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Overview of Blockchain and Tax Administration

• Blockchain as part of the Fourth Industrial Revolution  

• A paradigm shift of tax administration practices

• To what extent can technological advance contribute to the modernization and 
improvement of tax administration in developing economies? 

• China as a case study 



Challenges in Tax Administration in China

• A brief account 

• Development of a modern tax administration system lags behind development of 
the tax law system

• From manual operation to modern information technology 

• The Golden Tax Project (GTP)

➢ Introduced in the 1990s to combat VAT fraud and modernize VAT collection

➢ GTP Phase III since 2016

• Significant improvement, but serious problems remain 



Challenges in Tax Administration in China (cont’d)

• Distortion of information  

• False information from taxpayers

• A typical example: tax invoices 

• Information exchange within tax administration

• Backlog of an exceptional amount of information 

• Lack of communication between different tax datasets

• Information exchange between tax administration and other departments 

• Insufficient exchange, lack of uniform standards, and complicated applications



Blockchain for Tax Administration (Source: Thomson Reuters Tax & Accounting ANZ)



Blockchain in a Nutshell

• WEF (2015): “an emerging technology [that] replaces the need for third-party 
institutions to provide trust for financial, contract and voting activities” 

• A distributed ledger 

• Secure, not easily maneuvered, usually immutable, and decentralized

• Useful in addressing information asymmetry and insufficient information exchange



Blockchain Pilot Project in Shenzhen

• “Blockchain plus e-invoices” since 2018 

• Creation of a set of original tax blockchains 

• A two-layer chain structure with one layer of a core chain and one layer of busines 
nodes

• Two sub-chains: digital asset sub-chain & information exchange sub-chain



Blockchain Pilot Project in Shenzhen (cont’d)

• The digital asset sub-chain  

• Advent of blockchain e-invoices for tackling distortion of information 

➢ e-invoices as legally valid digital invoices 

➢ Links issuing of e-invoices by one party with online payment by another party 

➢ All information recorded into the tax blockchains 

➢ Enables management of tax invoices through information 



Blockchain Pilot Project in Shenzhen (cont’d)

• The information exchange sub-chain  

• Currently four blockchain application platforms 

➢ Natural person information sharing platform 

➢ “tax and industry” alliance or consortium chain 

➢ Four-department information exchange platform (tax, customs, public security & 
PBC SZ branch) 

➢ Bankruptcy management linkage platform



Prospects and Challenges

• Prospects of blockchain   

• While a notable advantage, the decentralized feature of blockchain ought not to be 
over appraised

• The concept of “sovereign blockchain” in China

➢ Keen to explore the blockchain technology but cautious about its potential risks 

• The need of a clear legal and regulatory framework 

• Further improvement of the “blockchain plus e-invoices” pilot scheme

• Exploration in other areas of tax administration 



Prospects and Challenges (cont’d)

• Prospects of blockchain (cont’d)     

• Exploration in other areas of tax administration 

➢ Tax collection (e.g. payrolls, VAT)

➢ Daily tax management

➢ Transfer pricing investigation



Prospects and Challenges (cont’d)

• Limitations of blockchain   

• Delusive to assume all blockchains have supposed distinctive features, and 
misleading to assume blockchain technology is able to address interpretation 
issues

• The China context

➢ A leapfrog development, but uneven

➢ While enhancing accuracy and efficiency of tax administration, blockchain could 
not eliminate arbitrary tax enforcement

➢ Little use in taxpayers’ grasping of voluminous tax circulars  



Conclusion

• Blockchain as a disruptive technology transforming the government (and the economy 
and the society)  

• Promising potential of blockchain in China: tackle information asymmetry and 
insufficient exchange, improve tax administration, and enhance compliance  

• But, not a panacea 


