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The Chinese Football Revolution 

By Saro Capozzoli, Beatrice Bin, Davide Toti  

 

In China a new change is in action. After being the aim of huge 
amounts of Foreign Direct Investment (FDI), the country has made a 
U-turn in 2015: its outbound investments have overcome in number 
the inbound ones. 
 
China is actually becoming more and more sophisticated when it comes 
to making its own decisions.  
In fact, when a country grows wiser, it stars focusing on developing the 
Culture & Entertainment Industry. Essentially, after having fed up the 
guts and educated the minds, the Middle Kingdom is now paying at-
tention to a complex cluster of activities. 
 
Globally, outside China, investments in the football industry are usu-
ally linked to diverse reasons:  
- Financial: the investor purely seeks economic returns; 
- Political: the acquirer uses the club as a political propaganda 

campaign tool;  
- Personal: the investor has always been a fan of that team, or he 

wants his personal image to be associated with the club.  
In addition, it has been recently observed that some investments in 
football clubs are correlated to a rather interesting reason: the investor 
sees the club as a trophy asset, as a toy that could satisfy his/her 
hunger for popularity. However, football has never been a sport in 

which China excelled. As a consequence, the country’s investments are 
made in a slightly different way.  
 
Yet, going back in time, China has always stood up when it comes to 
Olympic Games. Chinese athletes are famous for their excellent per-
formances. For instance, they are usually ranked in the Olympic 
Games Podium (the never-ending fight between China and the U.S. 
Olympics’ King title is very well-known), but, when a spherical leather 
ball is on stake, it is a completely different game. In fact, it has taken 
part in the World Soccer Championship only once, during 2002. Fur-
thermore, every time the national team loses a match, Chinese people 
make huge fusses and open long debates regarding how the football 
industry’s reform should be structured. 
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In 2013, President Xi Jinping approved Minister of Sports, Liu Peng’s 
bill, which is articulated in two levels.  
 
The first level focuses on the national football’s future since it includes 
a 10-year plan for rolling out 15k young players every year, through 
the introduction of one-hour-per-week football practise at school and 
the building of 50k football pitches in the whole country. The second 
level of the law regulates the country´s industry situation, by lowering 
tax pressure on Chinese football clubs and by providing big companies 
with strategic advisory for investing in foreign and national clubs. 
  
Which is then the best recipe to grow? It is to invest! And Chinese 
people did not need to be asked twice. 
 

 

Remarkably, in 2016’s winter market session, China Super League’s 
clubs have spent approximately USD337 million, which is about 25% 

more than what was spent by the Premier League. At the same time, 
clubs in China League One (the country’s second football league) have  
invested more than what Bundesliga, Liga Española and Ligue 1 have 
done so far. These are striking figures, especially considering that they 
only refer to the purchase of soccer players. 
If the focus moves from investments in “mobile assets” (as football 
players can be considered) to those in “fixed assets”, which are football 
clubs taken as a whole, things get really interesting. 
  
Everything started with one man, Mr. Zhu, President of Pingy Shanghai 
Investment.  
In July 2014, he purchased Pavia Calcio, an Italian club, for an un-
disclosed sum of money. That was the first (and last) Chinese FDI in 
the Italian football industry, but it served as an example for following 
investors that later embarked on several acquisitions of European 
teams.  
The list is pretty long. It begins with ADO Den Haag, whose 97% was 
acquired by United Vansen International Sports Company (Hong Kong) 
in 2014, then Dalian Wanda Group laid its hands on a 20% stake in 
Atletico de Madrid (January 2015), followed by China Energy Company 
Limited (CEFC) which purchased 60% of SK Slavia Prague. Finally, not 
even two months later, Rastar Group took on a 56% stake in Espanyol 
and, in December 2015, China Media Capital, partnered with CITIC 
Capital, to invest 400 million dollars in 13% of City Football Group, 
Manchester City Football Club’s mother company. 
 
In the same period, the local football industry also experienced sig-
nificant changes in terms of teams’ ownerships.  
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Among 2013 and 2015, five M&A transactions were observed, with an 
overall value of more than RMB2.5 billion. The most striking case was 
represented by Mr. Jack Ma, President of Alibaba Group, who pur-
chased a 50% stake in Guangzhou Evergrande FC for approximately 
RMB194 million. 
 
But if it was clear that in China things work in a slightly different way, 
which reasons lay behind those huge investments? 
  
Statistics thoroughly talk: the current Chinese sports industry is worth 
about USD400 billion. Remarkably, by 2025, this is expected to double 
to 850 billion dollars and football will take a big slice of that sum. 
Furthermore, football is a serious sport for Chinese people. It is a 
vehicle that can unify the nation and its souls under the red flag. 
President Xi Jinping himself has admitted to be intensely craving for 
the 2030 bid of the World Cup.  
 
Nowadays, thanks to the entrance in markets that were previously 
inaccessible, such as Spain, Italy, UK, France and the Netherlands, 
China can move football players and coaches (young and older ones) to 
learn new techniques and skills that, once back, will spread again into 
the Chinese environment. The ultimate aim is to enhance the level of 
domestic football. Substantially, China is strategically investing to 
benefit through a learning process. 
  
Take for instance Pavia Calcio’s investment. The new club owners have 
now reached an agreement with Pavia University for creating a specific 
football academy dedicated to Chinese coaches. The university will 

provide “students” with classrooms and contacts with the Italian 
Coaches Association. Clearly, the perspective of this investment was 
not financial but rather strategic. 
 
Football is not that profitable, unless you consider the Bundesliga, 
Premier League and FC Barcelona or Real Madrid. Actually, according 
to experts, money is burnt in the football industry. 
The investment is rather beneficial on a brand & status enhancing, and 
strategic viewpoint. 
 
Therefore, there is only one question to answer: how to boost in-
vestments and prevent them from being blocked?  
 
One answer is already known by several football experts: you can 
achieve this goal by strengthening young player training within clubs. 
That is a sort of internal development of talents. 
 
This culture has almost been lost on the way. Second and third teams 
of clubs are failing to crank out young players, resulting in the abandon 
of the latter also due to the scarce attention of the first series teams. 
Genuinely, this is a clear consequence of the inefficiency of the system 
that, in turn, does not attract foreign investments. 
  
In addition, investors might be potentially scared away from the lack of 
a thorough revenue-generating system. When stadiums are built, it is 
not taken into account that, in order to be appealing to consumers’ 
eyes, collateral commercial activities should also be present. Stadiums 
should lure different customers every day through services like cine- 
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ma, hall for congress and events, restaurants, etc. as it already 
happens in Shanghai, Beijing, Spain, the U.K. or the U.S.  
 

 
 
Legal regulations and social opinion often raise insurmountable ob-
stacles that prevent foreign investors to enter the market. This, in turn, 
leads to missed opportunities in terms of employment and growth for 
the country itself. 
Ultimately, it is right to consider football as one of the most loved and 
followed games in the world, as well as one of the most resourceful and 
lucrative “industries”. If its mechanism is well oiled and incentivized, 
the industry could feed a “micro-universe” of collateral employment, 
which consequently produces beneficial effects for teams, activities 
tied to the business and, lastly, for the State. Definitely, China has 
already understood this.  

 
VAT Reform notice 

 

On March 7th, 2016, the Chinese Minister of Finance Lou Jiwei, 

announced that the Value-Added Tax (VAT) will fully substitute the 

Business Tax (BT).    

The VAT Reform will be effective from May 1st, 2016, in the whole 

Chinese territory and for all industries.  

 

The Ministry of Finance (MOF) and State Administration of Taxa-

tion (SAT) jointly issued Caishui [2016] No. 36 (“Circular 36”) on 

March 23rd, 2016 which sets out the VAT will be extended to three 

key industries with tax rates as below illustrated. 

 

 Applicable 

Normal 

VAT Payer 

Applicable 

Small VAT 

Payer 

Real Estate and Construction 11% 3% 

Finance 6% 3% 

Life Services except for Life Services 

VAT-Free 

(ex. tourism, entertainment, sport, 

education, culture, food & beverage) 

6% 3% 
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Child daycare services 

Nursery care services 

Retirement services 

Disability welfare institutions 

Services provided by disabled persons 

Matchmaking services 

Funeral services 

Medical services 

Academic and Educational services 

Services provided by student 

work-study programs 

Income derived from housekeeping 

services provided by housekeeping 

personnel of a housekeeping enterprise 

 

VAT 

free 

VAT 

free 

 

The primary aim of the VAT Reform is to reduce tax burden 

through the inclusion of the sectors that were still subject to BT. 

The VAT on purchases/services can be deducted from VAT on sales 

if you have the Normal VAT Payer qualification.  

An example is provided below: 

 

The Life Services industry will therefore benefit the most from the 

VAT Reform, taking into account the VAT-free services. 

 

CICC (China International Capital Corporation) forecasts a tax 

saving higher than RMB 900 trillion (more than 0.4% of Chinese 

GDP) thanks to the VAT Reform’s implementation.   

 

Small Scale Taxpayers 

Pre-reform BT payable =  

RMB 500,000 × 5% = RMB 25,000 

Post-reform VAT payable = 

RMB 500,000 × 3% =  

RMB 15,000 (non deductible) 

 

General Taxpayers 

Pre-reform BT payable =  

RMB 10 million × 5% = RMB 500,000 

Post-reform VAT payable =  

(RMB 10 million ÷ (1+6%) x 6%) = RMB 

566,037 (deductible) 
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On the one hand, the VAT Reform could encourage a higher 

number of sectors to externalize services, developing tertiary 

sector. On the other hand, if diverse measures will not be adopted, 

the VAT Reform could compromise the competitiveness of small 

companies, since they are not qualified as Normal VAT Payers.  

 

As a conclusion, it is important to underline that the following 

weeks will be decisive, given that the State Administration of  

 

Taxation will have to add details, from an operational point of view, 

to the VAT Reform, such as the “transition” of tax-payers from 

local tax bureaus to national tax bureaus (BT payers and VAT 

payers are under different tax administrations: local and national 

respectively).   

Importing used parts and machines is now fast and safe  

By Antonio Farese, Saro Capozzoli 
 
When it comes to import to China parts and second hand machines, for 
producers of manufacturing systems and machineries (for wood 
carving, plastic, metals, packaging, etc.) reducing the length of 
hold-over times for their customer, especially in case of goods’ damage, 
it is always been a struggle. 
 
Most of the spare parts, especially the ones which are not simply 
mechanical, are subject to diverse customs procedures and need to 
obtain a series of CIQ certifications which frequently defer their 
availability and cause the delivery to customers in broke down condi-
tion. 
 
One factor that extends the whole delivery process is the identification 
of goods’ customs code (HS-code), which is required to compute the 
import tax duty (customs duty). 
Incomplete shipping information (i.e. the goods’ country of origin is 
often missing), HS-code wrong transcriptions, or even mere inaccu-
racies related to the item’s description in the invoice, can cause long 
delivery delays. Due to its strong complexity, the Chinese bureaucratic 
process seems to be a labyrinth of files and postal codes with no easy 
way out. Many companies in fact do not manage to know the HS-code 
in advance, since it changes even for the same good, depending on the 
importing customs office. 
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In order to solve problems related delivery promptness and to spare 
parts’ availability, it could be a good solution to create a well furnished 
warehouse inside the Chinese territory. This solution might be efficient 
in theory, even if it generates high fixed costs that remain in balance 
sheets for many years. Moreover, this cost could be relevant also for 
the most wealthy and big companies. Therefore, an adequate 
case-by-case evaluation is recommended on both a short and long 
term period. 
 
The creation of a spare parts warehouse, in fact, entails the payment of 
Import Duties and VAT on a relevant volume of goods, for an amount 
oscillating between 20% and 30% of the total transaction value. For 
instance, on a spare parts’ amount of €100.000, the company is re-
quired to pay in advance €20.000/30.000 for duties, without knowing 
if and when they will get the amount back. Shipping old and outmoded 
parts back to the country of origin means also to lose all the paid 
import duties and VAT. 
 

It is for these very reasons that MEC Industry Services Ltd. created an 
integrated services package which allow companies to: 
 
a) clear goods through customs and complete all the CIQ procedures 

(to get the CCC certificate) in a short time (usually 24/48 hours); 
b) Use a warehouse in a free-trade zone (bonded warehouse) to stock 

all the spare parts directly in China Mainland, clearing only the ones 
that are actually ordered by customers. In this way, any obsolete or 
unsold part can be returned to the producer with no extra expenses 
but the shipping price. Furthermore, the customer service in China 
is complete: direct presence of an on-site spare parts’ warehouse, 
short time clearing and delivery and goods managed directly in the 
territory. 

 
MEC Industry Services Ltd.’s support in order to make the import 
process quick and efficient, begins even before the goods’ shipping by 
helping customers with the identification of the proper HS-code. 
Moreover, customers are supported in getting a priori the relevant 
information, related to the acquisition and management of CCC certi-
fication. 
 
MEC Industry Services Ltd. also puts at its clients disposal a large 
series of accessory services, to make the whole customs procedure 
fast and efficient. 
 
For any question or clarification, please contact MEC Industry Services 
Ltd.: antonio.farese@mec-ecom.com 
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