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EXECUTIVE SUMMARY
Mission Period : May 1992 to July 1992,
Purpose of the Mission:

The wmission was fielded for the purpose of
identification and foraulation of industrial -developaent
projects in Fujian Province seeking foreign co-operation.

Results of the Mission:

In the course of field work between 19 May and 8 July
1992 forty investment projects were selected out of the many
proposals put forward by the local investors, all of which
were from the public sector. The selecticn was wmade on the
basis of

(3a) Need for technology transfer

(b) Availability of essential data

(c¢) Financial viability and

(d) National / Provincial priorities

The selected projects comprised of 18 new ones and 22

proposals for expansion and modernisation. Two of the new
projects aere for cosprehensive development of tourist
facilities as part of Leisure Industry Developaent.
Three modernisation proposals were for technical co-operation
without any additional investment. One project was for
environment protection as part of waste water treatment at a
paper aill. The proposals belonged to 15 different industrial
sub sectors and involved a total investment of US$3,380
million, including the current net value of existing plant,
building and other facilities offered for joint venture
estatlishments for expansion and modernization projects. The
distribution of investment is as follows:

New projects : US$ 3,228 million

Expansion etc. : USS 152 smillion

Majority of the proposals were supported either by
feasibility studies, generally of a pre-feasibility standard,
or detailed oroject descriptions. 28 projects, out of 34
requiring analysis, provided details for processing by
PROPSPIN computer software. The results of the analysis are
given in the body of the comsents on the projects in Chapter
S. Taking into consideration that the rate of interest 1is
between 8 and 9 . The internal rates of return indicated bv
the analyses were found generally acceptable.
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The 4G selected projects are recomsended for promotion
through UNIDU Investeent Promotion Network.

The project for the production ¢f Photovoitaic cells
with the Jatest advanced technology needs especial support.
The required raw material viz. polycrystalline silicon is
iocally available within the province. But the level of
technology presently availabie in the country is not upto the
state of art level and therefore needs to be acquired fros
appropriate sources. The project also calls for the conduct
of a thorough feasibility study on the subject before an
investment of the proposed size of US$ 44 aillion could be
committed. It is therefore suggested that UNIDO organizes the
study through appropriate channels. '

The selected proposals formed less than 51 of the
projects offered for overseas co-operation. The Governaent of
Fujian Province 1is very keen to promote the remaining
projects. It is, therefore, suggcested that the Provincial
Government establishes am investment project proaction
facility within the Cosmission for Foreign Economic
Relations. Two or three officials of the comsission
recponsible for the promotional activity say be trained at
UNIDO Investment Promotion Services.

A brief survey on the economic and industrial scenario
of the Province was conducted as part of the aission
activities and the information obtained is summarized in
Chapter 3. The salient factors of the industrial sector
brought out by the study were:

1. The province was among the first ones to be opened
up for foreign co-operation in China. 6radually practically
the whole of the provinces investment areas are now open for
overseas co-operation.

2. The abundance of forest and mineral resources of tne
provirce offer opportunities for fast and continued
industrial developaent.

3. Reforss in the Fiscal and Labour regulations
announced by the Central 6overnment of China have had a
positive ispact on the industrial development of the
province,, as is evidenced by the numsber of foreign
participated enterprises established during the last two
years,

4. With the reform in Labour law permitting latitudes
in recruiteent and remuneration of workers according to merit
will greatly isprove the viability of sany of the existing
and new enterprises and thereby provide an attractive
backdrop for the flow of foreign investments.
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INVESTMENT PROMOTION PROJECT IN FUJIAN
PEGPLE’™S REPUBLIC OF CHINA

REF: CLT 36/92
REPORT

By
DR. J.M_I.SAIT
EXPERT IN INVESTHENT PROJECT IDENTIFICATION,
FORMULATION AND SCREENING

1.0 INTRODUCTION
1.1 THE PROJECT BACKGROUND

During the visit to UNIDO Vienna on 21 October 1991, the
vice-Governor of The Peoples’ Government of Fujian Province in
the Peoples’ Republic of China requested UNIDO's assistance in
the mobilization of foreign investament resources for the Prov-
ince. Selected sectors had been earmarked by the government and
they expected investment projects in these sectors to be identi-
fied, foraulated and promoted by UNIDO network of IPSs and other
focal points. Within the framework of the economic development
plan fros 1991-1995 (8th five-year plan) of the Province, espha-
sis was placed on the development of infra-structure including
airport, railways, expressways, energy including hydel power,
telecomsunication, agro-industry, and industrial ventures for the
sanufacture of building materials, paper and pulp, steel / iron,
and petro-cheaicals.

1.2 TERMS OF REFERENCE OF THE EXPERT

The Consultant / Expert was required to undertake / assist
in the identificaticn, formulation and screening of investaent
projects and the assessment of their national and foreign inves-
tors. For this purpose the following strategy was prescribed:

-conduct a brief sectoral study on the manufacturing sector in

the Fujian Province,

-review the available proposals and studies on the investment
projects and assess their soundness froa the earketing,
technological, financial and economic points of view,

-assess the seriousness and qualifications and capacity to invest
of the investors,

-forsulate the selected proposals into Project Profiles in UNIDO
format, and

-screen the propnsals using PROPSPIN computer programae.
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Realization of the terms of reference and the strategies
are discussed in section 2.0 et seq. of this report. A copy of
the Teras of Reference/Job Description 1s attached as Annexure I.

1.3 WORK PROGRAMME OF THE EXPERT
The work prograsme of the Expert was organized as under.

-gne week for travel to and briefing in Vienna, travel to Beijing
and trave] hoame

-gne week for initial discussions at Beijing, travel to Fuzhou
and initial discussions at Fuzhou

-gne week for the brief industrial sectoral study

-Five weeks for the preparation, formulation and screening of the
project proposals including review of the available studies and
reports

-One week for the preparation of final report.

The sojourn in the country spanned from 17 May to 8 July 1992.
Field visits were made as follows:

Factories in Fuzhou : From 22 to 28, May 1992

Up country establishments in Nanping, Shunchang, Sansing, Yongan,
Longyan, Xiamen, Quanzhou and Putian: Fros 29 May to 11 June 1992
In Ningde, Fuan and fuDing: From 25 to 30 June 1992

1.4 REPORTS

Investment Project Profiles prepared in the UNIDO format
are enclosed separately. ( 39 numbers). The Project Profiles may
be supplemented with extracts from Chapter 5 of this Report,
‘Comments on individual Projects’ as may be appropriate.

PROPSPIN data are provided on a 1.44 mab micro-diskette.
Reports can be generated by,combining the datafile with the
PROPSPIN master file using LOTUS software. The Diskette aiso
carries a copy of this report produced in Word Perfect 5.1
format.

1.5 PERSONS MEY 3

Persons met by the consultant during his mission are
broadly classified into 3 cateqories.
]. Government, at 8eijing and Fuzhou
2. Agency: UNDP, UNIDO, UCIIC at Beijing and Vienna
3. National Investors
A nominal list of the persons met is given in Annexure III.
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FUJIAN, CHINA

2.5 Agriculture

over 80X of Fujian's 1.24 million ha of arable land consti-
tutes rice fields. Rice production in 1990 stood at 8.8 aillion
tons. Other major food crops include wheat, sweet potatoes, soy
beans, and pea-nuts. Main cash-crops include sugar cane, tea,
fruits, tobacco, rubber, jute and bluish dogbane. Per ha produc-
tion of sugar cane in Fujian is claimed to be the highest in
China while it is the third largest producer of sugar in the
country. With an annual production of 58,000 tons the province
ranks fifth in production of tea. Annual production of fruits
nears 760,000 tons. )

2.6 Forestry

About 47% of the province's total area constitutes forests.
With a coverage of 43.21, Fujian’s comsercial forests cover about
4.67 million ha containing an estimated timber reserve of 378
million cu.m. Major tree types include masson pine, cedar,
cypress, cryptomeria, camphor, nanmu, tung-oil tree,tea-oil tree,
and mac-bamboo. Other forest products include resin, bamboo
shoots, xianggu sushrooas, white fungus, tannin, lotus seeds and
a host of herbal medicines.

2.7 Fishery

Fujian has a sea area of 136,000 sqks of which 125,000 sqkm
is considered to contain rich fishing grounds. There are about
180,000 ha of tidal land well suited for aquiculture. Fish
farming along the coast has progressed considerably and the
presently used cultivation area totals 57,000 ha as under:

Shell fish 33,000 na
Algae 7,000 ha
Prawn 13,000 ha

In addition to this, fresh water pisci-culture is
undertaken in farms extending over 54,000 ha. Tilapia, Eels and
ten-local species of fish have already found established domestic
as well as overseas markets. In 1990 total output of aquatic
products reached 1.178 aillion tons.
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3. A BRIEF SURVEY OF THE INDUSTRIAL SECTOR IN FUJIAN PROVINCE

3.1 An Overview

Fujian Province was the first autonomous entity in China to
open its doors to outside world with a strong bias towards its
industrial developaent and exports. A strong industrial base has
already taken shape. At present there are 14,100 industrial
enterprises in the province at or above township level eaploying
over 1.3 million persons in productive activities. These include-
acre than 200 large and medium sized key enterprises. Industrial
scenario of the province presents a diversified picture involving
industries in the field of:

-Building materials : cement and glass

-Forest products . lumber, paper, fibre board, furniture and
forest chemical products

-Light engineering : sugar, canned food, cigaretttes, plastic
products, porcelain ware, toys, optical
lenses, jewelry and handicraft

-Electronics . TV sets, T.V. picture tubes, refrigerators,
cassette tape recorders, calculators, semi-
conductors, computers, printers and various
electroric components

-Textiles . textile printing and dyeing, garsents,
polyester fibre, vinylon, foot wear, head-
gear

~-Chemicals . calcium carbide, caustic soda, PVC,chemical

) fertilizers,rubber products

-Machinery . Electrical machinery and equipsent,
construction machinery, shipbuilding

-Metallurgy . iron and steel, alusinium and aluainiua
products

~Energy . Electricity and coal

Continuous upgradation with the acquisition of newer tech-
nologies had been carried out on more than 1,200 projects since
1979. This exercise is still continuing and one of the major
emphases of the province in its search for foreign collaboratjons
is on the acquisition of advanced technologies. Some of the
industries already modernized with imported equipment and tech-
nology include the following:

o
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Fuzhou-Fibre Board Factory (Equipment from USA)
Shunchang Ceaent Plant (Equipaent and technology froa
Australia
Xiamen Photo sensitive (Equipment and technology froms
Materials Factory Xodak)

Total outout of the industrial sector during 1990 was valued at
S2.7 billion yuan and that of 1991 at 65.6 billion yuan and
cosprised of the following.

1990 1991
Steel 517,000 tons 564,700 tons
Pig iron 626,000 tons 592,900 tors
Timber 4,240,000 cu.a ~  n.a
Cenment 5,400,000 tons 6,468,700 tons
Coal 9,250,000 tons 2,571,900 tons
Electricity 13,670,000 awhs 15,176,000 awhs
Sugar 326,000 tons 305,100 tons
Crude salt 672,000 tons 1,202,300 tons
Cigarettes 764,000 cases 54,800 tons
Canned food 144,000 tons 162,100 tons
Paper and paper board 521,000 tons 506,000 tons
TV sets, colour 1,230,000 sets 1,365,100 sets
b &t w 125,000 sets n.a.

Power generators 96.7 aegh 151.76 megW

3.2 Tounship Enterprises

Township enterprises total about 460,000 and employ
approximately 2.7 million persons in the Province’s rural areas.
The total output from these enterprises has been valued to be in
the vicinity of 25.1 billion Yuan (US$ 4.6 billion) in 1990 and
32.9 billion yuan (US$ 6.0 billion) in 1991 and accounted for
alaost one half of the total industrial output of the province.
There are varied types of ownership for these enterprises, such
as, township-owned, village-owned, collectively owned, farmers’
joint ventures, privately owned. These enterprises among
thesaselves account for the export to some 50 countries in the
world of more than 500 itess which include shoes, knitwear,
wooden and basmboo products, plastic and porcelain-ware artifacts
and handicrafts. According to the Directory of Export Oriented
Enterprises published in October 1988, there were some 880
enterprises in the Fujian Province engaged in sanufacture of
goods and/or providing services for export. Value of exports by
the Fujian township enterprises in 1991 was US$ 4.79 billion.

7
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3.3 Foreign Investaent in Industries

In 1979 the Chinese Governsent decided to open itself up to
the outside world with a view to improving its foreign trade
relations particularly by inviting foreign participation in
financial investaent, technical collaboration and world market

- penetration. As a first step 4 special Economic Zones were

established. One of these 4 zones, Xiamen is in the Fujian
Province. When 14 coastal cities were opened in 1984, Fuzhou wmas
one among them. Further, in 1985 the Fujian Triangle comprised of
Xiamen. Zhanzhou and Quanzhou was opened up. Since 1979 Fujian
has attracted considerable foreign investment. By the end of 1991
the province had signeq 4970 contracts involving US$ 4.26 bil-
lion. oOut of the negotiated sum of US$ 4.89 billion, actual
investments realised at the end of 1991 stood at US$ 1.77 billion
in 2,687 projects. Out of the above figure 1,203 enterprises
accounting for an investment of 1.6 billion represent Taiwanese
inputs. In 1991 1,219 contracts worth USS 1.537 billion were
.igned, the actual implementation being USS$ 724 eillion. Accord-
ng to the recently released figures during the first six months
of 1992, 718 contracts valued at US$ 1.038 billion were signed
and implementation reached US$ 508,000 million. (July 1,1992).

The foreign investment and the collaborations involving
high-tech production systems greatly boosted the foreign trade of
the Province. The export volume of the Province in 1950 was only
US$1.9¢ million. Growing at a rate of 17.7% p.a. over a period of
2¢ years the figure stood at US$ 190 aillion in 1978, i.e. in the
year just previous to the opening up. The export figure for 1989,
at end of the first decade thereafter, reached US$ 1.662 billion
and registered an average growth rate within the decade of 21.52
per annum. 58.9 ¥ of this volume was contributed by ten catego-
ries of industries such as aquatic products, shoes, canned food,
light industrial products, machinery and electrical goods, metals
and minerals, medical and chemical products, textiles and gar-
sents, tea, art jewelry and forest products. The corresponding
isport volumse was US$ 735 million. Among the enterprises with
foreign capital 69 units had export value over US$ 1 million and
15 over US$ S million. Some of the larger exporters were:

Xiamen Overseas Chinese Electronic co. Ltd, US$ 63.42 pillion;

Fujian Hitachi Television Company Us$ 25.81 aillion;
Putian Hanjiang Footwear Company Ltd Uss 10.30 aillion
Yiamen Baohang Electronics Co.Ltd uUss 9,42 esillion;
Fujiang Lifeng Footwear Co.Ltd Uss$ .03 million;

X
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value of export earnings from manufacturing and asseably
operations using client-supplied materials and components amount-
ed to US$32.19 million. According to preliminary figures provid-
ed, export volume for 1990 and 1991 was US$ 2.24 billion and USS$
2.93 billion respectively. The first six months of 1992 recorded
an export volume of USS$ 1.369 billion. Export voluse of ten major
product groups in 1991 had been as under : -

Quantity Value
uss

Frozen fish 4,297 tons 10.55 million
Xiangu Mushrooas 34,846 tons 16.80 ~ .
Canned Asparagus 18,413 tons . 29.74 "
Pine Resin 22,526 tons 10.94 -~
Grey Cloth 76.25 m.meters 12,11 "
Plastic Slippers 74 .48 m_pairs 36.85 °
Canvass and Rubber Shoes 10.91 m. pairs 12.11 °
Artificial Leather Shoes 3.63 m. pairs 13.48 °
Nylon Bags 45.31 m. pcs 4.73 °
Colour TV 602,000 sets 114.50 "

3.4 Xiamen Special Ecomonic Zone

The Xiamen Special Economic Zone, one of China’s first four
economic zones, was opened to the outside world in 1980. By the
end of 1990, the city had approved 980 foreign investment pro-
jects with an investment content of US$ 2.926 billion, the
foreign currency component in it being US$ 2.121 billion. The 506
foreign funded enterprises which were_by then in operation
produced 3.677 billion Yuan of industrial output reckoned as 541
of the total production value of the city. In the first half of
1991 the city approved 72 foreian funded enterprises with a
registered capital of US$ 59.12 million. Total investment created
by these enterprises amountad to USS 83.04 ajllion with a foreign
exchange component of US$ 52.86 million. There are 192 special-
ized corporations with import and export rights. A foreign trade
oanaggnent system has also been formed, such as industry and
trade import and export corporations, foreign trade corporations
of the central, provincial and foreign funded enterprises. The
1990 foreign trade value of goods passing through Xiamen was put
a: US$ 1.152 billion. The export market served by the zone now
comprises of the United States of America, Japan and European
countries besides Hong Kong, Macao and South-east Asia. The city
has used joint venture and co-operative forms to establish 186
production enterprises in seven countries and regions abroad

A
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including USA, Thailand and the Philippines. It has developed
labour service contracts and executed overseas projects.

There has been considerable developaent in the infra-struc-
tural facilities of the zone during the last decade. The Xiamen
bridge connecting the island to the mainland was opened in
Decesber 1991. The bridge can handle 25,000 motor vehicles a day.
Air services have been established through the Xiamen Interna-
tional Airport on 35 domestic and international routes, with
cities like Los Angeles, Singapore, Penang, Manila, Djakarta and
Honakong on its route-map. The air passenger transport volume
reached 1.15 million people in 1990. Completion of four 10 ton
class berths in the Dongdu Harbour increased the cargo handling
capacity of Xiamen harbours to $.27 million tons. The urban )
telephone exchange capacity has reached 43,000 lines with DDD and
IDD facilities connecting 186 countries.The daily water supply
capacity now stands at 301,000 tons. During the last decade, a
110 kv and a 220 kv sea-bed power line, 220 kv Lilin, Banlanshan
and Dongdu transformer substations and a 96,000 kw gas turbine
reserve power station were built. To adapt itself to an export
oriented econosic development, Xiamen has developed the produc-
tion factor market which includes provision of goods and eateri-
als, funding, real estate, labour services, technoloay and
information, an improved financial systes and an expansion of
loans by special banks. The city has also established a foreign
exchange regulation centre, companies dealing in international
trust and investment, foreign investment services and material
supplies and other service centres to help resolve any invertment
or operational difficulties confronting foreign businessmen. In
Septeaber 1991, the Xiam.n Foreign Investment Work Committee was
established and is charged with the responsibility of approving
foreign investment projects and supervising the foreign-funded
enterprises. It has introduced a single approval procedure to
avoid duplication of efforts by other sections.

Xiamen which faces Taiwan across the Taiwan Straits has a
similar culture and language. This together with the developing
investaent environment and cheap labour has attracted Taiwanese
investment in good measure. Between 1984 and 1990, 410 Taiwanese
funded projects were approved; this constituted 42 of the 980
foreign-funded projects approved by the city during that period.
contractual value of these approvals amounted to US$987.¢6 aillion
(45.3%). The Taiwanese projects in Xiamen accounted for 20% of
the 2,080 similar projects in number and 50 2 of US$ 2 billion in
value. Implemented value of these investments amounted to USS$
897.7 aillion (53.78% of the US$1.669 billion in operational
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foreign funds). At the end of the decade there were 309 solely

Taiwanese owned enterprises in operation with a total investaent

of US$ £13.6 million. Some of the characteristics of Taiwanese

enterprises are noteworthy.

-901 of the enterprises cperate in productive sector

-391 of the products are exported.

—The investaent scale has expanded from small individual concerns
to medium and large sized firas. By the end of 1990 there were
11 projects with investment equal to or more than US$10 million,
with the largest one worth US$ 200 eillien.

-Companies have undertaken land development activities resulting
in development of unique industrial villages.

-Investaent terms have been enlaraed from 15/25 years to 20/50
years and in certaln cases to 70 years. -

-In the early stages factory space was being rented; now they buy
land and buildings and construct their own facilities.

-Isports of single machine items has given way to import of whole
machine units or major equipment with auxiliaries.

-Taiwanese investment has stronger focus towards secondary
chemical industries and real estate business.

In 1959 Xiamen established Taiwan investment areas in two
areas viz Xinglin and Hailun. These two areas enjoy privileges of
special economic zone and at present construction activity is
going on. The area in Xinglin has imported 80 foreign-funded
projects worth US$ 200 million. 30 Taiwan funded projects have
already gone into production generating about 300 million Yuan
worth output. It is estimated that by the end of 1993 the nuaber
of Taiwanese-funded projects would reach 100 with a total invest-
aent of USS 500 million and output value of 1.1 billion Yuan.

At the end of the last decade the GNP of Xiamen stood at
5.016 billion Yuan. The Eighth Five year Plan (1971-95) envisages
an average annual growth of GNP of about 25I resulting in GNP of
22 billion yuan by 1995 and 50 billion yuan by the year 2000. The
percapita GNP which was 4,535 Yuan is expected to grow to 36,710
yuan by the turn of the century. The national income calculated
on current prices totalled 4,114 billion yuan indicating a
percapita national income of 3,720 Yuan as against 631 yuan in
1950. The total of industrial and agricultural production rose to
7.118 billion yuan.

To achieve the forecasted targets of GNP Xiamen island will
focus on high-tech light processing projects with high value
addition possibilities and on services such as finance, real
estate and commerce and on tourism. Xingling district will eainly
concentrate on industries which will consume less energy and
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cause minieum pollution with esphasis on chesical. aechanical and
electronic industries and building materials, textiles and light
panuifacturing industries. In other districts preferential treat-
sent will be offered to foreign investors to undertake infra-
structure developsent activities to lift thea to attractive
investsent areas. According to ®r. Zou Erjun, Hayor of Xiaeen
city, ‘‘Xiamen will continue to open its door in the future and
foreign businessaen are invited to invest in a variety of fields
in Xiamen in many ways'. -

In the following decade Xiamen will continue to strengthen
its infrastructure. Ten large infrastructure projects have been
set in the Eighth Five Tvear Plan:

-Increasing the capacity of pongdu dock by 3.5 pillion tons
-Xitongdao bridge connecting Xiasen island and Haicang district’
-second phase of Xiaaen airport developaent A

-A water supply project to handle 560,000 tons of water per day
-Addition of 40,000 prograsse controlled telephone network
-Songu Power Plant with a generating capacity of 600,000 kw
-Harnessing Yundang lake

-A garbage disposal plant

-A gas and LNG plant

-Isprovesment to sunicipal roads.

3.5 Fuzhou Economic and Technological Development lone

This Zone was established in Mawei in January 1985 and
covers an area of 4.4 ka. It is located where the Min River
empties into the sea. The location is of historic, traditional
and industrial importance. The Mawei port is a natural harbour
with sany centuries of reputation; the Hawei ship Yard was built
in 1866 by the French and is in operation till today. The 2one is
only 17 kilometers away from the city centre and therefore enjoys
all the suburban benefits. It is 149 miles away from Keelung,
Taiwan and 492 miles from Hongkong. -During the last six years the
infrastructure has been developed considerably by undertaking
construction of a first grade road from Fuzhou, establishing a ’
thermal power station, modernized water supply, telecomaunication
and other7faci1ities. During this period 127 projects have been
introduced from China and abroad. ‘Of these 82 are foreign
funded. Total investment so far had been USS 429 million, includ-
ing over US$100 aillion in foreign currency.
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The scenario is characterized by light industry, building
saterials, electronics, setallurgy, pharmaceuticals fishing and .
marine product processing. The developsent Zone is separated froe
Taiwan by a narrow strip of water. In order to facilitzate
investament by the Taiwanese in the Zone an area of 1.8 saka was
set aside as Taiwan Development Zone. By the end of 1990 sore
than 30 proiects had been concluded here. With a view to speeding
up the process of dissemination of the results of scientific and
technological developments to the industry, The Fuzhou Science
and Technology Park was established in the Zone. Following this
the keli Hi-tech Industrial Park, Fujian Qinghua University
Science and Technology Park, the wholly foreign owned Fuzhou Pan
pacific Ocean Science Park Co. Ltd. and Tai An Tech and ’
developmsent Inc. of Fujian have already started operation.

soav dairiiibing D

3.6 Open Port City of Fuzhou

Fuzhou is the capital city of Fujian Province. In 1984 it
was desigrated one of the fourteen coastal open cities. Puring
the five years ended 1990, Fuzhou has invested about 1.1 billion
yuan to develop its infrastructure. Hajor developsents include
expansion and modernisation of the telephone and other communica-
tion systems, expansien of the airport, dredging and expansion of
Hawei port and erection of a new power station. Existing enter-
prises were renovated and modernized with the assistance of
imported technology and sany new enterprises established. The :
city's industrial focus had been on electronics, plastics, tex-
tiles, machinery and toy manufacturing. By the end of 1990
approvals had been accorded to 857 enterprises, of which 194
Taiwanese, with an overseas investment of US$ 620 million. 430
enterprises have already gone into production.

3.7 Coastal Economic Open Areas -

In 1985 eleven counties and cities in south Fujian were
designated Coastal Economic Open Area with Quanzhou and 2hangzhov
as focal Centres. In January and March 1988 thirty three counties
and cities were added to the list. Besides being the agricultural
hinterland for the other Economic Development lones, these areas
also represent the direct impact areas of these Zones. Two areas
of notable development as a direct result of their proximity to
the Xiamen Special Economic lone are the Jiulong river delta in
Zhangzhou and Quangzhou. These areas will on the one hand act as

-—
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the rear base for the sajor Developament Zone and will on the
other hand provide rooa and incentive for the spread of develop-
ment activity when the Zones tend to get overcrowded and conse-
quently more expensive. Already investment activity has commenced
in these areas. By the end of 1990 1,008 enterprises have been
approved for establishment ‘= the Open Areas. 500 foreign invest-
ed enterprises are reporte: to have gone into operation. These
include four enterprises ‘~volving over 100 million yuan each and
sore than 30 enterprises invelving over 10 million yuans each. An
industrial network has been formed in Nanping, Shaowu and Longyan
cities. These towns and cities enjoy the treatsent of key sa‘el-
lite towns.

3.8 Nanping Prefecture

3.8.1 Natural Resources

Nanping Prefecture lies in the north western part of the
Fujian Province. It has an area of 26,300 sqkm and a population
bordering 3 million. The economy is predominantly agrarian
covering 671 of the population. The prefecture is very rich in
its natural endowments which include an abundance of forests
consisting of 1.5 million hectares of forests with an estimated
timber reserve of more than 100 million cubic meters of china
fir, masson pine, camphor, sassafras, beech etc. and 240,000
hectors of bamboo growing area with about 440 million poles. The
forest coverage rate rcuches 62.5 XI. The main stream of the Min
River, Jianxi and Futunxi- two tributaries of the Min River run
through the Prefecture. The hydroelectric potential is estimated
to be around 3,900 mega watts. Existing generation capacity
amounts to 217.6 mega watts (870 million Kwh). Shaxikou power
station, now under construction, will have a capacity of 1.4
million kilowatts. Hore than 50 kinds of minersls have been
discovered in the Prefecture. The proven ones include lead, 2inc,
sulphur, iron, niobius, tantalum, platinum, lithiua, tin,
fluorite phosphorous, serpentine, graphite, limestone, talcunm,
rock crystal, granite and sarble. Wuyi aountains provide many
attractions which can be developed into tourist resorts.

3.8.2 Agriculture

Major agricultural products include tea, fragrant
aushrooms, air bamboo shoots, lotus seeds, food grains, oilseeds
and fruits. Total value of agricultural output in 1989 was valued
at 1.1 billion Yuan, and included 1.56 million tons of food
grains, 14,000 tons of tea and 56,000 tons of fruits.
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3.8.3 Industry

There are amore than 2,000 industrial enterprises in the
prefecture. 433 of thea are state owned and 1,477 collectively
ouned. Out of the 176 projects with contract value over US$50
aillion approved for joint venture investsents, predoainantly
with Taiwanese and Macao partners, 138 with investment of US$ 23
aillion are already in operation. Fimancing of the Projects in
the prefecture by internativnal financing institutions and
bilateral aids has crossed the US$ 110 million mark. 630 =major
industrial products were being sanufactured in the prefecture in
1989. The value of industrial production was reckoned at 2.5
aillion Yuan. the main industries in the area include:

Paper and pulp making- 14 aills with a total capacity of
120,000 tons of paper and 250,000 tons of paper board.

Forestry industry- 249 enterprises specializing in timber
felling, shipping and processing as well as forest
cheaistry. Main products include fibre boards, plywood,
shaving boards, floor woods, basboo ply-wood, turpentine,
resins, activated carbon and furniture making.

Chesical industry- 27 enterprises engaged in the manufacture
of pesticides, fertilizer, pharmaceuticals, ainerals,
acetylene, carbon black, caustic soda, sulphuric acid,
paints, rubber and plastic itess.

Food Processing- 24 enterprises in processing cereals, meat
products, tea, canned foods, wine, beer, sugar, gourmet
powder etc.

Textiles- 32 units produce chesical fibre, textiles, knit
wear, silk, cotton shirts, corduroy, towels, stockings,
woven shirts and other costumes; and also process dveing
and printing. ’

Machine building- 38 enterprises are involved in production
of electrical machinery, machine tools, electric wires and
cables, forestry machinery, farming machinery and tools,
hydro-power equipment, cutting tools, grinders, forklift
and farm trucks.

Building Materials industry has IS key industrial units
engaged in the production of Cement, liee, glazed tiles,
ceramics, marble slab stone, compressed glass, refractoery
paterial and machine-made bricks.

?
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3.8.4 Township Enterprises

At *he and of 1989 there were 45,743 township enterprises
run by various organizations as under:
1,572 by town-ships
5,990 by villages
2,614 by association of families and
35,267 by individuals. They dealt with saall and tiny sector
industries and employed a total of 215,700 persons. Exports by
the town-ship enterprises in 1989 asounted to 74.45 million Yuan,
while total value of exports froe the prefecture exceeded 300 =.
Yuan.

3.9  Sanming City

3.9.1 Natural Resources

sanaing City is located at the valley basin between the
ranges of Wuyi mountain and Daiyun mountain and is mountainous in
topography with hills between 200 and 800 metres above sea level.
Sixty six different minerals have been found in the area. They
include raw coal, lisestone, tungsten, iron, manganese, barite,
tin ore, fluorite, lead, zinc, marble, kaelin, white mica, gold,
ruby, sapphire etc. Coal deposits form 42.2 % of the total
deposits in the province while 90 % of Fujian’s tungsten deposits
are in Sanming. Limestone deposits are estimated to be over 50
billion tons. 66% of Sanming city is covered by ferests which are
ectimated to contain 113 million cubic metres of timber reserve.
( Almost one third of the province’s total reserves.) Belonging
to the Min Jian River system, the three main rivers, Shaxi, Jinxi
and Youxi have a total length of 875 km and provide an installed
pewer generation capacity of 1.7 million kilowatts.

3.9.2 Agriculture

The main food grain produced in the city is rice anc the
most recent figures estimate the anpual output as 1.27 aillion
tons. The main economic crops are tea, tobacco, basbeo shoots,
medicinal herbs, amushrooms, !otus seeds and many varieties of
fruits.

3.9.3 Industry

About one-fourth of the province’s industries are located
in Sanming. There are more than 2,000 industrial enterprises, 20
of them in the large and medium types. The larger ones are
engaged in manufacture of iron and steel, chemical fertilizers,
cement, synthetic fibre, textile printing and dyeing, paper,
coal, chemicals and plastics.
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3.10  lonavan Prefecture

3.10.1 Natural Resources

Longyan Prefecture is located In western Fu)ian and shares
coaaon boarders with Xiamen Special Economic Zone and Gangdong
province both of which are preferred areas of development wmith
focus on fereign investment. The prefecture is aocuntainous in
topography, the average height of the hills being 460 metres
above sea level. 42 kinds of minerals including coal, iron,
sanganese, tungsten, biseuth, molybdenuas, titanium and other rare
earths, lead,zinc, limestone, kaoline, bentonite and marble
deposits have been found. Proven deposits of coal, iron, manga-
nese, kaoline ard bentonite account for more than 502 of the -
total deposits in the province. The Hakeng Mine is the largest
pay-iron-ore deposit in East China. The three major river sys-
teas, Tingjiyang, Minjiang and Jiulong, annually total a run off
capacity of 19 billion cubic metres with an estimated power
generation capacity of 1.69 million kw. Out of the 1.24 kw which
is exploitable only 146,000 kw is presently generated. Geo-
thermal energy has been located at 28 places with the temperature
of hot springs varying beiween 40 and 50 <. The forest area
covers 62.5%1 of the total land and is estimated to contain 72.89
pillion cubic meters of timber reserve and 130 aill. mao bamboo.
The main timber species are pine, china fir and tung tree.

Ddb ks B S

3.10.2 Regional Economic indicators(1988) RMB Yuan

GNP 2.255 billion
Per Capita Income 1,028
Financial Income 369.63 aillion
Industrial Output 1.577 billion
Agricultural Output 0.691 billion

3.10.3 Agriculture .
Total output of rice in 1988 was 907,000 tons. The main
cash crop is tobacco . Production of flue-cured tobacco in the v
same year was 20,060 tons. Tea and fruits constitute other
important agricultural products.

3.10.4 Industry

In 19 88 there were 1,255 industrial enterprises eaploying
135,000 workers. There were 262 state-owned and 982 collective
enterprises. Coal industry has an annual output over 4.08 million
tons. In the metallurgical sub sector there were 21 enterprises
producing pig iron, rolled steel and ferro-alloys. There were 152
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units engaged in eachinery industry psanufacturing fars impie-
aents, pusps, bearings, bicycles and vacuus ctleaners. Building
paterials industry coeprised of 134 enterprises includirg 63
large and saall cesent factories with an annual production
capacity of 970,000 tons. oOut of the 30 industrial units in the
chesical industry sub sector 8 were producing cheaical fertiliz-
ers and others chemicals like sulphuric acid, caustic soda,
bleaching powder and paints. There were more than 100 units
engaged in felling, luabering and production of plywood, fibre
boards, furniture, activated carbon etc. 41 enterprises were
producing light engineering goods valued at a total of 230
pillion yuan. 21 units engaged in the manufacture of textile
goods provided the main base for the export of bed sheets in the
proviace.

3.10.5 Township Enterprises
There were 59,248 township enterprises with the following
ownership pattern viz:

private 52,838
township 805
village 3,262

collective 2,343

They produced a total income of over one billion yuan in
1983 and are growing into an important economic sector in the
country side in west Fujian reflecting the present trend towards
encouraging private ownership.

3.10.6 Modernisation of Industries

The prefecture has given great importance to the moderniza-
tion of its existing industrial enterprises. Until the end of
1956, 1¢ enterprises iaported 19 sets of advanced equipment and
relevant technology worth US$ 21.6 billion from countries like
the United Kingdom, West Germany, Switzerland, Japan and the
United States of America.

3.11 Ning De Prefecture

Ning De Prefecture, otherwise called Mindong, is situated
at the northeast of the Fujian Province with hills in the back
and the sea in front and faces Taiwan across the ocean.

The prefecture 1s industrially less developed. It has a
reasonably good network of roads within and also connecting
principal cities of tne Fujian Province as well as the
neighboring province. The railway connects Fuzhou to the Laizhou
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in Gutian district. There a number of natural harbours and deep-
water quays serving ships plying between Taiwan, Hongkong and
East Asian destination and China. Fu *an Xiapeshi 5000 ton berth-
quay with a container installation will be commissioned soon.
Total present availability of electricity is 160,000 XNW.
Construction of Muyangxi Stair hydro-electric station with about
200,000 KW capacity is about to cossence. Total water supply
capacity now is 150,000 tons per day. This will be enhanced to
230,000 tpd with the commissioning of the two projects under
execution. With the recent opening up of the prefecture to
outside world oppurtunities for industrial investsent,
particularly in agro-based and light industries, are increasing.
The prefecture also has many natural tourist attractions such as
the Tai Mu mountains with unique rock formations and light
adventure, trekking and mountai-neering, possibilities.

3.12 Private Sector Development

Private Sector in the Province is now limited to small and
tiny enterprises organized by individuals and small family
groups. They also include individual and small scale joint
ventures with Taiwanese. The recent developaent policy announce-
sents have strong bearing towards ogreater involvement of private
sector in industrial development. As funds sobilization in the
private sector is now slow, service industry is considered the
focal point for the development of this sector which will in
future telescope into meaningful investment in productive indus-
try. The government of Fujian Province, following the policy
indications released at the 20th Standing Committee meeting of
the Seventh Chinese People’s Political Consultative Conference
(cppcc) which ended on 25th June 1992 in Beijing, has decided to
provide specially augmented support in develoring the service
industry in the private sector. The policy is believed to provide
employment opportunities to the workers who were and will be laid
of f with the isplementation of the new labour policy. It is
estimated that by 1995, 40% of the working population of the
province will be engaged in non-agricultural operations at
tcwnship level, to a large extent including, service and tertiary
industries and will account for over 6% of its economy.

Lite bt wl oW

-

™ e




CLT 3&/%2

5.13 Preferential Policies for Foreign Invested Enterprises

Enterprises in the designated developeent zones and areas
are offered tax and other incentives varying in their extent and
applicability depending on the locations and ownership pattern.
A chart published by the Fujian Provincial authorities is at-
tached as
Annexure II.

3.14 Foreign Exchange Reaulations.

Extracts from the recently published foreign exchange
regulations applicable to overseas investaents are given in
Annexure III.

3.15 Regulations on Leasing of Land to Foreign Investors
-«

According to the Constitution of the reoples’ Republic of
china, the land is owned by the State. In order to step up
construction of public facilities and improve the ianvestaent
environment, the State Council of the peoples’ Republic of China
issued Provisional Regulations on Leasing Land to Foreign Inves-
tors on Hay 19, 1990. The 18 article regulation defines the
development and construction of tracts of land as the comprehen-
sive development and construction of tracts of land after 'state-
owned-iand use right’ is obtained. This includes lawd levelling
and construction of public facilities including water supply and
drainage, electricity and heat supply, road comsunication and
tele-communication to make the land usable for industry and other
purposes. The investor can then transfer the land use right and
do business by providing public facilities, or it can construct
buildings, including industrial workshops and accommodation
facilities, transfer or lease the buildings. The Regulations
stipulate that inm order to lease tracts of land for developaent,
foreign investor should establish Chinece-Foreign equity joint
ventures or Sino-foreign contractual joint ventures or enterpris-
es operated exclusively with foreign capital, in line with the
laws regarding Chinese-Foreign Equity Joint Ventures, Sino-
Foreign Contractual Joint Ventures and Enterprises Operated
Exclusively with Foreign Capital, as the case may be. They enjoy
autonomy in operation and managesment according to law; but they
have no administrative power in the development area. The
relationship between the land developsent enterprises and other

20
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enterprises is a commercisl one. Land Developsent Enterprises can
atiract investors to development areas to be leased with the
state-owned land use right and launch enterprises in such areas.
Land Development Enterprises aust carry out the prograemes for
developa- ent of tracts of land and honour the teras of contract
of leasing the state-owned land use right before they transfer
the right. Transfers are required to be registered with local
authorities and subject to payaent of transfer fees.

The Regulations provide that after the land use right is
leased, natural resources and buried objects still belong to the
state. If they need to be developed, the relevant laws and
adeinistrative regulations should be observed. The regulations
also apply to fires, enterprises and other economic organizations
or individuals froe Hongkong, Macac and Taiwan which intend to
lease tracts of land for developeent.

The longest duration of land use for different trades and
industries are as follows:

1. Industry 40 yvears
2. Commerce, Communication and public service S0 years
3. Housing 70 years
4. Technological, educational, cultural and

health care projects 60 years
S. Other purposes 30 years

Leases beyond the stipulated periods, subject to a limit of
70 years are possible in exceptional cases involving huge invest-
ment in development of infrastructure. The leases are renewvable
at their expiration if the enterprises still continue in busi-
ness.

3.16 Shift in_the Labour Policy

Dne of the objectives of China’s economic package in 1992
is the reform of the labour system with a view to clear the way
for the enterprises to compete on the open market for qualified
personnel. About 12 % of China's 500,000 enterprises have been
given a free hand in recruitment. According to press inforaeation,
940,000 workers were laid off out of the 17 million employed in
40,000 enterprises. Most of them have been shifted tu non-produc-
tion sectors or are being retrained. Over the past four decades
Chinese enterprises are said to have had difficulties in deciding
pay-roll distribution, hiring workers ang appointing or transfer
ring cadres in line with production needs or performance of the
personnel. The refora qins at easing this situation permitting
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workers to choose their jobs according to their skills and
interests. It also enables the enterprises to chose the workers
in accordance with their needs. A growing number of firms are
adopting labour contract systea whereby specific terams are
negotiated with the eaployees providing for job security on cne
hand and performance standards on the other. The reform of the
labour systeam also includes creation of a new wage distribution
and social security system. The most important effect of this on
the foreign investment will be to allay the fears of the foreign
investors about the rigidity of the systea and the lack of
flexibility in hiring and remunerating the labour according to
its performance. The measure should provide conducive environment
to attract foreign investment into Fujian Province as well.
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4.0 PROJECTS SELECTED FOR THE STUDY

4.1 Process of Selection

The Fujian Pianring Commission and the Fujian Econoaic
Commission are basically responsible for the selection of invest-
sent projects for prosotion through UNIDO channels. The two
agencies had prepared lists of projects for foreign investaent.
At the beginning of the mission the representatives of the
Comsissions were informed of the scope of the studies which was
linited to industrial investment projects sought to be estab-
lished with assistance from or in collaboration with foreign
entrepreneurs. This clearly eliminated the projects meant to be
financed by bilateral or multilateral aid agencies and infrastr-
uctural projects. Out of the remaining ones 18 new and 22
expansion/ sodernization projects (40 in all) were selected
according to the priority assigned to them by the government. The
final selection also depended on whether they were approved by )
the central or provincial government and where appropriate by the
independent autonomous authority. The sub-sector-wise analysis of
the projects is as under:

Sub sector New Projects Expansion/Modernization

no. Total Inve- no. Total nvestaent
stment 8.USS &.USS

Plastics 4 122.16

Wood products 2 52.04

Petro chemicals 2 2,014.00

Building Materials 4 494.93

Le .sure industry 2 486.36 -

packaging 1 2.72 i 1.00

Light Engineering 2 11.96 4 26.51

Electronics 1 44.00 2 8.00%*

Pharmaceutical ' 2 6.38%

Power Generation Eqpt. 3 6.46%

gther eouipment 3 16.91

ship building & repairing 2 33.58

paper & Paper products 2 17.00

Hineral processing 2 23.60

Food processing i 12.52

Total 18 3,228.23 22 §51.96

+ One item in each of these groups is for technical know-how only
and envisages no investment.
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Majority of the r:oposals were supported by feasibility
studies. However, thczy being in the Chinese language could not bde
directly reviewed in depth. It was also not practicable to obtain
English translations within short time available. Never-the-less
information required to develop the project profiles mas extract-
ed from the studies as far as practicable with the assistance of
the coordinating personne]l and officials of the sponsoring
institutions. In a majority of cases the existing manufacturing
enterprises were visited and detailed discussions held with the
representatives of the project sponsors in order to obtain as
auch first hand information as possible and to reconfirm the data
provided. The project sponsors have undertaken to provide tramns-
lations of the feasibility studies to serious prospective part-
ners during their initial discussions. It is not out of place to
pention that in some cases it was not possible to correlate
information as required by the UNIDO format and that provided by
the feasibility etc.studies. In such cases further review will be
needed after english versions of the studies are made available.

Wherever the available data was in conformity with the
requirements of appraisal by the UNIDO Investment Project Screen-
ing Computer Software, PROPSPIN, the screening exercise was also
carried out.In certain cases the data provided had to be interpo-
lated or modified to obtain a near-to-reality picture. 14 new
Projects and 14 modernization Propesals (28 out of 40) were
screened and the results are provided separately on coaputer

diskettes.
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4.2 Suasary of Selected Projects

JV -
TX -
LN :
LS :

£X

Joint Venture with investment;
Technical Collaboration

Equipment on loan or Supplier’s Credit;
: Equipment Lease

- Export Marketing

4.2.1 New Projects:

o tettiions D

Sl Product Quantity Investment Assistance
no. million US$  sought

. FUJIAN NO.2 PLASTIC FACTORY*

BOPA Nylon Film 3,000 tpa 23.87 Jv
. 2. ORIENTED STRAND BOARD FACTORY* '
oriented Strand Board 50,000 CH 19.00 Jv, LN
b 3. ETHYLENE PRODUCTS®
HPLD Polyethylene 100,000 tons
LLD/HD Polyethylene 100,000 tons
- '\ Ethylene Glycol 100,000 tons
Q?; Polystyrene 60,000 tons
§ Polypropylene 140,000 tons
ABS 150,000 tons 1,966.00 Jv v
\
‘ 4. SANMING CHEMICAL FACTORY I¥
Helamine 12,000 tons 16.26 Jv, TK
- LN, EX
5. SANMING CHEMICAL FACTORY II* Jv, TK
Butanediol 27,000 tons 48.00 LN, EX
6. FUJIAN CHEMICAL FIBRE AND CHEHfCAL FACTORY*
PVA Film 3,000 tons 15.03 Jv, TK
7. SANMING PRINTING AND DYEING FACTORY®
Artificial Silk Fabric 2,00C tons Jv, TX
Artificial Wool Fabric 1,000 tons 65.00 LN
§. IHANG PING LINDOW CEMENT FACTORY® '
portland Ceament 3.1 m.tons 433.38 Jv
;
! £
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9. DAZHOU TIMBER YARD*
Fibre Board 50,000 cu.a
10_GRANITE TILESH
Granite Tiles 80,000 a2
11.NANPING BATTERY FACTORY®
Alkaline Battery LRO3 30 aillion
12 _SHUNCHANG CEMENT PLANT PHASE II¥
Portland Cement 520,000 tons
13.HOMOGENIZED CERAMIC TILES#
Wall and Floor Tiles 990,000 a2
Polished Tiles 100,000 a2
14 .0PTICAL FIBRE CABLE
LX2Z 1,000 KM
GYTB 33 500 KM
6L23-1000 500 KH
15.S0FT FOOD PACKING MATERIALS*
Aluminium lined BOPP sacs £.8 m.m?
Calendars and Pictures 9.8 m.n2
16.PHOTOVOLTAIC CELLS
Photovoltaic cells S0 B. pcs
17 .MEZHOU TOURIST COMPLEX 17 sub-projects 336.
18.TAT MU TOURIST COMPLEX
Total

r)
o

3,228.

04

.59

.86

00

.00

.10

.78

00

36

00

23

Jv,
LN,

v,

Jv,

IV,

Jv,

LN,

v,

Jv,

Jv,
LN,

Jv

Jv

TK
EX

£X

LN

LN

T}

EX

LN

LN

TK
EX
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4.2.2 Expansion or Modernization Projects:

Sl Product Quantity
no. per year
1. L-HALIC ACID:*

L-malic Acid 1,000 tons
2. CEFAZOLIN SODIUM:

cefazolin Sodium 30 tons
3. POWER GENERATORS:

Generator, 200 KW 1,800 nos

Low noise Generator set 1,200 nos

Y Series Motor 15,000 nos
4. TRANSFORMERS:

Dry Type Transformer 1,000 nos
S. SEMI CONDUCTORS:

vD MOS power transistors 20 m.pcs

6. COMPUTERS AND ACCESSORIES:
Micro computer & accessories
Computer Cables  Addl.

Mouse Addl.
Power Supply units
Key Board Addl.

Establishment of Hard Disk
Service Centre
Software developament

7. MAKEI SHIP REPAIR DOCKs
Major repairs

20,000 sets
4 million nos

300,000 nos
300,000 nos
120,000 nos

50,000 pcs

uss 500,000

Docking Days 10C

No.of ships 10

Medium size repairs

Docking Days 100

No. of ships 20

Minor repairs

Docking Days 125

No. of ships 25

6. MAWEI SHIP BUILDING YARD*
20,000 dwt ships
7,000 to 15,000 dwt ships

2

27

nil

2.73

nil

nil

§.00

25.46

Investaent Asslistance
Million US$

sought

Jv

TK

TX, LN

TX

TK

Jv

LN

Jv, LN

~gn—~ -
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9. FUJIAN HYDRO-ELECTRIC EQUIPHENT WORKS¥
Hydro Turbine Generators 80,000 kw

3.73 Jv, 1K

( 50 kw to 100,000 kw, existing capacity 120,000 kw; LMN/LS

planned 200,000 kw)

10. NANPING FORKLIFT TRUCK GENERAL PLANTX
Electric Forklifts 1,500 nos

7.71 JV,TK,LN

(Existing capacity 500 nos; proposed 2000 nos)

11. SHUNCHANG PAPER MILL*

Coated White Paper 10,900 tons
bouble Glued Paper 2,310 tons
Glazed Paper 1,700 tons

12. KAOLIN PROCESSING*
(FUJIAN PROVINCE MINXI KAGLIN CONMPANY)
Processed Xaolin:

Paper grade 10,000 tons
Porcelain grade 34,000 tons
Refractory grade 10,000 tons
Unprocessed Kaolin 60,000 tons
{Total mined quantity 320,000 tons)

13. TRICOORDINATE HEASURING MACHINE®
(JINGU PRECISION MACHINERY CORPGRATION)
Tricoordinate measuring machine 120 sets

14. XIANGYOU GENERATOR GENERAL FACTORY*
Brushless Generators 250,000 sets

12.00 JV, LN
JV,LN

18.03 £X

7.40 Jv,TK,EX

6.00 Jv

15. PUTIAN INTERNAL COMBUSTION ENGINE ACCESSORIES FACTORY*®

Brake shoes 9 m.pcs

Brake system 105,000 sets
Wrench. 105,000 sets
gears 1.2 & pcs
Motor Engines 105,000 sets

16. FUJIAN NANPING CHEMICAL PLANT#*

graphite Electrode 3,500 tons
Graphite Positive Electrode 1,500 tons
graphite Carbon 500 tons

17. GRANITE PRECISION BLOCKS AND SLABS®
granite Precision basir blocks 2,400 sets
granite slabs 250,000 #2

5.23 Jv, LN

7.18 Jv, LN

5.57 Jv, EX

X
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18. MOTOR IGNITION SYSTEM*
HV Resistance cord
High Power Ignition coil

19. CANNED NATURAL BEVERAGESH
Vegetable and fruit juices
Tea
Mineral Water
Formsed cans
PVC bottles

20. XIAMEN PACKING FACTORY
Corrugated Paper Board

21. LONGYAN PRECIPITATOR FACTORY

Electrostatic Precipitator

with HV silicon rectifier

Electrostatic Precipitator
with LV power supply
Electric Precipitator
for bag precipitator
Testing Instruments for
Environaent Protection

22. NANPING PAPER HILL

Waste water treatment Plant

Total

% indicates projects for which Propspin

the accompanying diskettes.

1.0 m.setsx$s
0.3 ®» nos. 8.06

26,000 tons

4,000 tons

10,000 tons -
200 aillion

20 million 12.52

6 million sqm 1.00

540 sets

500 sets

64,500 tons

500 sets 1.80

20,000 tpd $.00

150.85

JV,TK,LN

JV,LN

‘'

Jv, EX

LN/LS

studies are available on
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4.3 PROMOTION OF THE PROJECTS

A very large nuaber of industrial and other projects have
been listed for foreign investment at provincial, prefecturzl and
city / county levels. Pre-feasibility studies have been made for
many of them. However, a precise methodology of their promotion
among foreign investors including overseas Chinese compatriots is
conspicuous by its absence. At a meeting with the Vice Governor
of the Province, concern was expressed that apart from the
periodical publication of lists of possible areas of co-operation
not such is being done for a formal approach to investaent
processing. It was suggested that a few persons should receive
training in investeent promotion methodology and follow uvn at
UNIDO, Viemna and various IPSs. It is strongly recommended that
UNIDO considers the possibility of providing training to at least
three officers of the Provincial Government who are responsible
for initiation and implementation of promotional measures.
Training is also needed in forsulating and screening investaent
projects using UNIDO methodology including PROPSPIN. During this
mission it had not been possible to provide any such training
owing to time constraints.
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5.COMHENTS ON INDIVIDUAL PROJECTS

5.1 NEW PROJECTS

5.1.1 BOPA NYLON FILM

Site adeseeiias AW

BOPA Nylon files are special quality filas required by the
food and pharmaceutical packaging industries for their non-toxic,
gas and low-temperature resistance and absence of static elec-
tricity. The estimated desand from Japan and USA has been put at
35,000 tons. Local packaging industries are also switching over
to BOPA Nylon packing to attract foreign markets for their
products. Local demand currently is about 7,500 tons. The Fuzhou
No.2 Plastic factory which is at present manufacturing footwear
including sports-shoes, flooring tiles and wall paper has been
approved by the Provincial Government as the location for the
panufacture of BOPA Nylon fila. It is planned to establish
facilities for the production of 3,000 tons of film per year. The
following financial indications have been provided. :

Total Investment 131.31 million RM3 Yuan equivalent of uUS$
23.85 million of which :

Cost of foreign equipment Uss$ 12.20 eillion

Cost of local infrastructure

equipment etc US$ S5.45 million
Interest during Construction US$ 0.78 million
Working Capital US$ 5.45 million

The investment will be financed as under:
Foreign component by overseas investors Uss 12.20 million
Local Component:

Working Capital Loan from local Bank US$ 5.45 million
investment funds from Government, own resources
and Local bank Uss 6.23 aillion

Up to 303 of the total investment can be treated as equity and
the balance as Loan. The actual distribution is subject to
negotiation. )

The following operating results are indicated for a year of
full capacity operation.

Proigcted Sales US$ 19.10 million
Estimated Costs of Production Uss 15.27 million
Profit before taxe uUss 3.53 million
Taxes Uss 1.03 million
Net Profit uUss 2.80 million
Returr on Investment 11.72 1 p.a

Pay Back period 4.5 years
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5. 1.2 DRIENTED S1RAND BOARD FACTURY

With the expanding demand for quality furniture abroad and

locally the Shunchang Timber Yard proposes to establish manufac- ? ‘
turing facilities for Oriented Strand Boards from various kinds !
of locally available wood. The timber yard is currently engaged :

in logging and saw milling operations and in steam drying of the :

sawn tiamber. The yard is well equipped with rail and other log
handling facilities for 500,000 cubic meters of material. The
Yard being situate in the Zhun Chang county which is rich in many
varieties of hard and soft wood and as the yard is already
experienced in the material selection and procureasent it is
claimed that adequate supply of appropriate raw materials is
assurad. The currert demand for (SB is put at more than 300,000
cubic meters per annum. The sole existing producer in China of
this product, viz Nanjing Wood Works Factory produces 10,000
cubic meters of 0SB for its own consumption in furniture making.
The products of the prcoosed factory will therefore enjoy exclu-
sive markets. Samples have been approved by potential overseas
buyers from Germany and Hongkong, which is an indication of
export possibility.

An Analysis using PROPSPIN computer software produced the
following results.

FINANCIAL SUMMARY {CURRENCY: 000' DOLLARS)
Total Investaent: 19,183 -
Internal Rate of Return 20 %
Payback Period: 7 Years
Breakeven Point: 37 % capacity utilization .
Debt/Equity Ratio: (Initial): 66: 34
Return on Equity: 531 at Full Operation

OPERATIONS SUMMARY
Year 3 Year §

Capacity Utilization (product 1) X: 100 100
Total Sales: 11,275 11,275 '
of which exports: 5,375 5,375
Total Nusber of Persons Esployed: 83 83

¥
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5.1.3 ETHYLENE PRODUCTS

The Products

The project aims at producing varicus ethylene based prod-
ucts by the establishment of facilities for cracking Naphtha and
Light Diesel 0il. The following output is envisaged:

HPLD Polyethylene 100,000 tons
LLD/HD Polyethylene 100,000 tons
Ethylene Glyrol 100,000 tons
P.S 60,000 tons
P.P 140,000 tons
A.B.S 150,000 tons

The estimated demand in China for the products at the end
of year 2000 will be 8.5 aillion tons. The domestic production
capacity by then will be 4.22 million tons registering a short-
fall of 4.2 million tons. 502 of the proposed production will be
ear-marked for local markets in order to raise the domestic
supply to 7.47 maillion tons reserving the remaining 50 for
export to earn the necessary foreign exchange to seet external
financial obligations.

The project cost is estimated to be 10.814 billion yuan
approximately equal to US$ 1,966 million as shown below:

RMB Yuan Eqv. USS$ Local Foreign
Currency Currency
n. USS m. USS
Major Equipment 5,183 a 942.36 2 292.36 650.00
Auxiliary Equipsent 355 m 64.54 n }
Utility Equipment 64% a 117.82 a } 32.54 192.00
Service Equipment 24 n 4.36 o }
External Utilities 208 » 37.82 & }
Land 70 » 12.73 m 12.73
Buildings and other .
related costs 1,086 m 197.45 n 197.45
Preliminary Expense
incl. contingencies 1,490 m 270.71 a 270.91
Interest during
construction 1,235 m 224.55 m 77.55 147.00
Norking Capital Si5 m 93.64 » 43.64 50.00

Total Project Cost 10,814 » 1,966.18 a 927.16 1,039.00

Gl
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The following financial arrangements are envisaged:(million US$)

Local . Foreign
Currency Currency Total
Capital Stock 398.15 191.70 589.89
Loans 529.03 247 .30 1,376.33
Total 927.18 1,039.90 - 1,966.18

Capital stock will be contributed by:
Local Currency:

Govt. sources 60.
Public contribution 7
Foreign Currency:
Private Investment frosm Hongkong/ Taiwan confirmed by letters of
intent 25.00 2 147.46 a

Foreign Investors 7.50 X 44 .24 n

1 US$ 3553.91 a
)4 44.24 n

Borrowings are expected as:

Local Currency:

Public Bonds / Pooling Funds Uss 165.39 a
Special Project Loan from China

Natioral Construction Bank US$ 363.64 m
Foreign Currency:

Suppliers’ Credit/ JV investment 847.30 n

A detailed Feasibility study is under preparation by
Beijing Petrochemical Engineering Company and is expected to be
ready soon. The following operating estimates are made subject to
confirmation by the study.(For the 4th year of production)

Sale Value of Products US$ 902.00 a
Profit after income-tax US$ 177.27 »
Amount available for distribution of profits US$ 140.47 m, after
setting off social levies and contributions.

7
Analysis by propspin however did not yield reliable figures in
the absence of detailed breakdown of costs. The Propspin model
may therefore be recast after the detailed figures are known.
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5.1.4 MELAMINE FACTORY

Fujian Sanming Chemical Factory is a large integrated
chemical complex with manufacturing facilities for Synthetic
Ammonia, Urea, Calcium Carbide, and a pultiple production plant
for more than 20 kinds of general purpose chesicals. The value of
fixed assets of the factory, which was founded in 1958 and

steadily grew into its present size, is 240 million Yuan (approx

US$ 44 aillion). Annual turnover 2xceeds 120 million Yuan with
profits before taxes 40 aillion Yuan. The factory now plaas to
further process the urea and ammonia produced by it into melamine

in order to earn more value addition. The present output of urea

and amaonia is 240,000 tons and 210,000 tons p.a respectively.
The new plant will use 37,200 tons of urea and 6,000 tons of

ammonia to produce 12,000 tons of selasine. The total investaent

in additional facilities required will be 18.0¢ aillion US
dollars, including a foreign currency component of USS 11.70

gillion. The Yuan component of US$ 6.56 million will be provided

by the sponsors and the government sources while the foreiagn
exchange component is expected to be raised by way of joint

venture contribution in the form of cash or equipment.
A Propspin analysis yielded the following results.

Total Investment: Uss 15.260 million
Internal Rate of Return: 13 X

Payback Period: 7 Years.

Breakeven Point: 67 % Cap Utilization
Debt/Equity Ratio 64:36

Return on Equity: 29 ¥ at Full Operation

OPERATIONS SUMMARY

Year 3
Capacity Utilization (product 1) % 80
Total Sales: . 14,607
of which exports: 4032
Total Number of Persons Employed 205

Year 5
100
16,259
5040
250
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5.1.5 PRODUCTION OF BUTANEDIOL

Fujian Saneing Chemical Factory has been selected by the
Central Governeent to produce Butanediol froam the calcium carbide
produced by the factory to meet the large market demand for this
product. Current domestic demand is estimated at 13,000 tpy which
15 expected to grow at the rate of 20 ¥ p.a. reaching about
25,000 tpy by 1995. The project will be import substitutive as
the entire requirement is now being imported. However, it is
proposed to export almost SO0 I of the production in order to earn
necessary foreign exchange to meet the debt-servicing obligation
arising out of the project investment. The project aims at
producing 27,000 tons per year of butanediol. The total invest-
ment is estimated to be US$48.00 million. The following informa-
tion has been extracted from a Propspin analysis.

FINANCIAL SUMMARY
Internal Rate of Return 27 %

Payback Period: 6 Years
Breakeven Point: 45 ¥ Cap Utilization
Debt/Equity Ratio: (Initial): 71 : 29

Return on Equity: 1021 at Full Operation

OPERATIONS SUMMARY (million US$) Year 3 Year 5
Capacity Utilization (product 1) I: 70 100
Total Sales: 38,266 54,666
of which exports: 13,608 19,440
Total Number of Persons Employed: 56 75

The factery now produces 105,000 tpy of calcium carbide
which will be used to make ethylene which is the principal raw
material. Production of formaldehyde is being raised from the
present level of 15,000 tons to 40,000 tons. Hydrogen gas, the
third raw materizl required can be recovered from the waste gases
available froa the amaonia gas plant in the factory. The sponsors
are looking for an appropriate joint-venture both financial and
technological.

1 it adpiedias P
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S.1.6 PVA FILM

Fujian Chemical Fibre and Chemical Factory produces 14,000
tpa of PVA. A new production facility is sought to be established
to convert 25 of the PVA produced into PVA file which has a high
value addition. There is no similar production in the country at
the moment, the entire local demand being met by imports and by
non-compatible substitute materials. The aggregate lécal demand
for packing films is estimated to be more than 10,000 tons.
However, price consideration would limit the local consusption to
about 10 percent of this figure. It is, therefore, proposed to
export about 2,000 tons p.a. to USA, Europe and Japan reserving
1,000 tons p.a. for local sale. New investment for the production
and service facilities is estimated to cost US$ 15.032 million
with a foreign exchange component of US$ 5.109 million. The
sponsors seek joint venture arrangement with technological and
financial involvement.

FINANCIAL SUMMARY
Internal Rate of Return 20 %
Fayback Period: € Years
Breakeven Point: 36 X Cap Utilization
Debt/Equity Ratio: (Initial): 93 : 7
Return on Equity: 249 % at Full Operation

OPERATIONS SUMMARY (million US$) Year 3 Year 5
Capacity Utilization (product 1) %: 80 100
Total Sales: 7,920 9,900
of which exports: 5,544 6,930
Total Number of Persons Employed: 153 185

37
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5.1.7 ARTIFICIAL SILK AND WOOLEN FABRICS

Saneing Printing and Dyeing Factory is engaged in the dyeing
and printing of man-made fibre fabrics. The factory now intends
to diversify inte production of such fabrics which will be
further processed and finished utilizing the new as well as the
existing facilities and marketed. A project feasibility study is
under preparation and is expected to be ready by Septeaber 1992.
Meanwhile the following information has been furnished by the
factory management.

The project is designed to manufacture 20 million metres of
artificial silk and 10 million metres of artificial woolen
fabrics per annum from Polyester Long Staple Microfibre Yarn,
which is locally produced. Full production level will be reached
in the third year after the commencement of operations. 40 I of
the production will be exported as finish-ed fabrics to the
already established markets in Africa, Latin America, USA and the
East European countries. Exports will also be addressed to the
countries in the Middle East and South and South-east Asia.

The indicated figure for the investment is US$ 71.289 million
with a foreign exchange element of US$ 33.00 million for the
import of machinery. However, it ecay be noted that part of the
rachinery could be procured or fabricated locally. More specific
information will be available after the feasibility study is
concluded. Preliminary results of an analysis using Propspin are
as under.(before income tax)

FINANCIAL SUMMARY
Internal Rate of Return 4§ I
Payback Period: 5 Years
Breakeven Point: 16 ¥ Cap Utilization
Debt/Equity Ratio: (Initial): 70 : 30
Return on Equity: 195 ¥ at Full Operation

OPERATIONS SUMMARY (million USS) Year 3 Year 5
Capacity Utilization (product 1) %: 25 100
Total Sales: 16,120 77,800
of which exports: 5,560 31,120
Total Number of Persons Emploved: 279 660

35
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5.1.8 ZHANG PING LINDOU CEMENT FACTORY

Longyan prefecture is rich in quality lime stone suitable for
panufacture of portland cement. The project sponsored by the
Zhang Pina Lindou Cement Factery aims at establishing a produc-
tion line for 10,000 tons per day. Nanjing Cement Design Insti-
tute made a feasibility ctudy in 1992. However, details of the
study were not immediately available for review. The following
analysis was obtained through Propspin based on the inforsation
provided by the project authorities for the purpose of making
preliminary studies. Detailed information will be obtzined fros
the institute and made available to any interested investor in
due course.

Total fixed investments US$ 39.49 million
Working capital US$ .23 emillion
Total investment USS 47.72 aillion
Internal rate of return 77 1

Payback period 6 years
Breakeven point 34 2

Return on equity 195 2

Debt / Equity ratic (initial) 70:30

year S year 7
Total Sales US$ 77.00 125.34 million
Exports Us$ S54.68 91.14 million
Capacity operation &0 2 100 2
Employees 220 358

The project would need 4 to 5 years to establish, including
prospecting of the quarry material. Full production will be
reached in the 7th accounting year, i.e. the 3rd year of opera-
tion. Lime stone and crushed stone powder will be obtained from
own quarries to be developed under the project. Only gypsum and
iron ore will be bought from outside, local sources. Assuaptions
a5 to factory and administration overheads were made on a rule of
thumb basis at 5% and 2.5% respectively of investment, i.e. US$ 5
and US$ 4 per ton of production. The analysis say be updated
after the detailed figures are avajlable.
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5.1.9 FIBRE BOARD

Nanping prefecture being one of the richest areas in tisber
reserves alse preduces 3an enoracus quantity of twias and other
lusber yard wastes. The Dazhou Timber Yard in Nanping has devel-
oped a project to produce fibre board from these waste materials
generated during its logging and other operations. The board is
made by a simple process involving drying and preparing the
softwood waste, gluing, gathering and hot pressing. The resultant
board is of a homogeneous structure and good mechanical proper-
ties. It is suitable for manufacture of furniture, decorative
panels, casings for electrical and electronic equipment and as a
building material. The project aims at establishing manufacturing
facilities for 50,000 cubic metres of thin medium density fibre
board per annum at a total cost of US$ 33.04 million. Although a
feasibility study was made in 1990 information regarding overhead
costs was not provided. Assumptions were made in this respect
following the normal industry practice and the averaging method
usually adopted in other projects in the country, to facilitate
evaluation by PROPSPIN. Results of the screening are suammarized
below.

Total fixed investments US$ 30.34 amaillion

Working capital Uss 2.70 million
Total investment Uss 33.04 aillion
Internal rate of return 22 I
fayback perjod 6 vears
8reakeven point 46 1
Debt / Equity ratio (initial) 78:22
fReturn on Equity 39 1
year 3 year $

Total Sales uss 11.92 14.90 aillion
Exports Uss 8.é2 10.85 million
Capacity operation 80 2 100 1
Esployees -188 230

40
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5.1.10 GRANITE TILES

fu Ding county in the Ninade prefecture is a mountainous area
with an estisated 38.12 aillion cubic meters of granite deposits.
The project aims at processing 5,000 cubic meters (80,000 sq.am)
per year of the stones into tiles of 40 ca x 40 cm with a
thickness of 1 and 2 ce.

A feasibility study prepared by the sponsors was screened
through PROPSPIN and the following results obtained.

posser PR

Total fixed investments US$ 2.85 aillion
Working capital Uss 0.70 million
! - Total investment Uss$  3.55 aillion
Internal rate of return 21 1
Payback period & years
Breakeven point $6 1
Debt / Equity ratio (initial) 77:23
Return on Equity 99 X at full production
year 3
N Total Sales US$ 3.36 sillion
Exports USs 2.18 million
Capacity operation 100 2
; No. of eamployees 154
‘g It is also proposed to produce tosbstones for 100X export. This y
' line of production is expected to be more reaunerative as the ®
| major elements of cost viz raw materials, power and labour are

~ low and the amarket price is as high as US$ 1,500 a set. A
feasibility study is under preparation.
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5.1.11 NANPING BATTERY FACTORY

The factory was established in 1954 for the production of terch
cell batteries. Starting with R series the factory progressed
into the manufacture of alkaline LR series. At present it is
producing LRé batteries under a joint venture with a Hongkong
company. The present proposal is to establish a new line of
production for LR3 batteries with 2 possibility. to expand into
iRkl. The factory has already established export markets for its
existing products and would therefore be able to export 70X of
its new product. The product line envisages an investment of
US$7.86 million with USS$ 5.00 million for the production line
equipment. The factory is interested in financial joint venture
as the technology is already available in house. PROPSPIN analy-
sis showed the following results. )

Total fixed investments US$ .77 million

Working capital USs 1.09% aillion
Total investeent US$ 7.86 million
Internal rate of return 52 2
Payback period 4 years
Breakeven point 36 1
Debt / Equity ratio (initial) 70:30
Return on Equity 200 ¥ at full production
year 3 year 5
Total Sales Uss 9.24 %.72 aillion
Exports USss 2.40 2.98 mtllion
Capacity operation 80 1 100 X
Esployees 125 150

The project profitability will increase considerably if the
local sale could be boosted as the export price is only 20 1 of
the domestic price. Export is considered necessary because of the
need to earn foreign exchange for debt servicing and for part of
the working capital. Another reason advanced is that the local
sarket for alkaline batteries is yet to develop.

s ok adaretflas B9



P~ =

FUJIAM, CHINA

$.1.12 SHUNGCHANG CEMENT PLANT II

The Shungehang Ceament plant was established in 1988 with a
capacity of 2,000 tons p.d with the assistance from Ausiralia. In
1991 the plant reached full capacity operation. The present
project envisages establishing an identical plant as phase II.
The total investment estimated is US$ 50 million. A feasibility
study is under preparation. Preliminary figures provided during
discussion with project authorities when analyzed by PROPSPIN
vielded the following indications, which are expected to isprove
when the final figures are studied.

Total fixed investments US$ 47.00 aillion

Working capital Uss 3.060 million
Total investaent US$ 56.00 million
Internal rate of return 10 I
Payback period 9 years
Breakever point 66 1
Debt / Equity ratio (initial) 70:30
Return on Equity 27 X at full production
year 3 year 5
Total Sales Uss 16.18 26.97 aillion
Exports usg 11.72 19.53 m1llion
Capacity operation 60 I 100 X
Eaployees 186 300

S5.1.13 HOMOGENIZED CERAMIC TILES

The Fujian Province Building Materials General Company is.
engaged in the supervision of production and distribution of more
than 20 building materials. The quality of a sajority of cerasic
tiles presently available in the market are said to be low and so
the company, together with the Longyan Cement factory, has
decidec to establish a modern factory to produce high quality
ceramic tiles. Ten percent out of the proposed quantity of one
aillion square meters will be processed into polished tiles which
can fetch thrice the price for the ordinary tile.

No detailed study was available for review by the consultant.
The data provided by the sponsors’ representatives was analyzed
using PROPSPIN on a gross basis. The following indications were
obtained.
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Total fixed investments US$ 7.00 aillien

t Working capital US$ 1.00 amillion
Total investment US$ ©£.00 meillion \
Internal rate of return 45 I ‘
B Payback period 4 years 1
=~ Breakeven point 27 1 |
Debt / Equity ratio (initial) 90:10 $
Return on Equity 735 X at full production
(High owing to very low equity base) -
year 3 year §
Total Sales uss 7.43 9.90 million
Exports Uss 2.97 3.9¢ aillion
Capacity operation 80 X 100 2
P Eaployees 173 210

5.1.14 OPTICAL FIBRE CABLE

The Nanping Cable Factory is the sole manufacturing unit in
S Fujian Province producing electrical cables and wires for trans-
mission and distribution. The factory is now planning to diversi-
fy into optical fibre cables. It is proposed to set up the new
factory in Xiamen. All the raw materials like optical fibre, PBTP
and Jelly will have to be imported from Gereany and Japan. The
immediate consumption area is around or easily accessible from

'%\\ Xiamen. The plant will produce a total of 2,000 ka of optical
kg fibre cables per year in three specifications, 6YTB 33, LXZ ( 4
to 12 cores) and GL23-1000. The total investment envisaged is v

US34.1 million with a foreian exchange element of 1.52 million.

The project is offered for joint venture investment where the
foreign partner will be expected to contribute the foreign j
currency component by way of equity or long term loan includirg
suppliers’ credit. ‘

5.1.15 SOFT FOOD PACKING MATERIAL

The China National Packing Company and fFuan Printing factory
jointly sponsored this project for the production of sulti-layer
packing materials for packing prepared foods. The present desand
for the packing materials and other items that could be produced
under the project is 13.2 sillion single ply sq.meters whereas
the minisum capacity of a set of Japanese equipment proposed to
be bought is 27.4 million single ply sq.meters accounting for 4%
1 nf the capacity. The demand is expected to rise to 67 1 in §
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years. Though the demand would continue to rise further on, the
efficiency of the machine is said to drop after 5 years of full
operation. As the equipment will not be fully utilized it is
assumed that for the remaining part of the project life the
sachine would work at haif the initial capacity.

An analysis by PROPSPIN showed the following results:

Total fixed investments US$ 2.15 aillion -

Working capital Uss 0.63 million
Total investaent Uss 2.73 sillion
Internal rate of return 351
Pavback period 4 years
8reakeven point 26 1
Debt / Equity ratio (initial) 92:8 )
fReturn on Equity 100 2 at full production

year 3 year S5
Total Sales uss 2.4¢ 3.i0 million
Capacity operation 33 1 66 %

5.1.16 PHOTO-VOLTAIC CELLS

Ningde prefecture is rich in polycrystalline silicon, the raw
material for photovoltaic cells. The prefecture has decided to
install facilities for the sanufacture of 50 million pcs of solar
energy cells per year. The area selected is free fros air and
water pollution and also from tremours and vibrations, both
natural and traffic generated.

There are already a few enterprises in China producing similar
products but with a low efficiency rate of about €% in converting
the solar energy into usable-power. The state of art position
having improved to an efficiency -level above 15 I, the proposed
unit should acquire technology of that level. The total estimated
cost of equipment, including 16 crystal growers, and technology
is around US$ 38.00 aillion. With an estimated value of buildings
(Uss 2.60 million) and working capital (US$ 4.00 aillion) the
total {nvestment will be US$ 44.00 million. The first crystal
grower will be installed in 16 months and production would
coamence within the next 3 months. The remaining growers will be
commissioned in 15 months following. 6ross estimates put annual
sales at USS 50.0 million and profits at 25% of sales. The
domestic market can absorb uypto 30% of production.
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The prefecture is seeking foreign joint venture partners with
proven technology at the state of art level. The sponsors have
of fered to provide free land for the establishaent of the
factory. Electricity being a critical item deteraining the cost
of production, concessionai rates will be allowed. The foreign
partner will be expected to guarantee export market to the extent
of 701 of the production. For sales effected by the foreign
partner, out of the remaining 301, 2 commission can be negotiat-
ed. .

No feasibility study has been prepared for want of necessary
technology information and relevant physical requiremerts. The
prefecture therefore requests assistance in carrying out an
independent study.

S.1.17 MEIZHU ISLAND DEVELGPMENT OF LEISURE INDUSTRY

Heizho is a small island in Meizhou Bay, 10 ka long (Nor th-
south) and 2 km east-west at the widest part with an area of 14
square miles and a population of 33,000 inhabitants. It has a
coast line of 32 kilometers and possesses 13 sand beaches.

The Meizhou Bay coast is a fast developing industrial area
forming an important part of the Provincial development strategy.
Soae of the development taking place there are:

1. An oil refinery with 2.5 million tons per year capacity, in
the southern coast of the bay, scheduled to commence opera-
tions by the middle of 1992.

2. A 300,000 tons Ethylene Products Project as a down streas
processing activity following the refinery has been approved
by the Provincial Economic Council.

3. An automobile reconditioning factory has been established in
the north bank by the EKAVA Financial Corporation of Japan
with an investsent of 2.6 billion Japanese Yen.

4. Iron and Steel works with a capacity of 300,000 tpy and
estimated investment of US$ 350 million will be established in
collaboration with Philippines Iron Works Cospany.
Construction work started on the 1st of June and is expected
to take 2.5 years to complete.

5. The Polyester Fibre Factory with an installed capacity of
58,000 tpy and an investment of US$ 350 million will commence
production on August 8, 1992.

6. A processing factory for 64,000 tpy of wheat sprouts for
breweries in co-operation with Golda Corporation of Taiwan
will soon begin construction (Investment USS 15 million).
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7. A proposal for constructing a thermal power station with in
stalled generating capacity of 1.2 megawatts and investment of
over US$ S00 wmillion is under active consideration. An
overseas chinese industrialist, Libo Corporation of Indonesia
have offered to participate in investment.

8. There are two docks 1n the north bay each with a handling
capacity of 3,000 tons, one of which is for container
handling. There are two other docks each vith handling
capacity of 10,000 tons, thus making the total cargo handling
capacity of 26,000 tons. A new US$ 120 million dock with a
handling capacity of 35,000 tons will be set up by the Central
Hinistry of Commumications. On the south bank there is a
tanker berth of 100,000 tons. Further expansion of tie docking
facilities by an exclusive 50,000 tons facility for iron and
steel factory’s ore handling and another for 100,000 tons of
coal under consideration.

The Meizho island derives its importance from these develop-
ments and economic activity taking place around it. It has been
decided to maintain the island as a centre of leisure and recre-
ation for the population in the meizhou bay coasts and tourists
who will naturally flow into the area. The island has the unique
recognition of being the birth place marine goddess Mazo and
houses an elaborate temple dedicated to the deity. More than 130
asillion people in various parts of the world are said to believe
in Mazo. The believers include 14 million people in Taiwan
accounting for some 70 X of its population. Annual pilgrie visits
reach up to 300,000. With the easing of the relations with Taiwan
and the recent opening up of the coastal Fujian to the outside
world more visitors are expected. The number will also increase
with the developments taking place in the Meizhou Bay. The nusber
of visitors are expected to exceed one million before 1995.

The island’s administration has drawn up comprehensive plans to
develop the island 2s a prominent leisure industry centre. Since
1988 about U3$ 11 million has been spent in isproving the
infrastructural facilities. The present water supply capacity
stands at 3,000 tons per day. 10,009 KVA electricity is made
available through sea-bed cable from the main land: an additional
load of 35,000 KVA is being planned. Tele-communication links
with IDD facilities have been established.

Under a master plan, the following 18 different development
projects have been drawn up and are offered for foreign invest-
sent, exclusively or jointly with chinese partners,

47
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Sino. Description Basic Investment
million USS$
1.Hay Shi Park . 18.18
2_Trekking Coeplex 5.45
3.Hazhou Temple Coaplex Already developed by the adainistrn.
4. Sea Bridge 54.55
S.Marine drive 14.55
6.Fresh water lake and Botanic Park 12.73
7.Picnic spot at Special Heaven Cave - 10.91
&.Developaent of Lian Ci Beach as Resort 13.18
9_Lovers®’ Island, with chalets 32.73
(Triangular Peninsula )
10 & 11. A 2.5 ka, 100 2 wice mall 272.27
with a central plaza. )
12.60lf Course 1.2 sq.ka _ 25.45
13.village Clubs/entertainment spots 27.27
14.Sea sports/marine entertainment centre 18.18
15.vVillas 36.36

16.Recreation area with miniature models of
all scenic spots and pilgrim centres of
China and Mazho temples of the world. 14.55
17.60lden Coastal Line Beach development 20.09
(This is a shark free beach)
13.Handicrafts village, production under preparation
and distribution units.
TOTAL 336.36

The locations of these projects are indicated on the attached
map.

As of 31 May 1992, 23 enterprises had applied for allotaent
of land for development; the applications were under process. One
of the interesting cases among them was that of Libo corporation
of Indonesia, requesting for an area of © sakm, more than 57 1 of
the island, for developaent over a ten year period with an
initial investment of one billion Hongkong Dollars. The corpora-
tion has offered to undertake the following 5 projects in the
first phase over a five year period.

1. North area Tourise facilities (Project no.2)
2. Sea Bridge {Praject no.4)
3. Road around the city {project no.5)
4. 6olf Course (Project no.12)
5. Villas in the South area (Proi~ t no.l5)
A final decision on the request had ot L en taken on the date of
the expert's visit to the island, 9 Ju pe 0
4z
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5.1.15 TAI MU TOURIST COMPLEX

Tai Mu mountain is situate 45 km south of Fu Ding town. Within
an area of 60 sq.ka there are 54 peaks, 24 caves, 10 speclalty
rocks, 7 fountain heads, 3 rivulets, 2 waterfalls and more than
360 unique and fascinatingly and naturally shaped rocks, which
reseeble to a great detail human animal and other familiar foras,;
the most famous being the man and woman rock, shrouded in
aythological stories. Together they provide opportunities for
light mountaineering, trekking and similar adventures and for
relaxation.

Ja Yu mountain range has a number of islands in the sea facing
the county and enjoy free port privileges. The mean distance froam
the islands to Taiwan is only 120 n.miles. The sea cost of the
mainland and the island can also be developed into beach resorts.

The area has been declared one of the national tourist industry
focuses. The Fu Ding county government has drawn up plans for
developsent of the area into a first class tourist centre which
contain the following sub projects.

1. Development of a guided mountaineering facility

2 Davelopment of a guided tr :king facility involving walking

through caves, creeks and narrow gaps asong the rocks.

3. Development of a nature cure system in the caves said to
possess curative properties, which have been established by
local experiences and which is being now subjected to
scientific validation.

4. Establishment of summer resorts and tourist hotels both at Tai
Mu and Fu Ding city.

5. A cable way winding through various scenic spots for aerial
sight seeing.

6. Establishment of a mineral water bottling complex to tap the
high quality natural mineral water resources.

7. Establishment of sea entertainment facilities in the island
aountain group of Ta Yu.

& Establishment of light and fish processing industries in the
islands.

9. Development of beach resorts.

petailed investment plans have not been drawn up and so the
exact size and kind of investment is not immediately known.
Nevertheles- the county is very keen on receiving joint venture
offers for the implementation of these programaes.

FTRVIer Vs
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» EXPANSION / MODERNIZATION PROJECTS

.1 L-MALIC ACID

(]
(a3

L-malic Acid is a natural organic Acid found in fruits and
vegetables. Being the pre-curser of oxalacetic and pyruvic acids
it plays an essential role in carbohydrate metabolisa. L-malic
acid is used in soft-drinks, foodstuffs, pharmaceuticals and
toiletries like tecoth pastes, gouth washers and in non-fatty
cosmetic formulations. It is produced commercially by immobiliza-
tion of micro-organisms producing fumarase. The output is said to
correspond in its characteristics to the natural l-malic acid
with over 92.5% purity. The Fuzhou Pharmaceutical Factory produc-
es essentially four grades of the product,

a. Food processing grade, for wine, vinegar, emulsifier and

stabilizer for alcohol, acid based fruit juices and soft drinks

b. Industry grade used in chemical synthesis, detergents,fluore-

chrome, acid washes and dyes.

c. Biochemical grade for use as a Liochemical reagent and sub-

stratua for enzyame assay.

d. Chemical reagent grade for more sophisticated use in chemical
synthesis etc.

Present production capacity for the product is 150 tons per
year. The factory proposes to expand this to 1000 tpy in order to
aeet on-coming demands both from within and abroad. It is expect-
ed that 60% of the product could be exported. Evaluation of the
project by Propspin yielded the following results.

FINANCIAL SUMMARY -
Total Investment: Uss 6,381,000

1.

2. Internal Rate of Return: 652

3. Payback Period: 4 Years

4. Breakeven " 131 Cap Utilization

5. Return on Equity: 597 at Full Operation

6. Return on Investment 59 1

7. Domestic Value added Uss 4,594 million
OGPERATIONS SUMMARY Year 3 Year 5
1. Capacity Utilization (product 1) % 100 100
2. Total Sales: uss 7,109 a 7,109 &

of which exports: Uss 4200 m 4,200 m
3. Total Number of Persons Employed: 255 255
4. Investment per job created uss 25,000 °
50 l
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Assistance Required

The Fujian Pharmaceutical factory has already established a
production line for 150 tons of l-malic acid. It now desires to
expand the same to 1,000 tpy. This would call for additional
investment to the tune of 6.38 million US dollars. The factory
seeks joint venture partnership, the foreign investor providing
the required capital to acquire additional equipsent, facilities
and working capital. The newly estabiished unit can be treated as
a separate entity for the purpose of the Joint Venture though it
will stay within the present preuises and set up. The joint
venture unit may utilise the existing facilities and utilities on
a rental or subcontract basis in order not to duplicate thes.

5.2.2 CEFAZOLIN SObDIuM

Cefazolin Sodiua is a broadspectruam blactam antibiotic with low
toxicity. It is more stable than penicillin against acid or
Blactamase produced by various kinds of bacteria and has already
found wide clinical usage. The Fuzhou Antibiotic Factory in 1989
established facilities for the manufacture of 30 tons per year of
Cefazolin Sodium (Cefazolin V, CP 90 corresponding to USP XXII)
with Italian technical collaboration. After trial production it
was discovered that the technology acquired by the factory was
not appropriate. The problems encountered included unsteady
production process resulting in non-homogenous output, uncompeti-
tive raw materials and very low shelf life of the product. The
product lost its clarity after storage of less than one year. The
product line has already incurred a loss of about US$ 75,000
during 1991.

The factory is now looking for an advanced technology in order
to produce international quality product. It would also like to
look into the possibilities of producing Cefradine, Cefatryzone
and other products of the same group using the available
facilities. Other salient factors of the project are the
following:

1. Investment already made in the production line include
Ferlqntation equipment, Synthesis and Semi-synthesis equipment
capable of producing up to 30 tons of finished product and
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about 100 tons of CPC acid; 6 cooling tewers of -1®C rating;
2 of -2(RC rating all using ammonia; 2 units using liquid
nitrogen cooling up to -60RC; US209B equipment for 100 class
sterility; Crystallization plant and packing line for 40
eillion vials p.a. (Total value about US$ 3.00 sillion)

At the present quality level the product can sell in the local
garket at 3,500 RMB yuan equivalent of US$636 per kg.

The current desand for the product within the country 1s 50
tons/vear and this is growing at the rate of 202 p.a. As such
the whole production will be absorbed by the local market.

_ The desand 1s now beina met by importation and the landed

price is about US$ 600 per kg.

The principal raw materials so far used were corn starch for
fermentation from local sources and d.methylchlorosilane and
trimethylchlorosilane imported froa Europe. Availability of
corn starch is assured.

_ Waste disposal facilities already available at the factory are

sufficient and no additional investament will be needed

605 employees including 30 technical supervisory staff are

available for this line of production.

The project was not subjected to analysis by Propspin as the
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detailed financial data has not been made available because the
s . factory is interested in technical know-how and training only.

5. 2.3 SPECIAL PURPOSE DIESEL GENERATORS

Fuzhou Generating Equipment Factory wWas established in 1955 and
produces the following equipsent.

1. 22 - 1000 kw Automatic Diesel Generating sets powered by
Cusains engines (USA) and with brushless alternators (Petbow
co. Ltd, UK).

3 phase Induction Motor

24-75 kw trailer power plants

Low noise power stations and

sine wave test power source system.

2.
3.
4,
S.
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The total production capacity is determined as 180,000 kw
equivalent. The factory has laurched 2 project to enhance the
capacity to 600,000 kw and seeks new ;echnology for the same.
Cost of modernization is estimated to be around USS$ 3.0 aillien
including a foreign exchange elesent of US$ 1.5 million. Cost of
technology, training and foreign financed equipment will be paid
by an appropriate profit sharing arrangement or out of export
earnings.

5.2.4 DRY TRANSFORMERS

Fuzhou Transformer Factory was established in 1958 and produces
aedius-aini sized transformers and special transformers with
various capacities and voltages combination rating up to 31.5
MVA, 110 XV. It has established the necessary facilities for the
aanufacture of dry type transformers ranging between 250 * 6,300
KVA. However, production of dry transforaers could not progress
auch for want of the appropriate technology. The factory now
seeks technical co-operation in this line and to reorganize the
existing facilities in order to manufacture

dry type transformers, 250 ~ 6,300 kva, 1,000 nos p,a.
csp type transformers, 5 kva ~ 250 kva 5,000 units p.a.
and o0il immersed type 100 kva ~ 31 ava 2,000 sets p.a.

from the present operating capacity of &,000 units p.a of oll
jesersed transformers, on a single shift basis. In order to earn
necessarv foreign exchange to pay for the cost of technology and
other costs, some 20% of the production will be exported. The
foreign partner can also have options to share profits or buy
back part of the production in lieu of technelogy fees.

5.2.5 VDHOS POWER TRANSISTOR

Fujian Semiconductor Factory produces Integrated circuits (Ics)
and transistors along with other sore than 40 items required for
various electronic equipsent. The itess include capacitors of
sedium and high power ratings for TV and acoustic equipment,
semiconductor thermo module for refrigerators, energy saving
lamps etc. A packing line for Ics and transistors was established
in 1984. This was followed by an IC processing line in 1986.

-
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In 1991 manufacturing facilities for 4~ dia. 3 eicron wafer
(50,000 to 60,000 pcs per year) was installed at a cost of US$ IO
millicn. The required equipaent was isported from USA at a cost
of US$ .5 million. The facility is now undergoing test run.

The factory now desires to utilize this facility for manu-
facturina VDHOS power transistors of rating 20w, 40w, 75% and
150u. The local demand for these transistors is expected to grow
very rapidly froa the present level of 50 eillion pcs to 200
million by 1995. The present production capacity in the country
is limited to one million pcs of 20w rating. The factory would
produce 20 sillion pcs of higher rated transistors. As all the
equipment is already installed no new investment is envisaged.

4
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The factery is, therefore, looking for technology for the
production of VDMOS power transistors under a technical juint-
venture on profit sharina or fee basis. The share of the joint
venture partner will be paid out of export earnings of the
factory, not necessarily limited to the earnings out of this

- particular line.

5.2.6 FUJIAN ELECTRUNIC COMPUTER CORPORATION

-Qh\ The corporation, known for its "Lark™ brand coaputers nation-
N wide, is a key enterprise of Fujian Province producing digital y
N processing machines such as electronic computers, cosputer

peripherals and calculators. The corporation 15 an economic

entity integrating industrial manufacturing with scientific

research and technical services. The following units work under .

its uabrella:

Fujian Electronic Coaputer Plant

Fujian Computer Periphery Plant

Fujian Electronic Computer Research Irstitute

Fujian Semi conductor Research Institute

Fujian Television Factory

Fujian Branch of the China Computer Technical Services
Corporation

and Fujian branch of China Software Technology Corporation.

The ne.work under the Fujian Electronic Computer Plant
comprises the following production facilities:
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-Electronic computer asseably plant with an annual capacity of
10,000 aicro-computers of PC XT and AT, 80236, 80386 and 5045e
compatibles.

-Pocket calculator production line with a capacity of 5 mill.pes.

-Production line for 10G,000 prirters a year.

-Winchkester disk production line for 60,000 pcs per annum.

-Audio tape unit with an annual capacity of 4 eillion.

-Printed circuit board production line for 120,000 boards.

-An integrated circuit line.

-Computer / Printer Cable making line for 6 million cable sets

-House asseably line for 300,000 units per year.

-Key board assesbly unit for 130,000 pcs per annum and

-A softuare developeent unit.

The Plant has entered into several joint venture arrangesents,
some of which are sentioned below.

- Manufacture of calculators with Paizung Electronic co. Ltd,
Hongkong

- Manufacture of educational computers with Fujian Electronic
Iaport and Export Coapany, Fujian Semiconductor Factory and
Minja Company of Hongkong.

- Production of Printed Circuit Boards with Fude PCB Company Ltd.

some of its customers for softwares had been SAMING of Japan
and MSU Company of the United Xingdoam.

The corporation now wishes to consolidate its experience and
expertise by undertaking an expansion prograsse in three phases.

Phase 1. Expansion of production facilities for:

sicro computers: from 10,000 to 20,000 units
computer / printer cables from & aillion to 10 million sets

Mouse fros 300,00C to £00,000 units
keyboards from 180,000 to 300,000 pcs and
adding a line for 300,000 power supply units.

This exercise will call for invesiment in additional testing
equipment particularly, Service sounting testing equipment. This,
together with cost of adaptation of the results of the R&D
department, is estimated to require an investsment of US$ 5.0
million. Estisates based on the present level of profitability of
the relevant production lines show that the new investment will
generate an after tax profit of US$ 3.3 million per annuam.
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Phase II. Establishsent of a Hard bisk Service Centre.

There are very few centres in the world which can service the
hard disks and practically none on coamercial lines. The
winchester disks, the so called hard disks, frea their very
delicate nature are prone to easy damage and once dasaged, are
discarded as unserviceable. These damages can be effectively
rectified by a judicious combination of technical human skill and
electronic testing devises. In the developed countries where the
disks are manufactured, and so dasaged, cannot afford to such
rectification owing to high man-power costs. This plant has the
unique advantage of possessing necessary expertise and cheap
technical sanpower to be able to undertake the task of repairing
the hard disks on a comsercial scale. It is proposed to lncrease
the repairing and testing facilities at home and to establish
overseas collection centres for damaged disks. The investment
required has been estimated to be around US$ 2 sillion. From the
reports on the level of damages to the hard disks the plant
expects to collect 15,000 disks locally and 35,000 from foreign
countries each year. The plant expects to make approximately one
aillion US dollars as profit before income tax on this account,
as per the following calculation.

purchase price of damaged units Uss 4.00 each
Collection, Transport and insurance 2.00
Manpower, spares and supplies 10.00
Total cost per pc 16.00
selling price of reconditioned unit 35.00
Surplus 17.00
Total surplus on 50,000 units Uss 950,000

phase I1I. Strengthening the software production and development
base.

The plant has already gained substantial expertise in
development of custom made softwares and popular games by execut-
ing orders for various industrial as well as commercial clients.
It is now proposed to strengthen the software base by :

-importing software production line

-establishing a software production shop

-establishing a software tape base and software development
centres for micro cosputer software, CAD / CAM software and Net
work softuware
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the investaent in equipment and personnel training 1s estisated
to be one eillion US dollars. It is expected that annual income
of USS 0.5 million could be generated froe software sales.

The Corporation looks for interested investors, preferably with
: the necessary technical background, to fora one or more joint
- ventures to realize the above three phases.

rea Asriins SN

.7 MANEI SHIP YARD

5.2
AND
$.2.2 HAWEI SHIP REPAIR DNCK

As the xost ancient ship building enterprise in China the Hawel
Ship Yard has a long history starting fros its founding in 13586
As witnessed by the still existing remnants of the earliest
mechanical workshop at the ship yard site, the enterprise pos-
sessed sophisticated equipment and boasts to have a tradition of
experienced shipbuilders.

In the recent past the shipyard has built a nusber of cargo
carriers and barges of S000T capacity. In 1986 it built in

x cooperation with IHC company of Holland a 2300 a3 trailing
suction hopper dredger suitable for dredging the so called 'iren
hard silt’. Other jobs executed include coastal cargo vessels of
1000 and less DWT, 30007 oil tanker, 141 ft floating container
cranes, pontoons, hydraulic splitting barge, 3000T deck cargo
barge and 600 kw purse seiners and tugs for export to Malaysia, ;.
Singapore, Hongkong and Peru. The latest in the series is a
i 7.3007 multi-purpose container vessel for a German client.

;4422 '

The ship repairing dock attached to the shipyard has service
capability to handle ships with tonnage upto 20007 though it has
occasionally handled large ships upto 25,000T.

The ship vard has undertaken two development programmes one to
enhance the capacity of the shipyard to enable it build at least
two ships every year of tonpage 20,000 DWT and two ships between .
7,000 and 15,000 DUT; and the second to comsensurately increase
the repair handling capacity of the dry dock. The ship yard is
interested in appropriate joint-venture arrangements for both the
projects, either jointly or severally, with investors with
advanced technologies in the field. The existing equipment of the
shipyard are serviceable and only need to be supplemented by a
few additional equipment to meet the higher quality standards
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§ expected of the emnhanced facility. A list of the presently
: avallable equipment and other facilities is attached to the §
‘ project profile. i
4 The projects were subjected to screening by PROPSPIN and the :
tentative results are as shown below. H
SHIPYARD: DOCKYARD -
Internal rate of return 19 2 172
Payback period 8 years 7 years
Breakeven point 44 2 542
Debt / Equity ratio (initial) 70:30 70:30
year & year 9 year 3 year 5
total Sales  USS$ 36.40 m  45.50 m 4.16 m S5.20 m
Exports uss 32.80m 41.00 1.61 = 2.27 a
Capacity operation 50 2 100 2 20 I 100 2
Eaployees 2,157 2,696 322 400 ,
h
5.2.9 FUJIAN HYDRO-ELECTRIC FOUIPMENT WORKS
¥ .
\§ The factory produces complete range of equipment for small and :

medium sized generation of hydroelectric power. Generators

- produced fall into both Vertical shaft and Horizontal shaft
\ ~ categories with capacity ranges from S0 kw to 100,000 kw. The

: Factory has a production capacity of 6 units of 120,000 kw
equivalent. The products are generally sold in the local market;
but they have also been exported to Equatorial Guinea, Malaysia
and other South and Southeast Asian countries from where substan-
tial demand is forthcoming. It is proposed to eipand the capacity
to 200,000 kw. with an addiiional investment of US$2.725 aillion.
The modernization programme includes

-establishment of a new welding workshop with advanced tech
nology so as to centralize the work which is being done on
shop-floors.

-establishment of an upgraded test station for generators and
eotors with digital control systeams.

-introduction of CAD system for designing

-improvement to utility services and a few additional
equipment.
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Gross value of existina equipment is arcund US$ 4.00 million
and the current depreciated value is takea as US$ 1.00 for
calculation purposes. PROPSPIN analysis yielded the following
results.

Internal rate of return 27 1

Payback period S years

Breakeven point 70 1

Debt / Equity ratio (initial) 52:48

Return on Equity 23¢ 1 on full production

year 3 year 5
Total Sales uss 14.53 15.16 million
Exports uss 3.93 4.9] aillion
Capacity operation 80 2 100 1
Eaployees 1,570 1,922

5.2.10 NANPING FORKLIFT FACTORY

The factory was established to manufacture 10,000 pa farm trac-
tors and allied implements. Later it diversified into manufacture
of battery driven forklifts aad trucks. Currently, with the
technical know-how from Komatsu of Japan the factory is producing
500 units p.a of forklifts. With the on-going rapid industrial
developaent, the demand is expected to go beyond 16,000 units
p.a. as against the present level of 3,000. The factory has
decided to enlarge the production of forklifts and dispense with
that of the tractors. Total investment in the reorganized set up
will be US$9.¢ million including the existing facilities valued
at US$ 5.3 million; the new investment being US34.5 million.
Analysis by Propspin showed the following:

Internal rate of return 16 X

Payback period 7 years

Breakeven point 69 X

Debt / Equity ratio (initial) 34:66

Return on Equity 30 % on full production

. year 3 year 5
Total Sales

Uss 17.12 21.40 sillion
Exports Uss 7.23 9.04 aillion
Capacity operation g0 1 100 2

Employees 846 1,010
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5.2 11 SHUNG CHANG PAPER MILL

This mill was established in 1953 with a capacity to produce
4,000 tons of pulp from reecs, 1,500 tons of glazed paper ang
4,500 tons of paper bags. The new proposal is to acquire a modern
set of equipaent and to re-organize production as follows:

Existing Pulp Mill 4,000 tpy -
Hew Pulp Hill 4,000 tpy
Chemical Recovery Plant 1,700 tpy of NaOH

Targeted Production : Coated White Paper 10,500 tpy
Double Glued Paper 2,310 tpy
Glazed Paper 1,700 tpy

The total Project Investment is indicated to be Uss 15.15 million
(us$ '000s)

Existing additional Total
Land & Buildings 2,630 3,200 5,830
Plant & Machinery 1,000 6,450 7,450
Working Capital 1,000 300 1,900
Total 4,630 10,550 15,180

External financing for the additional investment of US$ 10.55
pillion is sought by offering the facilities for a joint venture.
The amount can be raised partly by way of ioans froa local
sources depending upon the amount brought in by the foreign
partner as egquity. The following capital structure is suggested.
Nevertheless, the sponsors would accept the whole amount of 10.55
if put in by the foreign partner.

Local Foreign Total
input input
Equity 4,630 4,630
Loan 4,550 6,000 10,550
Total 9,130 6,000 15,180

7

Though the investment is sought in foreign currency, the equip-
ment etc. will be procured from the local narket as plant fabri-
cation facilities are lecally available within the Fujian
Province.
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Financial analysis of the Project yielded the following summary
results.

Internal rate of return 13 2

Pavback period 8 years

Breakeven point 64 I

Debt / Equity ratio (initial) 63:37

Return on Equity 30 2 on full production

Total Sales US$ 12.00 million on full production
Eaployees 700 -

S.2.12 KAOLIN PROCESSING PLANT

Minxi Kaolin Company was established in 1984 to exploit the .
vast resources of high quality kaolin in the Longvan prefecture.
The clay in the mines worked by the company, has the following
composition :

Alz03 13 - 20 1; Sig2 70 - 72 2
which after processing improved to 36X and 48 I respectively. The
iron content in the clay is around 0.39%. The processed kaolin
has been found suitable for many industrial application such as
in pharmaceuticals, paper, porcelain etc. The present clay han-
dling capacity of the plant is 110,000 tons which yields 9,000
tons of processed clav { 600 tons of paper grade, 6,000 tons of
porcelain grade and the rest for other uses). The project aims at
enhancing the washing capacity to 260,000 with the following
yields.

Paper grade 10,000 tons

Refractory grade 10,000 tons

Porcelain grade 34,000 tons

£0,000 tons could be sold as raw clay. The total clay handling
capacity would be 320,000 tons. A feasibility study is under
preparation. The tentative figures provided by the sponsors when
analyzed using Propspin provided the following indicative fig-
ures, subject to confirmation by the study.

Investment USss 12.65 aillion
Internal rate of return 29 1

Payback period 6 years
Breakeven point 44 1

Debt / Equity ratio (initial) 70:30
Return on Equity 133 2 on full production
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year 3 year 9
Capacity utilization 502 1002
Total Sales uss  5.537 10.121 aillion
Export 4.534 §.506 °
Employees 35 70

5.2.13 TRICOORDINATE MEASURING KACHINE -

Jingu Precision Machinery Corporation is the only producer of
this machine in China and uses imported critical components like
Touch Trigger Probe (Reinshaw, UK), Linear Encoder (Germany) and
Precision air filter (Japan). All other parts are locally made
either at the works or in other local factories. The products.
have been well received within china and abroad. The Project aims
at enhancing the capacity froa the present 8 sets to 120 sets
p.a. with an investment of USS 7.4 million, largely to cater to
the growing local demand. PROPSPIN analysis of the enlarged set
up showed the following results:

Internal rate of return 25 2
payback period 7 years
Breakeven point 55 %

Debt / Equity ratio (initial) 70:30
Return on Equity 113 2 on fuli production

year 3 year 5
Capacity utilization 302 1002
Total Sales Uss 2.938 9.792 million
Export 576 1.920 °
Employees 1438 400

5.2.14 BRUSHLESS GENERATORS

The Xianyou Generator General Factory is producing 250,000
brushless generator units for automobiles. Having reached the
full capacity operation the factory now desires to establish a
second parallel line of production. The data provided by the
factory on the cost of production was inadequate and the consul-
tant had to make certain assusptions particularly with regard to
overhead expenses and rate of consuaption of raw materials and
utilities. In the absence of a feasibility study the figures and
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assumptions were not rechecked. Subject to this lieitation, the
Propspin analysis returned the following indicators.
Jotal Investaent US$ 6.00 million
Internal rate of return 15 %
Payback period 7 years - §
Breakeven point 54 X a
Debt / Equity ratio (initial) $0:50 ]
Return con Equity 27 2 on full production ?
year 3 year 3 year 7
Capacity utilization 302 801 1002 -
Total Sales Uss 9.000 12.000 15.000 million
Export 1.030 1.440 1.800 "
Employees 432 556 650
5.2.15 AUTOMOBILE (MGTOR) PARTS
The Putian Internal Cosbustion Engine Fitting Plant manufac-
tures series of motor fittings such as brake shoes and hub covers
for more than fifty types of domestic and foreign motorcycles and
light motor vehicles. The factory has a well established export
aarket. Facilities available include pressure casting and die
making workshops. It is proposed to enhance the production
capacity for brake shoes from the present 4 million pcs per year
to 9 aillion. Enhanced production in the following fields is
also envisaged.
Com-lete brake system 105,000 units
Wrenches 105,000 sets
Motor Engines 105,000 units
gears 1.2 million
The factory will be relocated at a new plot. The estimated
investment is US$ 5.23 million including US$ 1.00 million worth
equipment already possessed by the factory. The total construc-
tion time will be 2 years and the existing factory will stop
operations for about a year as soon as the new location is ready ’
to receive equipment for erection. PROPSPIN analysis of the new
set-up showed the following results.
a3
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Internal rate of return 44 1
Payback period 5 years
Breakeven point 27 1
Debt / Equity ratio (initial) 43:57
Keturn on Egquity 22 2 on full production

year 3 year 5
Capacity utilization 50% 1002
Total Sales Uss  4.342 5.624 aillion
Export 6.469 1.338  ©
Employees 400 700

5.2.1¢ GRAPHITE PRODUCTS

Nanping Chemical Factory has an old plant with a carbon produc-
tion line. It is proposed to reorganize the plant with additional
equipment and advanced fire working procedures such as pressing,
roasting, impregnation, graphitisation etc. The modernized plant
will have a production capacity of 5,000 tons of various graphite
products such as:

graphite electrode 3,500 tpy
graphite positive electrode 1,500 tpy
graphite carbon 500 tpy.

The plant would need an additional investment of US$6.08
million. The value of the existing plant is not readily assess-
able and therefore ignored for analytical purposes. The PROPSPIN
analysis provided the following figures.

Internal rate of return 13 2
Payback period 8 years
Breakeven point 71 1
Debt / Equity ratio (initial) 86:14
Return on Equity 65 £ on full production

year 3 year $
Capacity utilization 802 1002
Total Sales Us$  6.155 §.207 million
Export 4.774 6.365 °
Eaployees 251 320
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5.2.17 GRANITE PROCESSING

putian Jing Pu Precision Machinery Company has been processing

granite for its own consusption as slabs and foundation/base for
the tri-coordinate seasuring equipment. The company now intends
to diversify into granite slab manufacturing to fully utilize the
granite resources and the trained manpower for greater value
addition. The main products will be:

Precision Base Slab for measuring and copying instruments

Precision Elements other than base slab for such instruaents

and Polished granite slabs as a building material.

The plant has also undertaken an experimental p(oduction of ~
granite artifacts by hand engraving and sketching. It is intended
to institutionalize this activity.

Investaent in the new set up will be US$5.57 million. The
proposal when evaluated with PROPSPIN, yielded the following
results.

Internal rate of return 18 1
Payback period 9 years
8reakeven point 51 2

Debt / Equity ratio (initial) 70:10
Return on Equity 96 ¥ on full production

year 3 year 5
Capacity utilization £0% 1002
Total Sales uss 1.378 1.6891 aillion
Export 0.780 1.080 "
Employees 150 200

5.2.1¢ HOTOR ELECTRONIC TGNITION SYSTEM

The Ming Dong Radio factory is producing ignition coils for
various models of local and foreign cars, and motor cycles. It
has a production capacity of 300,000 units p.a. The present
project aims at producing technically advanced high power igni-
tion coils ( 0.6 million units per year) and high voltage resis-
tance cords (distributor cables, 1.0 sillion sets of 5 cords).
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Both the products are new lines and require ecuipment as well as
technoloay. The existing land and buildings will be used for the
new lines of production and are valued at US$ 2.62 aillion. The
new investment required is US$2.4& million for the purchase of a
complete production lire for the distributor cables, vacuum
casting plant for hot and cold working liquid systes, winding ma-
chines, dies and accessories, US$ 2.80 million for working
capital and US3165,000 for addition to buildings. PROPSPIN
anaiysis provided the followirg indicators. .

Total Project cost ' USS$ &.06 million

Internal rate of return 28 2

Payback period 6 years

Breakever point 43 1

Debt / Equity ratio (initial)} 55:845

Feturn on Equity 76 2 on full production
year 3 year 5

Capacity utilization 502 1001

Total Sales Uss  9.205 11.507 million

Export 2.320 2.900 "

tEeployees 333 400

5.2.19 NATURAL BEVERAGES

Fuan county in Ningde Prefecture is rich in fruits and vegeta-
bles. Fuan Min Dung Canned Food Corporation has been running a
factory to produce 10,000 tons of canned fruit and vegetable
juices since 19§1. The corporation now intends to expand its
capacity to 30,000 tpy and add a production line for bottling of
mineral water. The proposed expansion would call for neu
investment to the tune of USS$ 11.45 million and has & foreign
exchange content of US$ 5.91 million. The equipment to be import-
ed include a can making plant with a production rate of 500 cans
per ainute, a blow moulding machine for plastic bottles with a
production rate of 1,500 bottles per ainute and a filling and
sealing machine with a speed of 500 bottles per minute at a total
installed cost of US$ 4.08 million. Working capital required in
foreign exchange is US$ 1.83 million. Including US$ 1.07 million
being the value of existing assets, which will be used in the new
set up, the project will cost US$ 12.52 million. PROPSPIN
ANALYSIS of the project as expanded showed the following suemary
results:
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Internal rate of return 61 1 J
Payback period 3 years \ :
Ereakeven point s1 2 |
pebt / Equity ratio (initial) 21:9 i }
|
year 3 year 5 i

Capacity utilizatien 202 100X
Total Sales Uss 67.407 74.897 aillion |
Export 15.349 17.054 ° |
Eaployees 92 98 |

.2.20 XIAMEN PACKING FACTORY

The Xiamen Packing Factory was established in 1962 and has ever
since been engaged in the manufacture of corrugated paper boxes.
In 1935 the factory imported an automatic corrugated paper board
production lire from Italy and a double colour printing machine
from Japan which form the present capacity of 15 million sqm per
year. The factory now plans to import a production line together
with a tricolor flute printing machine with the latest technology
of the 1990s from USA in order to expand its capacity to 40
gillion sam. p.a. The total investment envisaged is US$ 10.1
aillion and includes US$ 5.00 million for isported equipment as

follows:

Land and site preparation UsSs 2.60 million

Buildings and civil works 0.17

service facilities 0.73 '
plant and machinery 5.50

Pre-production costs 0.10

Working Capital 1.00

The foreign participant is expected to contribute for the
iaported equipment and foreign element of working capital which
together will be US$ 5.5 nillion.

Though a feasibility study was said to have been made it was
not readily available for the consultant's review. As the data
provided was inadequate, analysis by PROPSPIN was not attempted.
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5.2.2] LONGYAN PRECIPITATUR FACTOQRY

This 1s one of the factories run by the Longyan Air Polluticn
Control Equipment Coapany. The factory was established in 1971.
.- In 1986 the factory introduced production facilities for
electrustatic precipitator in co-operation with General Electric
Environmental Services Inc. (GEESI) of the USA. Arrangements with
GEESI include joint bidding and designing. This is the only
cospany in China using electrostatic technology for the produc-
tion of precipitators and it enjoys 35-40 X share of the doamestic
market for pollution control eguipment. The products have been
exported to countries like Indonesia, Malaysia, Thailand, Philip-
Ve pines, Iran and Pakistan. The present range of major products and
the expansion plans under the project are as under: '

Present level Production level
of Production after expansion
_ p.a p.a
Electrostatic Precipitator
with High Voltage Rectifier 300 sets 500 sets
Do with Low Voltage Power Supply
' Control Equipment 200 " 500 "
Electric Precipitator 500 sqM 1,500 sqM
(1,500 tons) (4,500 tons)
T Bag Precipitator 10,000 sqH ¢0,000 sqgM
A3 ( 600 tons) (3,500 tons)
Testing Equipment 200 sets 500 sets

S . The total additional investment required for the expansion has
been estimated as US$ 1.2 million as follows:

Design and Engineering Uss 10,000
Building and Civil Works 390,000
Service Facilities/Housing 200,000
Plant and equipment . 600,000
Working Capital 600,000

The equipment to be procured include CAD, design copy machine,
Type C iron core, Power Saving Transformers, vehicles and some
additional production equipment.

The factory is seeking financial Joint venture arrangements
with an investment of 90 ¥ of the additional funds required, vi:
US$ 1.62 million either in the form of equity or soft loans. The
overseas partner will also be responsible for export marketing.
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However, as the domestic desand is also substantial enly 302 of
the production will be exported in order to generate foreign
currency necessary to meet debt service obligations.

Although a copy of the Feasibiiity has been provided to the
consultant it was not possible to get it fully translated into
fnglish or to remodel the figures to suit the PROPSPIN reguire-
sents and therefore an analysis was not done.

5 2.22 WASTE WATER TREATHENT PLANT

Nanping Paper Mill has a production capacity of 200,000 tpy of
pulp and paper, with the recent expansions carried out. The waste
water treatsent facility remains at the pre-expansion level.. The
Mill seeks assistance in the fora of bilateral/sultilateral
grants or suppliers’ credits at low interest rates to augaent the
treatment facilities. The following particulars have been
provided by the mill.

Production . 200,000 tpy

pollution Load . a. Waste Water 33,070 t/d
b. COD Cr 13,313 kg/d
¢. BODS 10,775 kg/d

sources of Pollution: a. 150 t/d CTHP Plant

Waste water : 8,160 tpd
copCr - 1,215 kg/d
BODS - 6,375 kg/d

b. 300 t/d Bleaching Groundwood Mill
Waste water : 2,910 tpd
coDCr : 2340 kg/d

¢. 170 t/d Bleaching Kraft Pulp Mill
Waste water : 22,000 tpd
copcr : 16,258 kg/d
BODS . 4,400 kg/d

Capacity of the existing plant 13,000 tpd of waste water
Additional capacity required . 20,000 tpd of waste water
fstimated cost . US$ 5.00 million

Process used and desired for the new one: Bio-treatment

69
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Adaissible Pollution Standard:
: Waste water quantity: 240 a3/7 pulp .
, B0DS : 7.2 kg/T pulp { 30 §
eg/1)} 3
coDCr : 24 kg/T pulp (100 {
ng/l1) :
AOX : 1.5 kg/T pulp ( & '
ag/l) .

The existing plant has failed to reach these standards and as
such would require necessary modifications and / or appropriate
technology.

Az the proposal does not fall within the purview of interne-
tional commercial investaent and also because adequate financial
data has not been provided by the Hill a project profile has not
been prepared for this pruposal. However, the information may be
passed on to any interested investor / supplier already regis-
g tered with UNIDO Investment Centre(s). :
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t.0 CCNCLUSIONS AND RECOMMENDATIONS

40 industrial development project proposals were selected out of
the numerous items offered by the provincial authorities fer
overseas co-cperation. The selection was restricted due to the
fact that

a. Some of the proposals involved meager amounts of investment
not likely to be of interest to foreign investors, perhaps
with the exception of compatriots from Taiwan, Macao or else
where.

b. Some of the proposals needed more time to collect the neces-
sary physical and financial data to justify the project
viability.

¢. There was a time constraint on the physical nuaber of
proposals that could be processed.

Jisa kmar s S

The selected projects are recommended for promotion through
UNIDO IPS Network.

Two Leisure industry coaplexes have been included in the
portfolio. Each of the complexes contains several sub projects
X which may attract different foreign investors. Detailed studies
gay be needed on these sub projects in due course.

! L The proposals also include a project on the manufacture of
I\ Photo voltaic cells which involves acquisition of the latest
‘{ technoloagy on the subject and an investament of US$ 44 million.

The propesal needs thorough study and detailed investigation

A before it can be implemented. Sufficient technical knowledge at
the advanced level of the state of art is not immediately avail-
able within the the country. The project sponsors have requested
for international assistance for conducting a feasibility study.
It is recommended that UNID) organizes the conduct of the study
through a suitable agency with proven technical knowledge of the
nost advanced level.

As mentioned earlier a large number of proposals could not be
processed during the mission for various reasons. Never-the-less
a definite need exists for the further formulation and promotion
of these projects. The ideal solution would be for the provincial
governaent to establish its own facilities for the purpose. It is
suggested that two or three officials of the provincial
government be trained in project formulation and promotion
methodology at UNIDO IS for a period of é months each.

QG SIS L
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UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Project in the People’s Republic of China

Job Description

Post title: Expert in investment project identification, formulation and §

screening. H
. 1

Duration: 2 m/m !

Date required: 15 January - 15 March 1992

Duty station: Fuzhou, and possibly with travel within the Fujian province.

. Purpose of the to support the Government, especizlly the Fujian local

consul tancy: Government to expand the province’s industrial production by

identifying potentially wviable industrial investment
N e projects which require financial, technical , managerial or '

other resources for their implementation through any form of
business-oriented industrial co-operation between national
investors and suitable foreign partners. The identified
investment projects will be subsequently promoted by UNIDO.

Duties: In close cooperation with the Fujian Commission of Foreign

. i Economic Relations and Trade, Division of Foreign Investment '
Management, with the UNIDO Centre in Beijing and with the
development banks and other related organizations/institutions.

\ the consultant will undertake/assist in the identification,
formulation and screening of investment projects and the assess-—
ment of their national and foreigrn investors.

Specifically the consultant will be expected to:

I\ - conduct & brief sectoral study on manufacturing sector in
‘§ the Fujian province, especially on agro-industry,

petro-chemical and paper processing industry;

- review the proposals and studies on investment projects
A\ (new, expansion or rehabilitation projects) accepted or
’ submitted by national/foreign investors from the private and

( public sector and, to the extent possible, assess their

soundness from the economic, technological, marketing and

financial points of view; the seriousness and qualifications

of the investors, especially their capacity/willingness to

invest; with a view to selecting those projects which are

potentially suitable for promotion;

- formulate the selected investment projects by preparing

project profiles according to the UNIDO (11D) format;

- to the extent that data is available, wuse the UNIDO

PROPSPIN computer software to screen all selected investment

projects;




- prepare a brief report setting out his findings and
recommendations to the Government on further action or
assistance which might be required in the field of
identifying and promoting industrial investment projects and
related matters such as investment climate improvement,
creating or improving environment for expanding private
sector activities, etc.

L A e I

Qualifications: Industrial economist/business administrator with extensive
experience in investment project identification, formulation
and screening using computer software especially the UNIDO
PROPSPIN, pPre-investment studies, and preferably with
familiarity of the region.

Language: English.
Background information: ,
- During the visit to UNIDO Vienna on 21 October 1991, the
) Vice-Governor of Fujian province requested UNIDO’s

assistance in the mobilizatior of foreign investment
resources for the Fujian Provinc:, P.R. China. Selected
sectors have been identified by the government and they
expect investment projects could be identified and completed
to be promoted by UNIDO network of IPSs and other focal
points.
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ANWVEX - |
CHART OF PREFERENTIAL

POLICIES FOR FOREIGN-INVESTED ENTERPRISES *

.y

CATEGORIES OF TAXES

AREAS

Foreign-invested enterprises engaged in
production and rescatch

Joint ventures

Caoperative  and
owned enterprises

wholly-

Entcrprises engaged in encrgy, communications, purt construction , and
technalogy- or knowludge-intensive proje
exceeding U.S. $§ 30 million

ct: with oversecas investment

XYl JN0d1l

Non- productive enterprises

Joint ventures

XYL INOINI ISIHdYTING

by three years of 5044 reduction

COASTAL
FECONOMIC
rFuziou OP'EN AREA -
XIAMEN FU?.I[()U CIrY (COUNTY (/)\:l'l!l/\":
S.E.Z. ET.D. 7. PROPER SEATS, '
SATELIITE
TOWNS)
21% 24% 30%
159 16% ]
5% 20%-- A0% wf(h an R0 20-10%
discount
15% 15% 15% . 15% 15%
0% 0% 30%, 0%
15% .
20-—-40% 20 --40% 20--40% 20-—-40%
12% T12% 15%
) lUl
10% 7 Hall of 80% discount of 20 - 20 -40Y%
' 0% reduced to half
Two years of exemptiun followed Same as left Same as left Same as left

Two years of exemption followed
by threc years of 50% reduction

For undertakings In agriculture, forestry, and
animal husbandry ,one year of exemption follewed
hy two years of reduction

owned enterpriscs

Cooperative and  wholly-
ownced enterprises
Aiter the expiration of the period for tax | Joint ventures
exemplion or reduction, export-oriented
enterprises, whose exports in that year
euceeds 70% of their total output value | Caoperative ard wholly-
in the same year owned enterprises
Juint ventures
Productive
enterprises Cooperative and  wholly-
The period for tax owned enterprises
exemption or
reduction ( with the
duration of business .
excecding 10 years) Joint ventures
Non-
productive
| enterprises Cooperative  and  whelly-

One year of cx- |Twuo yrars of ex

56% reduction |10% reduction

emption followed femption followed
by twa years of [hy three years of

Same as left

Same as left

Same as lelt

(with overseas
investment ex- /
ceeding US

$ 5 million)
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Wath the
busines exeeeding 10 years

duration ul

Technalogically
advaneed

cnlerpries

With the
busiiess uniler 10 years

tharation of
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Juint ventures

Ordinary fareign - iny exted CALErprises

Couperative  and
owned enterprises

wholly -

1S

Three years of
exemplion
followed by
six years of
60% cduction

Same as Jeft

Far  juint  ventures, 1wo ymvj [
H [} [) g
fullowed by six years of 5H0% vcdn‘(lunu o
canperative and  whaolly awned  enterprises, three
years of H0% reduction

of  exempion

Three years of
650%4
reduction

Same as left

Same as left

Same as left

Same s lelt

Export-oriented and technolugically - advanced enterprises

Joint ventures

Export-orient=d and technulogically -advanced enterprises

taterprises engaged in CNETRY y CoMmmMunications, purl construchion , and
technology - of knowledge-intensive Projectn, with uverseas investiment
exceethng US S 20 'nillion

10% of
income tax
- Exempled .
Exempted Exempted Exempied - far & years
104
of incaoine
Exempted Exempled Exempted Exempied Exempled
L) L)
Exempled LExempted 10% 0% 1044
Excmpred Exempted Exempled Cxempted Exempted
[}
~
Exempted Excmpted Exempled Exempted Excmpted
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The equipment and building materials for sciting up the factory, the raw
materials for manufacturing export products and the vehicles for production
use imported by f{urcign-invested enterprises as part of their investment

.

M
Fxempted {or
joint ventures,
and wholly-
awned enterpri-
ses, [or coupera-
live enferprises,

Reasonable nutnber of vehicles (sedans and vans) and articles for office use
imported for their awn use by the foreign-invested enterprises within their
total investment

Export products of the foreign-invested enterprives which should be levied
with an export duty (except those restricted by the state)

Household supplies and reasonable nuinber of vehicles imported by [oreign
investors,technicians and employees {or their own use

Rcasonable number of vehicles (sedans and vans) and articles for officr use
imported by the export-oriented and technologically-advanced enterprises
within their tatal investment

Exempted Fxemptud Cxempted Cxempted preferential termd
will be offered
for their importe
equipiment accut -
ing (o the nature
of their businesy

Exempted Exempted Exempted Exempted

Exempted (for thase restricted .

by the state,only customs duly Exempied

will be exempted)

' - Fxempted for
Exempted Exempted Exempted Exempted Falwan businesses
Exempted Exempted Exempled Exempted Exempted

'

HOUSE PROPERTY TAX

The annunl tax rate will be 1. 2% calculated according to the baok value of the house
praperties owned by the enterpriscs alter deducting the depreciation funds

YEHICLE LICENSE DUTY

The annual twx for each passenger vehicle varies from 160 to 300 RMB Ylfnn (160
for one with 7 or less seats, 240 for one with 8-—40 seats, 320 for one with 4‘.'.0r
more scals) ; for cargo vehicles, 56 Yuan per tonnage per year cnlcnla(c:(l according
to net tonnage. The tonnage dues of motor ships will be callected by the Customs, and
the license duty will be exempted

PENIRVIPOSY . 7 2 I
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Chapter | General Frovisions -

Article 1

The Regulatior'ls hereunder are formulated with a
view to facilitating the implementation of the Law of
the People's Republic of China on Joint Ventures
Using Chinese and Foreign Investment (hereinafter
referred to as the Law on Chinese-Foreign Joint
Verntures). ’

Article 2

Joint ventures using Chinese and foreign invest-
ment (hereinafter referred to as joint ventures)
established within China's territory in accordance
with the Law on Chinese-Foreign Joint Ventures are
Chinese legal persons and are subject to the
iurisdiction and protection of Chinese law -

Article 3

Joint ventures established within China's territory
shall be abie to promote the development of China’s
economy and the raising of scientific and technologi-
cal levels for the benefit of socialist modemization.
Joint ventures permitted are mainly in the following
industries: .

(1) Energy development, the building material,
chemical and metallurgical industries; ’
(2) Machine manufacturing, instrument and meter
industries and offshore oil exploitation equipment

manufacturing;

(3) Electronics and computer industries, and
communication equipment manufacturing;

{4) Light. textile. fcodstuffs. medicine. medical
apparatus and packing industries;

(5} Agriculture. animal husbandry and fish breeding:
(6) Tourism and service trades.
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Articte 25

Foch participant to 3 juint venture rmay coutribute
cash or huildings. premises, equipment or other
rmaterials mdustrial property, know-how, right to the
use of asite as investment. the value of which s ialthe
ascertained If the investment is in the form of
buildinzs. premises. equipment or other materials,
irdustrial property or know-how. the prices shall be
ascersaned throuzh consukation by the parties to
the roint veriure on the basis of fairness and
reasonableness. or evaluated by the thitd party
asreed upon by pariies to the joint veniure.

Asticie 26

The foreign currency comtributed by the foreign
participant shall be converted into Renminbi
according to the exchange rate announced by the
Siare General Administration of Foreign Exchanege
Contiol of the PPeople’s Republic of China (herein-
after referred to a< the State General Administration
of Forrizn Fachanze Controll on the day of us
cuhmssion or he cross exchanged into a predeter-
nuned foreign currency.

Skou'd the cash Renminbi contributed by the
Chinese participant be cunverted into foreign
currency, it shall be converted according to the
exchange rate announced by the State Administra-
tion of Fareian Exchance Control on the day of the
submission of the funds.

Article 27

The machinery equioment and other materials contri-
buted a< investment by the foreign particivant shall
meet the followine conditions:

(1) They are indispensable to the production of the
joint venture;
71 - isnahle to manufacture them, or manufac-

tures the only at tee high a price, orthen t=chnical
performance and time of availability cannot meet the
demand:

{31 The price fixed shall not be higher than the
current international market price for similar
equipment or materuls

Article 23

The industrial property or know-how contributed hy
the foreizn participant as investment shall meet one
of thie following conditions:

{1) Capable of manufacturing new products urgently
needed in Chira or products suitable for export:
{2i Capable of improving markedly the performance
quality of existing products and raising productivity:
{31 Capable of notuble savings in raw materials. fuel
or power.

Article 29

Foreign participants who contribute industrial
property of know-how as ir.vestment shall present
relevant documentation on the industrial property or
know-how. including photocopies of the patent
certificates or trademark registration certificates,
statements of validity. their technical characternistics,
practical value. the basis for calculating the price and
the price agreement signed with the Chinese
participants. All these shall serve as an annex to the
con'ract.

Article 30

The machinerv.equinment or other materials.indus-
trial property or know-how contributed hyv foreign
particinants a< investment shall be examined and
anproved by the department in charge of Chinese
particinant and then submitted to the examinatior
and anpraval authority for aporoval

Article 31

The parties to the joint venture shall pav in all the
investment subscribed according to the time limit
stipulated in the contract. Delay in pavment or
partial delav in pavment will be subject to a pavment
of interes) on arrears or a compensation for the loss
as defined in the contract.

Anticle 32

After the investment is paid by the parties to the
joint verture, a Chinese registered accountant shail
verify it and provide a certificate of verification, in
accordance with which the joint venture shallissue an
invest,1-nt certificate, which includes tne following

items: name of the joint il ~, month and
year of the establishm - ) wre; names
of the participants and i .+ contributed:

date, month and year . cuntribution of the
investment: and date, month and y=ar of issuance of
the investment certificate.
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Chapter X Foreign Exchange Control

Article 73

All matters cnncerning foreign exchange for joint
ventures shall be handied according to the Interim
Regulations on Foreigcn Exchange Control of the
People’s Republic of China and relevant regulations.

Article 74

With the business license issued by the General
Administration for Industry and Commerce of the
People’s Republic of China, a joint venture can open
foresgn exchange deposit accounts and Renminbi
deposit accounts with the Bank of China, or some
other banks cesignated. The bank handling the
account of the joint venture exercises supervision of
receipts and expenditures.

All foreizn exchange income of a joint venture must
be deposited in the fereign exchange deposit account
in the bank where an account has been opened; ail
payments by the joint venture in foreign exchange are
to be made from its foreign exchange depog‘t
account. The deposit interest rate shall be set as
announced by the Bank of China.

Articie 75

Ajcint venture shall in general keep balance between
its foreign exchange income and expenses. When a
joint venture whose products are mainly sold on
domestic market under its ap