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| BACKGROUND [ &

Xiamen is a well-known scenic coastal city in southeast China. It is one of the
first four Special Economic Zones (SEZs), one of the few municipalities enjoying
independent status in state economic planning and semi-provincial level authority
and autonomy in economic administration. The city is dubbed “Garden on the Sea”
and traditionally known as “Egret Island”. For more than 20 years since the
introduction of the reform and open-up policies, the city has developed itselfinto a
rather attractive scenic seaport with worldwide reputation from a small obscure
island in former days. It has become one of China's most important centers for
tourism and foreign trade, and the main avenue for economic and cultural
exchanges with Taiwan.

[History] Initial establishment of the
administration dates back to the Song Dynasty,
but the name Xiamen came first from the
Xiamen Castle that was constructed to repel
pirates in the 27" year of Hongwu Emperor in
Ming Dynasty (i.e. 1394). After the Opium War,
Xiamen was forced to open as one of the five
treaty ports to foreign trade. City status was
first formed in 1935. In 1980 Xiamen was
approved as one of the first four SEZs in China,
and in 1988 was further granted independent
status in state economic planning, and in 1994
semi-provincial level authority and autonomy
in economic administration.

[Geography] Xiamen is located at the
southeastern part of Fujian province, to the
west of Taiwan Strait, and next to the mouth of
Jiulong River. Geographically the city has a
very preferable location, with a distance to a
number of main coastal cities, such as
Shanghai, Shenzhen, being less than 1,000
kiometers, and to Gaoxiong, the largest seaport
in Taiwan, less than 165 nautical miles. It has a
sub-tropical maritime monsoon type climate.
Summer and Winter are mild, and all round the
year the weather is hospitable, with an average
temperature of around 20°C.
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[Culture] Xiamen is a famous hometown for overseas Chinese, and one of
ancestral places for Taiwan compatriots. It is also the hometown for many historic
figures such as Chen Huacheng, Chen Jiageng. Its local dialect is Minnanhua, also
known as a dialect spoken by Taiwanese. The city's symbolic flower is
bougainvillea, the symbolic tree phoenix and the symbolic bird egret.

[Regionalization] Xiamen covers a total land area of 1,569 km’ It is
regionalized into six districts: Siming, Huli, Haicang, Jimei, Tongan and Xiang'an.
By 2007, the number of registered permanent residents is 1.672 million, and
permanent residents 2.43 million.

[Preferential Policies] Xiamen SEZ was established in 1980; Haicang,
Xinglin and Jimei Taiwanese Investment Zones opened respectively in 1989-1992;
Torch New and High Tech Development Zone established in 1991; Xiangyu Bond
Zone established in 1992; Semi-provincial level autonomy and local legislative
power granted in 1994; A tentative seaport chosen fer direct links between Taiwan
and the Mainland in 1996; Haicang Export Processing Zone established in 2000;
Dongdu Joint Area of Port & Bonded Zone formed in 2005.

Since the establishment of the SEZ, Xiamen has formed an open, advanced,
integrated development pattern which has involved various functions of different
development zones including Special Economic Zone, Taiwanese Investment
Parks, Hi-Tech Development Zone, Bond Zone and Export Processing Area, ect.
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ACHIEVEMENTS OF THE SEZ ™
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ACHIEVEMENTS SINCE THE
ESTABLISHMENT OF THE SEZ

Apparent Enhancementin the City's Comprehensive
Competitive Strengths

Since its establishment of the SEZ, Xiamen has been experiencing a rapid,
sustainable and well-controlled economic growth. In 2007, the gross domestic
production (GDP) amounted to 137.53 billion RMB, averaging an annual growth of
over 18% since 1981. The fiscal revenue reached 34.84 billion RMB, averaging an
annual growth of 22.3%, with the local fiscal revenue exceeding over 18.65 billion
RMB. In 2005 and 2006, Xiamen was ranked as the ninth most competitive city
among 200 cities in Mainland China by the Chinese Academy of Social Sciences.
Its driving role in Fujian economy has become more and more obvious. With 6.4%
of the province's population and 1.3% of the province's land area, Xiamen has
contributed 15.2% of Fujian's GDP, 27.1% of Fujian's fiscal revenue, and 53.4% of
Fujian's import and export trade volume.

Higher Efficiency in Economic Growth

Xiamen has also enjoyed a higher efficiency in economic growth. In 2007, the GDP
per capita, attained 56,600 RMB, equivalent to 7,398 USD, which ranked the
second among the 15 semi-provincial cities in China. The ratio, GDP per square km
land area, attained 87 million RMB, the second highest among all the large and
medium-sized cities in China. The coal use per unit of 10,000 RMB GDP was 0.63
ton of standard coal, less than half of national average. Major high tech enterprises
contributed 52% of total industrial output value.
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Continuous Improvements of Industrial Structure and
Zoning Scheme

By implementing industrial zoning scheme, constructing a number of special
industrial parks and encouraging transfer of industrial plants from the island to the
mainland, Xiamen has formed a reasonable deve?opment pattern with modern
services and high tech industries gathering on the island, and advanced
manufacturing sectors clustering in several industrial parks on the mainland. Since
the latter half of 2005, there has been an acceleration of the construction for
industrial zones and operation & management centers: Torch (Xiang'an) industrial
Zone; Tong'an Industrial Zone; Jimei Electro-mechanic Industrial Zone; Xiamen
Software Park; Guanyinshan and Wuyuan Bay Operation & Management Centers.
These areas with perfect public infrastructure and resources for incoming
companies will accelerate the clustering of industries as planned.

In 1981 the ratio of value added between primary, secondary and tertiary industries
in Xiamen was 26.5:51.6:21.9. Now it has been adjusted to 1.3:53.5:45.2,
reflecting the continued importance of manufacturing sectors and the increasing
role of services sectors in the Xiamen economy.
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Increased Role of Industrial Support to the Economy

By 2007 the total industrial output value amounted to 283.71 billion RMB, with an
annual growth of 24%. Industrial output value from over-scale enterprises was
273.61 billion RMB, with an annual growth of 24.2% since 1981. The value-added
from industrial sectors has increased greatly, with its share of the total GDP from
45.4% in 1981 t0 46.8% in 2007.

Xiamen has a high concentration of companies in specific industries. In 2007 the
production value of electronics, machineries and chemicals industries totaled
205.22 billion RMB. Of this, the share contributed by over-scale enterprises was
75%. There are 323 enterprises with turnovers exceeding 100 million RMB, and
their total output was worth 230.6 billion RMB, contributing 84.3% of the over-
scale enterprise turnover. Dell Computers and Prima Electronics had turnovers of
more than 10 billion RMB.

Xiamen has already been known as a national or international production base for a
number of products such as tungsten products, aircraft maintenance,
photosensitive materials, lighting equipment, digital audiovisual equipment,
mobile phones, fork lift trucks and so on. Several local companies have created
their brands recognized as “Famous Chinese Labels”: Chengshin (rubber), Yinlu
(foods), Huierkang (foods), Xiagong (loading equipment), Gulong (canned foods),
Shishi (cigarettes). Several products made in Xiamen have been granted with
“famous Chinese product” appellation: Prima televisions, Kinglong buses,
Kinglong coaches, Three Circles batteries and Gulong canned foods.




