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MAINLAND CHINA ECONOMIC AND
BUSINESS SENTIMENT SURVEY 2022

| Economic expectations

A 69%

I:l |:| expect GDP to grow by 5
per cent or more in 2022
Key factors impacting economic growth
Top
Driver

| Business trends

Control over
CoOVID-19

expect their company to increase
I investmentinto new technology
In 2022

expect their company to undertake
ESG-related initiatives in 2022

| Key strategic focuses

Digital transformation,
technology development
and innovation

A%

| Recommendations for businesses

Balance market opportunities, capital risks
and corporate governance risks based on
the characteristics of the industry and the
overall business strategy.

@
!/
®
\

Improving existing
customers’ experiences,
satisfaction and loyalty

CPA

®

AUSTRALIA

| Business outlook

83%

expect their company’s profit to
increase or remain the same in
2022

49%

expect their company’s
headcount to increase in 2022

expect their company to expand
business activities into Greater
China within the next 3 years

-

select ‘creativity and innovation’
as the skill employee should
develop to enhance the business’
competitivenessin 2022

Exploring new
markets for potential
expansion

i

Integrate medium and long-term
development strategies and reasonably
allocate resources acrossshort,
medium and long-term R&D investment
in targeted areas.

Regularly reviewand seek to improve
internal tax compliance and control
systems.

Focus on nurturing, upskilling and
reskilling talent in innovation and
technologyto enhancethe
competitiveness of the businesses.
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ABOUT THE REPORT

CPA Australia’s Mainland China Economic and
Business Sentiment Report 2022 summarises the
results of a survey of accounting and finance
professionals’ views on the state of China’s economy

and business conditionsin 2022 and beyond.

The survey was conductedfrom 24 Novemberto 12
December2021. A total of 210 responses were
received from CPA Australiamembers residing in

Mainland China.

ABOUT CPA AUSTRALIA

CPA Australiais one of the largest professional
accounting bodiesin the world, with more than
168,000 membersin over 100 countries and regions,
including more than 20,000 membersin Greater
China. We have offices in Beijing, Shanghai,
Guangzhou and Hong Kong. Our core services include
education, training, technical supportand advocacy.

CPA Australia provides thoughtleadership on local,
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members for their input and guidancein shaping this

report:

e  Mr Michael Yu FCPA (Aust.) President of CPA

Australia East and Central China Committee

Respondents came froma wide variety of industries,
with financial services and insurance (27 per cent),
CPA professional services (12 percent) technology /
IT and e-commerce (9 per cent) having the largest

representation.

Respondents were most likely to work for a multi-
national corporation (44 per cent) or a private-owned

enterprise (29 percent).

Respondents were most likely to work for companies

with 1,000 or more employees (45 per cent).

national and international issues affecting the

accounting profession and public interest.

We engage with governments, regulators and
industries to advocate policies that stimulate
sustainable economic growth and have positive
business and public outcomes. Find out more at

cpaaustralia.com.au.

e Ms RebeccaWongFCPA (Aust.) Deputy President
of CPA Australia South China Committee

e  MrRaymond Zhu FCPA (Aust.) Deputy President
of CPA Australia East and Central China
Committee

e  MrKevin Ng FCPA (Aust.) Member of CPA

Australia North China Committee
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KEY FINDINGS

Economic expectations

Sixty-nine per cent of surveyed members expect
Mainland China’s GDP to grow at five per centor
above in 2022. Members were most likely to forecast
that China’s economy will grow by between five per
centto 5.4 per centin 2022 with 30 per cent of
respondents choosing this option. Twenty-three per
centexpect GDP to expandby 5.5t0 5.9 per centor

more.

Given the significant size of Mainland China’s
economy, achieving a growth rate of around five per
centwould provide support to the recoveryof the

globaleconomyin 2022.

When asked what will most positively impact China’s
economyin 2022, the top three factorsare “control
over COVID-19” (52 percent), “recovery of the global
economy” (40 per cent), and “measures to upgrade

the industrial and manufacturing base” (34 percent).

Other importantfactors to support Mainland China’s
economy in 2022 include “governmentinitiatives to
build a dual circulation economy” (30 percent) and
“further measures to support regional economic

development” (28 per cent).

“Global economic uncertainty” (60 per cent) was
nominated by respondents as the most significant
challenge to Mainland China’seconomyin 2022.

Other major challenges include “COVID-19” (47 per

cent) and “international trade barriers” (46 percent).
Business outlook

A stable economic outlook is translating to more
robust business confidence. Respondents’
expectations for theircompany’s profit were
generally positive with 83 percent of accounting

professionals expecting theircompany’s profit to

eitherincrease or remain largely the same in 2022,

up from71 per centreportedlastyear.

This trend is also reflectedin expectationsfor
changesin company headcountsin 2022, with 80 per
centofrespondents expecting their employer’s
headcount will either increase or remain the same,

up by 16 percentage points from2021.

These results suggest that most of our members
surveyed are more confidentin their outlookfor their
businessin 2022 comparedto 2021, despite ongoing

headwinds such as outbreaks of more contagious

variants of COVID and supply bottlenecks.

Business strategies and trends

Reflecting both a proactive and innovative culture of
many Mainland Chinese businesses, respondents
consider “digital transformation, technology
developmentand innovation” (47 percent) and
“exploring new markets for potential expansion” (32
per cent) as two of the top three key strategic

focuses for their businessin 2022.

Additionally, 37 per cent of respondents said their
business will also focus on “improving existing
customers experiences, satisfaction and loyalty”,
suggesting that businesses are placing more value on

maintaining their existing customer base.

Many respondents also chose “improving business
efficiency” (31 percent), and “cost management” (30

per cent) as key strategic focusesin 2022.

The strong culture of innovation and technology
adoption amongst many Mainland Chinese
businessesisreflectedin the 59 per cent of
respondents who expect theirbusinesses to increase
investmentin new technologies, up two percentage

points from2021. This indicates that many
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businessesin China are digitalising throughincreased
technology investment to focus on long-term growth
opportunities and staying ahead of competitors by
making greater use of technologyto improve

productivity and business processes.

With more companies focusing on digitalising their
business, respondents were most likely to nominate
“creativity and innovation” (52 per cent) “digital and
technical skills” (45 per cent) and “flexibility and
adaptability” (35 per cent) as the top skills they
believe employees should developto enhancethe

competitiveness of their businessin 2022.

Spurred by the emergence of environment, social and
governance (ESG) practices as afundamental
componentofabusiness, respondents chose
“develop along-term ESG strategy” (23 per cent),
“review existing processes to improve environmental
outcomes/reduceenvironmental impacts” (14 per
cent) and “increase investmentin ESG projects” (13

per cent) as the top-three ESG initiatives they believe

their companies will focus onin the nextthreeyears.

RECOMMENDATIONS

We suggest that the focus for 2022 should be on
positioning businesses for stable and sustainable
growth and identifying new growth opportunities.
Businessesin Mainland China could considerthe

following recommendations:

e Take advantage of preferential market expansion
policies, for example, diversifying and expanding
businessesinto the GBA.

e Integrate mediumand long-term development
strategies and reasonably allocate resources
across short, mediumand long-termresearch

and development (R&D) investmentin targeted

On taxation, respondents selected “Phase IV of the
Golden Tax Project” (24 percent), “corporate income
tax reform” (21 per cent) and “tax policies relatedto
the sustainable development of businesses” (12 per
cent) as the tax developments that will impact their

businessesthe mostin the nextthree years.

Market expansion

When asked which regions in Greater China their
business will mainly focus its expansion activities in
the nextthree years, respondents were most likely to
expecttheir businesses to expandin the Greater Bay
Area (GBA; excluding Hong Kong and Macao) (47 per
cent), the Yangtze Economic Belt (46 per cent) and

the Beijing-Tianjin-Hebei region (29 per cent).

When expanding or conducting business in overseas
markets, “trade relations between China and the
overseas region” (45 percent), “effectiveness of
COVID-19 vaccinerollout” (44 per cent) and “political
stability” (44 per cent) are the three stand-out factors
that respondents believe will influence their

companies’ decisionto expand overseas.

areas.

e  Establish a long-term ESG strategy or governance
framework and specify ESG-related
responsibilities across different business units.

e Regularlyreviewand seek toimproveinternal
tax compliance and control systems.

e  Balance marketopportunities, capital risks and
corporate governance risks basedon the
characteristics of the industry and the overall
corporate strategy.

e  Focuson nurturing, upskilling and reskilling
talentin innovation and technologyto enhance

the competitiveness of businesses.
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ECONOMIC EXPECTATIONS

Figure 1. Mainland China GDP growth expectations

3%

15%

W 6.0% or above

M 5.5% to 5.9%

5.0% to 5.4%

M 4.5% to 4.9%

23%

= Below 4.5%

E Don’tknow

Question: In your opinion, what do you expect Mainland China’s GDP growth rate to be in 2022?

Figure 1 shows that 69 per cent of CPA Australia’s
members expect Mainland China’s economy to grow
by five per centor more in 2022. This indicates that
most accounting professionals believe that the
economy will continue to recoverin 2022 and growth

will be keptata reasonable level.

A stable GDP growth rate of around five to six per
cent means that Mainland China will continue to play
a keyrole in driving the recoveryof the global

economyin2022.

Factors expected to positively impact Mainland

China’s economyin 2022

A majority of respondents (52 percent) chose
“control over COVID-19" as the factor that will most
positively impact Mainland China’s economy in 2022.
Given the success Mainland China had in managing
COVID-19 outbreaksin 2020 and keeping itunder
controlin 2021, itis likely that further COVID-19

outbreaks will be contained in 2022. The survey

findings show that an effective COVID-19
containment strategy remains a key factor in spurring

the economy.

The recovery of the global economy (40 per cent) is
the second mostselectedfactor, indicating that many
accounting and finance professionals surveyed
believe that the global economic growth momentum
in 2021 will continue in 2022, and that this should

underpin stable economic growth in Mainland China.

“Measuresto upgrade the industrial and
manufacturing base” (34 per cent) was the third most
chosen option. With the value-added of industrial
outputrising 9.6 per centin 2021 compared to 2020
and the value-added of high-tech manufacturing
increasing 18.2 per cent, policymeasures to promote
the upgrading of the industrial and manufacturing
systemis expectedto provideimpetusto economic

growth.



8 | MAINLAND CHINA ECONOMIC AND BUSINESS SENTIMENT REPORT 2022

Initiatives to build a dual circulation economy (30 per
cent) and measures to support regional development
(28 per cent) are also popularchoices for having a

positive impact on the economy in 2022.

Main challenges to Mainland China’s economyin

2022

The major factors that respondents believe will pose
downside risks to Mainland China’s economy include
“global economic uncertainties” (60 percent),
“COVID-19” (47 per cent) and “international trade

barriers” (46 percent).

The survey findings, together with engagement with

membersacross other parts of the world, indicate

that the major uncertainties and challenges

impacting their businessinclude:

further COVID-19 outbreaks

e  skillsshortages
® increasing costs

e global supply chain disruptions, including those

caused by international trade barriers.

Supportfor the domestic economy through
continued fiscal support, tax and fees cuts, measures
to build adual circulation economy, and policies to
upgrade the manufacturing capabilities of industries
in Mainland China will help encourage economic

growthin 2022.



9 | MAINLAND CHINA ECONOMIC AND BUSINESS SENTIMENT REPORT 2022

deployment of innovation and technology, and an
increased focus on sustainable development. This
focus on digitalisation, an innovative culture and a
low-carbon economy, will enable Mainland Chinese
businesses to maintain long-term competitiveness
and will help promote a stable and progressive
growth of Mainland China’s economy as well as the

recovery of the global economy.

Atthe same time, we will need to be aware of the

challenges brought by complex and uncontrollable

factors. Uncertainties over the global economyare

Mr Kevin Ng FCPA (Aust.)

rising, the trajectory of the pandemic remains

Member of CPA Australia’s

uncertain, and international trade challenges that
North China Committee

may be caused by the acceleration of global chain
restructuring may bring new pressures on companies
The survey shows that the business community is fromdifferentregions, industries and sectors.

confidentin the economy’s performancein 2022,

In light of liquidity pressure and weaker risk
with nearly 70 per cent of respondents expecting

management capabilities of micro, smalland
GDP to grow by five per centor more this year. This

medium-sized enterprises, the Mainland Chinese
mainly stems from Mainland China's effective COVID-

governmenthasadopted aseries of targeted relief
19 preventionand control measures, and the

measures. The People’s Bank of Chinaannounced the
government's series of policy adjustments in

conversion of the inclusive small and micro-
response to uncertainties that are conducive to the

enterprise loan extensionsupporttool and the
stable development of the economy. It’s likely that

inclusive small and micro-enterprise credit loan
these two measures will provide strong supportfor

supportplan, as well as further tax and fee reduction
the continued recovery of economicactivities and

measures. These measures are likely to furtherboost
overall economicgrowth.

business confidence, reduce their financial burden

The strong confidence of the business community in and lead to inclusive growth.

economic prospects has led to a positive trend in the
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BUSINESS OUTLOOK

Figure 2. Expected change in company profit

45%

36%

38% 39%
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1a% 15%
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Decrease by 30 per cent Decrease by 2 to 29 per Remain largely the same Increase by 2 to 29 per Increase by 30 per cent
or more cent (increase or decrease less cent or more
than 2%)

W 2020 w2021 m 2022

Question: In comparison to 2021, do you expect your company’s profit in 2022 will...
Note: The percentages of respondents who selected ‘Don’t know’ in 2020, 2021 and 2022 were five per cent, five per cent and ten per cent
respectively.

Reflecting moderate improvementsin economic Other results

sentimentand business confidencein 2022,47 per . .
P Fifty-two per cent of respondents from companies

centexpecttheircompany’s profitto increase by two . .
P PR ¥ with 1000 or more employees expect their

per centor more in 2022 from 2021. This resultis , .
company’s profit to increase by two per centor more

lightl f 2021, when45 t cted
St A MOSTE2|RETCENEEXPECLS in 2022 comparedto 2021.In comparison, 44 per

their business to increase their profit by two per cent . .
centrespondents from companieswith fewer than

or more.
500 employees made the same forecast.

In another sign that business conditions are e .
& This finding suggests that smaller businesses are less

improving, only seven percent of businesses expect s .
P g y P P optimistic than larger businesses as they may be

their company’s profit will decreasein 2022, down
more vulnerable to external challenges such as

fromthe forecasts of 24 per centin 2021 and 20 per further COVID-19 outbreaks.

centin 2020. This shows thata majority of Mainland
Chinese businesses expect conditions to be betterin sallier bslnesses sie il e itvs ozl

2022 than 2021. support measures announced by the government

including tax and fee reductions and extending loan
support policies to strengthen theirresilience against

downward pressure on economicgrowth.
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Figure 3. Expected change in headcount
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21%

19%
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Question: By what percentage range do you think your company’s headcount in Mainland China will change in 2022 from 20217?
Note: The percentage of respondents who selected ‘Don’t know’ in 2020, 2021 and 2022 are five per cent, four per cent and five per cent

respectively.

Consistent with profit expectations and economic
growth forecasts, 49 per cent of accounting and
finance professionals overall expect their companyto
increase headcountin 2022. Further, 35 per cent
expecttoincreasetheirheadcount by five per centor
more. This result represents a significantincrease
fromthe 33 per centthatexpected to increase their

headcountin 2021, and 39 per centin 2020.

Although uncertainties in the domesticand global
markets may weigh on Mainland China’s labour
market, the result shows hiring expectations have
largely recoveredfrom dampened prospectsin the

year before.

According to official figures, 12.7 million new urban
jobswere created in 2021. With businesses and
economic confidence on the upswing and strong
demand for technologyand ESG skills, the labour

marketin 2022 is expected to be stable.
Other results

Fifty-three per cent of respondents from companies
with 1000 or more employees expecttheir
company’s headcounttoincreasein 2022 compared

to 2021, while 20 percentexpectadecrease.

Fifty per centof respondents from companies with
fewer than 500 employees expect their company’s
headcounttoincreasein 2022 compared to 2021,

while six per centexpectadecrease.
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Mr Michael Yu FCPA (Aust.)

President of CPA Australia’s
East and Central China Committee

Guided by the "dual carbon" goal, ESG investment

and ESG-driven mergers and acquisitions will become

key aspects of Mainland China's economic landscape.

By gradually phasing out the use of coal power and
improving coal power flexibility, promoting the use of
renewable energy, continuously reducing the
proportion of fossil fuelsin the primary energy

mix, and accelerating the development and use of
hydrogen, China has been takenvarious measures to
drive an energy structure revolution and transition to

a low-carbon economy.

Furthermore, the implementation of green finance
policies and guidelines, such as the greencredit

guidelines, green bonds, green private equity

investments and innovative green finance products,
will encourage ESG investments and ESG-driven

mergersand acquisitions.

Meanwhile, investors no longer constrainthemselves
to analysing traditional financial indicators. They are
increasingly using non-financial ESG indicators to
evaluate potential investments. Domesticregulatory
requirements, changesin the financing environment
and increased consumer awareness on
environmental protection issues have also prompted
a shiftin focus among different sectors and

industries.

Asa response to these changes, businesses will need
to implementan ESG strategy to enhance
competitiveness and drive sustainable development.
The strategy may involve developing and leveraging
new materials and new technology, improving
production and energyefficiency via widespread
electrification, increasing the proportion of
renewable energy use, promoting greener work-
related travel for employees, promotingthe
reduction of carbon emissions in production and
supply chains, and producing value-added low

emission products.

ESG investment, mergers and acquisitions, and
divestitures will enable companies and organisations
to build the assets, skills and technologies necessary
for sustainable development and achieving their

long-termvalue goals.
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BUSINESS STRATEGIES AND TRENDS

Figure 4. Key strategic focuses for companiesin 2022

Digital transformation, technology development and innovation | N RRRIRIDIIDEE
Improving exsting customers’ experiences, satisfaction and I ;7
loyalty 0
Exploring new markets for potential expansion | N NRRNNENNE 32
Improving business efficiency [ N ::°:
Cost management | N 0
Improving supply chain | N 2o
Improving cash flow [ 0%
Improving compliance with new laws and regulations | N RN 17

Attracting, retaining and nurturing talent || N R NN 13%

ESG strategies and initiatives || [N IIIII 11%

other | 1%

Question: Inyour view, which of the following best describes what could be the top three key strategic focuses of your company in 2022? (Please
select up to three options)

Reflecting efforts to ensure long-term growth, 47 per Underliningimprovementsin business and economic
centofrespondents chose “digital transformation, sentiment, “cost management” is the now the fifth
technology development and innovation” as one of most chosen strategic focusin 2022, down from
their top strategic focuses for theircompanyin 2022. second place in 2021. As confidence increases,

This was also the top choice for 2021, where 33 per prudentapproaches to managing through tough
centselectedthis strategy. times become less of a priority. Instead, Mainland

. . .. . China’s business are more likely to focus on:
This strong emphasis on digital transformation and

innovation show that many companies remain e improving existing customers’ experiences,
focused on future growth prospects and on staying satisfaction and loyalty

ahead of competitors despite recent uncertainties. . . i
o exploring new markets for potential expansion

According to CPA Australia’s Business Technology

Report 2021, businesses expect that afocus on * improvingbusiness efficiency.

technology adoption should helptheir company to The focus on “improving existing customers’
improve operational efficiency, lower costs and experiences, satisfaction and loyalty” increased from
enhance the customer experience — essential 18 per centin 2021 to 37 percentin 2022, reflecting

elements for success in a challenging environment. the increasing value being placed on companies


https://www.cpaaustralia.com.au/-/media/project/cpa/corporate/documents/tools-and-resources/financial-reporting/business-technology-report-2021.pdf?rev=b99ab28c4c9b4e299402b9fd010a8d8f&download=true
https://www.cpaaustralia.com.au/-/media/project/cpa/corporate/documents/tools-and-resources/financial-reporting/business-technology-report-2021.pdf?rev=b99ab28c4c9b4e299402b9fd010a8d8f&download=true
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maintaining their existing customerbase. One lesson
that may have been reinforced by the pandemic is
that businesses cannot expect to continually grow
from attracting new customers. They can still grow by
addingvalue and seeking betterreturns from existing
customer relationships through improving their

service and support.

Figure 5. Planned investment into newtechnologyin 2022

57% 59%

50%
0 24%
I ] ! I

Increase investmentinto new
technology
same

Investment into new
technology will remain the

Other results

The key strategic focusin 2022 that was most
frequently selected by respondents from businesses
with 1000 or more employees is “digital
transformation, technology developmentand

innovation” (57 per cent).

Respondents from businesses with fewer than 500
employees nominated “improving existing
customers’ experiences, satisfaction and loyalty” (42

per cent) most frequently.

12%

8%
6% 5% 5%

H=
HE = HE

Decrease investmentinto new My company does notintend

technology to invest in new technology

W 2020 ™ 2021 m2022

Question: By what percentage range do you think your company’s investment into technology will change in 2022 from 2021?
Note: The percentage of respondents who selected ‘Don’t know’ in 2020, 2021 and 2022 were 12 per cent, seven per cent and nine per cent

respectively.

Fifty-nine per cent of respondents expect their
businesstoincrease investmentin new technology in
2022, whichisanincrease of two and nine
percentage points from 2021 and 2020 respectively.
The percentage of respondents who stated that their

business will decrease investmentin technology

dropped fromeight percentin 2021 to three per
centin 2022.

This result supports other survey data showing a
strong culture of innovation and technology adoption
amongst many Mainland Chinese businesses. Such a
culture of innovation is spurred by acombination of

differentfactorsincluding governmentincentives
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including tax incentives for researchand
development, the drive to improve operational

efficiencies and competitive pressures.

Supported by the 14" Five-Year Plan, the commercial
applications of newtechnologies suchas 5G
technology, artificial intelligence, blockchainand
cloud technologies will continue to proliferate.
Consequently, itis expected that more businesses in

Mainland China will investin technological

Figure 6. Business ESG initiativesin the next threeyears

Develop along-term ESG strategy

Review existing processes to improve environmental
outcomes / reduce environmental impacts

Increase investmentin ESG projects

Attract and nurture ESG talent

innovations. They will do this to stay ahead of
competitors, meet changing customerneeds and

ensure their long-term growth.

The expectedincreasein technology investment will
need to be supported by a digitally literate
workforce. This will require companies to employ
new talentandinvestin developing the technology

skills of currentemployees.

I 3
I
I
I

Begin to publish or improve ESG / sustainable reporting _ 9%

Green finance initiatives

Appoint senior management/ directors with ESG expertise

Other

My company does notintend to undertake any ESG
initiatives

I -
I
B
I s

Don'tknow | 7%

Question: Which of the following best describes the main ESG initiative your company will focus onin the next three years?

Eighty-eight per cent of accountingand finance
professionals expect their businesses to undertake an
ESG initiative over the nextthreeyears, with the
most popular choice being developing along-term

ESG strategy.

Businesses could considerthe following actions when

developing an ESG strategy:

e  Establish a board-level ESG committee to look
into incorporating ESG-related issues into the

overall corporate governance strategy

e  Establish a management-level working groupor
functional department to take charge of ESG-

related initiatives

e Encourage acorporate-wide ESG culture through
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training programs and education.

With the announcement of Mainland China’s “dual
carbon goals” —reaching carbon peakemissions by
2030 and achieving carbon neutrality by 2060 —in
September 2020, the emergence of ESG as a
fundamental component of business and wider
economic behaviour means that more Mainland
Chinese businesses willincrease their focus on ESG

mattersin the future.

According to CPA Australia’s ESG Reporting White
Paper 2021, businesses must drive a deeper
understanding of their business models, the external

environmentin which they operate, who their

stakeholdersare and how they are impacted.

Figure 7. Tax developments

Phase 1V of the Golden Tax Project (Mainland China’s new tax
management system)

Corporate income tax reform

Tax policies related to the sustainable development of
businesses (e.g. carbon tax)

Value added tax reform

Individual income tax reform

BEPS 2.0 Pillar One (e.g taxation of digital businesses)

BEPS 2.0 Pillar Two (e.g. global minimum tax)

Other

Don’tknow

In the “new economy”, capital will not just mean
financial and physical, but equally important will be
intellectual, human, and social and relationship forms
of capital, accompanied by a deepening awareness of
impactand dependency on the natural environment

and its resources.

Key to an ESG-driven futureisinternal and external
data. Businesses in Mainland China will need to place
greater emphasis on assimilating datafroma variety
of sources and applying critical judgement toit. This
will rely on effective materiality assessments, early
planning, choice of framework, systems development
and measures to ensure accuracy — tasks the
accounting profession is well positioned to contribute

to.

¥
I, 20
I 12%
I 12
I 0%

I -

B

| o5%

I >

Question: Inyour opinion, which of the following tax developments will most significantly impact your business in the next three years?

Well-designed tax policies, including tax and fee

reductions can have positive impacts on business and

the economy. Therefore, the Mainland Chinese

government may wish to continue delivering such


https://www.cpaaustralia.com.au/-/media/project/cpa/corporate/documents/esg-reporting-whitepaper.pdf
https://www.cpaaustralia.com.au/-/media/project/cpa/corporate/documents/esg-reporting-whitepaper.pdf
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reduction policies, as well as the continuation of tax

reformsin2022.

The survey findings show that respondents were
more likely to nominate the implementation of Phase
IV of the Golden Tax Project as the tax development
that will most significantly impact their business over

the nextthree years.

Figure 8. Top skills employees should develop in 2022

The launch of a new phase of the Golden Tax Project
reflects the efforts of the government to digitalise tax
collection and administration. Companiesin
Mainland China should seek professional advice from
their accountants to ensure they understandand are

preparedfor the new tax managementsystem.

Creativiy and innovation | 52

Digital and technical skills |, <5

Flexibility and adaptability | 35

Business acumen | 3%

Critical thinking and analytical skills | [ A N NN -

Teamwork [N 275

Interpersonal skills such as communication skills _ 25%

Leadership | 16%

ESG knowledge |G 15%

Question: Inyour opinion, what are the top three skills that employees should develop to enhance the competitiveness of your business? (Please

select up to three options)

Underlining the growing strategicfocusof Chinese
companies on digital transformation and technology
adoption, a majority (52 per cent) of respondents
chose “creativity and innovation” as one of the top
skills they think employees should develop to

enhance the competitiveness of the business. This is

followed by “digital and technical skills” (45 per cent).

Similarly, technological advances mean that many
respondents also believe employees shouldalso

develop “flexibility and adaptability” (35 per cent).

The advantages of having these three skills are
highlighted in CPA Australia’s The Impact of
Technology on the Desired Skills of Early Stage
Accountants report which states that creativity and
innovation skills mean thatemployees can draw on
data and technology to generate solutions to
complex problems and add value to their employer or

client.

The reportfurther mentions that recent technological
trends mean employers are seeking accountants with

IT skillsand who possess the capability to both apply


https://www.cpaaustralia.com.au/-/media/corporate/allfiles/document/professional-resources/business-management/the-impact-of-technology-on-the-desired-skills-of-early-career-accountants.pdf?la=en&rev=a42b2122d3604d1cb5f615aecf1b7e75
https://www.cpaaustralia.com.au/-/media/corporate/allfiles/document/professional-resources/business-management/the-impact-of-technology-on-the-desired-skills-of-early-career-accountants.pdf?la=en&rev=a42b2122d3604d1cb5f615aecf1b7e75
https://www.cpaaustralia.com.au/-/media/corporate/allfiles/document/professional-resources/business-management/the-impact-of-technology-on-the-desired-skills-of-early-career-accountants.pdf?la=en&rev=a42b2122d3604d1cb5f615aecf1b7e75
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and oversee technology which automates
administrative tasks. Flexibility and adaptability skills
mean that employees will be open to technological

change needed to supportgrowth and innovation.

.
Mr Raymond Zhu FCPA (Aust.)

Deputy President of CPA Australia’s
East and Central China Committee

While the progress of tax policy and enforcement
development may not have yetreachedpre-
pandemic levels, looking forward, itis likely to

normalise as the pandemic situation eases.

Short-term emergency reliefor adjustment measures
may be gradually reduced, and policiesto ensurea
stable source of tax revenue over the long-term may

be implemented.

Overall, there are three major tax trends that
companiesin Mainland China should pay attention to

in2022:

Firstly, progress will be made in the digitalisation of

tax administration. With the announcement of BEPS

This resultalso reflects a possible skills gap as well as
a shortage of talent. Mainland Chinese businesses
should considerimplementing talent development
plansto recruit, nurture and retain talent with in-

demand skills.

2.0, it is expected that the digitalisation of tax
administration will further develop, and new
iterations of technology platforms will affectarange

of tax filing compliance areas.

For the Mainland Chinese market, the launch of
Phase IV of the Golden Tax Project and the further
expansion of the use of electronicinvoiceswill have a
significantimpacton the digital tax administration of

companies.

Further, the tax trend of a "low tax rate and wide tax
base" will continue in 2022. Preferential policies for
selected industries will also be furtherapplied
globally. Since the start of the pandemic, no
jurisdictions have officially announced an increasein
their corporateincometax rate in 2021, while some
have announced plans to reduce the corporate
income tax rate. For Mainland China, preferential
policies for employee year-end bonuses and equity
incentives, corporate restructuring, and pandemic-
related tax relief measures for small and medium-

sized enterprises have beenextended.

Finally, tax supportfor R&D activities is expectedto
increase. To better meetthe needs of technology
innovation and economic developmentand
transformation, itis expected that further incentive
measures will be implementedin 2022 to increase
tax supportfor R&D activities among businesses and

scientific research institutions.
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MARKET EXPANSION

Figure 9. Business expansion activities in the next threeyears

Greater Bay Area (excluding Hong Kong and Macao) I 47%
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No plans to expand in the next three years [ 6%
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Question: Inthe next three years, which of the following regions in Greater China do you expect your company will mainly focus its expansion

activities? (Please select up to three options)

Figure 9 shows that an overwhelming number of
respondents think their business will expandits
activitiesin Greater Chinain the nextthreeyears,
with only six per cent of respondents reporting that
their business has no plans to expand. Itis likely that
government policies prioritising the support of the
domestic economy and to improve the business
environment as stipulated by the 14" Five-YearPlan,
are encouraging Mainland Chinese businesses to

expand within Greater China.

Forty-seven percent of respondents expect their
company to expand into the GBA in the nextthree
years, making it the most popular destination for
expansion activities. With a population of 86 million
and a GDP of nearly US$1.67 trillion in 2020, the GBA
is a promising market for businesses seekinggrowth

opportunities.

In addition, the preference for many businesses to
expand into the GBA, the Yangtze Economic Beltand
the Beijing-Tianjin-Hebei region suggests that policy
initiatives in these regions are popular at encouraging
businesses to undertake theirexpansion activities.
Elements of those initiatives may be emulated in
other regions to attract domestic and overseas
companies.

Factors most likely to impact where Mainland
Chinese businesses may expand overseas

There are arange of factors thatimpactwhere a
business may choose to expand theiroverseas
operations, with many of those not directly related to
financial matters. Instead, political factorsincluding
trade relations between China and the other market
(45 percent), and political stability in the overseas
market (44 per cent) appearto be two influencing

factors for Mainland Chinese businesses.
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Given the socioeconomicimpact of the pandemic,
the effectiveness of COVID-19vaccinerollout (44 per

cent)isalso an important consideration for Mainland

Ms Rebecca Wong FCPA (Aust.)

Deputy President of CPA Australia’s
South China Committee

Industrial cooperationand complementary
advantagesin the GBA have been further
strengthenedlastyear due to the implementation of
the Wealth Management Connect Scheme and the
announcement of policies such as the "OverallPlan
for the Construction of the Hengqin Guangdong-

Macao Intensive Cooperation Zone" and the “Plan for

Chinese businesses in deciding whetherto expandin

an overseas market.

Comprehensive Deepening Reform and Opening Up

of the Qianhai Shenzhen-Hong Kong ModernService

Industry CooperationZone”.

The business collaborationand innovation
environment has improved, the level of digitalisation
and automation has increased, and the flow of

resources has become more efficient.

Looking forward, the GBA possesses substantial
marketopportunities. Thisincludes tourism
opportunities, talentaccumulation, a market for
high-end consumption, and preferential policies to
supportthe medical care, financial products, and e-
commerce sectors. These business growth
opportunities are keyfactors in attracting companies

to focus their expansion activitiesin the GBA.

To capitalise on the unique growth opportunitiesin
the GBA, companies should consider formulating a
medium to long-term plan based on the needsand
characteristics of consumers in the GBA, as well as
taking advantage of preferential tax policies and

actively looking for and utilising new technologies.
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CONCLUSION

The results of this year’s survey reveal that while
issues with COVID-19 outbreaks, uncertaintiesin the
global economic recovery and concernsovertrade
tensions continue to exertdownward pressure on
Mainland China’s economy, overall confidencein the
economy and business conditions appearto have

improved and stabilised.

Under these circumstances, businesses should take
full advantage of the various policies the government
has announcedto lower operating costs, facilitate
access to finance, and expand within the Greater
Chinaregion and globally. Targeted investments in
technology innovationand development, a focus on
ESG initiatives, and recruitment and development of

talentshould be on the radar.
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