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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.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org
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OF INDUTTRIAL FHEL ZONES

A hard look at the Philippine economy and poli=-
oles pertiront thereto reveals the fact that only
since 1970 has there been a concerted effort towards
the development and promotion of exports.

Before that, thore were laws and policy pro-
aocuncenents geared towards the stimulation of invest-
monts in industries through various incentives like
Sax exexptions. By and large, howover, such policies
"~ and rtatutes were gesred mors towards controlling

imports and developing import substitute manufecturing
iadustrics.

This tenor of past economic policies resulted,
among others, in dirficulties concerning the foreign
currency uum of the country. Heavy importation of
émm equipment involved im industries that scught to

produce consumer goods that until then had been con~
Sinously imported did not contribdute to the building
wp of the country’s dollsr Teserves.




Yence, ,drmtﬁ.c physicnl and movnetaly mossures were
adoptcd im Lote 1969 throush 2 70, Thege inc Lude the
frocing of the par value of the peco in a free float-
ing merkxet, Frimavily, vhio meisure wes to have a ned
effect of muzimizine pesc values ol traditional Philip-
pine exporto. On the othor hand, this meusure further
inhibits indiccriminate importatior of consumer goods,
specially those of the non-essential category. On top
of thiz, the Central Bank has slapped outright prohibie

tions on importation of certain comnodities.

In large ceasure, however, thess moves, if at all,
were incomplete attempte at overall promotionm of the samu-
facture’ 6:" exportable comsodities. Thus, the Export
Incentives Act (R.A. 613%) was pasced in Conzress and
signed into law by thc President %o give vigor to the
export promotions drive of the Thilippines. This was ¢a
August 31, 1970. This atatute was enacted malaly to in-
vigorate (ho country's oxport trade and accelerate its
growth rather than rely on exportatien of traditional
primary products. Republic Act No. 6135 cncoursges the
sxportation of mtaetmd products, especially those
that are labor-intensive. Aside from incentives that
are mostly in the form of tax holidays, e definite
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funding schemo to implement pro-rans deszicned to diver-
sify Philippine export products and markets is also

provided for by the law. The Board of Invostments was

charged with the responsibility of implementing the
measure,

Based on reactions from the investing pudlic since
its encotment, the law proved to be a milestono in the
export drive of the government.

On top of thir, a law which was earlier signed by
the President in Sune, 1969 was expected to give direct
dncentives to export-oriented industries. This statute
is hmiic Act. No. 5490, more populerly knewn as the
Poreign 2rade Zone lav. It establishes the country's
£irvet foreign trade some ia Mariveles, Batsan, o pesine
sula that guards the entremce to mih’ Bay. Industries
allowed $o operate within the Zone were giveu the ine
oentive of bringing in needed capital eguivment, Rachinery,
parts and rav materials, for purposes of processing, menu~
- Santuring, aumsnuwwﬁmm m
oustons dutien axd saxes,

These two lawn paseed wiihin a spen of 1A acathe
”mmu;mumzmmm&
tion and developmens.
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Tue Fovcira Toadn €€ areject in M-riveles, Bataan,
is ptill in iU dgevelopmantal sta e. 1t is aetu 1lly the
first such frece zona project altnnugh there have been
earlier industrial catolcs proJects, both government and
privately—initiated. Gueh ipductrial esctutes do not pro-
vide incentives, however, thot a.e extended %o industries
which would be allowed to operate in a free oOF foreign

trade zone,

fhe Foreign Trade Zons has an aggregate industrial
area of 1,%20 hoctares. Of this area, only sche 560 het~
turcs are utilizable. Development of thc Zone is on &
phsse-by-phase basis, and {aitisl targets involve three
phasos for 1ight, nmediunm, and heavy industries. T™he
12ht dndustrial portion has net factory area of around
31 hectares out of & gross €5 hectares. Gume 10 hectares
of the 65 are alloted for sdmipistrative and gervice ins~
tallations. The medium industrial area has an aggregate
of 70 hectaros with net factory ares totalling some [
pectaves., Phase III, which ia reserved for hoavy iodustries
1ike machipery and pnetel works, has a total hectarage of
150 with net factory ured of somg 134 hestares.

Once fully developed, these throe phases alons would
socompdate arcund 100 1ight and tediuvs {ndustrics end SOBS
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10«15 beavy industricl installations. Five yeevrs from
now, it is ﬁrojccted thot three dhrea prhasee would have
cpploymenti totalling around 50-00,000 direect workers
and annuzcl exports in excess of $200M.

There are no immodiate plans to estadlish othor
foreign trade szones in the country. However, this is dus
nore to the kc.onatraints emdodied in the Act establishing
the foreign trede zone in Mariveles. 7. correct this li-
sitation, an amendatory dill is now pending actiocn in
Oongress, and once approved, the Foreign Trade one Author-
ity, which is chargz4 with the eestablishucat, adaisistres
tion, and maintensnce of free zones, would foel more free
with respoct to future planning. 1t ic envisioned that
ﬁm'choux:m;tm, at least two more free trede
sones would be established {n other parts of the Fiilip-
pines.









