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(A 3)

REGULATIONS ON
THE PREFERENTIAL TREATMENT TO
OUTSIDE TRADERS INVESTING IN
STTING UP ENTERPRISES IN
HEILONGITANG PROVINCE
January 8, 1985

In order to utilize more fofeign {fund and.up-to-date' tec_hnology for the
speeding up of economic_.construction_in Héilo'n'gjiang.we have decided. to
give the following prelerential treatment to our compatr.iots_fr_om Hong
Kong, Macao and Taiwan Province, overseas Chinese as well as foreign
traders in taxation, market, price and the'admim;stration of foreign excha-
nge, import and export etc. - _

1, To protect foreign investors’ legitiniate rights _

Those Sino-foreign joint.ventures,'co—opera_tio_n' projec'tsl and enterprises
with exclusive foreign investment, once apprdved.and' registered, will be
considered as an economic entity with the status of a legal person, independeut
in the running, Before the law of China, cach p'a.rty' in c'0~operution
is protected and governed by the law. _ '

, _'2 There are “eight .first p'ribri*iés” to. enterprises and co-Operatioﬁ
."buxsmess run Jomtly by Sino-foreign m\estors ' ' -

“ Resources and materials needed for runmng the busmess will be supphed
“in first-priority, Coal, - eicctnc;ty, gas, oil, water ctc will be suppl_xed
firsty the transportation, whether by water, land or air will'b.e arranged
first; facilities of port and telecommumcatmn will be mstalied and served
firsty raw material and other prerequisites will be allocated and supplieds
construction site and capital construction force will be arranged firsty loans

wilt "be provided w_ith by the bank first labour force will be .adveftised

o 5 .
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{irst As for__en!cz'prises with sole foreign {nvestment, they will also be
~supported and co-operated according to the above mentioned principle.

3. Immunity and reduction of income iax _ _

For enterprises with an operation term longer than 10 years, income tax
will be ;mmumzed for two years [rom the year profitable, and in addition,
the income tax rate w;'l be reduced to 50% on the following three years,

For those co-operated agricultural and forestry eaterprises of less
profitable afld those located in economicafly less developed areas, in addition.
to the immunit'i(:m of income tax for five years, they will enjoy the reduction
of income tax rate by 15-30% in the following ten years. W hile this.
kind of enterprises with sofe foreign investment and with an operation term
longer than 10 years in the first year from the year profitable, the income
tax is immunized, and the_ iécome tax rate for the second and third year is
reduced to 50%. ln the follow.ing ten years, the income tax may be reduced
by 15-30%. ' :

As to the income [rom the utilization of know-how provided by foreign
traders in the field of agriculture, forestry, fishery and anima! husbandry,
expi'oitatiou of energy, transportation, saving of energy, protection of
- environmental pollution and the development in important areas, the inconie tax
is to be péid at one-tenth of the tax rate. However, for those items of up-to
“date téchholovy and the conditions are preferential, immunition of income
tax will be enjoyed.

To those Sino-foreign joint ventures, co-operation business and enterpnses
| with sole fore;gn investment, the additional income tax to be imposed
by local government can be immunized for certain period of time.

4. United industrial and business tax is to be imposed at lower rate, and
immunition or reduction is possible -

For Sino- foreign joint ventures, co-operation business and enterpnses.
thh sole. foreign investment, if the taxation rate ol this kind of tax is
higher than that for existing Chinese saterprises, it will be lowered to that
through reduction of tax, if lower, it will not be changed., All the products
for export exgept those restricted by the state will enjoy the immunition of
united industrial and business tax.and custom duties, '

Tor the united industrial and business tax of those products sold
domestically, it can be reduced or immuunized for a cectain period after the

applicﬁtions of the enrteprises are approved if it is payed with difficuity

at the beginning of running the enterpricses

§.For Sino-foreign joint ventures co-operation business and enterprises

+ e
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with sole forecign m\estment, to the equipments, parts, aﬁsembhcs und othel
niecessary materials unportcd with investment (uuludmg loans) in m.u,ord.uu.e
with the coatract, and those can not be supplied at home so imported with
“additional investment as well as furniture and houschol(i appliances for fore-
ign partnees’ family (limited in reasonable quauhly) no cusiom duties :md
wnited jndustrial and business tax \\11‘ be imposed. For bmldlugs and . vc!u—

cles for own use of the Sino- [nrelgn joint ventures, co-operation business
and enterprises with sole foreign investment, the real estate tax nnd licence.
tex can be munumzed or reduced acuotdmg to conditions.

5. Reasonable price polscy being stipulated

The price for export products ‘of Sino-foreign joint ventures,co- opemt:ou
business and enterprises with sole forcign investment,is to be decided by the
enterprises. While the price for products to be sold on domestic arket “?itl
be decided according to _domestu price level, however the price will be set
in accordance with the quality of the product alsa. A1l the raw material,
fuel, power except gold, silver, platinum, 'petroléum,_ coal and timber that
are used directly in the production of export proaucté and different fees
will be supplied or chafged at domestic price or charging rate, Fees {or ir-
ansportation of goods, labour service, engineering design, cd:\sitkténey serv-
ice and advertisment are charged at the same charging rate for Chinese en-
terprises. . .

7. Special preferential treatmcnt in the charging of fees for construction
site utilization (charged in the form of land utilization and site developing
fee) '

Fees for construction site utilization can either be considered as the in-
vestment of Chinese side or to be paid in cash by the co-operated enterpri-
ses or enterprises with sole foreign invesiment, it is {lexible in -'pziyment.
For outside traders come to our province to set up productive ente'rprise
before 1987, land utilization fee is immunized for three years, and the site
developing fee is reduced to 70—380%. '

8. Charging rate for the land utilization fece w1ll be decided according to
different area in our proviace, different circle of business and term of uti-
lization ' '

In large and medium sized cities it will be 20—50% lower than that in
adjacent provinces, While in other cities and counties, it will be’ 30—-5d%
iower than that for major and medium sized cities, And it is immunized, if
the land is to be used for culture and education, scientific research, medical

and health or social welfare.
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_ 9. Chﬂ!‘%iﬂg rate for coastruclioa site devetoping [ee (including fees for
land utilization, remova! of original constructions and arrangement. {or the
residents and cost for road,the supply of water, power,zas, telecommunication,
;e\vagc enzineering whtch serving the enterprise directly, and the levelling
ol land etecl)

For major and medium sized cities, it will be 10_10V lower than that
in adjaceat provinces, For other cities and counties, it will he 30—30% lower.
If it is paid within two yecars, no interest will be charged. I it is to be paid
by instalment, the {ast payment should bepaid before the termination of
the operation term,

10. It is urged and supported to cxport those products of Sino-foreign
joint ventures,co-operation businessand enterprises with sofe foreign invesimesit
to international market, it is aiso possible to sell partiy on domestic mar ket.
IFor those products of high techaélogy and short in supply domestically, the
prbportEOn of the product to be sold domestically can be properly increased,
and some of them can be mainly sold at home. In such cases, the unbalance
in foreign exchange will be compeusated in a workable way so as to edsure
foreign investors” due income of foreign exchange and its remittance. )

11.Special preferenhal treatment wiil be given to investors of overseas
Chinese and compatriots from Hong Kong, Macao and Taiwan province

It is allowed for the. investors to-empioy their relatives or frieads as
their representatives or agents. Itis also possible to employ their relatives in
the business,if they come from rural area,they caa setile their home where
the Business is focated. ' )

12. Procedures simplified, convenience provided

For all theSino-foreign joint.ventures,co-operation busmess and enterprises
with sole foreign investment, il the approval of the project is authorized to
our provincial government, the application procedure will be simplified and
the course will be shortened. And the convenience of residence, travelling,
vacation and visiting refatives will be given to the investors so as to provide
them with favourable environment for investing, working and living.

The above regulations are applicable to the importation of technology

and equipment
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AN OUTLINE OF SHANDONG'S ECONOMY

Situated on the sea coast, Shandong Pravince covers an area ol 153,300
square kilometers with a population of 76 million, With abundant products
and a Tairly good foundation in industrial and agricultural production’ as
well as in sea-porl communications, il is oue of the country’s better deve-
loped coastal provinces and has some of the country’s main ports for trade

with {oreign countries,

[ NATURAL RESOURCES

Shandong is rich in mineral resources, The ores, discovered aud being
mined, are about 90 kinds which include coal, petro‘.eu.m,.na'tural gas,
iron, gold, coppeér, aluminiuvm, diamond, grﬂpl)ife, gy psum, magnesiwin,
barite,marble,granite,montmorillonite,and clay, The Shengli Oilfizld is the

second largest oilfield in the co'_untry, The Provinee’s coal not anly has

large reserves but also has good quality as well as comparatively complete

variety, mainly distributed in Yanzhou, Zaozhuang, Zibo and Taian. The
Yanzhou-Tengxian Coal Center is one of the country’s ten bigeest coal bases,
The gold reserves and output of Shandong are also fairly farge, liaodeng
P:En_isula is a fairly big gold production base of the country, The Province’s
gold output takes the first place ia the country, Tts building materials:
and non-metal ores have a great variety and widely distributed and have
considerable reserves, At present about 20 kinds of non-melals are heing
mined, providing a good source for developing the industry of building
materials, '

The agricultaral and aquatic resources are also very rich, Shandong’s
central and southern parts and JHaodong Penisula are chiefly h.iily regions,
while the narthwest_ and southwest are plains,formed mainly of the deposits
of _YellDw'River, Situated in the temperate zone and with an r—ipprop'riafe
rainfall, sunshine and temperature, Shandeng abounds in w};eat, corn, rice,
beans, [‘)oﬁatoes as well as cotton, peanut, bast-fibre pfants,_ tobacco,
fruits, silkworm cocoops,ctc,The Shandong big bcanut, L.ongkou vermecelli,
Ya_ptai apples, Lefing small dates, Feicheng peqhes, etc, renowned both

at home and abroad, are all Shandong’s specialities with a distinctive
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flavour, Shandong has a (‘oastlme exceeding 3,000 kilometers in length,
“with very broad shallows of over 730 thousand ha, of v.htch 200 thousand
hia,can be used for aquatics, which means the Provinee has great potentialitics
in developing its aqualic industry, Its inshore aquatic resources provide
more than 60 species of major economic sea products such as [ish,
shrimp, shellfish, kelp, algae #nd others, [ts prawns, porgies, scallops,

sea cucumbers and abalone are considered as treasures both at bome and
abroad, L

The Province is beautiful in the scenery and abupdant in relics and
historic sites, which inctude, among others, such places as Jinan-—~{he famous
city of springs, Qingdao, Yantai and Weihai-—the three picluresque sumimer
resorts and beautiful seaside cities;Taishan—-~ “Head of Five Famous Mount-
ains”, Penglai~-—the fairy land on carth, Lingyansi-——the most {amous clay
_stulptures in the country”; the remains ol Dawenkou Culture and Longshan
Culture, capitals of the ancient Qi State and Lu Stale; the Kaong Mansion,.
the Kong Temple, the Kong Woods and a rich variety of stone inscriptions
by famous people of various dynasties, Sh.angd()ng’s valusble rich scenery

has helped anfold a vast prospert for the Province to develop tourism,

I INDUSTRY, AGRICULTURE, COMMUNICATIONS,
SSCIENCE AND TECHNOLOGY

Since libaration,especially since the Third Plenary Session of the Party’s
11th Central Committee, Shandong, s industrial and. agrmuhura‘ production has
made rapid progress,ln 1984,the gross industrial and agricultural output value
- amounted to 77,28 billion yuan, and the proviacial national inﬁmne was
estimaled at 47,8 billion yuan, both reaching vnprecedented Jevels,

AGRICULTURE The Province has an area of 7 million ha, of culti-
vated land, more than 187 large and medium-sized water conservation works,
and 4,5 million ha, of effective irrigated land, The total power of farm
m.ach'incry is 28,66 million HP,Grain production keeps going up steadily, In
1984 the Province gain.cd an all-round bumper harvest in agr.iculture. The
gross agricultural output value reached 31.66 billion yuwan; the gross g;rainl
output was 30,4 billion kg; the cotton output was 1725 million kg;the peannut
output was 1800 million kg and the fruit output was 1882 millien kg, The
total annual output of cotton,peanuts and fruit all took the first place in the
whaole country, The output of aquatic and marine products and the output

of pigs, cattie and sheep held important places in the whole country, With
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adual perfection of the ra,sponslhlim system 18 agriculture and the

the gr
al production and the rale of

development of commodity economy, agrmultm

commedities of farm sideline. products will increase further,

INDUS FR\. The gross output value of mdustr} for 1984 reached 45,62

billion yuan, Before liberation, this province’s industrial base was very we eak,

1t had onl) a bit of light industrics such as textiles, foad,paper m
Now the Province has over 21,000 industrial enter prises bey_ond

It has a great variety of industries and has a certain

ang_,fl_our,

and matches,

the township level,

ability to produce most necessary products for major manufacturing on its-
Its textile and machine-building industries are romparahvely well—

and

owin,
grounded and its indusiries in petrolenm, mehHurgy chemicals,electronics

buitding—materials also havea conSldcrable scope._lts main 1ndus.lnal products

such as coal, pelroleum, petrochem:cals, LleCtraCLt}' cement, synthellc lea-
ther, cotton yarn, machine- -made paper, machme !oois, tlactors ete, occupy
an important place in the whole nation, " Some tradilional l1ght industrial
products ‘of famous brands such as ngdﬁo Beer, ngdao White Grdpewme,
ngdao elastic underwear, YVantai “three circle lock”, Zhioucun silk and
Jinan towels all enjoy great prestige both at home ‘and abroad, Many of the
Province’s machinery and chem]cal products such as machine tools, dtesel
engines, Taishan trattor,tires and barium carbonate are all welcomed by home
and fareign consumers, The Proviace’s handicraft products have a long
history and have their own characteristics, Since liberation, CSpECia”.‘f in
the past few vears, the traditional techmique’ bas been fully developed

Drawnwork, crocheted and braided work, shell-carving, carpet- \»_cavmg and

porcelain manufacture have been developed to a new stage, ST "
COMMUNICATION AND TRANSPOR’ TATION The c(mdlhons of the
Piovince’s railway, highway and sea transportat:on have been greatly im-
proved, The Tianjin-Pukou ‘Railway and tbe Qingdac-Jinan Railway run
through the whole province, The Yanzhou-Shijiusuo Railway, ‘the Xintai-
Heze Railway and the Qingdao-Jinan Railway’s multiple tracks, which
are under construction, will be comple:ted. and put into operation in succession
by this or next year, With its 20 or more seaports, the Province has
very favourable conditions for sea transportation, The ice~-free deep-waler
harbour of Qingdao, with spacious docks for deep-water shipping, is 4n
important international sezaport for our country, 1t now . has 9 doéks’ an.d
49 berths, of which 15 can hold 10,000-ton ships, with an: annual _Eross
tonnage of 21,000, 000. The Yantai harbour has uow 13 ‘bierths of whlch
3 can hold 10,000-ton ships with the rest for ships under 5,000 tons,

15

-80-



As an important port in northern China,its annual gross handling capacity
is aver 7,000,000 tons, The Shijiusuo deepwater harbour, which is being
built \i'ith forcign investment, will be completed and put ‘inte operalion
soor, It will be able to hold ships of over 100,000 ions when completed,

Shaﬁ't_logg"s self-run fleet has opened ihe roules io Hongkong, Japan and
Southeast Asia,

AIR TRANSPORTATION Jinan,the capital of the Province, and Qingdao,
a spaside city bave regular flights to,and from Beijing, Shanghai and Da-
fian, 1t is plaaned to dpen 3 new domestic and international routes from
Qingdao to Sian, Hongkong and Japan, Yantai also has reguiar fhghts to
and from Shanghai and Beijing,

I .FOREIGN TRADE AND ECONOMIC COOPERATION
WITH FOREIGN COUNTRIES

With a long hi.stor)' of foreign exchanges,Shnndong is one of our coun-
tr)"s_major trading ports,Since liberation,especilly since the Third Plenary
Session of the Party’s Iith Central Committee, through the implementation
of the government’s open~door policy,Shandong’s foreign trade has undergone
-a further development, In 1984 the volume of exports reached 2,29 billion
U,S.doilafs,which was nearly 2 times more than that of 1978, The volume of
exports of the Province in 1984, which made up 9,4% of the country’'s lotal
volume of exports,ranked fourth in-China, At present the Proviace has a1ready
estabhshed__econom:c and trade relations with more than 140 countries and
regions, In 1984 the volume of export to Hongkong and Macao, Japan, the
United States, the European Economic Community, the Soviet Union and
other eastern European countries made up 13.6%,19.2%,6% ,10.9% 4dnd 4.1%
respectively of the Province’s total volume of exports,

In recent years, Shandong has made a good beginning in utilizing for-
eign funds and in introducing technology from abroad, From 1979 to the
end of 1984, in addition to the 11 key projects constructed with foreign
funds of more than. 1,87 billien U,S, dollars under the state’s pgeneral
arrange.ment, Shandong arranged Qy itself about 920 projecis.using foreign
-fum_ls' of almost 700 million U;S,do!ia}s. Through compensatory trade, pro-
cessing and assembly, i.uturnationai' lease and loan, elc, Shandong has
introduced ‘a quantity of advanced technology and equipment from abroad,
and technical renovations were carried out wholly or partially in 650 small

and medium-sized enterprises with good results,
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v ,'Ti‘-‘iEl'PROSPEC'I" OF ECONOMIC AND TECHNICAL
COOPERATION WITH FOREIGN COUNTRIES

Shandong has gfeat potential [n economic and technical cooperation
with foreign countrie.s, The Province unas rich:na[ur_al resources and needs
to exploit and utilize them urgently, 1t also needs to import some raw
materials and i_n(rodt;ce adva.nced technology from foreign countries for
many of its old ent':erprises so as to help speed up their technical reno-
vations, The conditions of agriculturai production, the facilities for commu-
nications,transportation and tourism also have to be improved continuously ,

In the course of future cconomic conslruclion, the open~door. policy
witl be firmly carried out,making full us¢ of the Province’s advantages and,'c.m
the basis of equality and mutual benéfit,dcvdoping wide-range economic and
technical cooperation with foreign couutrfes and regions in various wavs, and
introducing,in a Bcltei'_wa_\'._.advanced technigue-and management from abroad,
Our principle is based on self-reliance and on learning from all couniries so
as to promote technical progress and the Province’s economic prosperity,

(I Speed up the technjcal renovation of the small and medium-sized vater—
" prises and raise the level of industrial technology and management, During
the period of the state’s7 th Five-Year Plan, we arfz planning to renovate
extersively a group of key enterprises of the main industries and trades, and
enterprises that produce famous brand products by usin.g foreign funds and
imported techniques, At the same time, we shall spged up. the deve'!opment
of new products by adopting advanced scientific and technological achieve—
ments, Thus, Shandong’s industry will be built on the basis of advanced tech-
nology and modern management so as to raise the quality of products, change
the structure of products,save on energy resources and raw materials and
increase economic benefits, . ln introducing foreign technofoiy for the machine
building industry,emphasis will be on design and manufacturing technology and
key equipment for numerical program-controlicd machines,hydraulic pressure
machines, ener'gy#sa.ving transformers, molo-rs, meters and instruments,
ete, For the electronic indusiry, emphasis will be on manufacturing ltech-
nology, key equipment and testing instruments for eléctronic dev:ces, elec—
tronic computers and tommunications equipment, For llght mdustry, emphasis
will be on advanced technology and key facilities for papcr—makmg, mach~
inery for manufacturing daily goods, food processing and pdelng, plastics

processing and leather tanning, For thc textile industry, emphasis will be
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mainfy on technology and equipment for finish processing of “printing and
dyeing so as to improve the qualily of the textiles for cotion, wool.silk and
knitted goods, ele, and add more varielies of products, For. the chemical in-
dustry,emphasis will be on production technique and key cquipment for the
petro—ChqﬁHCalinduslry,coal—chenﬁcalindustry,marine~chemicalinduSlry and
rubber-chemical industry,etc, We may also cooperate with foreign countries
in the fieltd of scientific research,training of qualified personnel, cxclanging
of information and the development of soft ware,

(2) Ekphﬁtthe Yellow River Delta and turn it into an Unponantpchb;
cheniical base as well as a new production base for agriculture and animal
husbandry in the country, Among the three big deltas of aur country, the
Zhujiang Delta and the Changjiang Delta have fong been ecconomically
developed arcas,but the Yellow River Delta in our province remaining a trea-
sure land waiting to be exploited, 1t bas rich petroleum and gas resources, The
Shengli Oil Ficld takes the second place in the country in its crude oil aitput,
In_thc coming vears, there will be a further inﬁrease by millions of tons
each year, [l is expected to become another “Daching” inthe year 1989 and
its annual output of crude oil may reach 100 million tons by the end of the
century, This is a petro-chemical base of our country with a bright future,
Here is the vast plain formed mainly by deposits of the Yellow River cov-
ering an area of 100 thousand hectares of fertile virgin land that waits to
be exploited, This provides favourabie conditions far us to set up a base
for the pradhction of agricultural, forest and husbandry commeodities, There
is also a coastline of 260 kilometers which can be used to buihi'harbors_
and docks and develop the fishing and maritime shipping industries, The
abundant underground and ground resources of the Yellow River Delta offer
great attractions to the pioneers, We will join efforts with foreign investors
to exploit this piece of treasure land,

(3) Bring into full play the advances of agriculture and build a base
for processing agricultural products and by-products, Shandong is one of
the important agricultural bases in the country, The commodity output of
the products such as grain, cotton, oil, fruits,tobacco and sitkworm cocoons
is increasing year by vyear, Therc is great potential for -developing the
industry of processing agricultural producfs'and by-products, Particularly,
the western part and the northern part of the Province have better condi-
tions fo; building such a base, A preliminary calculation shows that if half
of the agricultural products and by-products of these areas are processed

well,the output value will be doubled or tripled,These vast areas also offer
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ample scope for the funds and techniques, and are ideal places for us to
work together with friends abroad for jomt ventures,

(4) lntensify the exploitation of coal resourcvs and build the , western
part of the Province into a comprehensive co- processing base _for electric
‘power and coal, Yanzhou.,' Jining, Zaozhuang and Tengxian in Shandong
have large coal reserves, In addition, this area has convenient water and
land con&municatioﬁs and is near the four lakes in the south, At bome it is
rare to see a nalural economic arca with such a ‘good combination of coal,
water and transportation conditions, The coal output of this area reached 15
million tons fast year and is expected to reach 60 million tons by the end of
the centtiry, We will take advantage of these favourable conditions .and utilize
the coal comprehensively by using the development experience of the “Ruhr
Industrial Zone” of the Federal Republic of Gerhaany, We shall process the
coal thoroughly and in various ways, electric power and the chemical
industry with coal; develop chemical industry such as making synthetic
ammonia with gas and deveiop'dyestﬁ{f, plastics and synthetic fibre indus-
tries with coal tar,thus building this area into a base for lhe'cdmpreh'ensi-ve
processing of coal, We shall join cfforts with foreign associates to speed
up the exploitation of the coal resources in this area by means of compen..
satory trade, . .

{5) Expand the thorough processing of petroleum prodﬁcts and build
a‘petrochemical base, The petrochemical industry takes a leading -position
in Shandbn_g’s che'micai industry, The establishment of the 300—thous§md—ion.
ethylene project can provide adequate raw matertals for the development of
the plastic mdustry, synthetic fibre industry and rubber industry and has’
opened a new field for the comprebensive uiilization and thorough precessing
of petroleum resources, In the year 1986, this project will be completed and
put into operation gradually, Half of its p.mducts will be processed within
the Province -and an output value of over 10 billion yuan will be’ increased
each year, At present, the related projects of the 300-thousand-ton ethylene
"project are being planned and proved, We welcome all friends, who are
interesied in exploiting cooperative production of various kinds of plastics
and synthetic hbre, to come to Shandong for business negotiations.

{6) Speed up the development of the southern part of Shandong and
set up its own mdustr:al base of building materials, Linyi Pxefecture of the
Province is rich in limestone, caicareous sandstone, gypsum granite, sandstone
and other building materials, The biilding up of the Sh;_uusuo Peep- Water
Harbor and the Yanzhou- ~Shijiusuo Railway Yas prowded a favourable con-
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ditien for turning Linyi Prefecture into a building material base of the Pro-
vince, or even the base of east China, We welcome forcign friends to cooperate
with us in the construction of large lime factories,giass works,as well asin
the exploitation of building material resources,

{7) Speed up the development and utilization of the shallow waters along
the coast and build the Province’s east coastal area into one of the country’s
biggest bases of aquatic products, A coastline of more than 3,000 kilometers in
length and the broad shallows are the advantages of Shaudong.\Ve will bring
these advanlages into full play, cooperating with our friends outside China
and compatriots in Hongkong and Macao and utilizing the advanced techniques
of breeding, fishing, processing and refrigerating to develop actively the a-
quatic breeding in the shallows and seafishing, We will make a big break-
through in hoth quantity and quality of the sea products and in the thorough
processing,By 1990, the output of aquatic products will be 4 times as much
as it 15 now, '

- ¢ 8) Fully utilize the rich natural resources and the favourable condi-
tions of sea tramsportation and build Shandong into a base for foreign trade,
Now, the Province exporls more than 700 categories of goods of which more
than 98% is supplied from within the Province, and moreover, the goods
resources are stable, Some of its traditional products of famous brand enjoy
great prestige in the international markets, The Province has great potenti-
alities in the export trade, We will further expand the cooperation with
foreign countries and set up a number of key production bases to produce
goods for export according to the need of the internaticnal markets, By the
end of the century the Province’s total income of foreign exchange of commes—
cial and noncommercial trade is expected fo reach 10 biilion U,S.dollars,

{9 ) Further develop the Province’s tourist resources and expand tour-
ism greatly, Shandong bas favourable condilions and great potentialities
in developing tourism, We “i11‘speed up the.de\elopinent and construction
of the major tourist spois in Qingdao, Yantai, Taishan,Quiu, Weifang and
Zibo by employing the overseas Chinesc and foreign funds and will expand
the new lourist spots, set up some new tourist service facilities and deve-
lop the production of tourist products in a planned way, The prospect of
cooperation in this field with the friends from abroad is very wide,

(10) Fully utilize the advantages of the further opening of Qingdao
and Yantai and build the two cities into a window of technique, manage-
ment, knowledge and foreign policy,Qingdao and Yantai are situated. in the

cast end of Shaudong province, They are two comparatively developed places
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of Shandong,both econom.ical]_v and technically, The air and sea transpor-
tation is easy; the lighl and textile indus_tries are ﬂomishing;tﬁe technical
force is strongery the cconomic hinterland i widey and the market poten -
tial is great in the areas, The further opening of the 14 coastal ¢cities {n~
cluding Qingdae and Yantai increased the vitality of these two cities in their
economic and technelogical exchanges with foreign couniries, The further
opening of the two cities covers 4 main aspects, The Tfirst is to use foreign
funds and introduce teclmlques 50 as to renovate tlc C\lshng enterpuws
This is the key point, The tentative idea is, by 1990, to complele, _the tech~
notogical renovation of maore than one third of the ald enterprises by using
foreign funds and introducing téch11igues in both cities, The first group of
advanced cooperative items is about 280 in numbcr",_The second 1s to estab-
lish the economic and technological development zones where some policies
and management systems of the special economic zones will be carried out,
concentrale the uforcet on the establishment of some joint ventures, coopera— -
tive enterprises, enterprises of solely-lareign' investment and cooperative
research institutions, develop new techniques and sét up some industrial
projects with intensive technology and knowledge, The third is to expand
the processing industry with the materials imported for reexport by adop-
ting the encouragement policies such as the reducing or remitting of tax,
The fourth is to exploit the tourist resources and develop tourism,

Since the State Council has decided to further open Qingdao and. Yan-
tai to the outside w;v'orld the cconomic and technological interchange be-
tween the two coastal cities and Hongkong,Macao regions as well as foreign
countries has been stimulaled gruduaiig, By employing foreign funds and
introducing techniques, the volume of business tast year doubled the iotal
of the previous 5 vears, The coris_tmctien of economical and tcchn.o[ogicai
development zones in both cities started last March and each basic instal-
lation is in full operaton, Liuting airport in Qingdao will be suitable for
giant liners to land and take off alter the expansion, The expansion of
Qianwan harbor in Qingdao and Xigangchi harbor in Yantai is going on
smoothly, aund on completion, the annual gross hand[ing capacity of these
two harbors will respechvel} reach 60,000,000 and 10,000,000 tons, The two
cities are working hard at preparing to construct the modern communica~
tion networks, At th" same time, with the approval of the Stdte Counml
Weihai harbor and Longkou harbor began to open to the outside world on
April Ist, 1983, allowing foreign ships to call, At present, the two harbors
can hold 5000-lon ships and the berths whééh can hold over 10,000~ton ships.
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are under planning, With the implementation and improvement aof the above
mentioned points, the two cities will provide a better economic and techno-
logical cooperative cuovironment for both Shandong and the outside world,
and become even more atiractive places for investment,

Shandong has great potential in cconomic and technoiogical cooperation
wil_h foreign countr_ics.'l'he requirements are prefercatial,convenient and safe,
There is a vast world where much can be accomplished, We warmly wel-
come friends of financial circles, econemic and trade circles, science and
technological cireles and other civcles from different countries and regions
to come to Shandong for sightseeing and trade negotiating and for expanding
the economic and technological cooperation on the basis of equality and
mutual benefit, We welcome you to join us in the exploitation of Yellow
River Deltasin the cxploitation of the mineral,agriculiural, oceanographical
and tourist resources in Shandong; in the exploitation of new technology as
well as new products, We welcome you to invest in the comstruction of
harbors and docks in Shandong and to isitiate the economic and technological

developrment zones hand in hand,

v PREFERENTIAL POLICIES FOR FURTHER OPENING
QINGDAO AND YANTAI! TO FOREIGN COUNTRIES

According to the State Council’s pertinent stipt.lia'ticms and in comnsideration
of the specilic conditions of the Province,ths following preferential treatment
will be granted to [oreign invéstors;

1, TAXES

For the productive eaterprises with joint investment,by co-management
or with solely-foreigh investment in the old urban districts, the rate of the
income tax of those technological and information iatensive projects and
projects with a foreign investment over 30 million U, S dollars can be re-
duced to 15% with approval by the country’s Ministry of Finance,The rate
of the income tax of all the productive enterprises and scientific research
- institutions established with a foreign investment and advanced technology
within the economic and technological developing zones will be reduced to
15%. As Lo. enterprises of joint investment, éooperative enterprises and
enterprises established \_-.-ith solely-foreign investment involving energy re-
sources,commanication,and harbor construction, no matter whether they are
in the old urban districts or within the developing \zones, the rates of

income tax will all be reduced to 15% . The period for tax reduction and
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exemption as well as for cooperatlion can “atso be extented, \Vhen the legal
profits made by the {oreign 1nvcstorsnn the developing zones are remitted
to {oreign countries, accondlng to the remittance axnouni_ the 10% lﬂCOHW
tﬁx that is legally éharged shall _be exempted, 1f their prolits are wused
as part of reinvestment, the investors: can apply for tax reduction or
e\cmphon '

" Ia 1egard to the ahove- mentloncd enterprises, foreign m\estors shall
be ex»nuﬁed from customs duty and industrial and commercial consohddtcd
tax for the eqmpmcnt and building materials imported as pcut of mvastment
and used in producl]m] and‘management raw mate[nis, components, parls
and packing matermls to be imported and processod as exports, \eh;clce
and office a:txcles for self-use by the enterprises, other articles and cars
(limited to a reasonable quantlty) imported for the use of foreign investors
and technical staff pérsonngl_ "The products (excluding products restricted
in export) ‘of the above mentioned euterprises will be exempted from cx;iotrt-
duties and industrial and commercial cousolid“ted tax,

The importation of building materials, productlon cquipment, raw mate-—
rials,spare paris, components, vehicles and D.fflC(‘. articles for the developing
zones or to be used by the enlerprises within the zones and the exportation
or sales on the domestic markets of the products will be handled in accordance
with the preferential treatment of the special economic zones,

2.SALES MARKET |

Foreigners who have really provitfed'entcrprises with advauced.techno—
logy, iachniques and equipment can sell a proportion of their 'products. in
home markets, Specific terms _ca'n be decided through nogotiation,

3, LAND RENT .

The rent levied upon the use of land by foreigners who have invested
in the construction in the two cities can be converted into  aa investment
by the Chinese side and profit will be obtained accordingly. The rate of
rent shall‘ vary with different types of investment and purpose of use with
the principle of giving more preferential treatment, Specific terms shall be
decided {iexibly by the two cities within the range of state stipulations,

4. Foreign investors’ profits shall be guaranteed and the proportion that
should be remitted 1o foreign countries, Hongkong, Macao and Taiwan shall
be exchanged into foreign currencies, '

5, . The joint- invested, co-operative 'enterp.rises and enterprises of solely-
forexgn investment are independantly—run units and have the legal right of

setf-determination, They have the right to employ and dismiss labourers
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with whom contracts will be signed and acted upen, The enterprises have
“the right to decide their own forms of pay,

6. The joint-invested and co-operative cnterprises will he administered
by a responsible manager under the leadership of the board of directors,

7. The principle of cquality and mutual benefit will be observed,Under
normal production and management, forelgn investors will gain a ‘profit
higher than the average interest rate of internalional banking,

8. Water, electricity and gas (or coal) needed for production and daily
life by the joint-invested, co-operative enferprises and enterprises of sale-
ly-foreign investment shall be guaranteed, First priority will be given to the
arrangement of their communicalion and transportation, When confronted
with lack of funds in production, Chinese banks may provide loans for
them,

9, Preferential treatment in pay and life uecessities will bhe given to
foreign experts, enginears and technicians, They will enjoy vearly a period
of time for travelling, The travelling within the Province will be paid by
the enterprises for which they work, Those who have worked for a year
can cnjoy one moath of holidays with pay,Those who have made prominent
contributions will be rewarded,

10, Convenience will be given to the above-mentioned foreign personnel
for their entrance into and depariure from China by simplifying the proce-
dures, Multiple entrance and ecxit visas can be granted to, them,

A special corporation which acts as a legal person has been set up in
cach city, responsible for the business concerned, by simplifying procedures
and keeping in contact with foreign investors in the field of. cconomic and
technical co-operation. Meanwhile, cach has established an administrative
organization to be wholly in c¢harge of the adjusiment, examination and
aﬁprﬁvél of the establishment of co-operative projects, Each ‘enjoys seli-
determination,authorized by the State Council aud the Provincial Goverm-
ment of Shandong,to carry out cconomic activities with foreign countries,
Now a number of projects have been planned, ready for economic and"
technical co-operation, All investors including foreigners, overseas Chinese,
compatriots {rom Hongkm]g, Macao and Taiwan are welcome to come over
for the negotiation of the co-operative matters concerned, The Province
and the two cities are endeavouring to speed up the construction of some
basic facilities such as aviation and telecommunications so as o create a

better environment for foreign investors,
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Shandong Foreign Economic Relations & Trade Commission
Address:{ Shengfuqian street, Jinan, Shandong, China
Tel:23951 ext, 2155, 2466

Cable:1550 JINAN

Telex: 38122 FERTCCN

Chisa Qingdao Forcign Ecoromic Relations & Trade Cémmission
Address: 17 Hubei Read, Qingdao, Shandong, China |
Te1:86701 ext, 363

Cabletpd73 TETB

Telex132246 FTOQD CN

Chin_a Yantat Fo:’_eign Economic Relations & Trade Commission
Address: 16 Yuhuangding Road, W, Yan.!.ai, Shandong, China
Tei:24a51 EX?.SS();SS;'

Telex:39132 CTEYT CN
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