Tax 

Matters. Referred to as AEOI Standard, which consists of two parts: the Model Com-

petent Authority Agreement (referred to as "MCAA Agreement") and CRS. CRS 

standards stipulate the relevant requirements and procedures for financial institutions 

to collect and submit information on individual and enterprise accounts of foreign tax 

residents, aiming at improving tax transparency, strengthening global tax cooperation 

and jointly combating tax evasion in cross-border financial accounts. With the vigor-

ous promotion of the G20, as of July 2019, 106 countries (regions) have signed multi-

lateral competent authority agreements to implement the standards, of which 92 coun-

tries (regions) have carried out relevant information exchange. 

After the substantial progress of CRS, although it has a good regulatory effect on 

the traditional scheme, there are also new schemes such as the use of offshore trust to 

avoid tax. At present, CRS is facing unprecedented challenges. This paper will start 

with the impact of CRS on traditional schemes, explore the upgrade of anti-tax avoid-

ance schemes after the implementation of CRS, and analyse the new challenges faced 

by CRS, so as to put forward policy recommendations for the better implementation 

of CRS in China. 

2 Individual Income Tax Anti-Avoidance under CRS 

2.1 General Scheme for Cross-Border Tax Avoidance of Individual Income 

Tax 

Tax residents use offshore companies to avoid tax. An offshore company is a com-

pany that is established in a tax haven, but all or most of its business activities are 

conducted outside the tax haven. Most of these companies are controlled by foreign 

shareholders, which is one of the main means for the rich to use tax havens for inter-

national tax avoidance. By setting up offshore companies, the wealthy class collects 

property and income outside the tax haven into the accounts of offshore companies, 

thus evading the tax they should pay to the country where the income comes from. In 

recent years, the means of tax avoidance by using international offshore places have 

been constantly updated, which not only seriously erodes the tax base of the country 

of residence and causes capital loss, but also infringes on the sovereignty of tax col-

lection and management of the country of residence, and increases the difficulty of 
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tax collection and management of the country of residence [2]. In 2012, the New 

York Times published the news of Apple's tax avoidance through international tax 

planning, and analyzed its tax avoidance methods. Since then, the tax avoidance mod-

el of offshore companies has entered the center of the international tax avoidance 

arena, and has begun to attract the attention of countries all over the world. 

This Paper takes a typical case for analysis and demonstration: during 2009-2010, 

14 major shareholders of an overseas listed company in Nanjing, through its offshore 

company registered in the British Virgin Islands (BVI)-FA Company, reduced their 

holdings of 65 million shares and 57 million shares of its overseas listed entity Y 

Company twice. The accumulated transfer income exceeded HK $1.8 billion. Nanjing 

Local Taxation Bureau of Jiangsu Province successfully recovered 247.6 million yuan 

of tax on the basis of the principle that resident taxpayers should bear full tax obliga-

tions. 

In this case, although on the surface, the equity transfer is the transfer of the equity 

of Overseas Company Y held by Overseas FA Company, Company Y is an overseas 

registered company listed in the red-chip mode. Although such a company is regis-

tered offshore, it may still be recognized as a Chinese resident company according to 

the principle of the actual management body of the Enterprise Income Tax Law [3]. If 

so, the act of transfer becomes the transfer of non-resident company FA to resident 

company Y, which can establish the jurisdiction of the Chinese tax authorities. Nan-

jing Local Taxation Bureau decided to adopt the principle of resident jurisdiction-

although FA Company's transfer to Y Company is a non-resident transfer, the man-

agement shareholders of FA Company are Chinese resident taxpayers, and if FA 

Company distributes the reduction gains to them, the Chinese tax authorities should 

exercise tax jurisdiction. After several rounds of negotiations, in the face of evidence 

and facts, the taxpayer acknowledged the fact that FA Company reduced its income 

distribution and was willing to declare and pay taxes on the overseas reduction in-

come according to law. After calculation, the tax payable is 321.1 million yuan, de-

ducting 73.5 million yuan of tax paid back to China, and the tax payable is 247.6 mil-

lion yuan. 

The existence of offshore companies promotes the prosperity of transnational in-

vestment and international economy and trade to a certain extent, but also intensifies 

the international tax avoidance behavior of transnational taxpayers. All countries and 

relevant international organizations should pay attention to the international tax 

avoidance behavior of offshore companies, and regulate the international tax avoid-

ance behavior of offshore companies by formulating and improving their domestic tax 

laws and signing bilateral and multilateral tax agreements. China, as an economy 

gradually integrating into the tide of world economic development, and as a develop-

ing country that is fully implementing the combination of "bringing in" and "going 

out", the international tax avoidance behavior of offshore companies has a particularly 

serious impact on China, so it is very important to take effective measures to regulate 

the international tax avoidance of offshore companies in China. 

16             Q. Lin and Y. Zhi



2.2 Become a Non-Tax Resident 

Immigration tax avoidance refers to giving up the current nationality, joining the na-

tionality of tax havens with no or low taxes, becoming residents of tax havens, bear-

ing only limited tax obligations, which can greatly avoid higher tax quotas, which is 

also the most commonly used tax avoidance mode for the rich in China [4]. China's 

current personal income tax law gives more preferential tax policies to foreign indi-

viduals in terms of expense deduction, tax relief and so on. For example, those who 

reside in China for no more than 90 consecutive days may only pay tax on the part of 

wages and salaries paid by our country, and the part of wages and salaries paid by 

foreign countries shall be exempted from tax (CaiShuiZi [1980] No.189); the divi-

dends and bonuses obtained by foreign individuals from enterprises with foreign in-

vestment shall be temporarily exempted from individual income tax (CaiShuiZi 

[1994] No.20). At the same time, the tax treaties signed by China also give some tax 

preferences to the negative income of foreign individuals. Therefore, the wealthy 

class can change their nationality through immigration, hold shares in domestic enter-

prises as foreigners, and avoid unlimited tax obligations in China while enjoying addi-

tional tax incentives. 

The key to the success of the above traditional tax avoidance schemes lies mainly 

in the use of the non-disclosure and non-transparency of tax data between the country 

of residence and the country of income. Tax data, as an important information re-

source of tax departments in the era of big data, plays an important role in improving 

the efficiency of tax collection and management, economic prosperity analysis and 

social information governance. Compared with domestic tax supervision, cross-border 

tax supervision information is difficult to obtain, and there may be a situation that 

other countries do not cooperate. In the absence of a corresponding mutual assistance 

treaty between the two countries, the cross-border exchange of tax data is bound to be 

more difficult. 

2.3 Emergence and Progress of CRS 

In July 2014, the Organization for Economic Cooperation and Development (OECD) 

issued the Standard for Automatic Exchange of Tax-related Information in Financial 

Accounts (AEOI Standard), which is the latest product of the era of international au-

tomatic exchange of tax-related information [5]. The AEOI Standard consists of two 

parts, the Uniform Reporting Standard (CRS) and the Competent Authority Agree-

ment. The implementation of CRS provides a specific standard for the due diligence 

procedures and main requirements for financial institutions in each tax jurisdiction to 

collect and submit information on financial accounts opened by foreign tax residents 

in their own institutions. CRS hopes to improve international tax transparency by 

strengthening global tax cooperation and crack down on taxpayers using cross-border 

financial accounts to evade tax. In China, the implementation of CRS is expected to 

significantly enhance tax transparency and the ability of tax authorities to deal with 

offshore tax evasion and tax avoidance, and reflects the trend of China's full recogni-

tion, active participation and promotion of CRS. 
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China has made remarkable progress in the implementation of CRS, which is 

shown in Fig. 1. In August 2013, China signed the Multilateral Convention on Mutual 

Assistance in Tax Collection and Management, which provides a legal prerequisite 

for the implementation of CRS. In September 2014, the Chinese government pledged 

to implement the AEOI standard. In December 2015, the State Administration of 

Taxation signed the Agreement between the Competent Authorities on Automatic 

Exchange of Tax-related Information in Financial Accounts, which provides opera-

tional guidelines for the implementation of automatic exchange of information. In 

October 2016, the Measures for the Management of Due Diligence Investigation of 

Tax-related Information in Non-resident Financial Accounts (Draft for Consultation) 

were issued to the public. On July 1, 2017, the State Administration of Taxation, the 

Ministry of Finance, the People's Bank of China and other departments jointly issued 

the Measures for the Management of Due Diligence Investigation of Tax-related In-

formation in Non-resident Financial Accounts. In May 2018, the Chinese version of 

CRS was formally implemented, and the automatic exchange platform was opened. 

This series of measures marks that China has taken a solid step in international tax 

cooperation. 

 

Fig. 1. Remarkable Progress in the Implementation of CRS of China. 

Under the background that China actively promotes the implementation of CRS, 

the traditional personal income tax avoidance scheme has been significantly impacted. 

For example, offshore company tax avoidance scheme, due to the implementation of 

CRS, global financial account information will be automatically exchanged, making it 

difficult to set up offshore companies for financial account tax avoidance. In addition, 

tax avoidance schemes that become non-tax residents are also affected. Under the 

framework of CRS, countries have the obligation to exchange tax information, which 

restricts the behavior of evading tax by changing the status of tax residents. However, 

although CRS has made progress globally, there are still some countries that have not 

joined CRS, which provides an opportunity for tax avoidance. For example, the Unit-

ed States, as an activist of global transparency, has implemented FATCA, but refused 

to join CRS, which has weakened the effect of CRS to some extent [6]. 
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To sum up, the implementation of CRS has a significant impact on the traditional 

scheme of cross-border tax avoidance of personal income tax. The tax avoidance 

schemes of offshore companies and non-tax residents are challenged under the 

framework of CRS, but at the same time, we should also see that the full implementa-

tion of CRS still faces problems such as non-participation of some countries and re-

gions. Therefore, while actively promoting the implementation of CRS, China needs 

to further strengthen tax cooperation with other countries and improve relevant laws 

and regulations to ensure the effectiveness and fairness of tax collection and man-

agement. 

3 New Anti-Tax Avoidance Problems Brought by CRS 

With the implementation of CRS, the traditional cross-border tax avoidance scheme 

of personal income tax has been seriously impacted, but this does not mean that tax 

avoidance behavior has completely disappeared. In fact, when facing the new chal-

lenges of CRS, high net worth people and related institutions have not stopped look-

ing for new ways to avoid tax. Instead, they have tried to circumvent CRS regulations 

by innovating and adapting strategies to maintain their tax advantages in the new 

regulatory environment. The emergence of these new tax avoidance schemes not only 

challenges the effectiveness of CRS, but also brings new difficulties for tax authori-

ties to crack down on tax avoidance worldwide. 

3.1 Upgrade of Individual Income Tax Cross-Border Anti-Tax Avoidance 

Scheme 

The new scheme is mainly based on two ideas: one is to retain the identity of CRS 

residents, but to adjust the attributes of financial accounts through legal means so that 

they are not included in the scope of CRS exchange; The second is to adjust the resi-

dent status of CRS and keep the attributes of financial accounts unchanged. The es-

sence of these two strategies is that, whether by changing the nature of financial ac-

counts or by adjusting personal identity, the purpose is to ensure that relevant finan-

cial information is not automatically exchanged to tax authorities. 

Products not included in the scope of financial account exchange. The main 

idea of the new scheme is to use the loopholes and restrictions of CRS to transfer 

assets to non-financial accounts or to avoid the supervision of CRS by adjusting per-

sonal identity through legal financial and legal means [7]. As a non-financial account 

product, offshore trust has become the first choice for high-net-worth people because 

it does not directly participate in the automatic exchange of financial accounts. 

Through the establishment of offshore trust, we can not only protect assets from the 

impact of automatic information exchange, but also use the legal characteristics of 

trust to manage and use assets flexibly, so as to achieve tax optimization on the prem-

ise of abiding by the law. 

Based on its vast flexible space and flexible practical design, the trust system has 

the natural attribute of avoiding tax burden since its birth. On the basis of the inherent 
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flexible mechanism of trust, offshore trust also makes full use of the tax advantages of 

offshore jurisdictions and becomes a powerful tool for international tax planning. At 

present, the more common offshore jurisdictions are the British Virgin Islands, the 

Cayman Islands, Bermuda, Jersey and so on. The particularity, innovation, flexibility 

and complexity of trust have brought many challenges to the construction of trust tax 

system [8]. For example, the legal status of a trust is different from that of a company. 

The legal relationship of a trust includes multiple parties such as the trustor, the trus-

tee and the beneficiary. The operation of a trust involves many links such as estab-

lishment, existence, change and termination. The types of a trust are varied in prac-

tice, and the trust business involves many taxes. 

The opaque tax system of offshore tax havens provides a breeding ground for off-

shore trust tax avoidance and even tax evasion. Offshore tax havens are often charac-

terized by low or even no taxes. At the same time, based on the strict confidentiality 

system, offshore tax havens are strictly confidential for the business information and 

profit information of the entities established in the mainland, and information confi-

dentiality is one of the important conditions for successful international tax avoid-

ance. For example, the British Virgin Islands does not impose any taxes on trusts, nor 

does it require trusts to be registered, and there are significant obstacles to obtaining 

and providing trust tax information. When some jurisdictions requested the BVI to 

provide information on the identity of the trust, the BVI failed to provide the infor-

mation or provided incomplete information. 

At present, CRS does not involve information about non-financial accounts, so 

some high-net-worth individuals transfer their income to non-financial accounts (such 

as offshore trusts). Because non-financial accounts do not participate in the exchange 

of tax information between countries, these high-net-worth individuals succeed in tax 

avoidance. 

At present, some countries have not joined CRS. Because these countries do not 

participate in the exchange of tax-related information, the tax residents of these coun-

tries can easily hide income information, so as to achieve the purpose of successful 

tax avoidance. As of July 2019, 106 countries/regions have signed the CRS frame-

work. In the first batch of nearly 2000 bilateral exchange relations in 50 countries 

(regions) in July 2017, 500000 natural persons have been disclosed offshore assets, 

and about 85 billion euros have been taxed. Mainland China, Hong Kong, China and 

Macao, China also completed the first information exchange with other CRS partici-

pating countries in September 2018. It has even prepared a new tax anti-avoidance 

clause for this purpose. However, the United States, which promotes global transpar-

ency, uses FATCA to control/recover its taxpayer’s money and knows the overseas 

accounts of its own people like the palm of its hand, while using FATCA as a shield, 

refuses to join CRS and does not want to give up its "onshore" financial construction 

[9]. The US Treasury is not even apologetic for refusing to sign up to the OECD's 

new global disclosure standards. As a result, the United States has become the biggest 

loophole in CRS. Therefore, in recent years, the transfer of money from the traditional 

offshore paradise to the onshore paradise of the United States has become a new busi-

ness opportunity for American financial institutions. The existence of "shore para-

dise" in the United States also brings a lot of challenges to the operation of CRS. 
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Tax residents of countries that have not joined or substantially exchanged. At 

present, there are still some countries that have not joined CRS or have not started 

substantive exchange. Because these countries do not participate in the exchange of 

tax-related information, the tax residents of these countries can easily hide income 

information, so as to achieve the purpose of successful tax avoidance. 

As of July 2019, 106 countries/regions have signed the CRS framework. In the first 

batch of nearly 2000 bilateral exchange relations in 50 countries (regions) in July 

2017, 500000 natural persons have been disclosed offshore assets, and about 85 bil-

lion euros have been taxed. Mainland China, Hong Kong, China and Macao, China 

also completed the first information exchange with other CRS participating countries 

in September 2018. It has even prepared a new tax anti-avoidance clause for this pur-

pose. However, the United States, which promotes global transparency, uses FATCA 

to control/recover its taxpayer’s money and knows the overseas accounts of its own 

people like the palm of its hand, while using FATCA as a shield, refuses to join CRS 

and does not want to give up its "onshore" financial construction. The US Treasury is 

not even apologetic for refusing to sign up to the OECD's new global disclosure 

standards. As a result, the United States has become the biggest loophole in CRS. 

Therefore, in recent years, the transfer of money from the traditional offshore paradise 

to the onshore paradise of the United States has become a new business opportunity 

for American financial institutions. The existence of "shore paradise" in the United 

States also brings a lot of challenges to the operation of CRS. 

3.2 Challenges in CRS System Design 

CRS is designed to improve global tax transparency and combat cross-border tax 

avoidance by automatically exchanging financial account information. However, as 

CRS is implemented and time passes, challenges at its design level emerge. 

Firstly, CRS mainly focuses on the exchange of financial account information, but 

tax avoidance often involves a wider range of areas, including non-financial assets 

and offshore structures. For example, through the transfer of non-financial assets such 

as art, jewelry, real estate, or the use of complex offshore corporate structures, it is 

still possible for tax avoiders to evade the regulation of CRS. Secondly, the imple-

mentation of CRS depends on the cooperation and information sharing of tax authori-

ties in various countries. However, there are differences in tax laws, regulatory sys-

tems and information technology levels in different countries, which may lead to the 

efficiency and accuracy of information exchange being affected. In addition, some 

countries may be reluctant to fully comply with the CRS for the sake of protecting 

their financial industry or safeguarding national interests, thus weakening the global 

consistency and effectiveness of the CRS. Moreover, the system design of CRS needs 

to be constantly updated to cope with new tax avoidance strategies. As tax avoiders 

learn more about CRS, they may develop new tax shelters to circumvent CRS regula-

tions. Therefore, the system design of CRS needs to be flexible and adaptable enough 

to respond to these new challenges in a timely manner. For example, CRS may need 

to expand the scope of its information exchange to include non-financial assets and 

broader economic activities to more fully cover tax avoidance. 
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3.3 Challenges in the Implementation Level of CRS System 

The implementation of CRS faces many challenges, not only in terms of technology 

and operation, but also in terms of law, policy and international cooperation. 

First, technical challenges are a key issue in the implementation of CRS. Tax au-

thorities in various countries need to establish and maintain complex information 

systems to collect, process and exchange large amounts of financial account infor-

mation [10]. This requires tax authorities to have a high level of information technol-

ogy capacity and resources, which is a big challenge for some developing countries 

with a weak technology base. 

Second, the inconsistency of laws and policies also poses an obstacle to the imple-

mentation of CRS. Differences in tax laws and policies across countries may create 

barriers to the exchange of information; for example, definitions of financial accounts 

and reporting standards may be understood and applied differently. In addition, some 

countries may have legal loopholes or policy shortcomings that allow tax avoiders to 

use these differences to avoid CRS regulation. 

Third, the challenge of international cooperation is also a problem that needs to be 

overcome in the implementation of CRS. The successful implementation of CRS 

requires close cooperation and coordination among the tax authorities of various 

countries. However, international cooperation may be affected by political factors, 

conflicts of economic interests and obstacles to information sharing. Some countries 

may be reluctant to fully comply with CRS regulations for the sake of protecting their 

financial industry or safeguarding national interests, which may lead to inconsistency 

and unfairness in the implementation of CRS [11]. 

Fourthly, the implementation of CRS also needs to take into account public ac-

ceptance and transparency. Tax authorities need to explain to the public the purpose 

and significance of CRS and how to protect personal privacy and data security. At the 

same time, tax authorities also need to establish a transparent information sharing 

mechanism to ensure that the implementation process of CRS is open, fair and fair. 

This requires tax authorities not only to abide by laws and international agreements, 

but also to actively communicate and interact with the public to win their understand-

ing and support in the process of implementing CRS. 

4 Countermeasures and Suggestions for China's 

Implementation of CRS 

In view of the above challenges, we can draw some constructive countermeasures and 

suggestions to strengthen and improve the implementation mechanism of CRS in 

China. These recommendations cover technical, legal, international cooperation, pub-

lic education and institutional evaluation. Through the implementation of these coun-

termeasures, China will be able to participate more effectively in global tax govern-

ance and play a more active and responsible role in the global economy. 
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4.1 Improve the Level of Information Technology 

With the implementation of CRS, Chinese tax authorities are faced with the challenge 

of processing and exchanging large amounts of financial account information. In or-

der to effectively deal with this challenge, it is essential to upgrade the level of infor-

mation technology. Tax authorities need to establish and maintain an efficient and 

reliable information system to ensure accurate collection, safe storage and rapid pro-

cessing of data. This requires tax authorities to increase investment in information 

technology infrastructure, upgrade hardware facilities, and adopt advanced database 

management systems and data processing technology. Through regular training and 

professional courses, the staff's understanding of information technology and opera-

tional skills are improved to ensure that they can effectively use information systems 

to deal with complex data exchange tasks. In addition, tax authorities should train a 

professional information technology team to be responsible for the daily maintenance 

and problem solving of the system, so as to ensure the stable operation of the infor-

mation exchange platform [12]. Tax authorities should strengthen cooperation with 

financial institutions, promote financial institutions to improve their information tech-

nology level, and ensure that they can timely and accurately submit relevant financial 

account information in accordance with the requirements of CRS. This may require 

tax authorities and financial institutions to work together to develop technical stand-

ards and operational procedures to provide technical support and guidance. Tax au-

thorities should actively explore and apply emerging technologies, such as block 

chains and artificial intelligence, to improve the efficiency and security of information 

exchange. For example, blockchain technology can provide a decentralized and tam-

per-proof data recording platform, which can help improve the transparency and 

traceability of data. Artificial intelligence technology can be used for data analysis 

and risk warning to help tax authorities identify and combat tax avoidance more effec-

tively. 

4.2 Strengthen the Docking of Domestic Legislation and International 

Standards 

In order to ensure the effective implementation of CRS in China, the key is to 

strengthen the connection between domestic legislation and international standards. 

China needs to review and revise existing tax laws and regulations to ensure that they 

are consistent with CRS requirements. This includes clarifying the reporting obliga-

tions, standardizing the reporting process, defining the reporting subject and the scope 

of information, and setting corresponding penalties for violations. At the same time, it 

was important to ensure that national legislation was consistent with international 

standards and to avoid obstacles to implementation resulting from differences in legis-

lation. By participating in the activities of OECD and other international organiza-

tions, China can share its own experience, learn from other countries' practices, and 

promote the improvement and development of international tax rules. At the same 

time, China should work with other countries to discuss and solve the problems en-

countered in the implementation of CRS and promote international tax cooperation. 
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China should establish a cross-sectoral cooperation mechanism to ensure effective 

communication and coordination among relevant departments such as taxation, finan-

cial supervision and diplomacy. This helps to form a unified policy implementation 

standard, avoid information islands between departments, and improve the overall 

efficiency of CRS implementation. China should strengthen the supervision and eval-

uation of the effect of CRS implementation. Through regular inspection and evalua-

tion, problems are found in time and measures are taken to improve. This requires the 

tax authorities to establish a sound supervision and evaluation system, including the 

formulation of evaluation indicators, the collection of feedback information, and the 

analysis of the results. 

4.3 Intensify International Cooperation and Exchanges 

The implementation of CRS is a global tax cooperation project, and strengthening 

international cooperation and exchanges is of vital importance to China. First of all, 

China should actively participate in international tax cooperation and discuss and 

solve the problems encountered in the implementation of CRS with other countries. 

By participating in international conferences, seminars and other activities, China can 

share its own experience, learn from other countries' practices, and promote the im-

provement and development of international tax rules. Secondly, China should estab-

lish a stable information exchange mechanism with other countries. This includes not 

only the automatic exchange of financial account information, but also the exchange 

of tax laws and regulations, tax avoidance cases, best practices and so on. Through 

these exchanges, China can keep abreast of the latest developments in international 

taxation and improve its tax collection and management capabilities. Moreover, China 

should strengthen cooperation with international organizations. For example, we 

should maintain close contact with OECD, G20 and other international organizations, 

participate in international tax cooperation projects, and jointly promote global tax 

governance. This will help China play a greater role in the field of international taxa-

tion and enhance its international influence. Finally, China should strengthen tax co-

operation with developing countries. By providing technical assistance, training and 

other support, we will help these countries improve their tax collection and manage-

ment capabilities and jointly meet the challenges of cross-border tax avoidance. This 

will not only help to enhance China's image among developing countries, but also 

help to build a fair and reasonable international tax system. 

4.4 Enhance Public Awareness and Transparency 

The implementation of CRS requires not only the efforts of the government and fi-

nancial institutions, but also the understanding and support of the public. First of all, 

tax authorities should widely publicize the purpose and significance of CRS through 

various channels, such as the media, the Internet and public lectures, so as to raise 

public awareness of tax compliance. This will help to form a good tax culture and 

encourage the public to consciously abide by tax laws and regulations. Tax authorities 

should establish a transparent information sharing mechanism. On the premise of 
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protecting personal privacy, the progress and achievements of CRS implementation 

should be made public so that the public can understand how tax authorities use the 

information collected and how this information can help combat tax avoidance. This 

will help to enhance public trust in tax authorities and improve the transparency of 

CRS implementation. Tax authorities should encourage public participation in the 

formulation and evaluation of tax policies. By soliciting public opinions and organiz-

ing public consultation activities, the public will have the opportunity to express their 

views and suggestions. This will not only help tax authorities better understand the 

needs of the public, but also help to improve the fairness and effectiveness of tax 

policies. Tax authorities should strengthen the guidance and supervision of financial 

institutions. To help financial institutions understand and comply with CRS require-

ments by providing training and developing operational guidelines. At the same time, 

tax authorities should regularly check the reporting of financial institutions to ensure 

that they submit information in accordance with regulations. 

4.5 Evaluate and Revise System Periodically 

CRS is a long-term and dynamic system, and regular evaluation and revision of the 

system is essential for its effective implementation. Tax authorities should establish a 

regular evaluation mechanism to quantitatively analyse the effect of CRS implemen-

tation. This includes assessing the timeliness and accuracy of information exchange, 

as well as the actual effectiveness of CRS in combating tax avoidance. Through these 

assessments, tax authorities can find problems in time and take measures to improve 

them. Tax authorities should revise and improve the CRS system in time according to 

the evaluation results. This may include adjusting reporting requirements, optimizing 

information exchange processes, and strengthening regulation and enforcement. The 

revision and improvement of the system should take full account of the changes in 

international tax rules, the renewal of tax avoidance means, and the development of 

domestic tax practice. Tax authorities should strengthen cooperation with academia 

and professional institutions to jointly study the implementation effect and improve-

ment measures of CRS. By introducing the opinions and suggestions of external ex-

perts, tax authorities can have a more comprehensive understanding of the implemen-

tation of CRS and improve the scientific and forward-looking design of the system. 

The tax authorities shall make public the results of the assessment and revision and 

accept the supervision of the society. This will help to improve the transparency of 

CRS implementation, enhance public trust in tax authorities, and help to form public 

consensus on tax policy. 

5 Conclusions 

CRS, as a global standard for tax transparency and automatic information exchange, 

has made substantial progress in China, playing an important role in combating cross-

border tax avoidance and protecting national tax interests. However, with the continu-

ous evolution of tax avoidance strategies and changes in the international tax envi-
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ronment, the implementation of CRS still faces many challenges, including improving 

the level of information technology, aligning domestic legislation with international 

standards, deepening international cooperation and communication, enhancing public 

awareness and transparency, and regular evaluation and revision of systems. To effec-

tively address these challenges, China needs to continuously optimize its information 

technology infrastructure, strengthen the integration of legislation and international 

standards, actively participate in international tax cooperation, raise public awareness 

of the importance of CRS, and establish a long-term mechanism for institutional eval-

uation and revision. Through these measures, China will further consolidate and en-

hance the implementation effectiveness of CRS, and make greater contributions to 

global tax cooperation and international tax governance. At the same time, this will 

also contribute to building a more fair and transparent international tax system, pro-

moting the healthy development of the global economy. 

References 

1. Ahrens L, Bothner F. The big bang: Tax evasion after automatic exchange of information 

under FATCA and CRS[J]. New Political Economy, 2020, 25(6): 849-864. 

2. Dortch C, Bradley D H, Hegji A. Direct Federal Support of Individuals Pursuing Training 

and Education in Non-Degree Programs. CRS Report R46306, Version 2[J]. Congressional 

Research Service, 2020. 

3. Chen F. Impact of Changes in the Individual Income Tax Law on Foreign Shareholders 

and Senior Executives[M]//Essential Knowledge and Legal Practices for Establishing and 

Operating Companies in China. Singapore: Springer Nature Singapore, 2022: 327-332. 

4. Crandall-Hollick M L. Higher Education Tax Benefits: Brief Overview and Budgetary Ef-

fects. CRS Report R41967, Version 51. Updated[J]. Congressional Research Service, 

2021. 

5. Zota R R, Hegji A, Shohfi K D. The Department of Education's Notice of Proposed Rule-

making on Improving Income-Driven Repayment for the Direct Loan Program: Frequently 

Asked Questions. CRS Report R47418, Version 3[J]. Congressional Research Service, 

2023. 

6. Frolova E E, Tsepova E A. Prospects for reforming approaches to the legal status of a Rus-

sian resident individual[J]. Gosudarstvo i pravo, 2021 (6): 158-172. 

7. Draper J. Policy Proposal: Modifying the Federal Earned Income Tax Credit to Better 

Help Households with One or No Dependents[J]. Pol'y Persp., 2022, 29: 1. 

8. Collins B, Dortch C. The FAFSA Simplification Act. CRS Report R46909, Version 6. Up-

dated[J]. Congressional Research Service, 2022. 

9. Kosse D D. Legal Support For Automatic Exchange Of Tax Information According To 

The CRS Standard For Tax Residents Of Ukraine[J]. Actual problems of improving of cur-

rent legislation of Ukraine, 2020 (54): 101-118. 

10. Omar N, Amin W L M, Raof N A. Addressing Offshore Tax Evasion Challenges in the 

Rising of Digitalization Economy[J]. Environment-Behaviour Proceedings Journal, 2021, 

6(18): 243-248. 

11. Merrell S, Chu X, Chiasson M. The Earned Income Tax Credit and the Persistent Issue of 

Overpayments: Fraud or Unintentional Errors?[J]. Academy of Business Research Journal, 

2022, 1: 67-82. 

26             Q. Lin and Y. Zhi



12. Michelmore K M, Pilkauskas N V. The Earned Income Tax Credit, Family Complexity, 

and Children’s Living Arrangements[J]. RSF: The Russell Sage Foundation Journal of the 

Social Sciences, 2022, 8(5): 143-165. 

Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the
source, provide a link to the Creative Commons license and indicate if changes were made.
        The images or other third party material in this chapter are included in the chapter's
Creative Commons license, unless indicated otherwise in a credit line to the material. If material
is not included in the chapter's Creative Commons license and your intended use is not
permitted by statutory regulation or exceeds the permitted use, you will need to obtain
permission directly from the copyright holder.

Individual Income Tax Anti-Avoidance Under the Substantial Progress of CRS             27

http://creativecommons.org/licenses/by-nc/4.0/

	Individual Income Tax Anti-Avoidance Under the Substantial Progress of CRS: Problems and Countermeasures

