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AN OUTLINE OF SHANDONG'S ECONOMY

Shandong Province is situated in the lower reaches of the Yellow
River in the east coastal area of China, with an area of 153, 000sq. km and
a population of 80 million. Shandong Province is one of the birthplaces
of China's ancient culture and includes the hometown of Confucius and
Mencius. During the Spring and Autumn, Warring States Period, Shandong
included the Qi and Lu kingdoms and therefore was called“Qilu".Shan‘dong
Province is one of the country’'s major trading ports with foreign countries.

The economic situation of Shandong Province was successful  in
1988 with increased achievements. It is calculated that the gross national
product will have been 100. 5 billion RMB., an increase of 17. 2% over
1987; the national income will have been 90 billion RMB., an increase
of 17.6% ; the gross output value of industrial and agricultural together
.will' have been 195. 3 billion RMB._, an increase of 26. 1% , of which, the
gross industrial output value alone will have been 145. 86 billion RMB,,
an increase of 33. 8% . the gross agricultural output value will have been
49. 4 billion RMB,, an increase of 3.4% .

In order to relax the imbalance between supply and demand within
China, the state reduced some exports of large amounts of raw materials in
1988. This has affected to some” extent exports of Shandong Province
with the result that the export veolume in 1988 was 2. 98 billion USD.,
an increase of only 0. 1% over 1987 ( almost the same level with last
year ) .

In 1988, the utilization of foreign capifal in the Province reached
unprecedented levels. 457 new contracts using foreign capital were signed,
the total foreign capital value was 590 million USD., an increase of 1. 86
times and 1.58 times respectively over last year. in 1988,. 202 enterprises
using foreign investment were approved, the total foreign capital value
was 260 million USD., an increase of 160% and 170% respectively
over the total value of the previous nine vears.



By the end of last year, 328 enterprises using foreign investment had
been approved, the total foreign capital value was 414 million USD,. and
also 4 sole foreign investment enterprises were approved and set up,

With its abundant resources both above and below the ground and its
advantageous geographical location, Shandong Province has many favorable
conditions for opening up to the outside world and for developing an
export -oriented economy . There are five primary advantages:

1. Shandong Province is rich in mineral resources. There are 122
kinds of ores which have been discovered, 74 kinds of ore reserves
have been proved, the total volume of reserves is 83 billion tons and the
total potential value is 2100 billion RMB. In Shandong Province, coal
covers one third of the total area and it is rich in variety and high in com-
prehansive  utilization. It is calculated that the total volume of
reserves is 268 billion tons. Petroleum and natural gas is to be found
all over the northwest of Shandong Province, and China's second largest
oilfield is located in Shandong Province. Several billion tons of petroleum
‘reserves and tens of billion cubic meters of natural gas have been proved
and controled. Both the reserves and the output of gold rank firstin China.
Tron, magnesium , copper, aluminium, lead, sulphur and rare-earth also
have good reserves. 80 kinds of nonmetal materials have been discovered,
of which, 45 kinds of its reserves have been proved . Building materials
are especially rich in Shandong Province, such as gypsum, talcum, dia-
mond, magnesite, marble, granite, silica, refractory clay, montmorillonite,
glass materials, ceramic materials, etc. Now most of the resources mention-
ed above are still waiting to be opened and used.

2. Shandong Province is rich in agricultural products. Due to the fer-
file land and clear seasons, it is suitable for growing different crops.
Shandong Province is one of the most developed agricultural provinces in
China. It abounds in wheat, corn, rice, beans, potatoes, cotton, tobacco,
fiber crops, silkworm cocoon, fruit, vegetables*étc‘ In 1988, the output
of grain, cotton, peanuts, fruit and other main crops all took the front
ranks in China. The abundant mineral resources have a huge develop-
ing -potentiality and provide enough raw materials for the development of
textile and light industries.

3. Shandong Province is rich in marine products. Shandong Province



is surrounded by both Yellow Sea and the Bohai Sea which are a cro-
ssing area for cold and warm currents and have a lot of plankton. There
are 260 kinds of prawns and fish. The output of prawns, sea cucumber,
scaliop, abalone all rank first in China. It has a total shallow area of over
I.93 million ha., of which, 0.2 million ha. can be used for sea—farming,
but now only 66, 000 ha. are cultivated. The crude salt resource along
the coastal area is very rich and is now being produced at the rate of

2.82 million tons yearly, which ranks first in China. By 1990, it will

be over b million ions yearly. There is a prosperous future for the deve-
lopment of the salt chemical industry.

4. Shandeng Province boasts of its convenient transportation and fine
ports. There are more than 20 ports located along the coastal areas and
they have an annual handling capacity of 50 million tons. Among them,
Qingdac. Yantai, Longkou, Weijhai, Shijiusue and Lanshantou ports are
open to the outside world. The quality and the quantity of Shandeng' s
highways rank first in China. The mileage of open-to-—traffic highways is
over 37, 000 km. .- Passing through Shandong Province, there are North-South
major rail lines between Beijing and Shanghai, Xindian and Dawenkou,
Zhangdian and Dongying and Qingzhou and Yangkou, and major East-West
1jai1 lines between Qingdao and Jinan, Lancun and Yantai. Yanzhou and
Shijiusuo and Xintai and Heze. The mileage of open—to-traffic railways
is 2,042 km., 17 domestic airlines have been put to use which connect
with Qingdao, Yantai, linan, Weifang and Weihai airports. A contract usiné
a Kuwaiti governmental loan was formally ‘ signed in November of
1988 for building Jinan's Yaoqiang airport. It is projected that the airport
will be completed around 1991. A chartered plane from Qingdao to Hong
Kong was formally put into operation in June of 1988, It is c¢onvenient
to get into and out of Shandong Province. Special telephone switchboards
to the world have been set up at the central cities, such as Jinan, Qing -
dao and Yantai, and the commmunication conditions have been much
improved,

5. Shandong Province is rich in twurist resources, Shandong Province
is well -known for its beautiful scenery with abundant ancient antigues
and relics. It is one of China's main provinces for tourist resources. The

Confucian Temple, Confucian Mansion and Confucian Cemetery are places



which have always attracted many tourists. Mt. Tai, the first of the five
sacred mountains in China, was classified as " a natural world legacy”
by the United Nations Educational, Scientific and Cultural Qrganization
( UNESCO ) . In addition, other places of interest to tourists are Jinan,
" the Spring City", which has 72 famous springs; Qingdao, "the Swizer—
land in the FEast "; Laoshan, the Holy anci of Taoism; Penglai Pavilion,
" the Fairyland on Earth”; Yantai and Weihai, the beach cities; Weifang,
the World Capital of Kites"; and Zibo, the Capital of the Qi Kingdom.

Since the Third Plenary Session of the Eleventh Central Committee
of the Communist Party, the Party and the Government have taken the
reform and opening ﬁp to the outside world as tbe basic policy of China
and have formulated a whole set of favorable policies to encourage foreign
tradesmen to invest, thus greatly improving our investment environment.
In Oct. of 1984, Qingdao and Yan ai were approved by the State Council
to further open up and to establish Economic and Technological Develop-
ment Zones. The Qingdao and Yantai Economic and Technological Deve-
lopment Zones have basically completed the construction of infrastructure
facilities within their respective 1 sq. km. areas. The investment environ—
ment is improving day by day. Now these two Development Zones have
successfully fulfilled their investment of 390 million RMB. and have app-
roved 134 projects which will attract foreign capital and will connect with
domestic capital, It will have a total investment of 760 million RMB.,
in which, 38 projects will be investied in by foreign tradesmen and the
contract value of foreign capital will be 106 million USD. In actual fact
the foreign capital investment will be 6. 069 million USD. 66 projects
have been put into operation, which have exported and earned 2. 352 mil-
lion USD. and there are many more projects still being negotiated.

The Shandong Peninsula was officially approved by the State Council
to open up to the outside world in March o-f 1988, in order to implement
and realize the economic development strategy for the -coastal areas, to
fully elaborate the advantages of the coastal areas to develop an export-
oriented economy and to promote our socialist mondernization. The open
economic areas include the cities of Qingdao, Yantai, Weihai , Weifang,
Zibo, Rizhao, Laizhouv and 44 counties and districts with an area over
50,000 sq. km. and a population of 26 million. A Whole set of favorabie
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measures were given to these cities by all relevant departments, which
created a very goodenvironment for our long-term development to open up
to the outside world in the Province. The further opening policy of these
seven cities will be sure to lead and to promote the development of the
economy and of technology all over the province, and the improvement
of the economy and of technology will continuously provide a material
base for the further opening of these seven cities.

For the increased acceleration of reforming and opening up, and in
compliance with the guide lines of the cenwal government, a seties - of
favorable policies to the foreign tradsmen and measures to improve the in—
vestment envirohmem in correlation with the actual needs of this Province
have been drawn up and accepted. According to these favorable policies
and measures, the Province will try its best to expand and transfer the
power of approval to the lower levels and to practise the policies remitting
taxation and to guarantee the legitimate rights of the foreign tradsmen. It
will administer the foreign investment enterprises according to the inter—
natiopal practices and will improve actively the investment environment
as well as open the rea! estate and the financial markets, etc. The for-
mulation and the implementation of these policies have improved greatly the
investment environment and have guaranteed the legitimate rights of the
foreign jnvestors and the foreign imrfzstmem enterprises, which have en-
hanced the confidence and determination of the foreign.tradsmen to invest
in the Province and have improved the development of the export-oriented
economy for * Putting both ends of the production process on the whole
market”.

At the Third Plenary Session of the Thirteenth central Commmittee
of the Communist Party, it was put forward that the emphasis in reform
and construction will be on improving the economic environment ,rectifving
the economic order and fully deepening the reform during this and next
year. This will create a good environment and conditions for opening up
to the outside world and for implementing the economic development stra-
tegy * Taking advantage of the policy of opening up to the outside world
in the coastal areas and of the present impiroved economic environment ,
tﬁe Province will make the necessary adjustments in the economic structure

by rectifying and improving so as to meet the needs of the coastal area
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economic development strategy. The Province will cut down on the scope
of capital construction and also the credit scale in order to curb the over-
heated atmosphere and to release the imbalance between supply and de—
mand. With the correct investment direction, the emphasis will be put
on the development of energy. transportation, communication, major raw
materials and agriculture etc., as well as on the projects of the needed
product, export-oriented foreign exchange earning, advanced technology,
‘' San-Lai-Yi-Bu" ( Compensation trade+assembling with supplied com—
ponents+ parts processing with materials provided+ processing supplied
designs and samples ), " Liang-Tou-Zai-Wai " ¢ Putting both ends of the
production process on the world market ), and the projects of less invest-
ment but more profit efficiency . Under the guide of the State's gengral
and specific policies, Shandong Province will open up more channels and
absorb more foreign capital and advanced technology to  support its
economic development. At the same fime, the Province will concentrate
on deepening the reforms in the foreign trade system, optimizing the
structure of the export commodities, improving the quality and grade of
export commodities and promoting the whole industrial technology level to
lay a solide foundation for the long-term stable export of foreign-trade.
According to the stipulation in the Constitution of China, the legitimate
rights and interests of the foreign enterprises, which invest in China are
guaranteed by law. Our friends in the five Continents of the World are
warmly welcome to visit and travel in Shandong Province and to consult
with us about business cooperation. Foreign entrepreneurs are welcome (o
invest and run factories in Shandong Province. Friendship will push

forward cooperation and cooperation wiil promote friendship.
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