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Abstract: There is little difference between a free trade zone (FTZ) and a free trade port. Relatively speaking, 
a free trade port enjoys a wider degree of openness and can be exempted from customs supervision in a border area. 
Although certain achievements have been made during China's free trade zones construction with the development of 
global economy, there are still some shortcomings compared with other zones abroad. Therefore, China must build 
and reform FTZs based on its own economic situation, laws, regulations and market demands if China wants to build 
a more competitive and open free trade zones to have a stronger influence in the new round of international economic 
competition.
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1.Introduction
The international FTZ was originated from "free zone", an economic zone set up in a country or region to isolate 

tariffs, or specially supervised by customs. However, different from foreign definition and connotation, FTZs in China 
contain multiple areas and take on responsibilities of exploration and reform in different trade focuses. FTZs are built 
to liberalize the economy and trade and to promote the China’s economic to be more prosperous. These places will also 
make related overseas trade more convenient by means of tax reduction and exemption. However, most FTZs in China 
are still pilot zones set by the central government, being relatively immature. Therefore, one of the most important goals 
for the construction of FTZs is to broaden the scope of "freedom".

2.	Current	progress	and	problems	during	the	construction	of	China’s	FTZs
China’s opening-up strategy for the future has been continuously promoted, including constructions for FTZ. In 

September 2013, Shanghai Free Trade Zone was formally established. Until August 2019, China had successively built 
18 FTZs in five batches in basically all coastal provinces and some inland area, forming a unique free trade network. 
While expanding the scope of opening-up, bringing about great help to economy and trade of these inland cities, FTZs 
also help China adapt to new rules of international economy and trade, constantly enhance the level of opening up, and 
drive the marketization and internationalization of the national economy.

However, FTZs are relatively immature for China's economic construction. The socialist market economy is still 
in building. Currently, free trade zone construction must be improved in line with China's economic laws. It cannot, of 
course, blindly learn from foreign construction models. However, we must pay attention to the following issues.

2.1 Relevant laws and regulations 
In order to have an effective legal basis and guarantee for the operation and management of free trade zones, 

relevant laws and regulations must be perfected before the construction. Of course, holding not a single but multiple 
functions, China's free trade zones have the responsibilities to accumulate experience for economic system reform. 
Therefore, it is impossible to perfect the relevant laws during the current free trade zone experiment, which leads to 
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corresponding development difficulties: although the government requires bold reform and experimental innovation in 
the pilot FTZs, most of the development and reform are relatively cautious since there is no legal protection and support 
in the FTZs. In addition, relevant policies are not authoritative and transparent enough and even cannot be effectively 
implemented. In this case, it is necessary to apply for approval from relevant departments regarding various reforms, 
relatively reducing efficiencies[1].

Moreover, the practical effect of relevant strategies is not satisfactory or may even conflict with China's basic tax 
law system due to some tax reduction and preferential strategies were made by free trade zones without legislative 
provision in order to attract professionals and investment, resulting in unnecessary losses. Besides, vicious competitions 
may occur in free trade zones because of investment competition, which is not conducive to the balanced allocation of 
resources.

2.2	Institution	building	and	administration
The administrations and reform of China's free trade zones are managed under the system of ministerial-level joint 

conference participated by 30 units that are led by the Ministry of Commerce and the center vice president. Meanwhile, 
relevant management groups led by the party chief of provincial and municipal committee are set up to take on the 
coordination and communication between the center and local departments in FTZs. Relevant management committees 
should also be responsible for promoting specific reforms, and relevant management committees and offices are set in 
FTZs.

There are still some shortcomings, although this kind of management mechanism will make departments and 
systems operate efficiently. After all, the organizational structure of FTZ is attached to the original development zone 
and administrative region. It is not officially included in the administrative agency, let alone the authority. Besides, 
there is no motivation for system innovation, which leads to serious backwardness of relevant systems and reduces the 
operational efficiency and competitiveness of the FTZ[2].

2.3 Tax incentives 
At present, the tax incentives in most FTZs in China are less attractive to international resources. The scope of 

value added tax reductions in imports are relatively small, so the requirements for most foreign resources are still too 
high. If the administrative costs are reduced to a certain extent since most of China’s FTZs are still in the pilot stage, 
there is still a lot of room for tax reduction and exemption, which is also more conducive to attracting foreign resources. 
The construction of China’s free trade zone still needs to be improved, for example, the software and service level are 
still far behind those international ones.

3. Learn advanced experience from international standards
At present, due to the refinement of the division of labor in the global value chain and the increasing frequency of 

international trade, the development of China's free trade zone must adapt to the global trade rules, and reform towards a 
higher level of freedom and standards. It is necessary for China to learn advanced experience from international FTZs to 
enhance its own competitiveness and compete for the right to speak in the global economic market by virtue of its own 
ability, so as to safeguard the security and stability of national economic development.

3.1 Enhance legal construction 
Special laws will be set in FTZs in most countries. Therefore, China should formulate and improve relevant legal 

systems in time to ensure that the zones can obtain sufficient legal protection and promote the rapid advancement and 
development of FTZs. Relevant contents can be formulated in accordance with international laws. We must also persist 
in reform and innovation to adapt to the development of China's socialist market economy to ensure the rapid and steady 
development.

3.2	Improve	the	efficiency	of	administrative	management	
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The administrative mechanism of most international FTZs is basically a two-tier flat management, which is more 
flexible and efficient, and the management mechanism is also very simple. Therefore, the institutional construction 
of China's FTZ should be simplified to certain extent and become more professional. It should also give priority to 
improving trade convenience in order to achieve faster development.

3.3	More	favorable	taxes	
Most international FTZs will adopt tariff reduction and exemption to attract foreign resources. For example, Hong 

Kong has adopted a comprehensive policy of zero tariff and unlimited trade. Except for special commodities such as 
tobacco and alcohol, others are commonly zero tariffs, greatly attracting foreign resources. After all, the preferential 
tax policy is very helpful to the cost saving of related trade enterprises, and can also promote the prosperity and healthy 
development of FTZs. At the same time, it is more attractive to international enterprises and can greatly increase 
international competitiveness.

4. Conclusion
In short, after all, China's free trade zone is still in the experimental stage. Although there are many problems, 

there is still a strong room for development. Therefore, China must strengthen the reform and construction of the free 
trade zone against the international advanced experience, so that China can occupy a very favorable position in the 
international economic competition.
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