G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
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Introduction

The purpose of thiﬁ memorandum .is to. acquaint the interésted manufacturef with
the existence anquharacteristics of twd neﬁafrea Zones in :Colombia - one&.at the
new airport at Palmaseca nearCali (population: 1,000,000), and the other in the .
port of Buenaventura (population: 130,000) on the Pacific Coast. The Zones,
created in Jul& 1970, are now being designed fo attract the maximum interest of
traders and manufacturers, Arthur D, Little, Inc. has been engaged to work with
the management of thé two Zones in planning their fagiljties and organization.

In:this memorsndum the essential charaoteristidé"éf‘the”Zones and their cost
factors are presented, ‘so-that potential users can astimate the attractiveness of
the Zones for their purpo:a. "

International Trade Fabilitipa'

Free Zone warehouse facilities at Buenaventura will be provided for- trading
by sea w1th the principal cities of Colombla - Bogoté Modellin, and Call. The
airport ax Palmaseca will have Free Zone warehause facllltxes for trading hy alr .
with the Cauca Valley reglon which, with lOJ of Colombla's populatlon, produces }
about 25’ of its food and 25" of its exports. ‘These faollitles complement thosa E
already ex:stlng at the Barranquilla Free Zone, on the north coast of the country‘. o
The Free Zones permlt duty free import and axport of goods. Payment of dutlea
is requlrea only as products flear the Zone . destlned for Colombia.

Tixport. danufacturlng Facllltles ‘

S

Manufacturxng for export within tha Free . Zones should ve of special interest
to companies with labour-intensive operations. The comblnatlon of jextremely
low-cost easily trained labour at Cali/Palmira and Buenaventura, excellent

~ transportation facllities, and geographic proximity to magor markets in the
United Staxes and Burope, is worth investigating.. The following are salient
points to congider.




1. Labour

The labour pool is large, with wages ranging from US%0.30 - wO 30 per
hour actually worked (1nclud1ng all fringe benefits) for unskllled workers. This
may be compared w1th the current U.S. cost for unskllled labour of US@Q 50 per

hour actually worked including fringe benefits.

- 2. Transportation

Geographically, Palmasecé and Buenaventura aré’aé close‘fthhé Fast CoQS'
of the United States as are the cities on the West Coast of the United States
(2,500 ‘miles or 4,000 kilometers). Freight service by sea and air' is good:
four ships are handled daily at Buenaventura; there are several daily flights -
to the United States and Turope from Cali,Aas well as frequent connections to the

rest of Central and South America,

n3. Hase and Speed of Operatlons

The Zones w111 be designed to reduce red tape to a minimum, as the manage:ien
of the Zones is convinced that their success will depend on their ability to turn
goodsaround rapidly and efficiently. For example, cargo aircraft landing at
Palmaseca will be cleared directly to the Zone, with all customs procedures takin,
place under Zone management and within the territory of the Zone.. The Free Zone

at Buenaventura will offer similar facilities for unloading cargo from ghips.

3, Business Climate

The bu51ness cllmate of Colombia is attractive for export manufacturlng.
The country is too heav11y dependent on coffee exports and has for some years
been trying to dlver81fy its exports. Thus, any new manufacturing enterprlse ai
at markets in the Unlted States, Burope and the Far Tast, would be welcomed
Forelgn exchange and control restrictions earller created difficulties for Free
Zone operatlons in Colombia, but these were ellminated by law during 1970, and

will not apply to the Free Zones at Buenaventura and Palmaseca.




Interviews with Amerlcan, Canadian, Nuropean and Colombian businessmen in
Cali have indicated a favourable climate for business operations., Living condztione
for managamenfyfamiliés'in Cali are of good quality by international standards, with
good schools, clubs, and pleasant suburbén communities, Buenaventura does not
offer similar facilities but is only 30 minutes by air and 2% hours by car from
Cali, suggesting the possibility that general managers with operations at

Buenaventura could supervise them from a base in Cali.

Colomblan T"\:ztancrg;g:

Colombia is a developing country of 21 mllllon populatlon, malnly agrzcultural‘
but with 1ncreaslng industrial activity. In recent years, the manufacturlng
industry has been the most dynamic branch of the economy.

Principal exports are coffee (609 of exports)t sugar, tobacco, bananas,
cotton and rice. . The country also produces and exports gold, silver, platinum,
copper, irom, lead, mercury, coal, zinc, asbestos,\quartz,vsulfﬁr, mica, salt,
0il and emeralds.

’The‘most‘impartant products in the manufacturing industry are canned foods,
textiles, rubber goods, glass and glassware, cement, chemicals, fuel oil, electrical
aopliances, steel, leather and goods, lumber and vegetable oils.

The Colombia GNP is about 36 billion dollars and has been growxng at more than
4% per year recently. Exports total about 187 of GNP,

Pree Zone’ Advantag__

Two important advantages w111 be granted to anterprlses establlshlng in
the Free Zonese'

1. Freedom of Internatlonal Trade

JInterprises establishing in the Free Zones will be allowed ¢ import
and export freely all types of goods such as equlpment furniture, manufactured
and semi-manufactured goods, parts, and raw materlals, withoyt -restrictions,

bond, licenses, or taxes of any type.




’ Any Colomblan product enterlng the Free Zones will be consldered as
V; Colomblan export and wlll be favoured with a Certificate of "Abono
‘Trlbutarlo" (LAT) whlch may be laxer used to pay Colombian taxes. Any
Free Zone product ‘that enters the Colomblan market will be considered as
an 1mport and w1ll be subgect to the same legal requisites as any other |
import, with payment effected by Exohange Certlflcates.

2. Fxchange Rate Freedom

Foreign ZBxchange is strictly controlled; however, according to Decree 5

" dated January 1970, companies establishing in the Free Zones will be granted
complete fréédom from this control; in other words, they may use their
dollars as they please without any control. - The only restriction is that
natural or juridical persons domiciled in Colombia must be paid for services
Colombian pesos. Ireedom from exchange control is especially important, no
only to guarantee freedom of international commerce, which is essential for
export industries, but also for remitting of profits, return of capital to
country of origin, and payments to foreign companles for royaltles and
.serv1ces. There will be no restrlctlon or limitation for any of these

operaxlons ingside the f'ree Zones.

‘ Labour Availability and Cost

According to the 1964 Census, the Cauca Valley contained about 107 of
Colombia’s population or 1,733,053 inhabitants (856,250 males and 876 803 females
with a ratio of 707 urban 30" rural. These inhabitants were in the follow1ng ag
groups:- 45”7 under 15 years; - 50" between 15 and 59 ’ward~5%:over 59. The estime
labour force 1970 was 638,000. The rate of unemployment is high, and it is beli
that about 134,000 are readily available to work

Cali, Palmira and Buenaventura are.the main c'ties of the Cauca Valley, and
- contain 507 of its total population. . A high proportion of the available labour

present has a third or fo.rth grade education.




' The following table shows our estimates of available labour for the Valley
and the main cities for 1970 and 1980 '

Available Labour Force

" Cauca Valley Cali/Palmira Buenavenfura:;/ L
1970 134,000 62,000 + 7,000 ‘ 1
1975 158,000 - - 92,000 9,000
1980 . 194,000 : 110,000 11,000 i

liinimum wages set by the Colombian Government‘fOr Buenaventura and Cali/
Palmira are currently 17.30 Colombian pesos per day or approxlmaxely USWO 30,
Total fringe benefits for workers 1nclud1ng pay for one day of reat per week, | I
vacation, subsistance allowance, semi-annual bonus, social securlty, family B ‘f
medical expenses, pension contributions, and other miscellaneous soclal benefite amount |

to approximately 837 of fhe above cost., Actual pay scaias vary with different
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o 1

company policies,; however the following is a practical guide: N o ‘ '
' ‘ S ;

Total U.S. Dollar Cost

Jdominal Wage Including all Fringes b
| Pegos per day per hour actually worked A
Unskilled, training ' 17.30 - 20.00 ; 0.20 - 0.24 \
Trained Unskilled 25.00 - 30,00 . 0.30 - 0.36. E
Semi-Skilled 35,00 - 50,00  0.42 - 0.59 !

Skilled 50,00 = 75.00 -~ - 0.59 - 0.89

Compdnies establishing inside the free Zones are subject to the same taxes

and fringe benefits for labour as those operating outside of Free Zones.
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Land and Buildings

The Palmaseca Free Zone is located on a 500 acre tract adjacent to the air
cargo terminal at the new international airport about 12 miles from Cali. There is
& new highway connecting the airport with Cali, and rail service is nearby. 7 1
The land is flat and dry and will pose no problems for construction.

"
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The Buenaventura Free Zone is located on a 110 acre tract immediately adj
to the new dock facilities. The land is cleared and level, but will necessit

building on piles.

Services and utilities, such as water, electricity and sewers will be
available to the lot lines and each Zone will have paved roads and sidewalks,
pollce and fire protection, and other amenities normally expected in high-grad

1ndustr1al parks.

Wareshouse and production buildings will be constructed of steel and conc:
comparable to Unite States standards. Heating is not required. Constructi
costs, which can be assumed by the company locating in the Zone or‘reflected 3
the rental rates, are roughly 50° of United States cost for comparable buildir
For example, warehouse construction 1n Cali w1ll cost about USi4. 00 per squart
manufacturln plants about US47.C0 per square foot. 00st in Buenaxentura wil

be approxlmately 20°% hlgher

Tnergy

fuels _ - .- Usi/Gallon

Gasoline, High Test 0.14

Gasoline, Regular ‘ U.l2

Diesel j'uel S 0.085

Xerosine : 0.072

fuel 0il ‘ 0.05

Blectricity, Industrial ' JS%

fonthly Demand Charge, per KW 0.50

Charge per il . 0.0116
Transportation

General Air Cargo dates for 100 Pound iinimum Shipment

(Usi/Kilo) -

To _ Los Angeles Chicago New Y.
Cali, Colombia 1.28 1.37 1.
HMexico City, liexico 0.73 0.85 0.
San Juan, Pterto Rico 1.06 0.71 O..
Shannon,; Ireland ' 3.31 2.72 , 2.
Rome, Italy - 3.90 3,31 3.
Tokyo, Japan 4.50 4.66 4.
Hong Kong 4.67 4.83 4.
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Maritime Rates, Cdlombia, Selected Commodities

Foods
Vegetable Oils
Synthetic Fiber

Agricultural ilach.nery
+ Canned Foods

oo

(US§/Short Ton)

United States

To
22 - 65
22 - 80

40

From '
- 82

59
45

Europe _
To From
27 -
4 96
- T4





