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YINGKOU INVESTMENT CLIMATE ‘ ;

A coastal engine
for growth e

Yingkou offers a favourable investment climate and a track record of success in foreign
investment.

tion at the end of 1992 was 2.17m. Of chis higure
some 378,000 were living in the city proper.

. U 3 A\ s Its coastal position is the key to Yingkou's develop-
AV ment. The coastal provinees have been promoted as

the engines tor growth in the take-oft of the Chinese
ceonomy. And while up to now it has been the
southern and castern provincees that have attracted
the most ateentior during China's pursuit of open-
ness it is the north-cast that offers langely undiscov-
credand cheaper onportunitics.

In 1984, H4 coase,l cities were setup to have pret-
crential investment policies. Yingkou's Economic
& Technological Development Zone, situated at
the city's second, and newest, port was added to this
fistin 1992 Yingkoualso offers several small indus-
trial zonces for foreign investors in the main city,
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INDUSTRIAL ZONE

However, Yingkou's “new” Zone vanes trom those
clsewhere in the country, particularly the zones of
Shenzhen, Xiamen and Zhuhai in the south which
concentrite on foreign investment in labour inten-
siveand small- and medium-sized enterprises.

Yingkou ofters the advantage of an industnalised
hinterland with vast marural resources and a large
pool ot skills. Investors will find the Jower fand
rentals and Libour costs attractive, while the arcais
also suitable for more high-tech and heavy indus-
trial enterpnises. And it benetits too trom a supply of
raw matenials and a modern port tor export.

HILE CHINA'S SOUTHERN and  Figure 1: Actual investment by value

castern provinees have w war been

atracting the lions share of the  Year Total Investment  Registered No. of
country's  forcign  investment, value ($m) Capital ($m)  Companies
investor attention may now switch to the largely
undiscovered north-cast. 1987 148 10.0 5

Yingkou, in the north-cast, isa mixed arca of city

and surrounding countryside covening 3,402 sq km 1968 62.0 383 17
in Liaoning Province. Thecityisoncof China'sold - 1989 96 88 9
coastal Treaty Ports with a long shipping hf'ritsngc, 1990 12.2 103 15
developed by the British and Japanese, The Chinese
government has thercfore attached great signifi- 1999 28.1 220 30
cance to Yingkou's development duc toits cconom- 1992 3387 228.0 192
ically strategic position.,

One of two major port cities in the region,  TOTAL 467.1 3189 268

Yingkou is linked to the hinterland by the new
Shenyang: Yingkou-Dalian expressway. Its popula.  TOTAL INVESTMENT REFERS TO REGISTERED CAPITAL PLIJS ALL LOANS
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YINGKOU INVESTMENT CLIMATE

Investment by Country

Number

of Projects

1 Hong Kong (136)
2 Japan (28)

INVESTMENT SUCCESS

3 South Xorea (28)

4 Taiwan (23)

sSuUS(21) )
6 Macau (14)

7 Others (17)

Figures 2 and 3

S

Valve of

TOTAL: USS465.5m

1 Hong Kong 267.7
2 Macau 605
3US 355
4 Japan 26.7

* 5 South Korea 21.1
6 Taiwan 205

. 70thers 334

Forcign investors, primarily from
clsewhere in Asia-Pacitic, have
already been discovering the atrac-
tions of Yingkou. Direct invest-

Economic dynamism in China has
come from four sectors: market

1$267 . 7m)|sce figure 3).

Light industry has been the
must interesting sector for foreign
investment, accounting for 32.5%
of the investments with a strong

one i s wrdow ! forces, forsign vestment and i Inm s i
= WK CS 1y e L& CNLS [SCT >
isee figure 11 -This was also the m, the coastal provinces and 4). The service and real estate sec-
biggest ycalr ol! l:'mm }iln lht': local  ¢he rural and township industries :}:’s hflvc ::[ inha ma::nl:ly strong
ceconomy. Including those invest- . .. wing there has been sup-
ments which have been contracted behind the coastal cities. port for investment in other spe-

on paper, although not acrually

contributed in cash or in kind,

there were approaching 306 foreign investments
into Yingkou by May 1993, indicating that 1993
was likely to he another record year for foreign
investment.

Hong Kong companics have been far and away
the most prolific investors in Yingkou with 136 pro-
jects followed a considerable way behind by Japan,
South Korea, Taiwan, the US and Macau see tigure
21 However, in terms of actual investment, Macau
1$60.6m! is the sceond largesi after Hong Kong

Total foreign Investment by Industry

{to the end of the first quarter 0f1993)

£
z
g
z
el

Figure 4
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cialist local industries such as
metal working ard machinery.

ECONOMIC REFORM

Economic dynamism in China has come from four
sectors: market forces, foreign imvestment and
trade, the coastal provinees and the rural and town-
ship industries behind the coastal aities. This lase
arca, usually in the form of collective and township
enterprises involving local govemment, village and
private investment with free market forees, has
been hugely successtul.

As a result of the recent diversification of cco-
nomic resources and the fast-developing township
and village enterprise sector, the State sector is grad-
ually losing 1ts tormer predominant position and
now accounts for less than 30% of national indus-
trial production. Effort and resources are now able
to go clsewhere, governed by market-determined
supplics and price and distribution systems.,

Gradual is the key word. Reforms may be pro-
gressing at a different pace in Yingkou compared
with other places in China. Decentralisation com-
hined with cconomic and investir-nt competition
between regions means that slightly different regu-
lations or interpretations of them are present across
China. Recruitment of labour in Yingkou, for
instance, might be significantly casier than clse-
where in China. Efforts and resources are now able
10 go clsewhere, governed by market-determined
supplics and price, and the distribution system.

An investor needs to spend time to get to know
the local circumstances and investment conditions
as they would apply to his manufacturing sector in
Yingkou.®
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. YINGKOU GOVERNMENT STRUCTURES - ’

Who to talk to

Various bodies to help the foreign investor are available in Yingkou.

4 CORPORATT

a HERE ARE four hasic tiers of government
in China: national, provinctal, city and
% Jistrict. Yingkou covers tour city districts

#: Zhanaian, Xishi, Laobian and Bavuguan!

o

and  two countv-evel  cities outside  central
Yingkou. However, in Yingkou the ciey ter is the
one ot cruztal importined for foreign investors.

While natenal sovemment s the only ter
which can make Laws, as part ot China's process ot
decentralisaton foreign investment s generally
Jeale with by regulations issucd at citv level.

Yingkou isalsoable toapprove alltoreign mvest-
ment proiects worth up o 330m. Proects up to this
value m the zone ot Yingkou new port can be
approved by the zone administration. Meanwhile,
proicets up to this fevel throughout the rese ot
Yimgkou can be approvad by the vanous district or
county wdnumistrations i assocition with the
municipal govermnment. Anvihing over S 30m must
w0 hetore the State Planning Commission and the
Munstry of Forergn Trade and Economice Co-opera-
tron  MOFTEC in Bening,

GOVERNMENT BODIES IN YINGKOU

The kev point of iintertace for torcign mvestors com-
me to Yimgkou s th- Yingkou  Municipal
Comnussion tor Foreign Economic Relations and
Trade. The Commission has a Forcign Investor
Service Ottice which acts as @ onestop shop for
mvestors - the go-between that links them with the
various bodies they will necd o deal with, The
Commission isalsoable tomtroduce potential joint
venture projects and partners to foreign investors
and vice versa.

Annvestor mustapply to establish a new tacil-
ity or it venture in Yingkou via one of the city
districts ot Yln}:knu or onc of the two CI()'-I\.'\‘L'|
counties depending in which of these six adminis.
trative zones he intends to base his tacility, The
application must tirst come to these bodies so they
can advise on the necessary infrastructure for the
application. ian investor decides togoahead with a
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project he needs o register his project with the
Forvign Economic Comprehensive Examination
and Approval Ottice. This must include a project
registration application and letter of intent.

If *he project is a joint venture then the Chinese
and foreign partners must prepare all the material
and provide it to the office. If the project is to e
sulely foreign owned then the investor himselt or
someone in China entrusted by him must tinish all
the materials. This, tor example, could be a lawyer,
although it is more likely to be the Foreign Investor
Service Oftice which can deal with all the varous
tiers of burcaucracy on behalf of an investor.

FOREIGN INVESTOR SERVICE OFFICE
Tt is the Foreign Investor Service Ottice's job to be ot
assistnce o toreign investors inany way possible
teoun the point of application through to the com-
mencement ot business operations. The Approval
oftice can compleee all approval tormalities within
e ‘\'L'L'k.

Atter an mvestor has gainal the intal agree-
ment of the Approval Othice, he must carry out a
teasthihiry study tor his project. This cin be per-
tormed by the Serviee Centre. This must then be
submitted 1o the Approval Ottice together with
contract between any oint venture partners tor
tinal approval. Although  approval techmeally
comes trom the districts or counties it can onh he
wiven once the investment has been rubber-
stamped by the Approval Othee,

NEW STRUCTURES

Two other bodies of interest to toreign investors,
the “Ottice For Opening To The Outside"and the
Forengn Trade Burcau, were bang incorporated into
the Mumicipal Foraign Economie Relations il
Trade Commission dunng 1993, The openness
ottice s responsible tor making policy on how
Yingkoushould open up to the outside worldand to
ensure that these are put into practice by other gov

crnment departments.

However, probably the most importaint person
tor toreign investois (o know s the relevant Viee
Mayor, Mr Zhou Xuezhy, whaois in charge ot toreign
ceomonue atkaes and foreign attairs and to whom all
the above bodies ultmately report,

Finally, while 1t is not necessary 1o contact
Bening at all ininvestments below $30m, compa-
nies involved in certain industry sectors will wish
to ingratiate themselves with the relevant mmn-
istries. For instance it s advisable that investors in
clectronics make comtact with the new Ministry of
Elcctronies before concluding their ot venture or
wholly-owned foreign venture contract.




7 . . YINGKOU INDUSTRIAL LOCATIONS

Industrial locations

A variety of industrial zones are the premier locations for business in Yingkou.

HERE ARE cight industrial zones in

Yingkou. onc huge state-level zone at the

new port, two provineial-level zones jone

ot which at Hekou is actually subdivided
into three zones' and tive small ciey zones. In gen-
cral. all the zones have been keen o build on
Yingkous advantages in labour and industrial her-
itage by auracunyg high added-value industry. The
zones are, however, the premier locations tor busi-
nessin Yingkou.

ADVANTAGES
While the city zones otter the advantage of cheaper
land than the “new ™ zone, itin tam has a superior
locaion  and  better  facilities.

The zone incorporates hotels, tlats for toreign
managers and an entertainment centre.

HEKOU INDUSTRIAL DEVELOPMENT ZONE
The provincial-level Hekou zone s divided into
number one and number two districts and the high-
tech ganden district. No. One district, with an arca
of 0.8 sq km, is located in the western part ot
Yingkou city proper, on the caast near the mouth ot
the old port which is positioned slightly infand
along the Liaohe niver. The zone has all the basic
utilitios.
Projects at Hekou No. 1 include:

¢ Yingkou Gangxin Shaped Aluminium Co Ltd (a

o

Preterential state tax laws are applicd
in the new Yingkou Economic and
Technological Development Zone
ETDZ as well as in the other seven
smaller zones v taxation article!.

Railways Shenyarig ;-V/
Motorways

,. s
7/

+.||

Airports

NEW ZONE
The ETDZ s located 453 km from
Yingkou and one km trom the new
port and Shenvang-Dalian express-
way. Most of the zone s in the
Bavuquan distnictof Yingkou City,

Built in 1988, the zone's planned
arca covers 140 sq km jalthough halt
of this i hilly temitony, including an
imitial  fully-serviced  development
arcaol 3.6 g km.

The zone has national status,
meaning it was state-approved and ) . :
lx-ncl’ig trom prch:rc_mi.xl pnlicigs. Yingkou Economy & Techaology o
There is a standard 157 tax rate in - Development Zone
the zone and other tax exemptions
are available see taxauon articlel.
Management of the zone and s
development arce the responsibility of
the Administrative Committee of BOHAI SEA
Yingkou LTDHZ.

The zone is divided into cight
tunctional districts and while cach s
connected they are virtually indepen-
dent:

e industrial
oshopping ,
o residential YELLOW SEA
e storage and bonded arca
* ~cience park

¢ finance and trade centre
o port

O OUNST arcas

asliar
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YINGKOU INDUSTRIAL LOCATIONS . C

Property and land

erty in Yingkou has two basic options. A com-

pany can gain the right to use land in any way it
wishes by paying a land use fee. However, the land avail-
able may not have a completed infrastructure and the
company must provide its own building and arrange for
the installation of services.

The right of use of land fee in the old city of Yingkou is
$25-35 per sq m and in the new zone is $40-50 per sq m.
The fee varies depending on the surrounding environ-
ment and distance from the port. it also varies depending
on the period of land use required by the company. The
fees in the small economic zones in Yingkou are much
cheaper varying from $15-30 according to the local envi-
ronment. If the land is to be used for commercial, resi-
dential or touristic rather than industrial purposes then
these figures can increase by 50%-150%.

The cost of constructing a building is around $180 per
sq m and companies are free to sell this building on to
third parties during their period of right of land use. If
they do this a fee must be paid to the Land Use Bureau
depending on the value of the property.

Paying the right of land use fee entities the company
10 spend up to 50 years on the land if it is undertaking an

The period of right of land use for commercial projects
is 40 years. A year before the end of this period he can
negotiate for a further lease of the land.

In addition, companies must pey a land use fee of
$0.2-0.4 per sq m per annum, according to the size of area

A COMPANY seeking to constri” *t or rent a prop-

covered and nature of project.

Thereisa “united” office in Yingkouwhich is in charge
of utilities and will arrange all the service needs of com-
panies with individual connection charges paid tor each
service dependent on the type and range of services
required. The united office incorporates individual ser-
vice companies covering each utility.

LEASING

A company can also lease land in which case the land
comes complete with buildings and services. The com-
pany though has no right to transfer the use of such a
buiiding. The cost to purchase a factory built by the local
real estate company with a full provision of services is
600-2,000 RMB per sg m including the land use charge.
This is expensive as the Land Bureau is trying to encour-
age companies t0 build their own factories on currently
non-serviced land.

If an organisation leases both land and an off-the-shelf
building then the cost for an office will be 30-100 R’MB per
sq m per month, while for a factory it will be 10-30 RMB8
per sq m per month. The lease period is 25 years with no
difference in the period of lease for manufacturing or ser-
vice projects.

There is a large availability of vacant buildings in the
old city, but very few in the zone where an investor will
probably be faced with the option of construction.

If a company is leasing land it must pay the land use
fee in addition to the leasing charge. But it does not have
to pay the annual right of land uce charge.m

Sino-Hong Kong joint venture!

Enterprise Zones in Yingkou

o Yingkou Xinxi Knitting Co LtdJapancse owned?

* Yingkou Xinda Garment Auxiliary Materials Co - 790 Area (sq m) Jurisdiction
Led  Taiwanese owned!
The No. 2 district is situated at the juncture of VW Zone 140 State

the seaand Linohe nverand otfersatotalarcaot0.99 - No. 1 Hekou 038 Provincial

w km with initial development fand of 0.25% kM. No. 2 Hekou 0.99 Provincial

Builtin July 1992 and withaserviced intrastructure o

it had attracted tour torcign enterprises and six Hekou High-tech Garden 0.5 Provincial

domestic ones by the tirstquarter of 1993 Kunian 1 Provincial

Jingiao 1 Municipal

HIGH-TECH GARDEN P

Hekou High-Tech Garden district is the third pan Huzhuang 2 Municipal

of the main provincial zone, withanarca ot 6.3 sy Gaizhou 277 Municipal

km lt' is dw‘ulcd into four centres: administrauve, L 133 Municipal

scientitic rescarch, high-tech industrial and scien. )

tific trading and services. The zone emphasises five Xiongyue 2 Municipal

ficlds: clectronic messages, integrated mechamical
and clectrical new matertals, new energy resources,
cnergy -«aving and biological engineerning,

A core project for the zone, in developing new
energy matenals, has already been set up. Four
applications of this are high-effcetive temperature

increasing tilm, condensate collecting equipment,
red mud plasticsand non-saturated PR resin.

Other projects under way in the zone include
companics working with magnets, hlm and com-
puter software, »

All the zones have been keen to build on Yingkou's advantages in labour and
industrial heritage by attracting high added-value industry




Low tax advantages

There are a range of tax benefits available for foreign investors in Yingkou.

OMPANIES locating in Yingkou's
industrial Zones pay enterprise income
tax at a rate of 153%. Elsewhere in
Yingkou a rate of 24% is applied
However, companies in high-tech indusenes ane
taxed at 153 wherever thev are located in Yingkou,

In the service sector joint equity ventures will
pay tax at the same rates as above. Most joint ven-
tures in services though are “contractual joint ven-
tures” which have manginal wax rates under the
Foreign Enterprise Income Tax Law of 20%.-40%_In
Yingkou a standardised tax rate of 30% is leviedon
those service ventures.

In the industrial zones, those companies sched-
uled to operate tor over 10 vears qualify tor an
exempton from tax during the first two years they
make a protic. During the nexe three years they
make a protit they pav onldy 7.5% tax

Atter the potential five vear period of preterential
exemptions  those companics in the enterprise
zones whoare exporting at least 70% of output pay
10" tax. Companics in the rest of the area export-
inyg this amount then pay 127 tax. Otherwise com-
panies begin paving the basic zone rate of 13",

Forcign investors which recetve interest, rentals,
rovaltics or other forms ot income jexeept Jdivi-
dends! trom operations in Yingkouare taxed at 10%,
of income. Dividends remitted abroad are no longer
subicct to a 10% withholding tix, and the toreign
partner's profits which are reinvested are subgeet to
407 refund ot tax. Subicet to the approval of the
city government, it the toreign investor has pro.
vided “advancad technology ™ o a oint venture 1t
may quality tor turther tax reductions,

OTHER TAXES
The standard rate ot local income ax s 3%,
However, prosductive enterprises establishing inan
industrial zone are exempt tor ive years and then
pav 137 tax tor the tollowing tive years betore pay
ing the tallrate.

A aty real estate taxos caleulated in two parts. A
1.2% tax s pand on 70% ot the ongimal value of )
company’s property. There is alsoa 127, tax calea:
Lied according to the rental value of the property.

A vehicles tax s pand on trucks at 30 RMB per
tonne paand on cars at 140- 130 RMB per car pa

Consobidated Industrial and Commercaal tax
ECICT s asales tax pasd on the sale value of a pred-
uct. There are about 100 examples of this tax. For
example, the tax on machinery 15 5%, while on
“elass AT Carcttes it s 66",

Excemptions trom customs duties and CICT are
isstied tor the tollowing:

e cquipment and construction factlities which are
importad tor production as part of the loraign

Investor's participation

ecquipment, parts and other materials which
China cannot produce

¢ raw materials, parts, components and packaging
materials imported for production of exports

« vehicles and reasonable amounts of stationery

« housing items imported by staff emploved by for-
CIEN INVESTOrS

if products manutactured with duty-free raw
matcerials, parts or components are later sold on the
domestic market then both CICT and customs
dutices will be imposaed on the imported raw materi-
als. Various customs dutics are set for some 9,000
articles. For instance waste steel attracts a duty of
3", while the duty on machinery is 30%.

Exports trom the zone jexcept grain, non-ferrous
metals, petroleum and finished oil} are exempted
trom industrial and commercial consolidated tax. =

ﬁEnwrprise Income Tax applicable to
foreign investors

ETDZ REST OF
YINGKOU
Productive 15% 24%
Non-productive’ 30% 30%
Export oriented? 10% 12%
i Technology intensive? 15% 15%
| Exemption and deduction period
. {operation period over 10 yrs}
| Productive Exemption for 2 yrs and

' 50% deduction for 3 yrs
Technologically-advanced After exemption and

} deduction 2xpiry, another
T 50% deduction for 3 yrs

! (ETDZ rate is 10%)

After exemption and
deduction expiry upon
approval, 15-30% deduc-
tion in income tax in fol-
lowing 10 yrs

Other 4

FT0  Fionomucal and Tachnnlogeal Developenent Jone

1 The caten given apnly (o conteaciua jomt ventures Jont sipity ventures, are subyect (o the
157 Lae rate an The £ TOZ5 and 24700 the rest of Yingkou

2 Af'er Lax menonplinn and dediction penod_ f export value reaches 707 of tolal peerhoction
vAlle (0 any one yrae

3 Fnterposes engageed in technoiogy o know hew intensaive poogerts with foregn invnat
ment nver LIS$I0m ar 1 ot and with 4 Jang payback penord, 10 enesy. iransportation and
Rarhnue canatruchion prope . upon anproval by State Tax Burean

A Foltregians in annculturee, forealey and anmal hushandry and those locatod in backward of
remote regquons
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YINGKOU MARKET ENTRY ‘ ,

Routes of entry

Joint ventures are the most common route of entry into Yingkou's market place.

Difficulties
in under-
standing
local cul-
ture and
accessing
the mar-
ket will
frequently
mean for-
eign
investors
will prefer
to work
with the
assistance
of a local
partner.

8 COORPORATS

OREIGN ownephip is  weleomed  in
Yingkou, particulary if it is deemed o be
beneticial to the cconomy, probably by
<ither exporting or introducing advanced
technology. There are few obicctions to wholly.
owned toreign ventures in Yingkou. Equally there
are fewer opportunities and advanrages in such
investments, best demonstrated by the fact chat
amaong over 300 foreign investments approved to
date, only 20 are wholly-ownad toretgn ventures.
Chinese companies in Yingkou are keen to have
new tunds pumped into their businesses o allow
them to expand. The companies do not usually
have the necessary liguid assets and the desire for
fresh money usually takes precedence over all other
aspects. Ditticulties in understanding local culture
and accessing the market will frequentdy mean tor-
cign investors will preter to work with the assis-
tance of alocal partner.

JOINT EQUITY VENTURE

There are two main forms of oint venture in China
of which the tirst is the joint cquity ventare, Thisis
alimited liability company in which both the local
and torcign partners invest in and jointly manage.
Profit and loss is shared aceording 1o the proportion
atinvestment. The torcign partner mustownamin-
imum of 253" of the venture's cguity.

CONTRACTUAL JOINT VENTURE

The seeomnd form of joint venture, the contractual
ot venture, s i much more tlexible arrangement
under which the nighes and obligavons of cach part-
ner are speaiticd ina unigue contract. The Chinese
partner will usually provide contnbutions in kind,
such s buildings or land, while the toreign imvestor
will usually provide capital and advanced weehnol.
Oy or cquipment. One of the raisons tor construct -
mga contractual jone venture can be so that the tor-
agn partner may tike a higher share of the protie
than he has of the equity. Provision to do this can be
made in the contract. There is also no minimum
stipulation on the foreign partner’s equity. There
arc other ditterences hetween the two torms o ven.
ture which the many intermational accounting
firms now in Chinaare used toadvising on,

JOINT VENTURES IN YINGKOU

About two-thirds ot the ioint ventures which have
heen established in Yingkou have been with collee-
tives and one-third with statc-owned companices.
fnvestors have the option to cither set up oint ven-
tures with o part of a Chinese company or with the
whole company.

Yingkou 1s keen to emphasise the success tor-
cign imvestors have had in ot ventures with state

L OCATION

companies. While the state owns the stke of the
Chinese partner and receives its share of the profies
there is no management intervention, according to
the Yingkou municipal government.

It points to the German company Fuchs, which
is producing high grade lubricant in collaboration
with the Yingkou Petrochemical Factory as a good
example of a forcign investor in a link-up with a
local state company.

Sub-contracting is also tking off in Yingkou,
with state companics buying parts trom small local
enterprises. The state plano company and local
refrigenitor manutacturer are good examples of
companics pioncering this approach.

Under capacity utilisation in Yingkou can ofter
many forcign investors” partners the ability o
access spire manutacturing capacity immediately.
Capacity  utilisation  varies between 200, and
100", However, companies are advised to investi-
gate these tyures thoroughly, as measurements ot
capacity differ from Himm o tirm. One company
might ckium to be working at full capacity when it
could extend the number of shitts it works, while
another might rate capacity at 20”0 over three shites
and thercfore be able o ettectively rationalise.

The reasons tor under-utilisation also vary. It
could be routed in fack of demand or over-invest-
mentorsome other factor.

DEBT/EQUITY REQUIREMENTS

Forcign mvestors are subject to certain Chima-wide
debt equity requirements which will determine
the amount of capital which has to be invested in
tharrprojectsand the cestingon loans obtamed trom
banks. In ventures where the ol imvestment i
below S3m, the registered capital must be a mi-
mum ot 70%. o the total. For projects mvolving
S3Im o S10m an total investment, the registered
capttal must be not less than 0%, ot the 1ol
However, investments trom S3m o $4.2m must
have a mimimum $2 1m ot regstered capital. For
projects involving S10m to S30m in total invest-
ment, the registered capital must not be fess than
307, of the total investiment. For investments trom
STOM-S12.5m then a minimum amount of $3m
must beinregistered capital, From S3m to S36mat
feast S12m should be in registered capital. For
mvestiments above S36m a standard rate of 337 in
registered capital applics.

When entening into a contractual joint venture,
toreign investors need to take care of how the value
in kind that their partner puts towards cquity is
measured. The actual job of making these assess-
muents will tall to the relevant local burcaux such as
the Land Burcau and the statc-owned Property
Administration Burcau which is responsible for ver




YINGKOU MARKET ENTRY

Market opportunities

2,750 RMB, some 50% higher than the national

average. With growth rates increasing consistently
(14% growth is estimated for the first quarter of 1993) this
figureis soon likely to exceed 3,000 RMB.

Liaoning is the fourth wealthiest province out of
China’s 30 provinces, placing after the city-provinces of
Shanghai, Beijing and Tianjin. Half of its population of
over 40m are urban residents, making the province the
most urbanised in the country. Liaoning also acts as the
gateway to the other two north-east provinces of Jilin
and Heilongjiang. Meanwhile, the whole Chinese market
is now in excess of 1.2bn consumers.

Yingkou is well-positioned for market access through-
out Liaoning. Road and rail links mean mogst cities are
within easy reach. Yingkou is only 200 km away from the
city-group that makes up the middle of Liaoning
Province. This includes the capital Shenyang, Fushun,
Benxi, Liaoyang, Anshan and Panjin. One of Yingkou's
critical advantages is that it is closer to this hinterland
thanthe larger port of Dalian further down the coast.

Yingkou itself is also a thriving market, anticipating
growth in GNP of at least 10% in 1993. Growing affluence
in Yingkou will trigger a change in local consumer tastes
opening up possibilities foi new products. Changing
housing requirements, for example, are likely to mean
new apartments being built. This could introduce a need
for a new array of household gadgetry. One Yingkou
company is already looking for a joint venture partner for
a basic product for which demand is likely to soar: low
pressure gas water heaters to fitin the new apartmentsin
the city and indeed throughout north-east China.

I IAONING Province has a GNP per person of about

REGIONAL LINKS
Yingkou’'s port opens the city’s way into the regional
economy. North-east Asia is increasingly co-operating
economically, as the various countries’ economies com-
plement each other to a large degree (see chart). The
region includes China’s north-east provinces, Russia’s
far eastern provinces, the Koreas and Japan.

The Trans-Siberian Railway provides an effective
bridge between the north-east Asian region and Europe.
By rail, via Manzhouli in China and connecting to Chitain
Siberia, the distance from Yingkou to Hamburg is 8,400
km- 38% ofthat by sea.

Moet of the countries of north-east Asia are strong

investors in Yingkou, particularly the Koreans. With
20.000 Koreans living in Yingkou there may be good
cpnortunities to take advantage of residual expertise in
accessing that market.

The largest amount of investment into Yingkou
though has come from the Hong Kong and Taiwanese
Chinese. These two developed tiger economies offer
good opportunities for export from Yingkou by sea.
Yingkou also has sister city relationships with
Jacksonville in Florida and Ota, one and a half hours
north of Tokyo in Japan. This second relationship has

already yielded industrial co-operation in the field of
plastics in Yingkou.

There are no limits on access to the domestic market
for investors in China and foreign companies can also
export freely with the exception of a handful of quotas.
Quotas for export must be approved by the Ministry of
Foreign Economic and Trade Co-operation-in Beijing.
Quotas apply where a foreign country limits imports, for
exampie the US with textiles, or in a few cases where
there are limits for export from China, for instance with
rice and oil.®

iyving the value of butldings and other hixedassets.

Investors should also mvestgate any previous
history o state subsidisation, For mstance, itacom-
pany possesses good cquipment but this wits sub-
sidised by the state then that cquipment should not
be retlected i the company's real value, An
mvestor should also ivestgate whether its poten-
tal partner has been foreed tosell is produce ataru-
ficially detlated or intlated prices as this may
mcrcase or decrease the value of the company
accordingly,

Investors should also be aware ll}.’lt most

Chimese partners will suggest that ae fease 707, o
the ointe venture's production be exported. This
request should be investigated thoroughiy as 1o
usually difticalt to achieve such o high export rate
mitially, Furthermore, becanse of the farge sizeand
relatively untapped nature of the domestic market,
most Chinese ventures achieve maximum  prot-
itabihity on ther domeste sales. The reguest by
Chinese partners o seck toachieve 70% export lev-
cls s driven by a desire to carn foreign exchange as
wellbas to quality tor income tax reductions jsee tax-
ationarticlel. -

(fOBRPORATE | OCATION




. YINGKOU INVES OPPORTUNITIES A ’ :

A variety of sectors
to invest In

Yingkou offers investment opportunities across the whole range of its specialist
industrial activities.

Yingkou Sanxi
Processing Co.
Led

10 CORPORATCF

INGKOU 15 one of the most induseria

cities in China. A wide range ot indus-

trnal activity covers textiles, light indus-

trv. machinery, clectronies, petrochem.
icals, pharmaceuticals, metal manufacturing and
buiniing materials. The city is the location ot
China's largest washing machine tactory and
hosiery factony. It is alsoone o the country's Langest
manutacturers of denim fabrie, musical instru-
mentsand paper.

The textle industry, which ranks tirst in
Yingkou, is well-developed including the weaving
and dveing of silk. cotton, wool and tlax o make a
varety of grments, denim and bed hinen.

Maeanwhile, the city s main light industrial prod-
ucts are paper and paper goods, canned toads, ciga-
rettes, nutches, plastic goods. washing machines,
refrigerators, tluoreseent powder and hand-cratted
articles.

The main machinery manutactured includes
presses, ottset duplicators, grinding machines, auto
partsand cranes.

Electronie products include  radio-cassettes,
organs, tire alarms and detectors, Petrochemicals
include rubber goods, boronic produces and high-
erade lubricating oil and grease. Building materials
include fibreglass and cement. Metal products are
mainly shapedalummium and seeel places.

NATURAL RESOURCES
Together with neighbouring provinces Lukming
can call onan enviable supply of petroleum, 1ron,

LOCATION

coal. minerals, torestiy products. livestock and agni-
cultural prnduce.

Yingkou's magnestum mine is one of the tour
iargestin the world, while its reserves ot talcum and
borum rank first in China. Granite, tluorspar and
marble are also readily available. Local rescarch
instituites have carried out pioneering research into
applications of rare carths which feave room tor
innovation  and  commcercial  application.
Maanwhile, 800,000 tonnes of sea salt is produced
amiually, providing an abundant resourcee tor the
salt-chemical industry.

Yingkou i~ located at the centre ot three maijor
viltichds, Liaohe, Bohai and Shenbet, which are
hacked by China's Largest oilticld m the north -
Daging. A pipeline which convevs oil trom Daging
and Liaohe ailticlds to Dalian passes by Yingkou
ceomomic zone. This has Ted to great interest in
Yingkou as a potental location tor an integrated
refinery, peuochemical and heavy chemical com-
plex. Now a six companvy lapanese consortium.
including Marubeni and Nissho bwa, has agrecd o
establish 430,000 tonne perannum cthvlene com-
plex with oint venture partners the China
Petrochemical General Corporation (SINOPEC!
and Lrronimg proviney! sovernment.

The Chinese sovarinent s abso in negotiation
with lipanese and German companies about the
establishment ot a 100,000 tonne perannum siticon
and tlourme engineering project m the area,

With the Bohar otishore oilticlds having an osu-
mated reserve of severa! hillion tonnes, Yingkou s
alsoideally placed to serve as an exploration pro-
duction supply base. By doing so it could attract a
varicty of lugh value-added mdustries includimg the
construction ot oitshore drlling plattorms, dnlhing
cquapmient manutacture, shipbuilding and other
DLIFINC CNEINCCTING ACtivities.

Yingkou boasts over SO ditterent kinds ot scatood
products, Inadditon, nee, widh 300,000 tonnes pro-
duced annually, andtrast, with 270,000 tonnes pro-
duced cach vear, are noted agncultural products
especttlvapples, in the case ot trust,

Diespate beng an mdusersal area, agriculture sull
accounts jor 26" of the Yingkou worktoree.
fnvestment opportunities lic i teedmills, poulery
and pag tarms and anmal hushandry.

Yingkou 1 particularly keen to encourage
imvestmentin the tollowing arcas:




YINGKOU INVESTMENT OPPORTUNITIES

Research Institutes in Yingkou
Field No. of Specialities Commercial
Employees Applications
Energy resources 109 Energy resources and energy saving Energy saving in factories
Electronics 100 Micro-computers Used in local factories
Automation 50 Automated production lines Used by washing machine
manufacturers
Knitting 70 Knitting and dyeing -
Petrochemicals 60 Petrochemical products -
Magnesium 100 Refractories research Used in a steel plan:

e new equipment and materials which camnot be
produced in China

e high grade ind export-oniented products which
can open up new narkets and inerease toreign
exchinge camings

e technicallv-advanced proects

® Projects 10 CHCTEY TOSOURCes, TRINSPOTLItIon, raw
materials and intrastracture

Certain sectors though are likely o be out of
bounds to torcign mvestment s a result of the
changes in China's ceconomy and mduserial produe-
rion. As a result of booming consumer demand the
country already sublers an over-capacity in najor
consumer durables such as televisions, washing
machines and cassette plavers, Insestors in these
sectors may have a hard tme in gaining an invest-
ment approval.

Hlowever, that st eaves many sectors to gotor,
Amongst the most promising sectors of local exper-
tise tor investors seem to be metal-working, chenu-
cals and tood processing, Electnical goods assembly
mav be more suited o the southern and castern
provinees as the North-cast is more suited o more
developed <kills such as process manutacturing in
hasic chemicals and hasic metals,

The serviee sector in China accounts tor only
207, of GNI shightly more in Yingkou! and also
otters a good opportunity to absorb workers cast oft
by state industry. The best local opportunities are
felt to be in tourism, restaurants and real estate,

Investors will also have the advantage of sitting
amongst a Large amount ot fapanese and Korean
investment. In addition, because Yingkou s rela-
tively new location tor ivestment, investors, par-
llcul.ll’l)’ trom new countries of origin, are treated in
aspecial fashion.

DIVERSIFICATION
CGood opportunities exist tor toreign investors who
can tindthe right local partner whose activities they
can diversity. Many local companices i Yingkou
have praducts that are stitable tor adaptation to
achieve wider local or mtermatonal penctration,
For example, one focal project involves a manufac-
turer of motors for washing machines. The washing
machine industry has been a boom business in
China, but rapid growth in demand has fuclied an

avercapactty in supplv. Now the Yingkou motor
munutacturer wants o begin production ot an
adapted motor tor use 0 automobiles, exporting
these o Rorc A good project waiting tor a joint
venture partner. Stmilar examples e not hard o
tind.

RESEARCH INSTITUTES
High-tech investment is supparted by Yingkou's
strength in key cesearch disciplines. Institutes spe-
cialising in energy resources, clectronics, magne-
stum materials, automation, petrochemicals, tex-
tiles and marine products arc all present in the ciny
isee table,

The iewel in the crown of these institutes is the
Liaoning Encrgy Resources Rescarch Institute. This
concentrates on studyving and exploiting new power
resources, energy saving and new materials tech-
nology. The institute is at the foretront of Chinese
investigation into solar energy utilisation,
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INTERNATIONAL INVESTMENT & BUSINESS FORUM

|
! Yingkou, Liaoning Province, China
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i Sponsored by the United Nations Industrial Development
| Organization {UNIDO), the Yingkou Municipal Government is organis
ing the Yingkou international Investment & Business Forum to he
held in Yingkou, 12-14 October 1993. its main purpose 1s to promnte
investment opportunities in Yingkou by facilitating discussion
hetween Chinese and foreign entrepreneurs on specific industrial
investment proiects and other forms of business co operation. The
Forum is supported by tha Ministry of Foreign Trade and Economic

Co-operation.

For more information, please contact:
Director
Industnial Investment Division, UNIDO
Attention: Asia and the Pacific Unit
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PO Box 300, A 1400 Vienna, Austria, Europe
Tel: +43 121131/5320 Fax: +43 1 230 8260
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Ymclgou LABOUR

Finding a workforce

Skilled industrial labour is available at a competitive cost.

Low wage levels combined
with the city’s industrial
expertise give Yingkou a
comparative labour advan-

HE AVERAGE industrial wage in

Yingkou is around 230 RMB per month.

However, the rang: is from less than 200

RMB to 400 RMB. For technicians or
Munagers one can expect to pav between 400-800
RMB per month.

Wages for staff emploved by foretgn joint ven-
tures and wholly-owned toreign ventures must be
at least 25", higher than the wages of those
crploved by the state in

tion some 22,000-24,000 new workers enter the
local job market cach year. Technicians are esti-
mated o make up around 20% of the total work-
torce.

Yingkou University, a merger of a local college
and high-level vocational training school has 500
students. In addition, there are over 30 colleges and
institutes of further education in Shenvangand over
20in Dalian.

the same industry locally. - - . RECRUITMENT
Where no comparisonin o Wage \ w‘é:," "! rr.oflyam@ s Projects  with  foreign
wages is possible because a ¥ nvestment  can - recruit

toreign investor intends to
bring a new industry to
Yingkou then the mini-
mum wage is determined
by the Labour Burcau.

In addition to the basic
wage the employer must
also pay the following:

e work injury insurance -
0.3"%-1.2% of total wage
(depending on  industry
sectorl

e uncmployment insurance - % of total wage

* pension insurance - 20% of total wage

e housing allowance - 23% of total wage

o enterpriscallowances

* monthly bonus and annual bonus

e overtime pay and allowances

o welfare allowances jincluding leave)

COMPARATIVE

Low wage levels combined with the city’s indus-
trial expertise give Yingkou a comparative labour
advantage over many other Chinese cities. Wages
are 30%, 40% and 50% higher in Shenyang, Dalian
and Shanghai respectively.
Wages in Guangzhou over
the border from Hong Kong
arc three to four times
higher.

Wage rates in Yingkou
generally account for 12%.-
17% of a company’s pro-
duction costs. Productivity
has been increasing at rates

of 3%-7% perannum,
tag' @ over maiy other Yingkou’s  workforce
Chinese cities. wtalled 430,000 in the first
quarter of 1993, but given
the  rapidly  expanding
e s nature of the young popula-
12 CORFORATE LOCATION

Index Yingkou wage costs = 100

their own labour with the

permission of the  local

Labour Burcau, or can ask

the: Burcau to recruit candi-

dates for interview  and

selection by the venture’s
. management.

g In addition, a contract

- B must bhe signed with the

100 trade union at the tactory

‘ and a copy of this must he

approved by the burcau.

While a company must recognise a trade union
there is no compulsion for individuals to join itand
the company is able to sign contracts with individ-
ual employees.

There are no restrictions on where and how an
employer can recruit. Recruiting workers already
employed elsewhere is permitted and workers
changing jobs rather than being loyal to one com-
pany for life is now a more common occurrence in
Yingkou. Companics may also take workers away
from over-staffed state industry.

However, the reauitment of workers from out-
side Yingkou is not permitted unless the company
concerned can demonstrate to the Labour Bureau
that the labour resource required is notavailable in
Yingkou.

TRAINING

Great etforts are being made in Yingkou to promote
training. Young, new workers are obliged to receive
training course before entering work, unless they
have graduated from a professional school or simi-
far. Courses are provided by the Labour Burcau. It
has its own training centre which produces 5,000-
7,000 trainces cach year in several industrial and
commercial ficlds.

Furthermore, students at Yingkou’s schools now
receive training courses in ficlds such as technol-
ogy, computing, garment manufacture and accoun-
tancy.




’ YINGKOU LABOUR

Yingkou's ports

INGKOU is known as the “city with two ports”.

The old port has a total cargo handling capacity

of 1.5m t/a (tonnes per annum). it has a special
dock for cereals bulk loading. There are six berths of
3,000 tonnage and three berths of 1,000 tonnage.

However, the old port is silted and frozen in winter.
This necessitated the construction of a new port. This is
situated at Bayuquan, now the site of the new enterprise
zone. Work on the port, which now has a cargo handling
capacity of 7.5m t/a began in 1984. A deepwater, all-
weather pont, it has nine berths which can handle 30,000
tonne class vessels, plus one berth of 3,000 tonnage for
liquified gas vessels. The channel depth in the port is
9.2m and the quayside water depth is 12m.

The port has a 5m t/a capacity computer-controlled
dock of 30,000 tonnage for coal automatic discharging
vessels and a dock for the annual export of 100,000
tonnes of liquidified gas.

The annual capacity for handling containers at
Yingkou new port is 50,000 TEU. In fact, while this is the
designed capacity, the port could handle more contain-
ers than this. The port has a container discharging and
loading warehouse of 3,000 sq m whose daily container
discharge capacity is 50 TEU. Two feeder railway lines in
the nort faciiitate the import and export of containers via
the nearby railway station.

LINER SERVICES

Two regular liner services call at Yingkou. Twice a month
{onthe 7th and 22th) a 273 TEU, 6,000tonne vessel leaves
for Japan. Osaka and Nagoya are reached in three days,
Kobe in three and a half and Yokohama in five days.

There is also a service to Hong Kong once a month on
the 10th of every month and also on the 30th of every sec-
ond month. The 4,500 tonne vessel, a mixed general
cargo and container ship with a capacity of 165 TEU takes
five days to reach its destination.

The cost of sea freight varies depending on the goods
being transported. However, in the first quarter of 1993
the basic shipping prices were $70 per TEU to Shanghai,
$800 per TEU to Hong Kong, $870 per TEU to Osaka,
$1.610 per TEU to Singapore and $2,150 per TEU to
Rotterdam.

The standard rates from Yingkou are exactly the same
as those from Dalian, offering customers a saving of $200
land freight on each container.

Other irregular services reach more than 100 ports in
40 counties and regions. Destinations are not fixed and
depend upon there being sufficient cargo in Yingkou to
justify a stop at the port. Ships can also be diverted from
Dalian if there is enough demand. Otherwise, exporters
can tranship from Hong Kong or Japan.

Domestic services reach Shanghai, Yantai, Qingdao,
Ningbo and Guangzhou via the Pearl river estuary.

EXPANSION PLANS
In 1992, Yingkou's two ports handled 4.9m tonnes of
cargo. In 1993 this figure is expected to rise to 5.5m
tonnes. The projection for 1997 is 18m tonnes increasing
to 25m tonnes, by 2000.

Phase two of the port’s development plan will help it
to achieve these figures. This will add a 30,000 tonne
berth and two 50,000 tonne barths. Five key new docks
are scheduled to be operational by 1995:

*ro-ro - 190,000 cars p.a.
egrain-3m¢t/a

« bulk cement - 800,000 t/a

« oil products -3mt/a

« liguid chemicals - 500,000 t/a

In addition, by 2002 two more container piers and two
more multifunctional docks will be complete, increasing
the annual container handling capacity to 250,000-
350,000 TEU.®

All sectors of the population are bemg encour-
aged tolearm toreign Lainguages as part of the process
of “openness . English s now a compulsory subiject !
in the city’s schools trom primuary school onwards,

There is alsoadrve ontocrease the skalls and
leamning ot existing workers through television and
correspondence coturses and evenimy classes.

Legally, every company is obliged to train its
workers toa certain standard betore otfering themoa
tutl-meiob. ita worker does notattain the required
standdard he has to be re-tramed. I he sull docs not
reach the necessary target then the company s not
obligedto recruit the workerand can send him hack
o the Labour Burcau tor redeploviment.

WORKING WEEK
Companics get morc for their money in China with

B I S e TN e
~X LEARNING ENGLISH AT THE YINGKOU LANGUAGE LABORATORY

energy more equitably some firms work on Sunday
and have a day of holiday during the week,
Absentecism runs at around 10%, compared to 4
national standard of 15%.

A sixoday working week, The working day in
Yingkou is cight hours, not including lunch. Some
tactories wiil begin work at 7.00, others later,
Sunday is the usual day off, but to spread the use of

CORPORATE LOCATION 13




YINGKOU INFRASTRUCTURE

ommunications
and utilities

Yingkou provides advanced services and infrastructure.

INGKOU can be reached via Dalian or
Shenyang airports. The city is a twoand
ahalf hour drive from Dalian airport and
two hours from Shenyang, The ETDZ,
which lies to the south ot Yingkou is roughly 200
km from cach airport.

AR SERVICES
In addition to domestic connections, both airports
offer a limited number of international tlights.
Hong Kong can be reached from both airports.
Shenyang otters flights to Irkutsk, while Tokyo and
Fukuoka can be reached from Dalian see page 16 for
tull details).

Flights arc also planned trom Shenyang o Scoul
as so0n as an agreement is finalised between China
and the South Korean national airline.

Businessmen travelling to Yingkou trom Beiiing
tend to fly to Shenyang where possible and fly back
from Dalian. This is because these flights take place
at night allowinga tull day’s business in Yingkou.

Flights to and from both destinations are fre-
quently tull or near tull - a sign of the vibrant ccon-
omy in the North-cast and carly booking is recom-
mended. As demand continues to grow increased
services will be likely.

Meanwhile, long-term plans exist for an interna-
tional airport between the city and the new zone at
Bayuquan. This teatures in plans up to the year
2000. While it has received city and provincial
approval, preparations are underway  towards
receiving central government approval. Funding
would be split three ways and any tinal go-ahead is
expected in the near future,

ROADS
The Shenyang-Dalian expressway, running north-

Table 1 Train Services from Yingkou

Yingkou's Foreign lnvestor Swap Centre.

south and passing through Yingkou, is widely
recognised as China’s best highway. Traftic on the
expressway attains speeds not achivved clsewhere
in China. The building of the highway, which now
allows relatively quick aceess from  Yingkou
throughout the North-cast, has done much to
enhance the region’s gateway status.

Yingkou itsclf contains 1,500 km ot highway. It
is also connected with an cast-west highway which
opens up access throughout the North-cast from
Yingkou. Road freight is possible to any destination
in China from Yingkou. Road treight into neigh-
bouring countrics though is not possible,

The basic cost of transporting freight by road
from Yingkou is 0.35 RMB per tonne per km.
Howcever, if an expressway is used there is a sur-
charge of 0.25 RMB per truck per km. With trucks
varying in carrying capacity between 10-20 tonnes
it is necessary to know the capacity of the truck
hetore the exact surcharge per tonne carried can be
calculated.

The standard size measurement used for road
freight cargo is 4 m high by 2.3 m wide with no limit
on length. Cargo over this size will attract an extra
fee.

Destination Trains Journey
per day time (hours) RAIL

The Changchun-Dalian railway, the main rail
Dalian 5 4 artery in north-cast China runs through Yingkou.
Beiii . Changchun, the capital of Jilin province, is a signifi-
ing 2 cant centre of heavy industry and the automotive
Shenyang 3 3 industry and a good potential market for Yingkou

Harbin 3 13 industry.
Yingkou'’s Dashigiao rail terminal is an impor-
Changchun 3 7 tant freight centre with its 32 tracks, 20,000 sq m
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- : YINGKOU INFRASTRUCTURE

goends vard and switchyard ot 300,000 sy m. There
are, however, severat other smatler rail terminals in
Yingkou. In total, all the termunals handled 20m
wnnes of goods in 1992, The destination, freguency
and journey time of passenger trains from Yingkou
isshownintable 1.

Freight trains pass through Dashigiao station
wlthough they only stop on demand! every tour-
and-a-half minutes. It is possible o send gods
acruss borders by rail.

The cost of transporting a 10 tonne container
from Yingkou by rail is 73.1 RMB per 100 km trav-
clied. The equivalent price for wansporting a six
tonne container is 43,3 RMB. The costs of transport-
ingone tonne of some common goods tor 100 km is:
s jrunand steel -8.33 RMB
emincrils -8 RMB
eyrain-7.1 RMB
e cotton cloth-8.65 RMB
ecotton - 7.65RMB
e salt-6.7 RMB

BANKING

There are five main banks in Yingkou: the Bank of
China, the People’s Construction Bank of China,
the Agricultural Bank of China, the Industrial and
Commercial  Bank  of  China and  the
Communications Bank of China. There is also the
People’s Bank of China, but this is purely an organi-
satie.nal hank which is responsible tor the adminis-
tration ot the other banks. It ofters no direct facili-
tiesassuch.

There are 31 sub-offices undemeath the tive
main hanks in Yingkou, although this tigure does
not include the plethora of very small branches
which are to be found in the countryside. Al the
banks have at least one branch in the new zone tor
instance, with a number of others under approval.
There are, however, no intermatonal banks in
Yingkou.

There are no limits on bank lending, Loans are
made according to the individual conditons of
companies. The debtover equity ratiois 30",

FOREIGN EXCHANGE
All the banks arc able todeal with toreign exchange.
A company caming forezn currency is able to
change it trecly into RMBand is also able to repatn-
ate foreign currency treely to its own country.

Tabre 2 International Telephone
Charges (RMB per min)

North Korea 5.1
Vietnam "
South Korea, Japan 121
Singapore 16.4
Australia, Indonesia, US & Canada 175
Malaysia, Phitippines, Thailand, Europe &
Middie East 19.7
Africa & Latin America 26.3

However, the foreign exchange market in China
is limited and RMB may not be changed into foreign
currency at the official exchange rate without the
approval of the Foreign Exchange Administration
Burcaw. This is lower than the market rate for for-

CIgN CUrrency.

For ventures which do not have an expont
income or lack sufficient forcign exchange, a
Forcign Exchange Swap Centre exists in Yingkou.
This can be used by foreign investment projects to
exchange their RMB into foreign exchange jand viee
versal at an agreed market rate. The market rate in
May 1993 was at a level two-thirds higher than the
official bank rate.

TELECOMMUNICATIONS
Yingkou was the first city in north-cast China w
have a digital welephone network. This ofters direer
dialling to 198 countries and regions plus China's
cities. Microwave telecommunications have been
introduced and fax and portable telephone tacilities
arcavailable,

The city Post and Communications Burcau is
responsible for titting telephones. After an applica-
tion for the provision of telephone, fax and telex
facilitics, these can be installed within one week.

The cost of Jocal calls to some maior Chinese
destinations is as follows (or intermational charges
see table 2%

o Shenyang/Dalian - 0.5 RMB per minute
* Baijing -0.7 RMBp/m

o Harbin - 0.8 RMBp/m

o Shanghai - | RMBp/m

o Guangzhou - 1.2p/m

ELECTRICITY
The Yingkou Electricity Supply Burcau is responsi-
ble for the installation of clectric supply which is
charged for industrial use at 0.3 RMB per kwh
throughout Yingkou.

WATER
The cost of water for industrial use1s 1.75 RMB per
cubic metre. The Yingkou Water Supply Company
i responsible for water provision. There are no lim.
its on the use of water for industrial purposes. @
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Origination Time Time

Beijing 06.50 0755 ™M
Guangzhou 06.55 10.20 TwF
Beifing 07.15 08.15 W/Sa/Su
Shanghai 0720 09.05 ex TufF
Shanghai 08.00 09.45 TwF
Fukuoka 1055 1320 W/Sa
Tokyo 1138 14.45 MWThSu
Beiping 11.50 1250 Tuw/Sa
Guangzhou 12.10 1535 ex MTh
Hong Kong 1225 15.55 MWF
Guangzhou 12.30 15.50 TwSa
Hong Kong 1305 16.40 Sa
Tokyo 15.40 20.00

Beijing 18.10 19.20 WrSa
Beijing 1825 19.30 W/ThSu
Shanghai 19.05 2055 ex M'Su
Beijing 19.20 2025 daily
Beijing 20.40 2145 MWF
Beijing 21.00 22.10 M/THSu
Flights to Dalian from

Guangzhou 0820 11.3%5 Tu/Sa
Beijing 08.35 09.35 w/Ss
Hong Kong 08.40 12.05 Sa
Beijing 09.00 10.05 M/TSu
Beijing 09.15 10.15 W/Sa/Su
Beijing 09.30 10.30 Tu/Sa
Shanghai 0955 11.30 ex TufF
Beijing 10.40 11.40 MWF
Tokyo 10.55 1335

Fukuoka 14.30 17.00 W/Sa
Hong Kong 15.00 19.50 MMWF
Beijing 16.05 17.05 W/Th/Su
Guangrhou 16.25 19.30 ex TufF
Shanghai 16.25 18.15 ex M/Su
Tokyo 17.00 19.55 M/THSu
Shanghai 18.15 19.50 TufF
Beijing 18.55 19.55 M
Guangzhou 19.40 22.45 TuF
Beijing 2105 2205 daity

Destinatiory Departure Arrival  Frequency

Origination Time Time

Beipng 6.45 8.05 ex WaF
Shanghai 650 9.00 Th'Sa
Beiing 655 815 TufF
Shanghai 7.00 9.15 daily
Beijing 7.05 825 F
Beijing 715 835 daily
Betjing 150 920 w
Beipng 8.00 9.20 Th
Irkutsk 820 12.00 MF
Beijing 835 10.00 Sa
Beijing 925 10.45 MTh
Hong Kong 11.25 15.25 Tu
Hong Kong 12.40 16.40 M/TH/Sa
Guangzhou 1255 16.35 daily
Beijing 15.50 17.10 w
Shanghai 17.15 19.25 TwSu
Beijing 17.25 1845 MF
Fligivts to Shenyang from

Shanghai 9.45 11.45 ThSa
Irkutsk 13.20 16.30 MF
Hong Kong 16.15 20.15 Tu
Hong Kong 17.30 2130 M/TH/Sa
Guangzhou 17.45 2120 daily
Beijing 18.05 19.15 w
Beijing 18.25 19.35 Th
Beijing 18.45 19.55 M/Th
Beijing 19.15 20.25 F
Beijing 19.40 2050 MF
Beijing 20.20 21.30 daily
Shanghai 20.20 2220 Tuw/Su
Beijing 20.30 21.40 daily
Shanghai 20.30 2230 daily

Flight details are for summer 1993 and liable to change. You are
advised to consult a travel agent before making travel arrangements.

~ KEY CONTACTS

Yingkou Municipal Commission for Foreign Economic
Relstions and Trade

23 Dongshuanggqiao Li, Zhangian Dist., Yingkou,
Liaoning

Tel: +86 417 235160 Fax: +86 417 233865

United Nations Industrial Development Organization
Director - Attention: Asia and the Pacific Unit
Industrial investment Division, UNIDO

PO Box 300, A-1400 Vienna, Austria, Europe

Tel: +43 1 21131/5320 Fax: +43 1 230 8260

Yingkou Foreign Investment Service Centre
Contact: Wang Dehuai
16 Xiang Dong Street, Yingkou, Liaoning
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Tel: +86 417 234044 Fax: +86 417 233865

Yingkou Comprehensive Examination and Approval
Office for Foreign-funded Projects

Contact: Wang Zhensheng

16 Xiang Dong Street

Yingkou, Liaoning

Tel: +86 417 234808 Fax: +86 417 233865

The Administrative Committee of Yingkou Economic
and Technicel Development Zone

Contact: Sun Ming

Bayuquan District

Yingkou, Liaoning

Tel: +86 417 251500 Fax: +88 471 251777




