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Preface 
This report is the first of two volumes which aim to provide information to European SMEs about the 

potential support available to them in China. This first report provides an overview of the general 

opportunities available to European SMEs in China and the general conditions for their application. The 

second report provides more detailed information on the specific support available in different cities, 

including information on specific soft-landing zones, funding and international R&I cooperation policies, 

plus an indication of the internationalisation level of the city.  We hope you find these reports useful.  

 

Authors: Huihui He, Odette Paramor 

Organisation: University of Nottingham Ningbo China 

Date: 31 December 2020 

 

For further information, check http://china.enrichcentres.eu/ 
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I. China’s increasing investment in R&I 
China has made significant and well-publicised investments to raise the country's research and 

innovation strength. In 2018 alone, 26.98 trillion RMB was invested in R&I which was a 106.5% 

increase on the investments made in 20111. These sustained investments have been highly 

effective and the country is currently second in the world in terms of patent production (Figure 

1).  

 

Figure 1. International Comparison of Number of Patent Applications Filed under the PCT System2 

Five Year Plans 

China has advanced its R&I development using Five-Year Plans. Under each plan, specific 

industries and disciplines are promoted with significant amounts of funding and other support. 

The industries and disciplines promoted under each Five Year Plan change according to the 

needs of the country at that time. While the first (1953-1957) to the fifth (1976-1980) Five Year 

Plan formed the industrial system by promoting the development of heavy industries such as 

traditional manufacturing, the sixth (1981-1985) to ninth Five Year (1996-2000) Plan led China to 

transform from a planned economy to a market economy, and the tenth (2001-2005) and 

thirteenth (2016-2020) Five Year Plan directed China to open its market to the world economy, 

starting from its accession to the World Trade Organisation. Within different periods, China had 

transformed its industry focus largely. For example, the marine economy was first proposed in 

the twelfth Five Year Plan which reduced guidance on traditional industrial development and 

                                                           
1 China Statistical Yearbook of Science and Technology 2019. 3-1: Basic Statistics on Scientific Research and Development 

Institutions.  
2 China Statistical Yearbook of Science and Technology 2019: 10-5: International Comparison of Number of Patent Applications 

Filed under the PCT System by Origin. 
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agriculture that was emphasized in the eleventh Five Year Plan. In the thirteenth Five Year Plan, 

China increased its investment in the opening-up strategy by introducing the Belt Road Initiative, 

encouraging technology and start-up innovation, building modern infrastructure networks, and 

promoting the development of new systems in terms of finance, intellectual property, 

accounting and so on, which are three new chapters of Five Year Plans in the history. Under the 

guidance of the Five Year Plan, China has seen the fastest increase of investment in start-ups 

and SMEs, with an average GDP growth of 6.7%. The funding to support the work under five-

year plans can come from government grants at national, provincial and municipal levels and 

from private investment.  

Start-up companies 

Improved government support for start-up companies was promoted under the 13th Five-Year 

Plan (2015-2020) and was achieved through diversifying R&I investment which led to the 

establishment of significant numbers of incubators and maker spaces, in addition to the creation 

of significant new funding opportunities and new preferential tax policies. It is apparent that 

private companies are also increasingly following the Chinese government’s lead and have also 

been investing heavily in building incubators.  

By 2018, 4,849 technology business incubators had been established in China, of which 967 

were state-level incubators and 3882 were run by private companies. The proportion of private-

owned incubators increased from 73.6% in 2016 to 80.1% in 2018, indicating that private 

organisations are increasingly willing to take the risk and invest in start-ups (Figure 2). In 2018, 

these technology business incubators attracted 206,024 start-ups that generated a total 

revenue of 834.4 billion RMB. The majority of start-ups were founded by Chinese university 

graduates and around 5% founded by returned overseas scholars (Figure 3).  

 

Figure 2. Trends of Technology and Business Incubators in China from 2016 to 20183 

 

                                                           
3 China Statistical Yearbook of Science and Technology 2019. 9.13: Basic Statistics on Technology Business Incubators 
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Figure 3. Types of Incubator SMEs in China from 2016 to 20184 

An additional 22 billion RMB of funding and subsidies was also made available to start-ups from 

government sources and there was also significant support from private investors. In 2018 alone, 48,060 

start-ups were also able to acquire 63 trillion RMB and 107 trillion RMB of venture capital and 

incubation funds respectively. These private investments resulted in 268,242 Intellectual Property Rights 

(IPR) applications in that year (Figure 4).  

 

 

Figure 4. Funding to Incubator Technology SMEs in China in 2018 

                                                           
4 China Statistical Yearbook of Science and Technology 2019. 9.13: Basic Statistics on Technology Business Incubators 
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The result of these state and private activities in encouraging research and innovation has 

created a favourable business climate for both domestic and international SMEs. China climbed 

from 78th in 2017 to 31st in 2020 in the World Bank Group’s Doing Business 2020 study5. Most 

Chinese soft-landing zones for international SMEs, which include incubators, maker spaces, 

accelerators, and industrial parks, state that there is no difference in the government’s support 

for domestic and foreign SMEs, and some highly internationalised cities even provide additional 

preferential support for foreign investments.  

  

                                                           
5 Global Times. (2019). China’s business environment rated fairly by World Bank. Available online: 

https://www.globaltimes.cn/content/1167904.shtml 
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II. Opportunities for European SMEs in China 
 

In general, the opportunities available in China for European SMEs are (1) the provision of office 

& factory space, (2) funding and (3) business services. The specific opportunities vary from city 

to city based on the city’s level of internationalisation, the local government’s fiscal capacity, the 

industry foci and their vision for the future.  

 

2.1. Office Space 

2.1.1. Soft-landing Zones 

Soft-landing zones can have a variety of names including incubators, maker spaces, accelerators 

and industrial parks, and are managed through a range of different business models (established 

and operated by government, or established and operated by private companies, or established 

by government and operated by private companies).  

 

Most soft landing zones provide discounted rent and offer support activities to European SMEs 

such as regular start-up workshops, seminars and industry conferences. Some soft-landing zones 

may also have specialist industry interests and will provide significant discounts or rent waivers 

for office space or factory rentals for between three to five years for those European SMEs 

whose interests align with their R&I interests.  

 

Small to medium-sized soft-landing zones are particularly well suited to the needs of European 

SMEs aiming to set up an office in China or having limited funds for market expansion into China 

because the costs of rental and office decoration tend low and allow for growth. Industrial parks 

tend to be better suited for larger companies who have a long-term commitment to developing 

businesses in China as their support packages usually come with excellent government support 

varying from discounts on factory purchases, company settlement subsidies and talent 

recruitment subsidies.  Moreover, large industrial parks can sometimes be seen as an eco-

system or innovation clutters as they gather SMEs in the same or similar industries and may 

include innovation centres such as incubators, accelerators, and maker space.  

 

2.1.2. Central Business Districts (CBD)  

European SMEs can also rent commercial office space in cities’ central business districts (CBD). 

Unlike soft-landing zones, these offices are rented at full commercial rates without government 

subsidies so are significantly more expensive than those in soft-landing zones. However, CBD 

buildings offer good quality, well-decorated offices which are easy to move in to. They also tend 
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to be more conveniently located for transport, dining, entertainment and accommodation so 

may support better lifestyles.  

 

A comparison of soft-landing zone and CBD offices is presented in the Table 1.  

Table 1. Comparison of Office Provision at Soft-landing Zones and CBD Buildings 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2.1.3. Useful websites to find office space 

Third-party agencies are increasingly integrating and sharing information on office and factory 

spaces available for rent and purchase in soft landing zones, CBDs and industrial areas, in 

addition to providing information on other business services such as government policies. They 

also hold social events that are useful for European SMEs to help them identify suitable 

locations to settle when they establish their businesses in China.  

 

Table 2 provides the details of three well-established and well-regarded agencies along with 

their websites and contact information. It is advised that a proficient Chinese reader is 

employed to search through these sites as the all provide significant amounts of information, 

although Tanikawa provides some bilingual information. 

Comparison Office at Small to 

middle Soft-landing 

Zones 

Office Building at 

Large Soft-landing 

Zones 

Office at CBD 

Buildings 

Size of office space Medium Large Small 

Rental per square 

metre 

Medium Low High 

Industrial 

chain/cluster 
✔ or × ✔ × 

Government 

subsidy/supporting 

policy 

✔ ✔ × 

Transportation  Medium Not always 

convenient 

Convenient 

Commercial facilities 

(e.g. restaurants, 

shopping malls, 

schools) 

Medium Insufficient/not 

always sufficient 

Sufficient 

 

Settlement costs Medium High Low 
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Table 2. Recommended websites to identify office space 

 

 

2.2. Funding 

Funding policies in China are complex, fragmented and can be very difficult to understand. 

Municipal and regional funding is sometimes only open to companies who keep in regular 

contact with the government and may not be available to other companies who may be more 

technically or commercially competitive but less communicative than these companies. 

Therefore, active communication with local government agencies is highly encouraged not only 

to deepen understanding of the policy content and accessing first-hand funding information, but 

also to learn how to successfully acquire funding by beating hundreds or even thousands of 

applicants.  

2.2.1 Types of Funding and Differences 

Funding for European SMEs may come from government or commercial providers such as banks, 

investment institutions, and even the soft-landing zones themselves. These funds usually have a 

very specific purpose such as for encouraging new company registration, attracting foreign 

experts, improving production and supporting R&I (Table 3).  

  

Table 3. Types of Funding for European SMEs 

Source of 
funding 

Commercial 

Commercial 
Sources Form of support 

Bank loan 
Debt, often related to government 
support 

Financial leasing 
Lessor purchase assets on behalf of the 
Lessee from asset sellers 

VC/PE Equity investment 

Industrial Parks Equity investment (seed fund) 

OFweek

•https://park.ofweek.com/

•+86 400-969-9082

•It provides information on industrial 

parks, incubators, office, and factories 

operated by government, private 

entities, CBD and so on.

Tanikawa

•https://www.tanikawa.com/

•+86 400-115-0199

•Its core business focus is providing 

business invitation service for 

government, industrial parks, and real 

estate companies and consulting 

services for private companies covering 

office renting, tax planning, 

recruitment, and so on. 

Foresight 
Research Institute 

•https://f.qianzhan.com/yuanqu/all/

•+86 400-639-9936

•It was established by Beijing Tsinghua 

Garden in 1998 with a focus on 

providing industry research, database 

establishment, business invitation for 

governments, companies, and research 

institutes. The website lists industrial 

parks that can be searched by province 

and city. 

https://park.ofweek.com/
https://www.tanikawa.com/
https://f.qianzhan.com/yuanqu/all/
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Government 

Level 
Types of funding 
support Purpose 

National/Provincial
/ 

Municipal/District 

Company 
registration/market 
entry 

To support 
company 
settlement in 
China: Tech SMEs, 
HNTE 

Talent: settlement 
subsidy/rewards 

To attract foreign 
experts 

Land: property 
rent/purchase 
subsidy 

To support 
production and 
factory 
establishment 

Patent Subsidy To encourage R&I 

Research grants To encourage R&I 

Innovation 
Vouchers6 To encourage R&I 

 

Differences 

The biggest difference between government funding and commercial funding is that 

government funds require that companies meet certain social and economic objectives (called 

“index” in government papers) to ensure that the funding goes to SMEs who create value for the 

local economy, through employment, fiscal taxation or by attracting foreign investment (for 

which local governments often compete against each other by establishing ad hoc incentive 

programmes and favourable policies). Government funding is also usually delivered in the form 

of subsidies, rewards, or grants. Commercial funding always comes at a cost to SMEs in terms of 

interest on bank loans and financial leasing, or equity in exchange for investment (although 

some government funds which are managed through government agencies also aim for returns 

of investment and ask for equity in the SMEs).  

 

Similarity 

The application process for commercial and government funding tend to be relatively standard 

and similar, although there may be small differences in the description and form of documents 

which relate to the focus of the funding body (Table 4). For instance, applications for 

commercial funding tend to focus on information about the SME itself, whilst government 

funding applications tend to focus on how the funds will be used and the word “project” is used 

regularly in the application forms.  

 

                                                           
6 Innovation voucher: small lines of credit ranging from 1,250 to 12,500 euro provided by municipal governments to local SMEs 

to support R&D activities and technology service. Annual calls are published on local science and technology bureaus.  
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Table 4. Comparison between the application of commercial and government funding 

Comparison Commercial investment/government 
agency investment 

Government Funding 

Application 
Process 

1. Source investors from events 
2. Talk with investors to match the 

financing needs investors’ 
investment scale 

3. Term sheet: identify investment 
amount and negotiation equity 

4. Due diligence: operational, financial, 
and legal 

5. Cash deposit to SMEs 

1. Source funding schemes 
2. Analyse funding requirements  
3. Fill in and submit application forms 
4. Funding committee assessment 
5. Cash goes to 

SMEs/researchers/research 
institutions 

Requirement 
Documents 

1. Company basic information: 
business license, org chart, business 
administration 

2. Share structure and shareholder 
3. Employee information 
4. Financial statements: financing, tax, 

debt 
5. Legal information: legal check of key 

stakeholders and company’s credit 
6. Asset: fixed and tangible 
7. Business plan 

1. Company/project basic information: 
business license, org chart, business 
administration 

2. Information of project leader 
3. Core team members (1-5) 
4. Financial statements and projections 

of use of fund 
5. Project plan: including technologies, 

business model, risk assessment, 
project feasibility analysis, 
development plan and so on 

Delivery of 
outcome 

Business growth/ROI R&D outcome 
Social outcome 
Economic outcome 

  

 

Please see Section 3 Guideline for European companies to set up businesses and to apply for 

funding in China for application guidance.  

 

Comparisons 

Comparisons between commercial and government funding can be interesting to explore. On 

the one hand, government funding can be regarded as an endorsement of a European SME’s 

commitment to establishing businesses in China, along with its investment of cash, resources, 

talents, and R&I outcomes. This is especially important for European SMEs who need special 

business licenses, such as waste treatment licenses or medical licenses, to operate a businesses 

in China. In these cases, the government requires a high standard and there is a rigorous process 

of assessing the qualification of these types of foreign SMEs. On the other hand, support from 

commercial investors can be good evidence of the potential of the certain industries as the 

investors from Venture Capitals or Private Equity are usually better placed to analyse market 

conditions than local governments. This has resulted in local government agencies establishing 
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start-up matching fund schemes where they follow the lead commercial investor and put a small 

amount of investment in SMEs who are in the industries where the agencies have limited 

knowledge.  

 

2.2.2. Government Funding Opportunities for European SMEs at Different Stages 

The funding needs of SMEs change over time and there are a range of opportunities available to 

support them during these different development stages: pre-registration, post-registration, 

pre-Initial Public Offerings (IPO) or IPO. 

 

2.2.2.1 Pre-registration 

Company settlement scheme and individual talent scheme provide funding for companies and 

the companies’ core members to settle in the city/district before they register their companies 

in China (Figure 5).  This kind of funding can be in the forms of cash subsidies for administration 

expenses or apartment rental, or in the form of direct discount on property purchases, and 

range from 15,000 Euro to millions of Euros.  

 

 

Figure 5. Funding Opportunities at Pre-registration Stage 

2.2.2.2. Post-registration 

There are a number of funding opportunities for European SMEs after they settle down and 

acquire business licenses. Mostly commonly, industrial support schemes aim to support SMEs in 

their R&I development by providing funding for equipment purchases, R&D activities, 

production line establishment and business development.  While social contribution schemes 

help European SMEs to hire local employees who, different from the talent scheme in the pre-
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registration stage, may not be part of the company’s core members but who have special 

skillsets that the company need for business growth (Figure 6). The amount of funding depends 

on the number of employees or experts who are employed full-time by the company, and 

governments assess the authenticity of their employment by checking the actual payment of 

social insurance. Therefore, European SMEs are recommended to hire as many employees as 

they need because the government may cover 10% to 50% of the employment costs (depending 

on the special skillsets, educational level, job experience and so on of the employee). 

 

 

Figure 6. Funding Opportunities at Post-registration Stage 

2.2.2.3. Pre-IPO or IPO 

The number of listed companies is a key criteria of a city’s power and status and plays a 

significant role in boosting a city’s fiscal income. For this reason, local governments have 

introduced a series of policies encouraging and supporting companies to go to the market and 

have particularly focused on attracting foreign listed companies (Figure 7). The purpose of 

funding for pre-IPO and IPO is to cover legal and administrative expenses in the IPO process 

whilst funding for foreign listed companies are often called a “reward” and is paid in cash 

without equity requirements.  
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Figure 7. Funding Opportunities at Pre-IPO and IPO Stages
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Case study 2.2.: Special funding support in Tongzhou District, Beijing 

 
The Tongzhou district government’s funding policies cover pre-registration, business 
operations, and pre-IPO stages and are characteristic of many new town and districts 
attempts to attract talent and promising SMEs to settle in local industrial parks. 
 

Introduction of the Area 

Tongzhou District, Beijing, has seen enormous growth in recent years with increases in 
population size from 647,000 in 2000 to 1,184,000 in 2020, an expanded transport 
infrastructure, rising economic development, and a strong commitment to supporting high 
and advanced industries such as 5G communication and artificial intelligence. With political 
and economic support from the central government, the Tongzhou government introduced a 
series of funding policies for attracting new companies to register and supporting existing 
companies in Tongzhou. 
 

Supporting Policies for the Company: Policy of pre-registration reward + post-registration 
subsidy + company service7 

In October 2019, the Beijing government released a new funding policy on “pre-registration 
reward + post-registration subsidy + company service” to promote high and advanced 
industries by subsiding companies registered or planning to register in Tongzhou District, 
Beijing8. The policy is composed of three sections: 
 
(1) Pre-registration:  

“The implementing measures for rewarding key enterprises registered in Tongzhou 
District” (《通州区重点企业落户奖励实施办法》) aims to attract new enterprises to 

register in Tongzhou District, Beijing, with specific focuses on sectors of finance, services, 
and advanced technology. The subsidies available are shown in Table 5.  
 

Table 5. Registration subsidies for different types of companies 

Company Type Subsidy 

Licensed financial institution up to RMB 50 million 

Corporate’s Headquarter up to RMB 10 million 

Main board listed company up to RMB 10 million 

Unicorn company up to RMB 5 million 

Other service companies such as law firm, 
accounting firm, consulting company 

up to RMB 2 million 

 
(2) Post-registration subsidy 

                                                           
7 Paper documents of the three policies are not available online but are available to be collected from Tongzhou government 

offices. 
8 Xinhua News Agency (2019). Beijing: The policy of “pre-registration award + post-registration subsidy + company service” 

promotes the development of high and advanced industries in sub0center of the city. Available on: 

http://www.beijing.gov.cn/fuwu/lqfw/gggs/t1604423.htm 
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“The implementing measures for supporting the development of key enterprises in 
Tongzhou with special supporting funding” (《通州区重点企业发展专项扶持资金实施

办法》) aims to support the scaling-up of companies who are registered in Tongzhou. The 

Tongzhou government provides special funds to support office/factory rental, R&D, loan 
interests, facility construction, personnel costs, and so on. 
 

(3) Company service 
“The implementing measures for providing special service for executive management of 
key enterprises in Tongzhou” 《通州区重点企业高管及专业人士服务实施办法》

introduces a “green channel” service for qualified companies to assist with housing, 
residency, healthcare, children’s education, government affairs, work and resident permit, 
immigration and so on. 
 

Supporting Policies for Individuals: Talent support9: 

Along with policies to support SMEs register and develop in Tongzhou, the local government 
has also introduced a series of policies and special funding projects on “Talent support 
measures to promote scientific and technological innovation in high and advanced industries” 
to support individual development. These policies target talents in different sectors and at 
different levels. The three sub-projects that may be of most interest to European SMEs and 
foreign experts are listed below. 
 

(1) To attract talents for special positions 
Related talent project: The Haiju project of Beijing overseas talents (named as “Haiju 
Project”) 
Responsible government department: Beijing Municipal Human Resource and Social 
Security Bureau & Beijing Municipal Foreign Expert Bureau 
Purpose: to attract foreign talents for special job positions 
Sectors: advanced technology, international business, law, finance, IP transfer 
Funding/Service: qualified talents can be selected to the Haiju Project and earn a 
reward of 500,000 to 1,000,000 RMB (63,000 to 126,000 Euro) 
 

(2) To support innovation entities to attract foreign talents 
Related talent project: Programmes for Foreign Talent 
Responsible government department: Beijing Municipal Human Resource and Social 
Security Bureau, Beijing Municipal Foreign Expert Bureau & Beijing Municipal Bureau 
of Finance 
Purpose: to encourage innovation entities to hire foreign talents and technologies 
Sectors: technological and cultural innovation, science and research 
Funding/Service:  
 Innovation entities who apply for the “Programmes for Foreign Talent” will gain 

funding of up to 500,000 RMB (63,000 euro) every year.  
 Key projects will gain funding for consecutive three years with no less than 

500,000 RMB (63,000 euro) annually.  
 Entities who hire foreign talents within the Thousand Talents Program will gain 

subsidy of 80% of the talents’ annual salaries. 

                                                           
9 Beijing Investment Promotion Service Center (2019). Beijing's 10 + 3 policy to build a high and advanced economic structure. 
Available on: http://invest.beijing.gov.cn/tzbj/tzzctzbj/gjjbjs/bjgjjcyzc/201912/t20191207_958244.html 
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 Entities who hire foreign talents within the “Haiju Project” will gain subsidy of 50% 
of the talents’ annual salaries. 

 
(3) To support foreign talent to develop careers in Beijing 

Related talent project: N/A 
Responsible government department: Beijing Municipal Human Resource and Social 
Security Bureau, Beijing Municipal Foreign Expert Bureau, Beijing Municipal Public 
Security Bureau, Beijing Municipal Restructuring Office, Beijing Municipal Civil Affairs 
Bureau 
Purpose: to support innovative foreign experts to work in Beijing 
Sectors: advanced technology, innovation 
Funding/Service: provide work permit, R visa and resident permit for foreign 
investors, foreign management and so on. 
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2.3. Business Services 

 

Business services in soft-landing services are usually provided by government agencies or the 

soft-landing zones themselves to help European SMEs to not only better understand 

infrastructure and resources in China, but also to provide support including company 

registration (JVs and WFOEs), office renting, funding application, connection with Chinese 

experts and customers, employee recruitment, and living support for expatriates and their 

family and so on. 

 

ENRICH in China provides soft-landing and co-working services for European SMEs entering the 

Chinese market by providing the network of soft-landing zones in China. These services include:  

 Localisation Guidance 

 Co-working Space Offer 

 Introduction to the Local Scientific and Business Community 

 Advice on Laws and Regulations affecting RDI-related Activities 

 Administrative and Secretariat Support 

 

Recommended Soft-landing Zones in the ENRICH in China community are: 

 Sino-European Technology & Innovation Centre 

 Nanjing Stuttgart Exhibition Ltd 

 ZhongGuangCun Science Park Fengtai Park 3D Printing Digital Innovation Centre 

 Horsten Xi’an Innovation Services & Rock Space 

 Shanghai Finland-China Innovation Centre 

 Beijing Software Enterprise Advisory Centre 

 

For more information about ENRICH in China, please visit 

https://china.enrichcentres.eu/service-soft-landing.  

 

Soft-landing services can be provided by third-party commercial agencies mentioned in Table 2 

or soft-landing zones that can be industrial parks, incubators, accelerators, or maker space.  

 

 

ENRICH in China has developed a database that covers more than 1,000 industrial parks or 

incubators that may provide soft-landing services in over 140 districts. Please visit 

https://industryfocus.china.enrichcentres.eu/ for more information.  

 

 

 

https://china.enrichcentres.eu/service-soft-landing
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3. Guideline for European companies to set up 
businesses and to apply for funding in China 

 

European SMEs looking to soft land in China are recommended to follow the following steps:  

3.1 Self-analysis: clarify its needs and business model in China 

3.2 Identify a city/district 

3.3 Identify Soft-landing Zones 

3.4 Establish a legal entity and apply for status recognition and funding 

 

3.1. Self-analysis: clarify its needs and business model in China 

European SMEs may enter the China market for many purposes ranging from expanding their 

Chinese market, to seeking technology cooperation to outsourcing manufacturing (original 

equipment manufacturing/original design manufacturing.  

 

After clarifying why they are entering China’s market and what they hope to achieve, European 

SMEs can consider how to make the best investment in China. The three main models are: (1) 

Equity Joint Venture (25%); (2) Contractual Joint Venture (1%); (3) Wholly Foreign-owned 

Enterprise (65%) (Figure 8). 
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Figure 8. Changes in Direct Foreign Investment in China ($ 100 million)10 

(1) Equity Joint Venture 

An equity joint venture has co-investment from foreign companies, enterprises, and other 

economic organisations or individuals of China. Each party owns equity of the JV and jointly 

operate, share risks, and liabilities of the JV. Under current regulations, the foreign investment 

should be no less than 25%11. 

 

 

 

 

 

 

 

 

 

 

 

Having Chinese allies makes it easier for European companies to enter China’s market than 

trying alone. The JV makes best use of Chinese teams’ expertise in marketing, business 

regulations, operations and talent hiring. However, there are risks, the most common of which 

involve conflicts in the management, IP, or profit distributions between European and Chinese 

partners. Therefore, hiring a professional and experienced legal team who have expertise in 

relevant areas is essential, especially for technology-driven European SMEs.  

 

(2) Contractual Joint Venture 

A contractual joint venture are a type of non-equity JV that is jointly established by foreign 

companies, enterprises and other economic organizations or individuals of China. The 

investment, management model, profit distribution and liabilities are all based on agreements 

written in contract as there is no legal requirements of foreign investment. 

 

(3) Wholly Foreign Owned Enterprise (WFOE) 

A WOFE is an enterprise which is wholly owned by a foreign company in China. The foreign 

company owns 100% equity and bear all liabilities of the WFOE. 

 

WOFEs are the most popular model for European SMEs to enter China’s market as they control 

the technology, management, operations, IP, profits, and loss. However they may face great 

difficulties when first entering China as they have limited knowledge of the market, sales 

channels, and know-how on laws and policies such as special licensing, and so on. It could be a 

                                                           
10 Shi, H (2019). Primary ways of direct foreign investment in China. RMB Finance. Available online: 

https://finance.ifeng.com/c/7mGn16oMLae 
11 State Taxation Administration. (2004). Notice about strengthening the management of approval, registration, foreign 

exchange and tax of foreign-invested enterprises. Available on: 

http://www.chinatax.gov.cn/n810341/n810765/n812203/n813129/c1207909/content.html 

This is increasingly popular in China 

when Chinese government agencies 

provide funding/investment to co-

establish new businesses with foreign 

SMEs in China. 
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best practise when European SMEs have Chinese experts in the middle or high management of 

the company and they may quickly recruit and form a Chinese team to operate WFOE 

businesses in China without conflicting the benefits of parent companies in Europe.  

 

European SMEs who have identified the (1) Equity Joint Venture or (2) Contractual Joint Venture 

as the most suitable practice will need to have identified Chinese partners who can provide 

support for their market entry strategies, whilst the WFOE may need to employ soft-landing 

service providers. 

 

3.2. Identify a city/district 

3.2.1. Industry foci 

Industry foci, along with their associated support policies, vary from city to city and it is a 

critical issue in deciding where a European SME should settle in China. Although China’s 

municipal/regional development strategies and funding policies are developed through a 

top-down approach, which may lead to similarities of industry structures among some 

developed areas such as Beijing-Tianjin-Hebei Region, Yangtze River Delta Region, and Hong 

Kong-Zhuhai-Macao Greater Bay Area, there are differences in the level of industry 

development among different cities/regions.  

 

For instance, the “Made in China 2025 Strategy” (hereafter called the “2025 strategy”) was 

released in 2015 and identified ten key industries to be advanced in the next 10 years: 

(1) Information Technology 

(2) Computer Numerical Control (CNC) Machine Tools and Robots 

(3) Aerospace Equipment 

(4) Marine Engineering Equipment and High Technology Ships 

(5) Railway Transportation Equipment 

(6) Energy-efficient and New Energy Vehicle 

(7) Electronic Equipment 

(8) New Materials 

(9) Pharmaceutical and Medical Devices 

(10) Agricultural Machinery Equipment. 

 

Following the announcement of the 2025 strategy, a series of provincial, municipal, and 

regional policies were released to promote these ten industries in China. Despite overlaps in 

the development strategies of different cities/regions, the industrial development levels of 

the different priority areas vary geographically due to the historic development of these 

areas in the different cities (Error! Reference source not found.). For example, the b

iopharmaceutical industry is one of the most popular industries to be promoted in almost 

every city under the 2025 strategy. Beijing and Shanghai are the leading Chinese cities in this 

area and dominate with competitive advantages in terms of the number of research 

institutes, listed companies, R&D centres, researchers, and IP. This means that 
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biopharmaceutical SMEs in both cities experience an extremely competitive and saturated 

market, whereas cities such as Shenzhen, Chongqing, Guangzhou, Chengdu, Tianjin, Suzhou, 

Hangzhou, and Shijiazhuang may provide better conditions in terms of supporting policies 

with lower entry barriers for European SMEs.  

 

Case study 3.2: Industry analysis: bio-pharmaceutical industry 

 

Around 30% of the listed companies and ‘High and New Enterprises’ in the biopharmaceutical 

industry are clustered in ten cities (Beijing, Shanghai, Shenzhen, Chongqing, Guangzhou, 

Chengdu, Tianjin, Suzhou, Hangzhou, and Shijiazhuang) although 90% of China’s prefecture-

level cities have identified biopharmaceuticals as a strategical key industry12.  

 

Although Beijing and Shanghai are the most advanced cities for the biopharmaceutical 

industry, smaller cities such as Shenzhen, Shijiazhuang, and Suzhou may be more attractive to 

European SMEs as they may have more preferential policies to support them. For instance, 

Shenzhen has strongly supported small biopharmaceutical businesses and SMEs account for 

around 90% of their biopharmaceutical industry or around 1,000 companies in 2020.  

 

The productivity of the other top ten cities is also high with Suzhou, Chengdu and Tianjin 

ranking third, fourth, and fifth in terms of the number of biopharmaceutical patents produced. 

Suzhou Ai’jie Biopharmaceutical Company ranks a close second after the Shanghai Institute of 

Pharmaceutical Industry in terms of patent production.  

 

 

Industry clusters are also important for newcomers when identifying their first target city. 

Industry clusters in China could classified as an administration district, a new district called as 

zone or new area, or a large industrial park. For instance, Suzhou’s bio-pharmaceutical industry 

cluster in located in the Suzhou Industrial Park and Suzhou High-tech Zone. The Suzhou 

Biomedical Industrial Park has been developing since 2006 and growing to phase V in 2020, 

attracting more than 1400 companies and helping 10 companies to be listed on the stock 

market13.  

 

ENRICH in China has developed a database that presents the research and innovation foci of 

the most internationalised provinces, cities and city districts in China with information on 

the support mechanisms and infrastructure available for international SMEs and researchers 

which provides an excellent starting place for SMEs who may wish to move to China  (Link: 

https://industryfocus.china.enrichcentres.eu/). It is also highly recommended for European 

SMEs to hire a professional market research consultancy for a comprehensive industry 

analysis, which will help identify the best opportunities in China.  

                                                           
12 Weixiao, S & Xuwen H. (2020). China's Biomedical Industry Map. CBNWeek. Available online: 

https://cj.sina.com.cn/articles/view/1315591982/4e6a572e01900o7sn?cre=tianyi&mod=pcpager_fintoutiao&loc=37&r=9&rfun

c=100&tj=none&tr=9 
13 Jie, D. (2020). The park has another biomedicine listed company. The Paper. Available online: 

https://www.thepaper.cn/newsDetail_forward_7510641.  

https://industryfocus.china.enrichcentres.eu/
https://www.thepaper.cn/newsDetail_forward_7510641
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3.2.2. Business Environment 

Factors which influence the business environment of cities include office space, employee 

recruitment, transformation efficiency, production costs, and liveability (Table 5).  Analysis 

on the top 12 cities likely to provide the most attractive business environments for 

international SMEs based on these five factors were Wuhan, Guangzhou, Chongqing, 

Shanghai, Chongqing, and Beijing, Shenzhen, Chengdu, Nanjing, Tianjin, Hangzhou, Xi’an, 

and Zhengzhou have the most attractive business environment (Appendix 1. Factors to 

assess the business environment of different cities in China). 

 

Table 5. Factors Influencing Business Environment 

Factors Evaluation criteria 
Where to find the 
information 

Responsible entity 

Office 
No. of industrial 
parks/incubators/CBD 

Government 
agency/news 
report 

Government/third-
party agency 

Talent/labour 

No. of universities University Government 

No. of undergraduates in 
regular HEIs 

University Government 

No. of research 
institutes 

Research institutes Government 

No. of urban population 
Government 
agency 

Government 

Transportation 
& 

communications 

Air: No. of international 
airlines 

Government 
agency 

Government 

Water: Cargo 
throughput 

Government 
agency 

Government 

Communication: No. of 
5G facilities 

Government 
agency 

Government 
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Special positions: e.g. 
BRI, The Yangtze River 
Delta Economic Belt, 
China Railway Express, 
Guangdong-Hong Kong-
Macao Greater Bay Area 

Government 
agency 

Government 

Production cost 
(factory) 

Tap water for 
manufacturing 
(RMB/tonne) 

Government Government 

Power price for 
manufacturing 
(RMB/kWh) 

Government Government 

Living support 

No. of international 
schools 

Government Government 

No. of international five-
star hotels 

Government Government 

No. of foreign consulates Government Government 

   

3.3. Identify Soft-landing Zones 

It is difficult to identify suitable soft-landing zones in China through online research alone. Part 

of the reason for this is because Chinese governments, companies and organisations are not 

good at establishing or updating their websites or publicising their activities. It is therefore 

important to consult with organisations which have relevant experience and expertise. These 

organisations may include the cities’ local Bureau of Commerce (general), local Investment 

Promotion Centre (soft-landing service inquiry), foreign affair office (state-level or municipal 

level cooperation), third-party service providers mentioned in Table 2, and international 

organisations such as ENRICH in China and EU SME Centre in China. 

 

Many international exchange activities between Europe and China have been organised in 

recent years and the Chinese government has been very active in attracting foreign investment 

through these events. European SMEs are recommended to attend these events and approach 

Chinese representatives when they intend to enter into the Chinese market. The Case study 2.3: 

Suzhou Inspiration Park is a good example of how an Austrian company started their first 

conversation with a Suzhou government agency at an international exchange event, built 

connections with local government, screened industrial parks in different cities China, and then 

established collaboration with local government agencies.   
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Case study 2.3: Suzhou Inspiration Park14 

Introduction of Suzhou Inspiration Park 

Located in one of Suzhou’s three key municipal areas, the High-Tech New District, the Inspiration Park 
provides all-round services for domestic and international start-ups and SMEs, with industry foci on life 
technology, smart health, and high-end medical equipment. Five construction phases were planned in 
the Inspiration Park, of which the phase I has been put into use and phase II is planned to attract 
companies in June 2021. Since 2019, the phase I has attracted 60 SMEs with excellent services in 
financing, public service, living support, and funding policies.  
 
JLP Health GmbH of Vienna Joined the Inspiration Park 

Introduction 

JLP Health GmbH built its third lab in Suzhou High-Tech New District in 2019 after its other two labs in 
Germany and Austria. It entered the Chinese market by co-founding the Angal Biotechnology Co., Ltd. 
with Jiangsu Industrial Technology Research Institute and Suzhou New District High-Tech Industrial Co., 
Ltd.  
 

From the First dialogue to EU-China Cooperation on Research and Innovation: the establishment of a 

joint venture 

Based on an interview with Ms Zhang15, JLP Health GmbH had been planning to expand their business 
in China for a long time. In 2017, Director Liu from the Jiangsu Industrial Technology Research Institute 
(江苏省产业技术研究院) visited Vienna through the connection of his friend Penny Lau. Liu met 

Joseph, the founder of JLP Health GmbH, in Vienna and invited its team to visit Suzhou, China in 
December 2017. JLP Health GmbH was impressed with Suzhou’s research and innovation achievements 
in biotechnology and thus had a first interest in Suzhou. 
 
In November 2018, the Jiangsu Industrial Technology Research Institute invited JLP Health GmbH’s 
delegates led by Ms. Zhang to visit the Inspiration Park and exchange on the resources, projects, and 
research platforms.  
 
In January 2019, JLP Health GmbH and the Jiangsu Industrial Technology Research Institute started to 
discuss co-founding businesses in the Inspiration Park and established a company in June 2019. In the 
newly founded Angal Biotechnology Co., Ltd, Angal owns 90% of equity while the Jiangsu Industrial 
Technology Research Institute and the Suzhou New High-Tech District owns 5% respectively.  
 

Industrial Park Selection 

Before the joint venture, JLP Health GmbH also visited other industrial parks in Suzhou, Kunshan, and 
Nanjing Hi-tech Zone and eventually decided that Suzhou had the most attractive resources. However, 
Suzhou Industrial Park already hosted more than 700 listed companies in biotechnology and the area 
was becoming increasingly competitive so JLP Health GmbH chose to land in Suzhou New High-Tech 
District where there were more opportunities for growth and development.  
 

Funding and Operations after the Joint Venture 
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3.4. Establish a legal entity and apply for status recognition and funding  

Establishing a legal entity such as JV and WFOE is required to operate any businesses in China 

(see Section 3.1). With a legal entity, European SMEs can further apply for various funding 

programmes that aim to support the growth of innovation companies. These programmes vary 

in terms of their purposes, company development stage, and activities. 

 

                                                           
14 Inspiration Park’s Official Website. Available on: http://www.inspirationpark.cn/. 
15 Liqun, Z. (2020, September 25). Telephone Interview. 
16 Milestones are usually set by local government as an evaluation criterion for the decision-making of funding grant. When the 

milestone was not met because of the company’s issues, the government has the right to postpone or refuse to release 

funding.  

The Suzhou New High-Tech District has been providing strong support for Angal’s development. A good 
example of it is that the government postponed the deadline of Angal’s first milestone16 of office 
construction that was delayed for 6 months due to the COVID-19 pandemic.  
 
Moreover, Angal has been enjoying the preferential policies of (1) 3000 m2 offices with 3-year rental 
waive and a 50% discount of 3-year rental; (2) 30 million RMB R&D investment from the Jiangsu 
Industrial Technology Research Institute and 20 million RMB R&D investment from Suzhou New High 
Tech District. 
In corporate management, Ms Zhang, the General Manager of JLP Health GmbH, was fully entrusted to 
form and train a team to manage their Chinese team. This is largely due to her high cultural intelligence 
that was cultivated through her experience in China and 17 years of experience in the North America 
and Europe respectively. Angal now has four full-time PhD in the scientist team and is hiring talents to 
their Chinese team in China. In the future, Angal is planning to introduce 3 scientists, including 2 
Austrians and 1 German to China’s office. 

Insights and Suggestions from Angal 

Ms Zhang believes that their success in cooperating with Chinese government is largely due to their 
cultural link and it is important for European companies to hire Chinese experts who understand 
Chinese market and cultures when they have the expansion plan to China. 
 
 
 1. Hire experts in the executive management team 

who understand the Chinese markets 

2. Consider less saturated and less competitive cities 

to earn funding opportunities if the industry is the 

development focuses of many cities 
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3.4.1. Status Recognition for Tech-based SMEs 

Technology-based companies can first apply from municipal government for technological 

status recognition which is considered as strategic evidence that they are likely to become 

competitive in the marketplace. Having this status will also support European SMEs’ applications 

for further funding or applications to government preferential treatment programmes. 

 

The first application for status recognition can be complex as multiple business aspects are 

assessed (e.g. accounting and finance, R&D, operations). Soft-landing service providers or third-

party agencies can assist with the application and the renewals which are required every two 

years. Because the requirements and rating criteria may change every two years, it is 

recommended that companies should attend local governments’ annual meetings introducing 

updated requirements to better prepare for the application. Three types of status recognition 

are introduced below.  

(1) Technology-based SME: low requirements and easy to apply17 

 

 

(2) High and New Technology Enterprises (HNTE)18: has more strict requirements of R&D and IP 

than tech-based SME, grants a corporate income tax (CIT) deduction of 15 per cent 

 

Items Criteria Points 

IP 

Technology 
advancement <=8 

Influences on core 
products <=8 

Number of patents <=8 

Approaches to acquire 
patents <=6 

Others <=2 

>=5 25-30 

                                                           
17 Ministry of Science and Technology., Ministry of Finance., State Administration of Taxation. (2017). Evaluation methods for 

technology-based SMEs. GKFZ. [2017]. No.115. Available online: https://reg.fhcchina.com/zh-

cn/user/login?utm_source=fhc20&utm_medium=online&utm_campaign=website 
18 Ministry of Science and Technology., Ministry of Finance., State Administration of Taxation. (2016). Administrative measures 

for the determination of high and new technology enterprises 

Requirements >=60 points

Items Tech SME Requirements Points

R&D costs/revenue >=6% 50

Type I patent (invention) >=1 30

15%-20% (8 points) 8

 10%-15% (4 points) 4

# of R&D employees/total

employees

Requirements >=70 points
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Technology commercialization: 
patent - commercial application 

>=4 19-24 

>=3 13-18 

>=2 7-12 

>=1 1-6 

0 0 

R&D Organization and 
management ability 

Established R&D 
investment system <=6 

Cooperated with 
domestic and 
international research 
institutes <=6 

Established a reward 
and punishment 
mechanism for R&D 
employees <=4 

Established an R&D 
employee training 
system <=4 

Company development: Sales 
growth rate and net growth rate See scale below see below 

 

Sales growth rate 
≥ ≥ ≥ ≥ > ≤ 

35% 25% 15% 5% 0 0 

Points 9-10 7-8 5-6 3-4 1-2 0 

Net Asset growth rate 
≥ ≥ ≥ ≥ > ≤ 

35% 25% 15% 5% 0 0 

Points 9-10 7-8 5-6 3-4 1-2 0 

 

(3) Technology Advanced Service Enterprise (TASE)19: easier to obtain as there are no intellectual 

property rights (IPR) requirements, and still grants a corporate income tax (CIT) deduction of 

15 percent 

Requirements Criteria 

Legal Entity Yes 

Employees with college education or above/total employees >50% 

Revenue from advanced technology service/total revenue >50% 

Revenue derived from the outsourcing of offshore services/total revenue >35% 

 

                                                           
19 Shanghai Municipal Tax Service, State Taxation Administration. (2018). Technical advanced service enterprise identification 

standard. 
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3.4.2. Market Entry Incentives, Subsides, Rewards, and Research Grants 

Many local government (especially at district or park level) provide attractive incentives for 

innovative international companies looking to enter the Chinese market (please see Section 

2.2 for different types of funding at different stages). 

 

These incentives are diverse and may cover areas such as tax exemptions/reductions, 

leasing and rent subsidies, and research and development. In many cases, companies need 

to prepare one year before the application as the application process is highly detailed. 

These incentives are generally described in local regulations, but ad hoc incentives tailored 

to a company’s specific needs may be negotiated in cases of particularly innovative/strategic 

investments.  

 

As governments at different cities or districts are competing against each other to attract 

foreign SMEs, they may have strict requirements for companies applying for their funding 

programmes and preferential policies. For instance, local governments may require that 

companies to transfer key IP/patents and core employees’ social insurance to the new 

company at that district/city. In other cases, governments may require that the company 

stay at that district/city for a certain period of time. Therefore, it is important that European 

SMEs fully understand the implications of these agreements before making a commitment 

to local governments.  

 

3.4.3. Suggestions for funding applications 

(1) Regular contact with local government 

Regular contact with local government agencies such as Science and Technology Bureau 

and Management Committee enables the company to be better informed of new 

funding opportunities or updated requirements of annual funding policies. 

 

(2) Hire employees skilled in funding application 

It is vital to have Chinese experts specialised in funding application as most of the 

documents are in Chinese. They can be employees from the department of accounting, 

R&D, or operations as most of the requirements will be related to the three areas. 

 

(3) Focus on funding programs at less competitive but growing areas 

Despite enormous funding opportunities in popular cities such as Beijing and Shanghai, 

it is difficult for newly established SMEs to acquire large funding programmes in these 

cities due to the large number of competitors. Less competitive cities such as Suzhou, 

Shenzhen, Wuhan, Chengdu, and Chongqing may also have matched programmes 

available for European SMEs and even in the same city, funding opportunities vary from 

district to district. 
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Appendix 
Appendix 1. Factors to assess the business environment of different cities in China 

 

 

Beijing Shanghai Guangzhou Shenzhen Chengdu Chongqing Hangzhou Wuhan Xi'an Tianjin Suzhou Nanjing Zhengzhou Changsha Dongguan Shenyang Qingdao Hefei Foshan Ningbo Kunming Fuzhou Wuxi Jiaxing Zhuhai

Office
No. of industrial

parks/incubators/CBD by 2019
12

2,028 3,303 2,637 4,262 927 955 1,481 1,321 643 1,142 1,924 1,040 615 672 2,554 438 874 617 1,602 954 286 461 900 658 378

No. of universities in 2019 12 92 64 82 13 57 65 40 84 63 56 26 53 62 51 3 48 25 50 13 13 51 34 12 6 10

No. of undergraduates in regular

HEIs in 2019
12

581,133 517,796 1,086,407 21,000 840,297 762,811 431,965 969,323 712,810 523,349 217,950 726,728 993,479 703,519 121,408 391,152 397,982 497,131 123,575 149,804 547,277 319,943 106,027 70,711 138,957

No. of urban population in 2018

(millions)
12

21.54 24.24 14.90 13.03 16.33 31.02 8.70 14.18 10.00 15.60 10.68 8.00 10.13 7.91 8.22 8.11 8.71 5.70 7.19 7.6 6.72 7.11 6.57 4.50 1.56

Air: No. of international airlines in

2018
12

128 111 85 56 63 43 41 34 38 49 0 34 22 26 0 22 23 33 0 0 48 21 0 0 0

Water: Cargo throughput (tonnes,

millions)
12

0.00 669.06 426.08 79.76 0.16 194.52 42.44 164.91 0.00 82.61 13.72 149.05 0.00 23.30 62.98 0.00 25.02 52.58 46.78 324.24 0.24 120.76 27.91 22.69 28.17

Communication: No. of 5G

facilities in 2020
12

10,000 10,000 7,100 6,390 10,000 30,000 30,000 5,800 997 10,000 2,475 1,000 5,000 3,200 523 150 10,000 700 2,000 3,100 1,000 4,775 1,000 100 1,200

Special geographical position: BRI 4
✔ ✔ ✔ ✔

Special geographical position: The

Yangtze River Delta Economic Belt
8

✔ ✔ ✔ ✔ ✔ ✔ ✔ ✔

Special geographical position:

China Railway Express
7

✔ ✔ ✔ ✔ ✔ ✔ ✔

Special geographical position:

Guangdong-Hong Kong-Macao

Greater Bay Area

5

✔ ✔ ✔ ✔ ✔

Tap water for manufacturing

(RMB/tonne)
12

9.5 5 4.86 3.77 4.43 4.55 4.4 3.49 5.8 7.9 4.15 3.82 5.95 4.19 2.18 3.5 5.4 3.4 2.46 6.12 5.75 4 5.16 5.45 2.43

Power price for manufacturing

(RMB/kWh), 10 kV
10

0.677 0.671 0.6475 0.6474 0.5283 0.606 0.6644 0.6117 0.4462 0.678 0.6418 0.6418 0.585 0.6437 0.6475 0.5456 0.6172 0.6342 0.6475 0.6644 0.467625 0.59 0.6418 0.6644 0.6475

No. of international schools 12 99 104 54 55 35 23 25 27 17 20 48 27 26 15 0 11 26 12 11 20 14 0 18 0 10

No. of international five-star

hotels
12

61 72 22 23 17 28 24 14 15 15 21 21 8 9 9 7 9 11 10 10 6 8 9 7 8

No. of foreign consulates 9 134 76 62 0 18 10 0 5 4 0 0 0 0 0 0 8 0 0 0 0 8 0 0 0 0

Talent/labour

Transportation &

communications

Production cost (factory)

Living support

Tier One Cities New Tier one Cities Tier Two Cities with High Potential
What factors to consider Evaluation criteria

Score (above

median)

City Beijing Shanghai Guangzhou Shenzhen Chengdu Chongqing Hangzhou Wuhan Xi'an Tianjin Suzhou Nanjing Zhengzhou Changsha Dongguan Shenyang Qingdao Hefei Foshan Ningbo Kunming Fuzhou Wuxi Jiaxing Zhuhai

Score 10 11 13 9 9 12 7 13 7 8 6 9 7 4 4 3 5 4 4 2 5 5 1 1 3

Tier One Cities New Tier one Cities Tier Two Cities with High Potential


