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FREE=ZON:: I USTRIAL LSTATES

Chapter 1. The Free Port

l. Nomenclature
" A free port, as it is named, offers more freedon than an

ordinary port doese There are more than one hundred port areas which
oan Le oalled as free ports in sense. However, they are different in
e‘hnﬂaterhtiu becauge of their different purposes of establighnent.
It would be therefore, difficult to properly define them. Generally
speaking, it is a port ares exempt from custon duties for roods lurorted
or exported. |

Today a free port in the nature of tax exemption only hng
sotually been out of oxi.-toiwo. nor is a free port of utmost freecdon =
a free port not only for tax exemption but algo free of general adnini-
stration, like a free city in iliddle Ages. ’fh-rcforo. the nature of a
free port in the present world is right between these two extreuities.

2. Ilstorical Background |

Fefore the nineteenth century, ths foreign trade of 1orld powers
wag baged upon the tranghipment and the collection ‘nd distribution of
foreign goodse The commercial uuocui of a nation dd not depend upon
its domestic industrial prosperity or the export of its mative goods,
but lay in its trade position. In the fourteenth oemtury, Druges whish
is now in Belgiua was the biggest market in North Burope. Merchants of
Veanice brought in their manufaocturing products of glasses, textile,
smmnition, papers, etc. and what they had traded from the Orient. Then
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the ucrchants of the various hiy citlies in the south western rogion
of the siore of Laltic gea ot together and forned a vast business
orpanization, all taking Urures as the degtination of thelr lestern
shipping lanes. Other Christian and Arabian sountries were also
shippin; their goods into thig narket. Till fifteenth cemtury, Antewsrp
(at that time it was under the jurigdistion of Spain, and is now under
the jurigdietion of Belgium) was raiged up as the bigzest market in
the Northern Eurcpe ingtead of Frugess At that time the trade in
Antowarp wag entirely free of any restrictions, which wvas the main
reagon of why merchants wcfe chogping Antewarp ag the conter of trade
developuent. Since sixteenth century, Spuiri was defeated by Iolland and
‘then failed in the wer with Englands. The Duteh merchants bscame sctive
in tmdq among thelir colonies. For the gake of promoting domestie nariet,
Angterdsm has been chogen to take place of Anterwarp as & commercial
bese. Then in the severteenth c«.ud eighteenth century, as a result of
keen competition of shipping and trade between England and Folland,
London hag bocome the bigpest transhiprent market of the worlde

Owing to the exaction of ways of levying and tho inconsistemce
of local bylaws in Middle Ages, it oreated certain obataciws to industry
and commerce and deeply effected trades At that time the peninsula of
Italy was divided into seven small indepcndent states, with six states
having then own protective tarrif respectively. In 1840, a firm of
Milan shipping silk goods to Florence had to pass through eirht cugtoms
stations within a short travel of hundred fifty miles. In Shain, goods
imported and exported shall be taxed, also with certain reatrict:lons;
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inglend nlgo adopted certain prot;otivo tarrif ir the gseventoenth century
in order to prevent from export of raw materisls and encourage genersal
axports. Dafore the n&m century, the various states of Germany
had their own ocugtoms regulationg until 1829, when thay organized the
customg wnion to form a unified tarrif along the boundary of the country.
Aocording to vhat has been mentioned above, it' is clear that aress in
which freedom are badl& needed a.ia those which suffer fronm resirictions
or hindraxnce in trade. The Free Port » which ia able to absorb shipping
transportation and vast amount of re-export trade, comas to its
exigtenco.
3. Classification
Although thers are different opinions n;noug scholarg sbout the
categories of free ports, yst the following classification according to
1ts oxt;m‘!s of freedom may be the most common or practiocals |
1} The Free Port City is to t;h the comuercial port as a

whole, together with its contipfuons city, as an area outgide the customs
territory. UNot only it is being allowed to handle frool:} cormodities

of its export and import, storage, processing and manufasturing, tut also
it i3 admitted for people to live in and enjoy consumption of foroim
goodse.
| 2) The Free Port Cuarter is to take a part of the comsercial
port to be outglde the customs territory. Although it iz also allowed
to bandle freely uomoditlea of ite export and import, storsge, processing
and napufacturing but people are not admnitted to live ine Even personnel
-ﬁo heve been permitted to reside in the area for adainistrative purpose
shall not be allowed to congume foreign goodge

[



3) ThLe i'ree one hag still a 1ore narrow senac in freedoa
than a ‘'rece Pore ‘uarter does. It Jdoes not only forbid people to live
in there, Lut clso probil it processin;: and manufacturing. Unly simple
naninpulatiors guch as export and lLimort, storage, repaciaping, prading
and portin are a:llomd in the ronee.

4e Oljectives

The neaning oi’ the existence of free ports may be gummed up
as follows:

1) To promote tranghipuent and reexport.

No watter historically or physically, the developucrt of
tranghiprient and the attractiorn of reexport are the wain functions
recuired for the existemce of a free porte In lack of such funclious,
it cmmof L.¢ ealled a free port, or there ig no need of iiu cxistentes
Tranghipent ig different from reexports The former needs only to offer
port facilities for the trade of the third nation, to facillitate its
traps’ur of ghips for transhinient t: other countries. Strictly ‘
speaiciiy’, there is really no relation of trade with the lhost country.
Noreover, moal oi the conﬁoditica are ‘ranaferred to other ships Ly
maintaining itz origirel packaging, and ther tranghipped to the taird
oountry of destination. Under sucli conditions, the port would be
congidcied ug & port of facilitles nroviglon rather then & port of trede
facilitiese Therefore, besides the free port whish offers special |
privilecges to the incoming and wutegoling ships for trana! ipugnt, there
vill be of not s0 mueh difference of facilitating transhipuont either
by a free port or by other custons horte In other words, it .ay not

be necessary to uge the free nort for the promotion of iranghipments



This will mot be the case of reexport. lost of its undertakers are
looal mercheantss They vhzvo their investment on the comaodities imported, |
or by the consignment of foreign merchants to import goods or raw materials
for processing or repackaging, or to te mamufactured with local materials
incorporately, with the mamfactured goods for import, or even for reexport.
Suoh kind of trede are mostly handled by domestic merchants, Those whe
run reexport bhusginess nay ship foreign goods into the free port without
paying customs duties or taxation, nor is the need of going through
cugtons proceduress He may handle his gbodu freely in the free port,
This will naturslly offer tremendous benefit to the merchant and promote
reexport trades This is not only the obvious fact but algo the main
objective for the establishment of a frae porte

2) To estadbligh international narket.

Although geographic condition is very important to the
formation of an area of oollestion snd dstridution of international
narchandige, the exemption of custm; duties is the most monﬁt of
all. If it is also allowed for exhibition and free trade in the ares,
it will naturally fully display the function of its markst value. This
is why a free port shows {ts importance in the role of internatioral
trade narkets The presperity of Honrkong, Hamburg FPree Port and New York
Foreign Trade Zone reveals the fast that they have formed the necessary
eonditioﬁs as & place for collection and disgtribution of intermational
ﬁmhndin and trade.

8) To establish industrial arsas using foreipgn goﬁda or raw

material for processing and nanufacturing.
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In countries of no {ree port, foreign goods zad rav naterials
shall have to go through customs procedures of Lmport s0 as %o make it
into domestis goods before processing or nsmfacturinge Even in sountri es
with bonced warshouse systeme it hag also to go through bonding procedurss
before it oan be processed or mamfestured under the custody of cugtoung.
However, in a free port where it is allowed for precessing and mams
fasturing, there is 2o need of performing such complicate procedures of
cugtamg clearanse or bonding, This is becamige foreign goods entering
a free port will be ezempt {roa the payment of cugtoms duties and also
fres fron customs intervention, 80 that geods may be handlied freely
a8 soon sy it is unloaded. Therefere, these will be the best places for
lesating indugtries in need of foreign raw materials, sieh ag the shipe
ping industry and the various asshanisal assenbly indugtries in Hesburg
Free Pert, and the arms industry, the gilding industry, the processing
of feather and mrs.‘ the marble industry, and the various f9od industries
in Copenhagen Free Perte DBaged upon the request of the various domestio
mamufasturers and the aotual need in industrial development, the United
States in resentd years hag provided in the Fersig-Trade Zones Act,
the facilities to be given in the various foreign trade sonsa to the
operation of mamfasturing snterprises and their legal adnittanse and
protection. loreover, msohineries of Sax exemption asy be abtained for
the ingtallation of plants ingide a free port besides constamt impreving
and mainbaining of high mamilasturisg standardse Thig is the dasis
reagon of a free port helping developasmt of indugtries.

4) To abtrast shipping.

M- spesial privileges given to She entering and

learing of ships by a fres port are me xere Shan thage in an ordinary




port, no matter how in a free port a certain axtwt of froodom hag Lesn
offered to the commaoditiess However, although there are mo direct tunniu
given to the inooming ships, yet owing to the simplified procedures of
ships entering and leaving the port and easy loading and unloading and
. storsge of .gooda in the free port, which ghortens the time of anshorage
theredy best utilising the ecornomic value of ths shipse Therefore, the
inpors and reexport of foreign goods in and from & free port will attrast
‘ vast mmber of ships entering or leaving. Bou Ml »i1l anchor outside
 the free port using bargu ror ioudinc and unludl.n; to ssve shipping -
expensess Thig happens to sone free ports ln mnpt. wqt those with
exoellent runau.. of loading and unloading and hlghcnt offiodency of
port operations As to & free port whish provides special privileges to
and simplified procedures of ships entering and leaving the port more than
A& cugtomg port des, rmh as the famoug Copenhagen Frese Port, it will
inoreage the sttrsstion of emtering thiét. and 1s weleome by the Mu'n-
tiomal shipping enterprises. Furthermers, 1% will be noticed in a free
- pors that the omiio of tax exemption of machineries and materials has.
brought prosperity to shipebuilding factories, maintained high standard
and facilitated shiperepair. It shall mot be overlooked that these will
in turn attract ghipping,
lo louulry Conditions

Aftn' what has been nentioned abeve of the hhtorhd background
and odbjestives of tm ports, we ere asknowledged of the fact that the
oreation of & free port 1s to Neet its enwvirommental requirementse
Countries toward free trade policy have low tariff and less control.
They fesl unnscessary to deal with the problem of establighing free portss
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.hile countries of protective policy exercise control of foreign exchange
and trade. They usuanlly Ahavs very complicate proceduress Industry and
trade in those sountries are very much in’berestad in fhe corvenience
offered by free ports and are keen on the necessity of establishing them.
In order to eliminate the resistance to comierce so as to promote
interratioral trade and shippin; develosmernt, the free port is endeavoring
itpelf to simplifyy nrocedures, save cogt and facilitate frei;ht .iovement.
Starting from the drafting of bylaws, these are taken as the otjectives
for thelr irstallation and manacenent.

5 review of the free nort in Rirope and the tnlted Utates ‘
reveals that it is the proper location, the conveniense of transportation,
the adequate facilities and ite position of international tradc wbich
have rude it successful to aitain the ;oal of trade promotion and shipping
develonnont. All of these are necessary conditions required for the
omtal:lishment of a free port, to be repeated am followst

1) Geoprsphically, it shall te loeated at the strateric ~oint
able to merve as an area of colleotion and ‘istribution of oversea
comiwodi ties of either short or long distance.

2) Communicationally, it shall be waterway, highway or railway
connecting to inland industrial and agricultural areas as well ag big
markets; and shall have been certain shipping lanes already established
in oonnection to important world ports, with the beldef of wmore new ship-
ping lanes to be establighed according to the inoroage of trads.

8) For port facilities, it shall be provided with adequate
berths for oceangoing ships, loading and unloading feoilities, vagt mmber

of warehcuses and the supply of water and fuel.
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4) In international trade, it shall have teen already in‘ 3
profitable position of attracting vast amount of freight ard facilitating
entering and leaving of tig ships. In other words, it bws to have the
foundation of a good harbor and the progperoug fuiure of trade development
~ betore a {ree port can be made succosufule |

6s Advantages and Digadvanta;es

An evaluation of the above mentioned three systes of free
ports is as follows: |

1) The Free Port City.

a) Advanteges:

1) 8ince the free port city 'hu & broader area in
whieh it is pernitted not omly for nroceseing and marufacturing but also
for neople to ruid_e. it nay attraoct big anount of irvestment from |
outa!.da, thereby industry and trade nay be fully developei ir the nort.

| 11) Beoause ai; its broader u'n.‘ it facilitatesthe free
establiphment of large soale factories oartioularly ship=building
factoriess This will attract vest nurder of shipa.to be bullt or repaired
in !tha porte. -

111) Owing to the favorable conditiong of a free port
oity, it does mot only promote inside factories and inorease their
production, but also become the area of collestion and distributior of
world~wide products and promote loocal ghipping develovment, thersby
reinforeing the efficiency and installations of the port.

b) Disadvantagess

1) 1Its broader area needs more establighment along
ldngc 'ouutom boundaries. It will iu harder and will cost more for the
govermment to exercise customs custody.
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11) People living in the free port city does not only
enjoy food and clothing of tax exemption, but aleo may use raw materials
of tax exeuption to memufasture produsts for exports This is mot falr
~ %o all the people of the country.

| 111) A free port city may hold a oertain mmber of
population due to its broader areas This means corsidersble smoumt of
congumption of foreign goods which may effect a part of domestic pre=
dwtion, ' |
2) The Free Port Quarter.
s) | Adventages:

1) The prohibition of pesple to live in the free pors
quarter is a fair play to allow o person enjoying the privileges of
oconguning foreign goods without Saxmtion.

11) It has gmaller ares with ghorter custons bounderies.
Therefore it will be easier and will eost less for the governmemt to
sxeroise cugtoms custody.

© 111) sinee the prohibition of peple te 1ive in the
fres port quarters, there is 2w oconsuning of foreign goods, theredy hae
no «ffest to domestis predmtion.

b) Disadvantagess

1) 3inee the prohibition of people te live in the
freo port muarter, 1% geemg not so eagy to attract outside investmest,
thereby prevents the industry and trade in the quarter from full develepe
nente

| 44) Owing to its smaller ares, the establishment of
larze=scale facteries may be restrioted.
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111) In oape if the area is so small which hinders
indastrial axi trade development) the progress of shipping and harbor
dovelopment will aleo be linited.

8) The Free Zone
a) Advantages:

1) Bince the prohibition of proocsssing and mamfscture
ing in the free motwohmwwuamutmwmmum\
for aport produetion, theredy eliminates the complaints from outside the
_— ,

11) 8imee the prohibition of processing and uamufecture
ing ingide the nm; the area will be mush maller. It will be sssier
and will sogt loaz for the govermrent to oxereiee cnnm oustody.

11i) Sinse the prohibition of pespls to live in the sons,
*hare 1s 0 conpuming of forsign goods and therefore mo effect to domestie
gpﬁé&%m

b) Dissdvantages:

1) 8inee the prohibition of processing and mamfsotur-
ing and also the prohibition of people to live in the free sone, thare
is no way for pesple to invest thereby retards indugtrial and soeial
developaent. |

11) 8ince the prohibition of processing and mamfasture
ing in the fres sone, there ig no prodaotion insides The cperation
depends only on the sollestion and distribution of forelgn goodse Thers
will be naturally less development in shipping.

ithether & free port city, a free port quarter, or a free ione,
1% is designated cutside the customg territory. Ship my wter or leave
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froelys S0 ip ~he handling of z'orae, leeping, repackaring or aaine
teamace of all kinds of comoditiess Generally spoakin., tlere will

Le of nov po much dii‘i‘oréme aon;, those three systeas of free ports,
excopt i the asruwcts of size anc vhother or not it is allowed for
resldence or proceseing and manuacturinge. It will be hard to sey
vhichever is the beet, and will denond upon the actual econonic and
inaugtrial gituations of the country, the objective of its establiglment

and its googrephical conditiocrge
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Chapter Il. Free Trade Porms

A free port may be congidered ag a free trade fanility « esaentially
a device for ;oﬂiding comuerces Although ag what has been memtioned
above of the three systemg of free ports, such devices have apreared
in meny different forms including free cities, free ports, fres trade
sones (either in or away from ports), bonded warehouses, transit sones,
airport szones, industrial free zores and speoial trade privilercs. It
therefore seeng Liportant to distinguigh briefly the severel {ree trade
forna.
1. Free Cities
It ir Telioved that alnost all nodern free trade forme tave
been oririrated frou free citioss Thoso cities conrirted of ir‘ependent
urban areas and, in nany cases, sizeable hinterlands. Todey such cities
do not existe Their oclogest modern counterparts are Ionglor; and
8ingepora.
2. Tree Ports
“he ftu port beocomes the most common nmme of all free trade
fornge Fvolved from the free city, however, the modern "free ports®,
such as Manburg, Copcnhogm; and Stoekholm, oscupy only a relative gmall
part of their respeotive port aremse They ars essentially free trade
gones loocated in porti'rathcr than free ports, and this is algo true of
the foreign trade sones of the United States.
3. Free Trade Zones
ﬁi-toriedly, the nrincipal function of such sones has been
to facilitate tranghipment and re-export trade. They have also been
uged to some u:!:onl: ag centers for importing goods 1:&0 the host eountry.
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Recently there is considerable interest in free trade zones as a device
for stimulating the growth of indugtry in the less developed countries.
Details will be described in the following chapter.
4s Transit Zones

\ This free trade form serves the special function of providing
an oceanside entrance and exit for the trade of landlocked countries
or regions. It mey be very large with extensive facilities ugeh a8
the trangit zone at Tripoli, or it uay be only & warghouse or ghed where
goods are held temporarily pending shipment under Lond to their ultimate
destinationss Larger £ranait gones are charscteristic of free trade
zones, with various manipulations and even namufacturing permitteds Iut
these operations sre secondary or susplesental to the tasic function of
such zoues in providirg trading accese to landlocked arease

be Ionded /arehouses
‘heae are storage facilities in which goods may be stored under

bond or deposit, but without payment of duties, for later re~export or
imyort. Thers are :wany variations of this form. The simplest is the
publ:lc' bonded warehouse under customs controls Goods ars stored under
1s0keandeicey until romoveds Others may be public, semiepublic, or
privaie, ith varioug extenmt to whioch zoods iaay be manipulated, precessed
or even manufactured in the warechouses In effect, the more extensive
bonded warshouse systems, sush as those at Rotterdam and Antwerp, closely
rescible the neighboring free trade zonese It is believed that for the
more highly developed countries, a eyatem of bonded warshouses is more

officient and flexible for performing the functiong of {ree trude zoness
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6+ Airport ones
Thoso are free zones located at airports, corslating of
enclosed arcas where poods rmay be ctored, handled, or procesced under
minirin cugtons procedures prior to re-export. The Shanon I'ree Airport,
+ Ireland is & bost example. In sonie instansoes airport zones are clcseiy
interrated with free trade zones located in port areasze At Colorn, Fananam,
for exwmple, the value of the rvods reeexported by air is equal to about
half the value of all goods handled in the Colon Frec Zone. All of the
ugual functions associated with frec zones or bonded warehouses nay he
nerfornod in airport zonese The rerchandige handled has a hirk retio of
velue to welrht with ghort delivers time. Furthernore, the vorldevide
trend in air freirht towards rreater officiency and lower ratec may lring
inereapir: attention to free airnort zones,.
7« Free MHerchandise Zones
A Those are places where foreirn visitors may rurchage donegtie
or foreirn merchandise without neyment of customs dutiene They are
upually establighed at irtcrnatioral airports of varioug courtries.
Perhape the best 'rown free merchandige zore is at the eirmort at Sharon,
Ireland, Here congumer roodp are hrourht froa all over the world for
sale to tourigts and other truvelerse Shanon is poarticularly well located
for this type of trade. Some uamlacturing has developed in the zone.
The Japaness, particularly active in this, are using the facility for
this ->urpose as a means of avolding &i'mport quotas.
8. Industrial Free Zones
A frees zone industrial estnte is located in a free trode rone,

while an indugtrial free zone may be defined ag an ordirary industrial
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estate cstablished indpendently ingicde customs territory but with
encloged area purposely oporated as a free sons. It deals with industries
only nnd does not necessarily require to be located in a hartor area.

In Taiwan, ROC, the Kachglung Export Processing Zone located in a harbor

area and the second zore located inland are best oxmaples.
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 Chapter IIiI. Ireo Trade Zones

Although there are go many cdifferent free trade forms in the world,
today the nogt comumon form is the {ree trade zone. Houever, it 1g hard
to dufine them glnce they vary svucuhat in nature and nurpoge l'rou
counlry Lo countrye In the Uunlted States, they are called loreign
tr#do zones whoge characterigtics are in resemblance of frce port quarters
in addition to the admission of free exhitition in the zonee

1. | el inition

Jus of the hest kwown definitlong of a free trade zone las been
published ty tho UsSe Tariff Cosudssions o
"A froc >zono 1s a place, linited in extent, Lhat dirlers frou
adjacent territory in boing exempt fron the custous laws as
affecting goods destined for reexpoﬂ) it means simply, that,
ag regards custons dutier, there is freedo:, urless and wrtil
importcd ;oode enter the douwestio narket."
®A free sone tmy be defined as an lgolated, enclosed and policed
area, in or ddjacent %o & port of enmtry, withoul resident
population, furnished with the rﬁcolanry facilities for lading
anrd unlading, for supplying fuel and shipcs stores, for storing
g£oods and reshipping them by land and water; an ares within
which goods may be hn;i-d. stored, mixed, blended, repacked,
mamfastured, and reshipped without payment of duties and without
intervention of oustoms officialss It is subject equally with
adjacent regions to all laws relating to public health, vensel
ingpection, postal m-. labor eonditions, immigration, and
indeed, everything exoept the customs.®
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2. General Attributes

Cartain general attributes of a free trade sone nay be listed
as followas /

1) Importers are allowed 1o lease land and buildings iiside
the sore for their offices and may employ their ovm steffs.

2) The entering of nerchandise into the zone is exempt from
cugtous procedures and needs no cuaranty.

3) Ho swrender of forelgn exchange is reeded Lefore decision
is made on nerchandise entered into 'the zone to e 1mported to the host
eountry,

4) Uerchandise may to gtored in the zone with no tine limit.

5) Lerchandige ir. the zoii¢ .ay 'e repackud, processed namie
factured or rfoe rnanipulated.

6) Ir ecase if there ir ay slortag;e of tho merchandiec stored
in the zore Aue to the ef "ort o, «liate or otlorvise, and guc’. nerchandise
is to V¢ iiported into the hoet courdry, orly actual asournt of il ortution
is pubjeclt to the raynent of curtiw Jo'leoge

7) iorehardise stored ir the zore .ay te withdrawn by parts for
Limort te the ﬁoat country or reoxpourts

8) giree ruaranty is 1ot re-uired for the Lmorter, he will
not e recrongitle to »ay that nart of cugtons dutles in cuse il tlare
is ay shortayes when atorod in the 2o ge ‘

§) Merchaniige alreads I:morted to the host country to be
brousht into the zone may be taksn ar reexport.

10) The immorter of thr nerchnrdise storcd in the wone nay do

qualit; irsapection and teke samples Lcfore customs clecarancoee



- 2% -

11} lerchandige nay be cﬁxi! tiel iz the zo;é.
12) Yo customs inspection is nerforiwed for tle entering of
nerchaniice sxcept checlidng of nleces or welplinp.
| 3.‘ Coiparigor with Borded .archouses

The functior of a borded warehouse is to siore temoraril:
importoed me chandise, to vost-one tine of paying cutics ‘Ten fusohed to
the }xést courtry, and to exempt frou custons duties wéum reaxporteds
Aceordir;; to the present repulatiors of bonded warehuiuges i the Repullie
of Chira, the procsdures for an Liportor to store his ﬁerchcmdise inte
a bo: ded warel:ouse will be as followst

1) It ghall be handled by regi:tered latorg fros the andoaling
of the ghip at the wharf t111 t!w stacking in tho warehouges It i ulgo
subject to cugtomg curtody and nenapcment from the arrival of czerchandise
at the porht till {te reexport or imort to the host covxiry.

2) The customs, for the »urmose of protectir: revenue Aties
and prevent merchandise from sgmu~~linpy out of the warchouse, recuire the
warehousing entcrprise to sutmit a pruaranty in orler to be resrorsitle
for capensetlor if there 1s any theft, ~1lferaie or guyrliv~ of the
merchandises

3) It has to apply for custome authorizatior hefore every
movement of nerchandise in or out of the warehouge, and detnil repistra~
tion shall be made therewith.

4) During the time of storage in the warchouse, nerchandise
shall be systematically stacked according to regulations, so as to facilitate

~ougtoraa ingpection to be made at any tinme.
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t) .arehouses will Le locled by the cugtons alter office
hourge it Las to apply for custons authorization and pay special fee
before cntering the varehouse at suchfi;ime.

G) the period of storage in the bonded warehouse is limited
t0 vrno yeare ihen one year ig over, the mérchmdhe ghall be either
iuported or oxported;

Tow it will be clear to nake & corparison between bonded
warehouses and free trade zones. .he foruer ig time corguaing while
the later will suve & lot in the coste Loreover, with rcgpoect to no
nced of puaranty ir a fiae trade rore, its exemption of customs intere
vairl ioiy, ihe free handling of nerchandise, and nany other facilitics, the
Lorded unwrehouge 1s no natch of e iroe trade ronee

It vill even Le more strict for ile regulations governiry
warufacturing bonded warehousese

1) Lamufecturing pro.ucts in a nemufacturing Londed warehouse
gliall i« for oxport only. Imrort is not allowed even willing to pay
dutics, unless by special permit,

2) 4t the time of regisiratior, the :amifacturer ghall report
to the cug.oms the name and kind of memufacturing products, the name,
kind and cuantities of raw naterials requircd and its manufacturing
process vliich hag to be followed in later productions

'3) The mamfacturer has to submit & gusranty to the custons in -
order to guarantee the payument of duty accordin; to import regulationg
for the part of raw naterial which has not been uanufactured for exporte

4) In the manufacturing torded warehouge, the supervigion of

storarc and withdraw of raw matcrials and namfacturing procoas are
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exercised by custong officials whose expenses involved ghall be borne by
the namfacturer. |

In the mamfacturing bonded warehouse, raw materials may be
imported without paying duties, to be mamufactured or together with
local raw materials into products for export onlye It would he nore
convenient for the mamfacturer to establish the ummfeoturing bonded
warshouss in the port area.

To summarize, the Londed warehouge or the mamufacturing bonded
wrehouse nay offer certain kind of facilities to industry and comuerce,
but the free trade sone may offer more, espesially in the field of
prooting entrepot trade.

4 Funotions

In termg of functiong, Arthur D Little, Ino. claggifies that
a free trade zone may serve to facilitate (1) importa of higheduty
merchandige into the country in which the sone is located, (2) general
imports into the host country, (8) re-exports or transhipuents to other
countries or (4) provide an oceanside outlet for the trade of landlocked
ocountries or regions. ‘

1) Facllitating imports of high-duty mrchm;mo.

/ This trade sone fupnstion is spplieable prinarily to the
more highly developed countriese The types of merohandige handled in
sones for whish this funstion is significant are chiefly expensive luxury
items, such ag perfumes, jewelry, liquors, automobiles and highestyle
mim apparel.

2) Faeilitating imports of general merchants.

To suoceed in this functiomal rele, a free .tradc sons should
serve & large and prosperous hinterland whicsh can afford to import sube
stantial quantities of diverse highwvalue merchandige.
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3) Reexport and tranghipment to other countries.

This is the traditioml and by far the most ea@n funstion
pruaubiy served by free trade zones. Soun'bolicn that the irade position
of a nroposed sone mugt be favorable from the standpoint of this funetion
alone, if the zone ia to have a chance of mc‘oding. As a device for
stimilating reexport trade, the modern free trade zone seemg to have
been successful mainly at placea where such trade nmight be expected to
develop naturally.' It shall be at the crossroads o.{' several shipping
lanes, and is strategically located at the foous of diverse osean trade.

loreover, in ocean freijht novements, terminal costs are
of uajor eigrnificunce in the total cost of ooean transport. idere
direct shipument from origin to destination is available, an intermediate
reexport point must offer substantial advantages to offget the added
cost of unloading, storage, and reloading. Advantageoug freight rates
are of pﬁrticuhr imortance.

4) Providing a trade outlaet for landlooked areas.

S5« Operations _

To quote what has been mdynd by Arthur D. Little, Inc., the
foasibility of a free trade rone nay algo be considered in terms of the
outlook {or the several operationg through which goods brought into a
sone naybe handled or prooessed, for later distribution iuto the custous
territory, or for reexport or intransit ghipment to other countries.

1) Storege . |

This is the ainimun trade sone operation and is performed
to sone dcgrnonall;éods handled in a senes UJoods may be stored
" indefiritely in a sone without cugton entry or bonde The owner may
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hold his goods near his market pending & new import quota perlod, until
demand developss or until he decides how he wishes to dispose of his
ncrehandigse. In well-menaged zones good protection against fire and
thef't is provided, sllowing for low insuranse rates. |

The principal econonic advarntages of :ore storage to
importers are (1) capital is not tied up in customs duties, tmxes or
bond deposits, (2) duties are paid only on the quantity or weight of
goods ultimately entered into the customs territory, not the quantity
or weight upon entry into the sons, (3) goods may e entered into cugtoms
territory in any amount, and (4) in several sones negotiable warehouse
receipts may be obtained. To summrisze, the prinoipal advantages are
rro’dnu from customg regulations while goods are ir ths zone, savings
on bonds premiums for goods whish would otherwise be stored in bonded
warehouges, and savings arising from shrinkage or spollage.

2) Manipulation.

A subgtantial part of the ;oods handled in a free trade
sone is subjected to gome form of manipulation. Goods may be inspected, |
dried, sorted, graded, oleaned, marked, repacked, labeled or combined
with dumestis goods prior to Leing imported inte the country’s custons
ares, or resxporteds Whare goods are ultimately imported, duty is not
imposed on discarded or waste goods, on shrinkage in weight while the
M are stored in the sone or on domestic goods incorporated into the
final »roducts The potontid cconomie value of these operations arises
mainly from the possibility of minimizing trangportation costs and
customg duties by (1) eliminating damaged or subestandard merchandige,
(2) repasking goods in more corveniemt form, and (3) preparing goods to
neet local import regulations,
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The manipulations permitted in zones are nﬁd to emsourage
bullk ghipuents, thereby reducin; shipping costse Also, the ability te
repnck and otherwise manipulate goods under relaxed custong procedures
nay encourage importers to malntain inventories of merchandise in free
trade zones for rapid delivery to markets in the zone's trading area.

3) =zxhibition.

An lmporter nay open lerchandigs and display goods in a free
trade zone. He may then take orders, or return unsold goods to his
oversons source, without payment of custons duties or bornd nsseasqent.

In the United States, special sub-zones nay be estallisghed for exhibiting
aerclhandlges
4) Assembly snd manufscturing.

Much of the curremt interest in free trade zones centiers
around the pogaibility that s rons might serve as a device for stimulating
manufacturing operations, particularly by foreign firms, and thereby
contribute to the industrial growth of the eounti'y, espocially in less
developed countries.

The prinoipal advantages of assebling or mamufecturing
zoods in a sone are (1) savings in shipping cost where frdght rates
are lowor on materials, parts and camponenta than on finighed articln.‘
(2) savings on import duties and taxes where the loss of weight n
processing is substartial, (3) tho ability to combine imported items with
low-cost domestio goods, (4) savings arising from the use of chesp looal
lebors, (6) inoressed market opportunities arising from the nossibility
of manufacturing for reexport without being subjeot to loocal import
quotas, foreign exchange restrictions, or customs procedures, and (8)
savings from deferred customs paymants.
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6) Combining vith sn industrial estate.

This scheme is of interest becauge of the nossibility that
the advantases of each device night interact, and thereby srovide a unlcue
facility capable of stimlating industry to a l{;reatcr degree than if
both devices wore operated separately. A factory located ir. the zone nay
best utilize substantial quantities of luported nerchandige and reexport
without any customg intervention. An industrial estate 1r a trade zone
provided with attractlive gite complete with necesgsary utility and
trangportation faeilities, nlus certain quarantees regarding land useges
will attract foreign investment, espccially with opportunities for

profitable long~term operations already existe



Chapter IV. Effect of I'res Trade lones to-
Tndustrial Development

A free trade zone is located at the girategic point, with
convenient water and land transportation inwardly and cutwardly. It
offors trenendous contribution to the export of industrial -~roducts and
the supply of raw materisls. Ouiog to the establishment of the free
trads rone, merchants are bein: facilitated t0 be able to store large
ancunt of merchandige for instant supply to the host country or the
markets in the nearby recions Thersfors, even for a factory not
establighed in the sone, it will have no worry about the shortage of
its rew materials because of beirn; abtle %o pot the supply instantly
from the sone. Morsover, if a donestis industry likes to uy raw
materials fron the zone, 1t may have the conveniente of taking samples
and free inspection before the desl 1s made. Together with prowpt
delivery, the industry may eut jown its owm otémgc reserve for less
tied up of capital. Indntrinl products fer export may also be readily
‘stored in the free trade sone se as to be able %0 spply the nearby
region or to be transhipped to soms other markets socording to thelr
astual needs.

For industries who need to Limort foreign raw iaterhll to de
mamufactured into products for export rurpose, they may enjoy more
privileces if egtablished in a free trade sone. Taking a textile
industry for ingtance, when a textile factory 1s to bo establighed in a
free trade zone, it may enjoy tlose privilegea as follows:

1) It may lease or bu); land in the sone for plant construction,
utilizing all the facilities pruvided in the sone.
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2) It may import cotton and dye-stuff without custous procedures,
nor is the need of paying customs duties or guarantee.

S) It may be considered as exporting kvhcn s part of cotton
M supplied domestiocally is being shipped into the zones No commodity
tax or puarantee is needed, and the commodity tax will be reinmbursed
if already paid.

4) It may be immediately supplied by the raw materials already
stored in the zone, or by free import from countries abroad.

6) Its manufactured products may be exported freely without
cugtons Vim:ornntion. Foreign exchange out of export may alsc be uged
freely for purchasing raw materials or other merchandise.

8) Its mamufastured products may alzo be imported if it is
deemed profiteble in domeatic market. Cugtomg procedures shall te
exercized and Jdutles paid only when the products are getting into
cugtomp territory.

Baged upen ths eonvenience of inward and outward trmzportl‘d:ion‘
of the free trade zone and the simplified procedures of export and import,
the problem of time delay will not happen in ordirary conditiors, thereby
the effect of the Pree trade zone will be highly favorable to industries.

In the New York Foreign Trade Zone of the United States,
pregently there is only sgmall amount of repacking of merchandise and
agsembling of precise commodities, such as the bottling of hHeveraes,
the repaskaging inte smsller containers of drugs, the sgsembliry of
cleeks, watohes and fountain pens, ete. 8o far there is yet no large
seale of industrial preduction in the sone. In Burope, tﬁa Coperhagen

Free Port of Denmark has adnitted the lease of land for plant corstruc-
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tion in the port since early days. Its mamufacturing industries include
paints, films, chécolate. machirery, and sorting and cleaning of feathers.
There is the most properity of manufacturing industries in the Free Port
of Hamburg in Germany, which occupies more than 500 acres in area, with
industries including ship building, oil refining, flour, chemical, food,

. lumber, dye-stuff, etc. The employees are over 20,000. Although there
is no factory establighed in the Free Port of Breman, yet a lot of
factories are built around due to the attracstion of the free port.

The povernment haa de?igmted about 650 hectares of land along the

water area for industrial purnose, most of them hag already been occcupled.
Main indugtries are paw mill, rice mill, o0il abgtraction, flour, textile,

0il refining, rubber, ship-huildiny, etc.
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Chapter V. The Economic Criteria Just the Egteblishment
: of Free Zone Industrial Estates

Currently there is considerable interest in free trade sones ss
a device for stimlating the growth of industry in the less developed
‘ countries. However, it should not be expected that a free trade sone
1# itself would dring into being the basic economiec conditions
necessary for profitable mamufasturing. Modern experience tells us
it mld appear that free trade sones offer advantages to trade and to
the processing or manufasturing of goods for trade purposes, provided
if the basic economie relationghips of such activities are otherwise
favorable. In other words, free trade sones may overcome marginal
cbgtacles to profitable sconomie utifity. bﬁt they cannot bring into
being the esonomie conditions.

In eountries of proteetive poliey, they usually exercise control
of foreign exchange and trade, and have very complicate prosedures.
Industry and trade in these sountries are very much interested in the
convenience offered by a free trade sone. It ig believed that a aone
BRY serve &s & device for stimulating mamfasturing operations,
particularly by foraign firmg, and thereby contribute to the indigtrial
growth of the ocountry., Assuming that attrastive investment opportunities
develop, the advantages of industries locating in a free trade zone eould
conseivably provide the incentive ndoaury to attreast gome foreign

investment that otherwise might mot be svailable.

‘The evaluation as to whether the establighment of an industrial
estate in a free trade sone wuld gignificantly improve the economic

* femgibility of a sone lies in the following factes
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1) The enxcouragement and offer of attractive investment

opportunities by the host country.
2) The convenience and economies attributable to freedom

from customs and other regulstions, such as local import quotas, foroign

K exchange restrictions, etoc.

5) Simplified procedures to be taken from the establishment of
a plant %o ite routine produetive operations.

4) Lower freight costs on imported materials, parte and gube

assenblies than on finighed articles.
6) The possibility to combine imported items with low cost

domestie goods.

6) Cheap and industrious local labor supply, with conveniemt
tranaportation facilities.

7) Deferrad customg paymenta.

8) Payment of customs duties on only the goods actually
incorporated inte finighed merchandise.

9) Adequate public facilities and utilities.

10) Fair size of firms with large total out-put for export

trade night be sxpected.
11) Savings to industries for whish the loss of weight in

processing is subgtantial.
12) Suitable area could be designated in the free trade sone.
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Chapter VI. The Different Purposes which & Free-zone
~ Tndustrial Estate could Promote

1. Its Development

1) Freight Traffio - A harbor area occupies the most valuable
land and should be best utilized according to its location. We are
fully aware that there will be vast volume of export and import tradse
generated by industries in the free-gone indugtrial estate. As the
ostate is being located in port areas, ,nter-;t)orno indugtries or
industries who need bulk ghipment of raw materials shall be encouraged
in first priority. Bealides the gu;arttion of ocean freight traffic,
inland freight traffiec is also created to some extent by the import of
certain amount of products.
| 2) Entrepot Trade - It all depends upon the location of the
sone whether it is well located with respect to heavily froqucnted world
'm routes or to a favorable hinterland. It would be the funstion of
the sone 1tself rather than that of the estate.

S) Processing Industries and Export Industries - Since mogt of
the sones are characterized with the lower freight costs on imported |
» mﬁriﬂa. parts and sub-aggesblies, the convenience to combine imported
items with low cost domestic goods, the chesp and industrious local lsbor
supply, no payment of customsg duties on ylon of weight of'rﬁ materials,
and no customs intervention on exportation, these will naturally encourage
processing industries and export industriea. 7

4) The Promoting ef Foreign Investment - As what has been mentioned
above, the prineipal advantage of an industrial estate to a foreign firm
is thet it may previde an attractive site complete with the necessary
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utility and transportation facilities, plus cerfsin guarantees regarding
land usages within the estate. Bu£ in itself an industrial estate will
not atiract foreign investment unless opportunities for profitable
long~term operations already exiast. Assuming that attractive investment
opportunities develop in the host country, together with gimplified
procodurel in the sons and cheap and skillful laber supply, the advantages
of locating in a free trade zone could conceivably provide the incentive
necassery to attraot foreign investment.

2. The Types of Industries Suitable for Different Types of
Free lones.

There are mentioned above four nndér oategories of free trade
zones according to bagic trade zone funstions, namely, (1) fasilitating
imports of high-duty merchandise, (2) facilitating general imports,

(3) reexport and transhipment to other countries and (4) providing a
trade outlet for landlocked areas. However, if the manufasturing product
in a free trade sone is to be imported into the host country, the import
duty will be higher than those for importing raw materials. Therefore,
it would be more profitable for the products mamufactured in the zone to
be for export. Among certain industries whose raw material needs to be
antirely or partly imported, the privileges offered by the free trade
sone nay already be justified to encourage their products to be competie
tive in the world merket, thersby eausing no 111 effect to the same
kind of industries in the host country.

| The problem as t¢ what types of industries may be adnmitted to
be established in the free trade rone which will be beneficial to

natioral economy shall de thoroughly investigated and studied before
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any suthorixation is made. lbmw'a'. since land in port areas tends to
be expensive, best utiligzation is required which calls for water-borne
industries. A sub-zone utihli:hod in an enclosed inland area for
general industries, or an airport sone for alr freight, in connection
with the free trade sone, may be precticed, such as the second export
processing zone in attashment to the Kaohaiung Export Processing Zone

is to Ve establighed in Taiwan, Republic of China.
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Chapter VII. The Bconomic, Physical and Financial Pra—roquilito

l. Lconomic Plannirg
1) Survey of Existing Export Industriese.

Although industries in a free-gone industrial estate may
have their products to be imported to the host country, but most of
their products are for export. It is also noted that some kind of
manipulations and assembly may be congidered as indugtrial operations.
A survey of existing mamifacturing industries in certain free trade
sone are described as belows

a) New York - beverage bottling, pharmaceutical repackaging,
assemblying of watches and fountaln pens, drying and curing of nutsa, etc.

b) Kew Orleans - lumber drying, cleaning and processing
of spices and peeds, manufacturing of batterlies, eto.

¢) San Prangei; 7 - mamufacturing of pharmaceuticals and
related products, etoc.

d) Hamburg - shipbuilding, oli refining, flour mill,
chemicale, food, lumbering, paints, etc,

e) Copenhagen - marble proecessing, leather, dyeing, flour
mill, hardware, oil refining, steel mill, lumbering, fur processing, coffee
grinding, chocolate, films, arms, brewing, fish smoking, etec.

f) Bonglong = All kinds of industries.

g) 8hannon - transistorised radio, pianc, floor maintenance
equipment, textile, miniature capacitor and precision fastener, fuel

filtering equipnent, industrial diamonds and associated products, ete.
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2) Prospective Bxport Industries.

Since there iz a wide i-cngo of export industries establighed
in different free trade zones, it will be different from country to
country. The types of industries to be admitted in a free-zone industrial
estate has to be thoroughly investigated and studleds However, generally
speaking, the prospective ozpottfin(m"hriu in a fru-sonovinduatrial
estate should be clagsified into the following categoriess

8) Water borne industries who need bulk transportation,

b) industries who need imported raw materials,

6) industries who have big loss in quantity of raw material
during processing,

| d) industries enmcouraged by national economic nlans,

e) industries with no influense to those of the same kind
operated in cusgtoms territory,

£) industries which can be operated in economic building
space,

g€) industries who need bigger space may be located in
inland industrial free zones,

h) industriesg of fragile products and lighter weight who
need prompt delivery may be located in airport free-zones.

3) Peasidbility study

Most free trade zones provide industrial estates in their
free areag, whoge operations will be treated as the same as the zones
themselves, except the Kaohsiung Export Processing Zone in Taiwan, ROC,

which is an independent industrial free sone. To study economie



feagibility would require detailed consgideration of comparative costs and
revenues for speoifis oparaﬁona and industries. 5€nuuy speaking,
a free=zone indugtrial estate shall:

a) be located in a free-trade sone whish serves at least
ong of the bagie economiec funoctions as mentioned above,

b) be previded with the market large emough for the functional
trade, ,

o) be located in & free trade zone whioh provides the
principal advantages of convenience and savings in time and working
capital,

d) be located in a free irade zons where the cost-revenue-
profit expectations for processing or manufasturing are favorable,

| e) be located in a free trade sone whose economic advantage
must aocrue mainly to potential ugers of the gone rather than to its
cugtoners,

£f) be located in & free trade zone where the long-term
demand in manufacturing for reexport is more or less slr@ in evidemse,
the comparative cest structure is quite favorable and the conditions for
doing business are attractive,

g) be located in a free trade zone of sgubgtantial cost,
advantages for transhipment and reexport, partioularly udvmtngoou.
freight rates,

h) be located where economic growth or cheaper and sbundant
c@loymant ean be obtained, |

1) be loocated where potential from new industries can be

soells



4) Market Burvey.

From the sfmdpoint of the economics of trade, & trading
ares is delineated by the location of markets and the relative cost of
production and distribution from alternative sources. In order to compute
- comparative costs, 1t is first necessary to asgume a trading area as a
guide to the shipping rotlltu and freight rates. The principal factor
considered in approximating the boundaries of the trading area have been
the present trade routes ;nd the availability of alternmative reexport
points.

Then the local imports, exports and reexports, covering
types of industrial goods, tonnazes and values, are investigated, together
with the customs tariffs, trade regulations, sales tax, foreign exchange
control, terminal costs, freight rates, as well as the import policies
in the trading area, so that 'o,n estimate of the size and nature of the
potential market for the typon‘ of goods can be made.

2. Physiocal Planning
1) Llocation.

(enerally speaking, a free-zone industrial estate i-/locntod
in the free trade zone. Therefore the location of the free trade zone
itself will be an important determinant of the amount of trade handled.

A free-gone industrial estate shall be located in a free
trade zon§ situated on major trade routes and at a place 2o as to reduce
handling and ovarhm.i transportation coet to & minimum

It ahall be located in a free trade zone provided with
good port facilities, inmsluding business services, utilities oquipx#ant
and transportation; also where rules and regulations governing the use

of the zone will be attractive to industry.



An industrial free szone is actually an industrial estate
with the advantage of free trade sone operation. It will not be necessarily
located in a port area but rather in proximity of a port, with ud-qﬁuto
laber supply from nearby communities. It shall Pe nesessarily located
in an area already soned for indugtrial uge, ouiiy ensloged with
fencing walls, and, most of all, be of reasonabls development cost.

An airpor% free sone shall be located at a plass of direct
access from fastory to freight aircraft, and shere there are ample manpower
Fosources.

2) 8ize.

The size of industrial estates differ from country to
oountry or even in any one country. Oun the ons hand, aun industrial
estate must Le large enough to aghieve practieal economies of scale in
the provision of services, special buildings amd publie utilitieas; on the
other hand it must not reach the point where dig-economies of soale -
partieularly traffic and adminigtrative diffioculties besome serious.

Since land is rather expensive in a port ares, industrial
estate in a free trade sone will be very linited unless there is available
land attashed to it which oan be converted into industrial uges. The
whole New York Foreign Trade Zons is only 45 aores, while there is more
than 6500 acres of land in Hamburg Free Port uged indusgtrially.

Independent industrial free sones may be operated success-
fully with a gise of from 50 to 250 scres. Ths Kaohgiung Bxport Processing
Zone hasg an area of 150 acres, and is mow going to have a second sone of

an area of 250 asres.
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') hyout.
The physisal eondition of the site itself and the basie

soononic polisy for the estate ss & whole have an important bearing on
the subdivision of the estate into fastory plets and the design of road
network. The blosk layout shall be either the ourved street pattern or
the grid pattern. In any cirsumgtanses the layout ghould pot be so rigid
that no deviation i{s posaible for 'nnroru«n conditions. 4 simple opema
grid with a standard sised plet as a module based on a single major spine
road sums ts be the basic solution. The principles of layout can alse
be expressed in peroentages of areas of land use. The recommended
percentages of utilisation for industrial estates in India are as
follows:

a) Area under factory plot 406 8%

~ b) Area under roads and open spaces 26-40%
¢) Area under adainistrative and other buildings 10-20%
4) 8ises of plots.

An industrial estate usually provides a variety of lot
sises in order to accommodate a sufficiently wide range of industries.
No rule ocan be laid down as the optimum plot size. A United Nations
Mission bas recomaendsd that the smallest industrial plot should have a
frontage of 120 feet and n‘dcpth of 200 feet. Sufficient room is previded
for expansion to double the size of the original building in the bask-
yard. Storey buildings will be resommended in industrial estete inside
a frees trade sone. |

5) Standard Pectories.
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The standard factory found on most indugtrinl estate is
usually of extremely simple design and erected in blocks go that the
factory space of any single firm can be expanded with little difficulty.
This type of factory frequently has been built in advance of a specifie
demand. 8uch an advance building programme enables tenants to save
time in getting into production.

6) Workshops or Service Industry Bays.

The workshop is for very small firms. They have been
provided for artisans and repair serviees and may be found in the
flatted factoriess In the new towng of Britain, service industry bays
are frequently placed within a shopping center to provide space for
repair shops and such trade as job printing. Lavatories and parking are
provided in a common block for each group of bays as well as light, gas
and power pointse

7) Roads.

In most countries, the development of good highways and
the advantages of truck trangportation have lessened the dopendopce of
the lighter industries on the railway and shipping. Many industrial
estates now use truck transportation only. With the majority of
industrial estates dependent on trucking as their main sourcovof‘
transportation, the importance of adequate direct highways from the estate
to the main centers must be underlined. An excellent road system in the
industrisl estate shalllbo planned and provided.

8) Driinlgo and Sewerafee.
Arrangements for drainage must be made at the initial atage

of planninge. The route to be followed by the main drainage system will
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be determined largaly by the shape of the site, the sonfiguration of
the ground and the most suitable outlet. The storm water must be
channeled into a naturd drainage outlet or connected to the main gtérn
water drain for the area.

An indultr:ld estate hag to be adequately sewered, elther
by a connection to the sewerage plant ér the town, or by a seperate
treatment gtation. Where there is & noxious effluent, pre-treatment
is imperative before it reaches the sewerage systea.

' 9) Port or Airport Fecilities.

Port facilities is important to free trade zone as well
ag to the industrial estate ingide. Besides adequate berths for ocean-
going vessels, the port shall be equipped with enough lighters, tug
boats, shipyards, floating dooks, transit sheds, uayside cranes, heavy
1ifts, a3 well ag special fasilities for handling all goods in world
trade. Rail facilities is also required in a port area for bulk
trangportation.

It is generally recognized that cloaseness to air freight
trangportation is a factor which may be an agset to certain types of
firng produciné small high-value, high-gtyle, low-weight or perighadble
eargoes and for reseiving parts for repair. Proximity to an airport
is also important for making possible fast travel for industrialists
and management between their factory and major centers. There is
soms evidence that more industrial estates ars being located i.n proximity
to airports. MNodern indugtrial plants, smokeless, with their low-
profile, one-sgtorey construction, no longer sonstitute a hazard to
aviation, |
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10) Adminigtrative Building.

In the case of large and mediumegized indugtrial estates,
provision is often made or at least space reserved for non~indugtrial
buildings such as the administrative building, post office, bank, cantesn,
free station and the like., It may be deairable to provide a ghowroom
or exhibition center in the adminigtrative building where the products
of the various firmg ean be displayed.

11) Warehouses.

The need for storage facilities is seen that gmall firms
will benefit if warghouses are pfovidod for the storage of both raw
materials and finighed products. The warehouse night be operated dy
a private firm or on a cocperative basis.

3. Fipancial Pfo-roquinitu.

8ince land is expensive in port areas, and the free-szone
indugtrial estate is operated v "sr the condition :{ exempt from
customg regulations, perhaps the govermment only is in a position to
run the estate and commit the necessary ospital. However, good financial
managenent iz a major factor determining the success of an indusgtrial
satate at all steges in its development,

S8ince wide cost differences exist due to differences in eosts
of laber, equipment and materials from sountry to sountry, somparstive
data on the costs of raw land and the costs of development are likely
to be meaningless. Factora affecting development costs will de land
oosts, land improvement cvosts, construction of streets, ingtallatioan
of utilities and building costs. The Cost of raw, unimproved lamd is
usually a fraction of the expense of improving the land and develeping
it into an industrial estate. In the United States the ratio of the
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. oost of raw land to the cost of improved land is 1 to 7 in recent years,
and is paturally lower in less developed areas where land costs are low.
There are figures strikingly reveal the high cost of buildings in relation
%o the costs of raw or developed land.

8ince the cost of land improvement and bullding congtruction
is much higher than the cost of unimproved land, it will frequently find
it neceasary to sell portions of the developed sections of an eatate
in order to finance development of additional portiong. loreover, the
conditions on which funds are obtained will have a determining effect
on the terms at which properties can be sold or leased to occupantse.

| when the spongor iz certain about obtaining tenants he may

proeoo‘d development without diffisult. But where there is a considersble
umoertainty regarding the demand for factory spico. it may be unwise to
develop a comparatively large tract. Research work is necessary for
investigating potential candidate firms and types of enterprises that
might becoms applicants. BExperience shows that money spent on research
and other prepargtory work will represent sound economy compared to
the danger of making heary development investments baged on hunches.
Phaged development will e¢onserve working capital and permit flexibility
in planning for future needs. ' |

Besides governmment investment or loan is to be uged for the
development of free szone industrial sstates, it shall also be considered
that the provision of:

1) long-term lease of land and standard factory buildingas,

8) eonatruction leans for self-built factories, and

3) eother financial assistance
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Chapter VIII. Incentives and Promotional Measures Required

l. Tax and Other Incentives
The bagic advantage of a free trade sone is that it permits

goods to be handled within a country but outgide of customs and oﬂmr
trade procedures. Other things being equal, the economic value of
this advantage will vary proportionately with the cost and complexity
of entering merchandise into the customs territery. Free-zone industrial
estates will automatically have this kind of incentives. It provides
exemption of import duty and surtaxes for the machinery, equipment, raw
material and semifinighed products imported for their own use by
indugtries in the estates Furthermore, business tax and commodity tax
are algo exempteds In pome countries, industries in the estate are only
required to pay profit-geeking enterprise income tax, stamp tax, house
tax, and vehicle license plate tax. If the industry conforms with the
encouraged enterprisges promulgated by the government, it may enjoy tax
holidays for a period of ocertain years for the profit-geeking enterprise
income tax. Ingofar as the United States Federal income tax law is cone
cerned, United 3tates foreign-trade sones d not differ from any other
location or fasility within the country.

* The free-zone industrial estate is usually provided with ample
supply of skillful, hard-working and inexpensive labors. It is always
located near homes suitable for all classifications of employees, or
near convenient bus or other passenger trangport lines, or on good
‘highways for oyeling. This is especially important in the less developed

oountries, where perhaps only top management can afford transportation
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in private automobiles. Good transportation 1s essential for shortening
the travel time required to go to and from work.

Besides good transportatior, it 1s also fully equipped with other
public‘utilitiu such as sewage, water and power systess. Rates are
usually lows The whole estate is well planned and subdivided to secure
olean and healthy working enviromnment. Industry may have the cholice of
building its own fuétory or purohaging or leasing standard factory building,
The u.ﬂ.o is made on loibintorost ingtallment payment bagis, and the lease
is usually of long term. Some offer congtruction loan to gelf-built factories.

Industries shall be permitted to remit overszess all of his net
profit or interest earnings from its investment and also its total invutod
capital mmaily. Excellent banking facilities shall also be provided
in the estate. |

A1l the procedures having to do with the application for
admission, sompany and factory regulations, issuance and endorsement of
import and export licenses, etc. shall have to be syinpliﬂod for
fanstories ;ot up in the free-sone indigtrial estate.

2. Indugtrial Extension Services

Industrisl extension noﬁico may be previded through the estab-
lighmert of small industries service institutes or industrial extention
centers for transmitting know-hows especially to smeallegeale industries.
The main purpose is to improve methods of produstion and dusiness management
and to help small industrialists to appraise investmemt opportunities. It
would be better to place & branch of an industrial advigory service on an
indugtrial estate to serve for this purpose. Sush kind of service may alge
be furnished by a private erganiszatien te firmg on the sstate om a fee
basis. |
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Eleotronics for processing cost aocounting data may be & new
kind of teohnical serviee to industrialist on the estate.

There may be considerable advantages in oonawting certain kinﬁ
of procurement and marketing services on estates. In sountries where
foreign exchange is severely rationsd, it will be deemed more efficient
for the govermment agensy to import some raw materials and equipments,
and to export the produsts of certain industries assisted in the progrem.
In countries not fased with foreign exchange probluc.‘priuto wholesalers
night perform these services more efficiently. |

TIraining of mansgement staff, supervigors, foremen, and key
produotion personnel is ni-e important for improving indxqtrid prom-'
tivity, especially for small-scale industries who cannot provide for them-
selves. The government may sshieve more effective produetiv;ty program,
operated at less expense, by conduoting it through braneh fasilities on
an estate. In some eocuntries, .promﬁvity ingtitutes smi traininge«withine
1nduotri pregraas have been working. |

3¢ Common FPasility Services

Common facility services have been defined as “the centralization
in a separate specialized unit of certsin vital operations of the produstive
units engaged in any line of industry or in the mamufasture of eomponent
parts for any spesific industry, with a vi'n to achieving economy in
production cost, quality conmtrol of the produst, and the prmﬁon of |
the processing and menufssturing potentialities of the productive units
of that industry.” They are provided for eatate temants who cannot
manage it separately on esconomioal reasong. The aggregation of a oonglder-
able number of enterprises on an industrial estate makes it possible to
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set up facilities which are large enough to achieve the economies of
scale necessary for profitable operations.

Sueh gervices include custom workshops, common manufesturing
centers, equipment rental services, procurement and marketing services,
warshouging services, demongtration centers, training centers, and
advisory and research services.

Common manufaoturing fasility centers are designed to conduet
sctual manufacturing operations on a larger, more economic scale, and
with highor standards of quality, than would be feasible in a small shop.

In order to care for buildings, 1m1udi£g peainting, carpentry
work, elestrie installation, repairing, and other problems, the estate
retaing elestrioians, painters, and carpenters to maintain industrial
buildings and equipment. The industries are billed for the work.

An exhibition hall, or & new type of free trade mart, may be
establighed at the center of the eataﬁ, readily accessible to exhibitors
and buyers alike, for the full exhibition of the industrial products in

the estate.
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Chapter IX. Policies and Control

l. Adnission Policies

Adnigsion policles in an industrial estate are generally
governed by the general industrialization policies, the industrial
compogition of the estate, and by roning and other regulations. It is
often influensed by policies aimed at maximiging employment.

Industries using modern techniques end mumx.t'actux;e items which
have an importance in national economy on account of their value in
redueing imports or inereasing exports should be given first importance.
Composité industrial units or cooperatives where different units produce
componerts and parts for assembly in a central plant may be given some
preferences, as such gchemes pro&oo interdependence and cooperative
spirit among industrialists.

Zoning regulations provide either for seperate areas for bhmy.
light and service industries, and for industries with large effluent,
smoke, noise, ste., or place special restrictions on certain types of
indugtries or processes, Certain restrictive covenants may be made to
meot physisal planning standards. noo; the sise of factory plots, the
svailability of reserve land and utilities may restriect admission of
ceortain industries.

In the developed countries, whether a new firm or an existing
one wighing to be ghifted into the estate 1s waally of little concern.
However, the rational of an admission poliey diseriminating against
existing entraprises would seem to be that industrisl estates should
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serve to maximigze production and employment, and that this would obtain
if priority of admission were given to newly established firms or extemsion
of existing ones.

2. Sales or Lease Policies

The main advantage of selling land and factory outright to the
industry is to permit a rapid turnover of funds invested and to be able
to reinvest in wider or expanding programme. On the other hand, leasing
will provide the least financial barrier. Often, the merits of leasing
and gelling are combim;d. by providing for a fixed period of lease and
subgequent sale on hire-purchase basis. However, since free~sone
industrial estates are located in free trade zones in port areas, some
suggests that tho‘ land will be only for lease and owned publicly in

order to facilitate future extension of the harbor.

lMoat of the developing couniries offer the leage of land and
factory at subtsidized rates. Such a poliey nrovides strong. inducement

to pnall-gcale industries especlally in developing oountries, who often

3
e

lagk gufficient financial resources. Even in developed countries,

invegtinent financing by banks, finencing institutions and investment

building companies on an instalment purchase basis, rather than outright
sales, is the prevalent practice.

3. Ingpection and Control Procedures

Prinoiply the operation of a free-sone indusgtrisl estate shall

o

o ) B

be of simplified proocedures and less customs interventior, although the
area shall be enclosed and fenced and measures for prevention of gmuggling

and the patrol and inspection for such purposes shall algo be practiced.
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Industry may freely store, manipulate, process or manufscture
.{ts own raw naterials, semi-finished products or finighed products
ingide the estate. However, it is required to keep ledgers in whieh
1tui‘ud detailed entries shall be made to reeord the quantity ind
value of their incoming and outgoing oommodities for inspectior and
auditing by customs sauthorities at any time, if it isg deemed necessary.

In case of loss or shortage, reports shall be submitted for
& Joint inspection with the customs suthority. If it 1is found that the
logs or shortage is true and the causes given are acceptable, a deletion
of the loss or nhorftgo from the books may be permitted.

When oommodities are brought into or out of the estate,
application for approval shall be filed for irspection, sesling and
fthtn of comwdities by customs suthoritiss stationing in the estate
azd also for supervision and ingpection of the commodities in the course
of sransit.

Except necessary managerial pergonnel, watchman and guards, and
personnel of industries who are on duty after office hours, no other
persons are allowed to reside in the estate. Entry into and exit from
the sone by all personnel and vehicles shall be made at specific localitisa
and shall subject to the neoessary inspestion to be conducted by ocustoms
efficers and watehmen and gusrds.

4e Buillding Codes

Although in less developed countries, the improvement of working
conditions in the new fastories is also desirable, yet it ig believed
that the structures shall be kept as simple as possible. Besides the
lesal building code which ghall be the basis of building design and


http:beli_.el
http:eo.ad1tlo.DI

construction, it is suggested that only basic principles are needed to
setforth, such as for instance, all buildings and structures shall be
built with fire~resistant materials, and shall be of permanent type.
5, Performance Standards

The actual performance of industries are to beg baged to set up
standards for each estate and permit any industry meeting those standards
to locate there. Appraisal of the following charactefiatios hag bean
suggested for evaluating performances |

Noise Noxious Gases Trangportation and traffie

Smoke Glare and heat Esthetiocs
Cdor Fire hazards Psycholopical effects

Dust and dirt Industrial wastes
6e Other Obligations of the O¢cupants

As existing soning ordinances seldom offer full proteection to
the estate and the occupants, private restrictive covenantsz have oftem
been adopted as a supplementary meagure of control. It may be embodied
in cavcnahta, leages, and purchase contracts, or they nay be incorporated
into seleg agreements.

The principal restrictions contained in covenants cover setback
digtances from roads, establighment of building lines, offstreet parking

.and loading requirements, and the types of industries permitted.
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' Chapter X« A Comparative Analysis of Experience in
Tountries Which have Egtablish Such
Free-Zone Industrial Rstates

l. Free Zones in Highly Industrialized Countries
1) The United States.

There were saven zones out of which three have been cloged
by wnprofitable operation. The fouf zones still in operation are located
in the port areas of New York, New Orleans, San Francisco and Seattle.
All are small. Resently there is another one established in Hawaii.

Each of the zonesoffer covered and open storage space, unloading and
handling faeilities and equipment, and enclosed space and land for
napufacturing operations. All the zones ippu.r to be well located

with respect to the availability of business services, inoluding
financing, insurance and overland trm;portntioﬁ. However, the cperations
or activities conducted in these sones consist mainly of storage and
simple manipulations, Manufacturing was added to the list of permitted
operationg in 1980, but to date this hag been of little consequemce.

By almost any standards the United States trade zone
experiment has not succeeded. Some of the reasons are listed below:

a) Cuatoms and other regulations in the sone have nullified
the "free trade" advantages,

» b) contrary to the American practice, the device was tried
on too small a seale, |

¢) becauge of high cogt of land in the port areas the sones
were not well looated and the physical facilities are cbsolete and rune

down,
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d) Anmerican tarrifs are too high on goods that might
otherwiss be handled in the zone, |

e) lack of knowledge amorg exporters about the advantages
and facilities of the zome, |

t) oconflioting jurisdictions on the part of Fo“ul‘agdeiu
create unsertainties regarding the status of goods stored in the zone,

g) free trade zones are obgolete in oountries having an
effective gyatem of bonded warehougese

However, the more fundamantal reason ia that the scononmie
structure and behavior of the United Stetes economy, partioularly its
sxternal trade, ars such ag to derive very little benefit from free trade _
sones. In other words, there does not sesam to be of mush opportunity
for the device to vurn an important eoonomis trade funotion,

Very few United States mamfacturers produse expesially for
export. Foreign materials or semi~finished goods are mainly utﬂind in
factories which are losated inland and in relation to gources of domestis
materials, labors and markets. Trade sones therefore hold little
tttrution‘ for Umited States industry. |

2) Gerssny.

The trade sones of Germany have & long histery. The two
major free peris are Hamburg and Bremen, whish wers created in the middle
of the ninetesxth century, st the time of the Germmu Customs Union. They
have largs sise and exvellent fasilities. Their lecatien sre in dymamie
tnqu-to- And they are evelved from form eities with hng traditions or
csmmsroe. The primsry fumotion ef these zonss today is the warehousing |
of imports destined for use within Germmny, in sharp coxtrast to thelr
former major rele aa trangits and reexport sexters.
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All trade zores in Germany that are situated in small seeports
sway from major commercial routes have been either discontinued or have
been retained on a comparatively in-active bagise

Highetariff consumer goods are handled predominately through
the German zones, raw materials and semi-finighed goods are of minor
importance.

Oﬁly Hamburg engages in menufacturing activitiese. Thease
are fairly extensgive, involving shipbullding, machine congtruction and
petroleun refining. More then 16,000 pergons are employed ir thege
enterprises.

It is estimated that almogt three~fourths of Western
Gernany's werehouge commerce in foreign merchandise passes through the
trade zones at Hamburg and Bremen and only one-fourth is handled by
bonded warehouses.

S) Dermark.

Copenhagen is the oldest functioning trade zone in Northern
Rurope, apart from thoge of Cermany. It hag been in dortinuous operation
for over €0 years. Its commeree over the past geveral decades hap shown
remarkable stadility. In most recent yesrg, particularly since the
snd of World Wer II, it shows the decressing importance of Hurvpe as a
souree of incoming goods and destination of exports and the emerging
importante of Western Eemisphere countries in the port's trade.

In éontrut to Hamburg and Bremen, bulk goods, including
ooal, petroleum, construction materials, fertilisers, animal fodder, oil
seeds and lumber, conmpriges the major part of insoming cargoes. _About
26 percent of the total trade through the port of Copenhagen is handled
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in tho trade sone aress JAbout half of the goods shipped from the sone
is imported into Demmerk. The remaining half is reexported. Mest of
the bulk goods are destined for domestis congumption and virtually «ll
general cargo are reexported.

Namufaoturing activities, although on a much smaller scale
© than those of the Hamburg free trade sons, are nevertheless fairly
important. They include an arms and mechinery plamt, two paint fsetories,
and a mber of smller shops, including distilleries, soffee rrout:lnc and
grinding plants, and varioug units for manipulstion operations, sueh as
preparing and mixing animal fedder and cleaning fuutherse However, it
does not appear to be given mwh ewoursgment te mmmfacturing.

In momary, it should be noted that the Copenhagen trade
sone handles a great deal of merchandige that is attrasted mot so mwh
by the ssne, dbut rather by the desp-water fasilities, the warehouges,
the ferry terminal sgtations, and by other waterfront feeilities whish
heppens %0 be in the trade sone.

4) Sweden.

Steckiwln, the major Swedish free pert, was establighed in
1819. It exwempasses Sk ares of abeut 130 asres and is losated
spproximately one and half mileg from the eentral buginess digtrist and
somouhat further frem the major indugtrial sexter of the Citys The
fesilities of the pert are congvusted snd used primarily fer warehousing
sargees: Net mere tham 10 te 26 pereent of all mmmu
reexported or tramghipped. IDseming ghipaeats % the sene imsluds fyuits
and dewrries grain, vehisles, mashines, vegetadle, and animal oils end fats.
Sutgeing cergses inslnde waed pulp, paper md pper prodasts and maehinery.
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Like Copenhagen, it tends to be razher suall in physical
sisee It oocuples modern, deep-water fasilitles and contain a large
parsantage of the warehouse space. mgcturinc is legally possible
but does not exist in Stoockholm free porte Sorting, grading and other
manipulations that do not change the character of the merchandise ia
oarried on more or less sporadicallys Although exhibition is pozsible,
but there is mot a major exhibition centers The primary purpose of the
fres port device in Soandinavia, ag in Germany, sppears to be increasingly
the provigion of "sconvenience” storage outside customs barriers for a
fow highwvalue high-tariff connoditiecs that are destined ultimately to
be imported inte the host nations

8+ Free 20ones in Leass Developed Countries
1) Panama.

The operationg of Colaon Free Zone begun in 1553. The sone
sompriges about 97 ssres located one=half mile from the Cristobal docks.
Its port facilities are considersd excellent and the transgport, storage
and other facilities in the sone itself are both modern and efficient.
Publis warehougs and open storage space may be rented or {irmg may
congtrust their own warehouges or plants. The laws governing comany
organisation, imwestmext, tamation, exchange restrictions lﬁd customs
regulations in the sone appear to be well designed to attract reexport
trades Truined olerisal and warehousing laber ig available at sbout
ene=balf the wages paid in the United 3tates.

Beth storage and simpls manipulation guch as inspestion,
ldeling amd repacksging congtitute the principal operstions carried on
ia the sme ot pregent. Several firms algo use the 10ne as gales
headyuarters for Central and South tmerica. Very 1ittle mamufassturing



is done, despite vigorous efforts with special indugtrial sone to attrast
this type of operations Foreign trading companies use the sone for
reexport of merchandise from all over the world. '

The fsotors whish have been responsible for the relative
econonis suecess of the Colon Free Zone may be listed asg followss

a) The Bouth American market for the types of goods that
oan oarry the added handling coats in a trade sone hag becons large
enough to make ree-export from Colon a profitable way of doing buginess.

b) Colon is at the focus of mumerous asjor world shipping
routes.

o) The strusture of ocean freight rates from the Unito;d
States, burope and the Far Eagt to Panama, and the ocean and air retes
from Panama to South American svuntries are favorable for bulk shipaents
to Colon and reexporte.

d) The faeilitis, are for the most part new and insorporate
the special requiresants of effiocient irads sors sctivitiess Furthurmere,
the cugtoms and other opcnting formalities have bemn rudﬁeod to & ainisnm
and special agsistance, such as the fioancing of buildings, has been made
available.

@) The mamgementof the Colon Free Zone has spoaremtly
been quitc efficient, and, moreover, it has recognised the need for
large~gcale contimous prosmotions

2) Chile.

The free trade area at Arica is of interest as an exaaple
of how the funstions and purposes of a trade zone can be migunderstood
and distorteds The Arioca fesility is more of & free trade ares than
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a zone in that it ineludes the étko Arice i'ogion ints which poods may
be brought without restriotions snd sold freely at both wholesale and
retatl, |

The sone was originally established for the purpose of

- attragting indugtry to the arid and isoclated region of Arica. The theory

was that ereation of an area in whioh goods might be imported freely for
mufasturing purposes would saige Arica to become & mamfacturing and
resxpors center for Chile, Belivia, and the land-locked areas to the East.
Bessuge of the size and isclation of Ariee it was agsumed that namufactured
goods and lumiry items would mot be shipped to the area. Unfortunately,
the theory has not worked in prastisce. The law esteblishing the zone
requires that a aM percentage of prosessing or manufacturing mugt
be applied %o goods brought in before they can be importéd into Chile or
roerporseds Aowually Zost of the goods imported into Arica is in finished
state and undergoss only token modification. Industry has shown very
nttli growth, and the sore has become a smgglers’ plndiu; Customs
eontral has not deen effective. This situation is improved after the
protest of donestis manufecturers for this illegal trade. Becsuse of
slow turnover of increaged imports, the ouﬂm‘wﬁ often Decomes vary
eongested and the speedy handling of gooda is severely hampereds Howsver,
the value of business property in Ariss has irsressged nany fold sinee
the izoeption of the fres area, and thers is still gome hope that the
Servitery will fulfil) its original purposess

$) Lebanen

The free trade zene at Beirut lies arcund the new doek

fasilities of the Beirut harber, It is only & short dioﬁuo.tmtho
oity's soamercial snd finansial eenter. The s0ne i operated as &
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concession by a Fremoh firm, the Deirut Port Company. The facilities of
the sone include public warehouges by the Port Company, privats warshouses
for storsge and industriel operations, opsn storage space, and refrigersted
storages Tho zone also includes a rug bazaar, a dried vegetable plant and
a sheep casing plant.

The zone Mg dirsect rail conneotions with Syria, Irag, Jordan,
and Turkey. Frequent and rapid motor truck services algo connect the
sone with these and othor‘ neighboring coum;riea. imluding Iran, Thug
th.' sone serves & large hinterland, In a minor way, the gone operates as
& trenghipment point for ccean freight to ports in the Nediterranean 3Sea
and the Indian Ocean. Beirut is a major port on the principal Emgt-fest
trade routes and coagtal shipping lanese The zone 1s therefore extremely
well located.

Any nerchandise, other than that prohlhited by law, nay de
brought into the gone without being subjeot to the customg laws of
Lebanon. Goods nay be stored, sorted, rcp‘whgcd. or otherwise manie
pulated, or may be uged in manmufacturing processes. Ko bo?xds are required
on merchandise in the zone and goods nay be stored indefinitely. The
usual customs duties are paid when goods enter ths Lebamon customs
territory. No duties are levied upon goods tranghipped from the sone |
to other cvoun'trion'. Storage charges in the sone clearly favor tranghipe
ment trade, For example, goods intended for reexport and stored in a
public covered warshouse, are exexpted from charges for tho first 18
dayse Goodg stored in the sons are provided with free gtorekeeping and
safty measures againgt fire and thefte Insurance is not compulsory dut it
1s available from either the Port Company or Lebanese underwriters.
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Although gome industrial proeeui:ig is done in the zone,
it is understood that the sone 1s used primarily as a tranghipaent point,

4) Hongkong |
Hongkong 1s often cited as the outgtanding example of

" suscessful free trade operationge Thig free port has for many yesrs

served the Britigh Empire as a collection and distribution point for
raw naterials and as & oenter for Britigh prodused goodse In recent
yoars local industry has grown rapidly and is now the major gource of
ingcome for the Colonys The strong stimulusg for industrial development
arouge besause of the availabllity of veluable local nsaati in the fora
of minimum trade restrictions, duty free entry of material and equipment,
tﬁ:lhbility of invegtment capital, & large labor force, low taxes,
govermnent stability and access to proferred markets. Hongkong has teen
forced to turn to further development of its industry becsuge of the
ingtability of its reexport trade and the great influx of pecple from
the mainland. It i3 important to note that exports of locally produced
products provide a larger part of the port's total income than gimple
reexport operationg. Biaidoa planned industrial estates, it is also
fanous in rosetilement faotories of flatted buildings for amall indugtries.
Hongkong has & welledeveloped complex of gervice fmoilities
for handling imports, exports, and reexportss There are a large mumber
of banking estsblighments, shipping firms, insurance companies, and
wohnmiining houcu whose services may be obtained for ressonatle fees.
The only goods on which dQuties are levied in the Colony aret
hydrocarbon oils, liquor, tobacco, tadle waters, and methanol. Duty is
payable on these goods at the time of importation or when the goods are
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renoved rroﬁ the place of manufacture or from bond, if intended for
local consumptions Goods which are tranghipped through Hongkong or are
exported direct fronm the fastory or bond are exempt from duty. Importers
who deal in dutible commodities must be licensed.
Hongkong's trading area is extremely large and the Colony
oocupies & favorable cost position for both trade and manufacturing.
8) 8ingapore
Singapore has been a free area since 1820, In attempting
to drew more industry into its free arsa to stabilize and mpolement its
incame from import and reexport trade, more industrial estates have
been established among which the Jurong industrial estate is well imown.
6) Finland |
Hango Free Port wag establighed in 19%1. Aecording to
Finlands Frees Port law, there iz m restrictions of oustoms regulations
in the free ports People iz allowed %o handle freely the loading and un-
loading, storage, repaciaging, processing and mamufasturing of rordgn
goods in the port,
7) liexise
The Free Ports of Puerte Mexiee and Salina Crus, located at
enth end of the trangisthmie railroad have the added importance of being
on one of the strategio geographieal positiong of the world, as well as
on & eoamaereial maritime crose road, the e¢losest to the United States,
by meang of whish over ten days mavigation is saved betwesn the Atlentie
and Pasifis oseans. Besides fasilitios for the traffie and storage
offered by the free perts, where only a moderate charge is made for the
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site occupied by the industry, sny enterprige will be free from tix;tion; =
This will ensoursge the establighment of industries that utilise ’nn’tion:l. y
or foreign raw materials. In the latter cage, duties will be paid oniy
when the finighed article leaves for national markets, in nronortion to
the oxtent that the foreign materials 1s contained by the finighed
productss Finighed mamufactured articles may leave at any time for
foreign markets without export dutie- or custong intervention,

Another free port is being contemplated for the highest
terrain on the isthmug, for such industries as require a milder elimate
than the torrid conditions of the coasts

8) Ireland

Shannon, with its favorable geographical pogition on
Europe's western boundary, has already played an qutsto.nding part in the
higtory of transatlantic air transport. Legislation was enacted to
provide concessions and fesilitiss which would ensoursge industrialists
fo establish «& shammon. And the Shannon Free Airport Developaent
Authority was formed to administer the funstions for whiosh the legislation
provided, so as to encourage foreign emterprise to set up plants under
speeially favorsble conditionss

Ready=built factories, consisting of standerd bays of whish
any number ¢an be taken over, with possibilities of future expansion,
or dnolf:pad sites, with all gervices laid on, on whish indugtrialigts
may construct their own buildingse Nonerepayable grants towards the
¢ost of the buildings are svailables It consists of nonerepaysble grants
to cover the full cost of aite, half the cost of plant and mashinery,
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and the full cost of training staff. Income tax and ecorporation profits
tax are exempted until 1988 on profits from export buginess. lLocal
taxation is also partially exempteds There is free tranafersbility of
profits and free repatriation of cepital at any time. Rexts are very
attractive, with leases for periods up to 99 years. Ko duties are to
be paid on raw materials coming in or goods exporteds There is direct
asoess from fastory to freighteairoraft.

380 asres of land are being developed asg factory and ware-

houge sites at the airport, and there are smple mupowsr rescurces at
rengonable éost.
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Chapter XI. islative and Other Administrative
ﬁwr-! Adopted by Thase Countries

; A ——

The United States, Panama and Mexieco are taken ag exmmples.
l. The United States

The Foreign Trade Zone Aot (Publie Law 397 73d Congress,
spproved June 18; 1987) provided for the establighment of these sones
to expedite and encourage foreign commeree. Under this original Ast,
activities within foreign trade sones were limited to sowcalled manie
pulation, with an express prohibition againgt mamufacturing. This
digkinotion bo‘bnm’ manipulation and mamufacturing gave rise to
eongiderable uncertainty and was a handisap to full utilization of the
sones. In 1980, legislative amendment (Publie Law 588, 81st Congress)
sxpanded the Aot to ipelude manmuf'scturing mdoﬂlib:lth_:g along with the
M othci' buginess services suthorised in the basie legiaslation,

Production of articles in aones by the combined use of domestis
and foreign materials makes ummescessary either sending the donestis
materials abroad for mamufacture or the duty paild or bonded importation
of the foreign materials into this country. Duties on the foreign geods
invelved in guch prosessing or mamifasture are payable only on the astual
quantity of sweh foreign g#oda hnorpmﬁo& in merohandige transferred
frem a go,n. for entry into the eomnerce of the United statu.‘ It there
is waste resulting fres manufasture or manipulation, allowsnces are
made for it. .

Zone facilities may mow be utilized for the full exhibition
of foreign mershandige without dondy; for an unlimited length of time,
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and with no requirement of e:@or*tation or duty paynent. U0 render the
greateat possible service to foreign trade in the use of this right of
exhibition, and other privileges ;ranted to the sones, a Loard regulation
wag promulgated authorizing the establighment of zones or sube=sones

for ouc or wore of the speclalizec purpo&a of storing, manipulating,
mamufacturing and exhibiting goods, if the Board affirmailively determines
that the services of existing zones are not adequate for the needs of
QOILIETC @ |

Zone privileges offered by the Act may be sumnarized asg follows:

1) rareign merchandise uay be brought into a zone without
custons entry, and without the payment of duties or furnishing of bond
therelor.

2) Domestic merchandige uay be taken into s gone and, previded
its identity is maintained in socordance with preseribed regulatiorns,
may be returned to oustoms territory free of quotas, and duty.

3) Products shipped to the zone imn bulk can be dried, sorted,
graded, or cleansd, and bagged or packed, peraitiing snvi':‘;z_;s of duties
and taxes on moigture taken from content or on dirt removed and culls
thrown out.

4) From incoming shipments of packsges or bottled goods,
demaged packages or va-okan bottles can be removed.

§) Uhere evaporation rosults during ghipment or while goods
are stored in the zone, the cortents of Larrels or other contairers oan

- be regaged, as no duties are ngyalle on the portiong lost or renoveds

§) ierchandige nay be re-narked or relabeled in the zone to

conforn to roquirnonts‘for entry into the commerce of the United States.
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7) Subegtandard foods md drugs may be reconditioned.

8) There is no time limit ag to how long foreign nerchandise
aay be stored in a gone, or when it must be entered into cugtous
territory, reexported, or destroyed.

§) Foreign ﬁmhwdin in bonded warehouges may be transferred
to the sone at any time.

All laws of the United States apply to mnd within the foreign
trade zoﬁe exoept that, to the oxtcnﬁ provided in the Torci n-" race
Zone Act, the United Stgtes cugtons laws do rot apply Lo merchaulise
brought into the zone.

2. Panama

Created as an autonomous institution of the Governient of the
Republioc of Panama, by Decree Law Kos 18 of June 17, 1948, the Colon
Free Zone is rapldly taking its placing among the most Liportant Pree
Trade Areag in the world.

To aid world's comuerce in the golution of the very comlex
problems faced daily, and to stizmulate trade by permitting eloser contsot
between the supplier and the congumer, the Government of the Republie of
Panama crested £hu International Free Trade Area known as the Colon
Free ZOni. Approved legislation permits all kinds of sscepteble commeroial
trangactions, completely fres of taxation, duties and any other ginilar
echarges. Only income tax based on declared net profits and assessed on
a special tariff for Free Zone Firms is to be paid. |

The Colon Free Zons, with its own juridie representation and
will be autonomous in thé oconduct of its management, but subject to the
vigilanee and inspestion of the Exesutive Power and of the Comptroller
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General of the Republie. The nation ig subiidhrily raesponegible for all
oblicationg contracted by the Colon Free 7one. As an ingtitution of the
State, the Colon Free Zone is cxemt from the payment of all duties,
contritutions or taxes. One=half of the profits obtalned each year

by the Color Tree Zone shall be get aglide and socumulated indefinitely
toward a reserve fundes The other half shall be deposited in cash into
the natioral tru#ury as a dividend pertaining to the Nation.

The supervision, adninistration and operation of the Colon
Free “ore shall be under the direction of a Manager to Le appointed by
the President of the Repubtliec, under the joint responsibility of the
Cabinet Belnber;, with the approval of the Natioral Assexdbly and a Board
of Direetors.

Advantszes offered by the Decree Law to local and foreipn
marmf actures are followss

1) Since all merchandise upon sntering the Free Zone will not
be required to pay corrssponding import duties, it will bte pogsible for
local marufacturers to order larce quantities of goods, which eventually
will be used in their loosal tusiress trangactiors. The nanufacturer |
will also te permitted to pay irmport dutlies on partial withdrawals
instead of on the total shipment,

2) Local manufsoturers shall Le able to obtain financial
faeilities from locel credit houses, on the merchandise which is deposited
in the Colon Free Zone publis warehouss.

S) The rates charged by the public warehouse of the Colon Free
Zone are low.

4) The Adainigtration of the Free Zone of Colon has the legal
authority to set as reseiving, depositing, and forwarding sgent in the
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name of any individual or firm, even when such firmg and individuals are
not residing in the Republie of Panama. | ,, |

5) There is no exchange problem as the imerican dollar is free
owrrency in the Republis, and aocounts are permitted te be carried, paid
and collected in dollarse

6) It is & strategle point uoxﬁﬁtutiq & nearly obligated
step for all the sea and air routes of the world, whisch will be the basie
sdvantage to Rorth;mtem napulacturerss

3. lexico

| On September 17, 1946, the President of the United States of
Mexieo sicned an Act of Congress, concerning the establishment of the
Free Ports of iexico, and suthorizing the Department of the Treasury ln'll
Public Credit or their ‘:uoouaor‘a thereof to Mntain and operate theme
The Office of Emutiﬁ exercises power t0 acquire compulsorily, for the
purpoge of publie benefit, chattles and property iliah nay be deemed
pecegeary for the establighment and to aairtain and operate the Free
Ports, subject to laws relative to uproprhuon.

The Department of the Treasury and Public Credit delegates its
suthority for organisation, adainigtration and management of the Free
Ports into a pudlie Mowmu’ orgenisation named ”M-tritiv. Board
of the lluicun Free Porta” eqrind in a body of five unban. one of
whieh is. the managers

The Aduinistrative Board has legal upuiv and ita own funds
mm ofy A

1) Punds contributed by the Federal Govermment, the Goverzments
of the States and of Munieipal Msthorities.
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2) Revemus obtained from the exploitation of the Free Portse.

S) In general terns, from all revemies derived firoum its omn
sctivitiess

. Provided, that during the time the Administrative Board does
not have its omn sufficient funds to msintain present ingtallation or
to undertake new onss, the Department of the Tressury and Public Credit
w11 inelude in its anmual budget sufficient funds for this purposs
snd for the payment of adainigtration axpemges for services as rendered.

The Act and Regulstions offer the followi:g advantages of
isxioan Free Portst

- 1) There will be almest somplete freedom from offieial custous
foraalitiss and minimum sghipment bandling ohrguo

2) Foreign goods may be unloaded and stered, sorted, graded,
trangformed, repacked and reshipped without the imposition of the cugtoms
formalities and duties spplisable to similar goods emtering eustoms
territory.

8) Within the imelosed ares of the Free Ports all kinds of
indugtrial maufesturing may be ingtalled without taxation or intervention
of cugbomse

4) Nexisan Free Perts are segregated aress in whish lading, un-
lading, storage and transfermetion of geeds and materials may teake place
with great fasility and svemimally constitute senters of storage and re-
anmmmmnﬂwmhmwm.

5) Vessels imtaring Free Ports o 10% lese time due to oustoms
o m Lormalities.

§) Vessels may de fusisd and sevrvised while thay are deing
unloaded o loaded.
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Chapter XII. The hoh-iu% %ﬁ: Prooeui_ng
Zone espudblic o

1. Outstanding Characteristics

On Jamary 30, 1965, tho Goverment of the Republio of China
promulgated & cow law « the Statute for establishment and mansgenent
of Export Preocessing Zones, to mark the beginning of a new era of the
rationg' economie development. Under this new law, the Kaohsgiung Export
Processing sone, the first of its kind, has been establighed in Taiwan,

An "Export Proceasing Zone" is an exclusive industrial nt.t’c
designed for the promotion of export processing inmutrici; It is
oreated by the Chinese chrmuﬂ: after a oareful study of the systems
governing the establistment of "free trade zones®, “foreign trade sones®
and "free poita" in uﬂ.oun foreign countries with due consideration )
of the prevailing cond&tioﬁ in Tatwan, It is, therefore, quite similar
0 & "free trade sone” exsept that an “export processing sone”is duignod
for industries engaged in the m:m-. processing and assesbly of
export goods while & "free trade sone” sccommodate enterprises engaged
in resxport of commodities or exslusively in buginess and trade sctivities.

2. Spesial Features

1) lwort duty are exewpt for the mashinery and equipment,
raw M’. m’--‘z-tmm ann imported for their owm uge
by factories losated in the Zone. Commodity tax is aleo exwmpt for all
the finighed produsts manufastured by and for all the rew materials and
" semiefinighed preducts used by export enterprises opersting in the

one.
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2) All the products mamufactured in ths Zone must be exported.
The domestie sales of such produots shall be limited to those which
oannot be mamufaotured in the customs territery of the Republis of China
but which are sssential inport items, and shall be spesially sppreved
sage by sage. Import duties and ocommodity tax mugt be duly paid at the
time of their emtry. |

3) An "Bxport Processing Zons Adminigtration’is established
for the management of the Zone, and is vested with adequate authority te
adminigter all matters within the jurisdietion of s Zone in order %o
" simplify procedure end centralise authority and rssvsnsidility.

4) In prineiple, factoriss to be loscated in the Zone ghall be
linited to thn,no whoge operstion will not adversely sffect similar
export industries already established in Taiwan. The categories of
export enterpriges to be admitted into the Zome ars snnounced by the
Ministry of Boonomic Affairs.

" §) The machinery and equipment, raw materials and semi-finighed
: pﬂhh shipped from the customs territory of the Republis of Chinas
inte the Zone ghall be considered ag expert commodities and shall be
mpplied ascerding te the expert prises.

8) The land covered by the Zone shall be publisly ewned sad
for lesge only. In addition to paying remt for the lamd, sxport smber-
prises are required to share a part of the axpenses for development and
| maintenanse of the Zene.
| 7) A mmber of standard fastery buildings ars construeted in

Zone fer lease to small- and mediwm-gise festeriess
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8) with the exception of necessary managerial personnel,
watehmen and guards, and employees of export entarprhﬁ who are on duty
after office hour, no other persons are allowed to reside in the Zone.

9) lore favorable spesial regulations have been promilgated
to govern the conduot of foreign exchange settlement by factories located
in the Zone.

10) Bonded trucks are used between the Zone and the wharves or
airports. Tax evasion and smuggling ingide the Zone shall be severely
pumighed.

3+ Geogrephie Features, Fasilities and Ingtallations

The Kaohgiung Harber is the largest intermational port in
Talwan. It is situated in the seni-tropical soue at latitude 23 degrees
north and ljongitude 120 degrees sast, about 342, 547 and 1,356 ailes
Lron Banghni. Manila and Tokyo respestively. The annual volums of
‘sarge (8,000,000 metris tonsg) handled by thig port is more than twe-
thirds of the island's Setal import and export of a yeer.

located at the gouthwestern tip of the island, ths average
Mﬂvo at Kachsiung is sbout 27 degrees C. in June and 17.5 degrees
Ce in December. 7The average anmal rainfall ig about 2,000 mm end
there are less tham 100 rainy days essh year, Rainfall s conseutrated
duying the period of May through September. | |

Eeving a pepulation of more tham half a millien peopls, Kaohsiung
Is the sesend lergest eity and also one of the leading industrial oities
in Teiwan, Railways and highways conneet Ksohgfung with all the other
parts of the island: The nearbty Kechsiung airport will shorsly be expanded
ixte the sesend imtermatiecal airport oa the igland to serve jet airlimers.
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The Kaohsiung Export Processing Zone is set up on the newly
‘-reclaimed land in the harbor. Covering an area of 83 hestares, the
Zone faces water on three sides and is connectsd on one side with the
Southern Taiwan Indusgtrial Estate. Public utilities of international
standard, ineluding roasda, sewers, water, power, tele~communication,
fire-fighting facilities, and warshouses, are congtructed.

4. Statistical Data

The following tables reveal a breakdown of the approved

investment cases by category and an anslysis of the gsources of tpprevul

investmentst A
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Approved Investment by Category

A

Amount of
category e, Imetemt oyioyees

(us$) nvolved
1. Precision mashinery and ingtruments 3 400,000 237
2. Kleotronies products | 24 11,351,229 8,950

3¢ Optical products - - -

4« Jetal products 13 2,476,500 2,226
8§+ Plaptic products 17 2,288,878 3,723

6. Machinery 4 525,000 256
7+ Purniture 2 476,000 820
8. Handioraft produsts 22 1,998,400 4,184
9. Eleotrical appliances and prodicts 3 710,000 760
10s Rabber products 2 125,000 438
1i. Chemical products 2 176,000 230
13. Printed matters 1 150,000 48

18. Confectionery - - -

14. Cosmetics - - .
15, Leather products ] 518,000 i.&%
16, Knitted and woven goods 18 2,084,761 4,453
17. Germents | 18 4,307,856 8,133
18, Paoking and repair servioes 2 285,000 304
19, Paper produsts 1 $38,160 224
20. Toys 4 - 734,089 1,117
1. TYaahts 1 50,000 &7
TOTAL 140 28,960,829 34,888




Approved Imvestment by Source

Source of Investment lu:h.:r”ot :‘%2;%::;

l. Domestic investnent o 2.870.1&
2s Overseas Chinege investments 28 4,870,009
Hongkong' 19 3,185,028

Japan 3 922,874
Indonesia 1l 150,000
Ryukyns 1 200,000
th 1 - 212,800

8. Foreign irnvestments 48 14,862,489
The United States [ 5,459,429
Holland 1 2,150,000

Turkey i 170,000
Ryukyns 1 100,000

Japan 4 6,252,100

Great Eritain 2 780,940

4. Joint ventures 43 8,587,111
8ino=America ¢ 1,249,801
Sino-Japan 18 2,101,501
loéal-Overseas Chinesge 12 1,573,180

51n0=U .KeeleBe 2 273,889
Hongkong-Philippine-U.Ke 2 400,000
Canade~U.K.~Japan 1 800,000
Canada~Amerisa 2 170,000

TOTAL 140 28,969,829
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‘5. The swond' and Third Export Processirg Zones
A budget of Ug$l7,2560,000 has already been approved for the
establishment of the Seoond Export Processing Zone, located about 20
kiloasters north of the Kachsiung Harbor, on 115 hestares of sugar cane
field, along the main HortheSouth Highway of the island. It will

ineludet
1) Plant sites | ' 62473 has
Standard fastory area 52.82 ha.
Self-built factory area $0.11 ha,
2) Roads and green ares 20,67 ha,

3) Adminigtrative building and gupporting agencies
$.00 ha,

4) Community site ) 2672 ha.

It has bigger area than the firast export processing zone,
therefore, it will accommedate more factories to be established ingide.
comity site i3 reserved for houging the employeesg thereby reducing
the problem of commnication, loreover, there are adequate labor resources
fron nearby existing communities. BW trucks will be used between
thn‘mmmdth.izmuordrpcﬂn '

It is expected that the congtruotion will be completed within
ons and half years and faotory applications will be accqafablo in
July 1970,

A thres-year target is setforth as belows

1) There will be 200 export enterprises established ingide

the szone.
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2) There will be a total investment of U5$30,000,000,

S) There will be a total anmual export volume of 15$120,000,000,

4) There will be 40,000 amployments oreated.

5) There will be 500 senior foreign technicians in the zone
which will be helpful to the training of local amployees.

A Third Bxport Processing Zone, located in the central part of
Taiwan, with an area of 23.8 hectares, is also being under oconsgtruotion,
Publio facilitiss are expected to be completed in muzust of this year
(1969).



Appendiz

Statute for Egtablishment and Management of Export
Processlng Zones

Promulgated on Jamary 30, 1966

Article 1:

For the promotion of investnent, expansion of export sales and
increase of the export of produsts and labor, the Executive Tuan may
select appropriate localities and demarcate specific plots of land in
such localities for establighment of export proooa;;ing zones under the
proviglons of thig Statute.

Article 2s “

The establighment and nmgmgnt of export processing rones shall
be governed by the provisions of thig Statute. In the caze of matters
not provided for in this Statute, the provisions of other related laws
shall ApplyQ
Article 3s |

The term "export enterprise” used in this Statute means the enterprises
enfranchiged to engage in the mamufacture, procesasing or agsembling of
wport produots within the expors prosessing zones and the enterprises
engaging in guch activities as storage, transport, loading, unloading,
pasking, and repair essential to the course of prodiction or sales
operationg of the enterprises engaged in the mamufacture, processing, or
sssembling of export produces within the sones.

Articls 4.

Fxport enterpriges shall be limited to thosge conforming to the

following conditiongs
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ls That the enterpriges are established with new investnents;

2. That the establishment and operstion of such enterprises will
not adversely affect the operation of existing domestic industries also
engaged in export;

3. That the reaw materials, semi<finighed products, or finighed
produsts of sush emterprises can be easily inspected or regulateds and

4+ That the operation of suesh Clt-'pl'ii;l during the course of
manuf asture or produstion will not endanger publie safety or publie
health inside the export processing sones.

The catagories of export enterprises shall be jointly formulated
by the Ministry of Leonomic Affairs, Ministry of Finance, and the suthority
in charge of foreign exchange and foreign trade in consideration of the ’
status of export sales of the cntarpr‘hu of any specific category as
well asz the location and space of the export processing sonea, and an order
of priority for establighnent of export enterprises under ditfarcnt
caterories shall likewise be formulated basing on the degres of facility
for the inspection and regulation of their raw materials and products.
In both éuu, the propossls shall be submitted to the Exeoutive Yuan
for approval and announcement.
Artiole 51

No products of export emterprises shall be brought inte and sold
in the local nmarket; provided, that this shall not spply to the products
whish cannot be manufestured in the customs Territory of the Republio of
China and the import of which is nseded, if the domestic sale of such
products is approved by the authority in charge 401’ foreign exchange and
foreign trads.
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Where products are brought inte a.ndjold in the local market upon
approval granted under the proviso to the preceding paragraph, all
duties and taxes shall be duly imposed at the time of their entry.

Article 61

Regulations governing the disposal of waste and soraps of export
cntcrpriiu shall bo separately prescribed by the Ministry of Economie
Affairs.

Artiele 71

An Export Processing Zone Aduinistrstion shall be sstablighed in
sash export preeessing sons, to be plased under the Jurisdiction of the

Minigtry of Booromis Affairs, and its organization ghall be separately

pressridbed by law.

Article 83

The Export Processing Zone Adainistrstion shall have the powers
and funstions to handle within the sone under its jurisdiction matters
oomm: ‘

1. Administrative regulation of export processing operationss

2. Planning, congtruction, and management of all necessary
hutdhtim and fasilities h the sone; |

3 ﬁnlgm of revenues derited from propmiu md by the
govermmnt;

4¢ Tactory and Dusiness registration sand construction approval
and the issvance of pertinent licenses;

8. Inspestion of plant ingtallation and working conditions for

laborerss
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6. Inspection of products and the issuance of pertinent licenses
or certificates;

7. Endorgsement in respeet to the import and export of sommodities;

8. Regulation of foreign exchange and trade;

9« Meagures for prevention of smuggling and the patrol and
ingpection for sueh purposess and

10. Coordimtion with other agemsies and organiszations.

Regulations governing #h- nanagement and npmtioﬁ of the
Adainistration shall be prescribed by the Ministry of Economie Affairs
in conjunction with other muthorities concerned.

Article Ot

The following matters within the export processing sones shall
be handled undu' the direction and supervision of the Adminigtration.
by the braneh or sub-branch offfices to be set up in the sones by the
mthéritiu in charge of the particular enterprises.

ls Assessment and oollection of taxesp

2. Customg ingpection of import and export emodiﬂu and the
supervigion and ingpection of commodities in the course of transit;

8. Postal and telegraphic services; and

4¢ Business operationg of bonding agencies.

The bransh or gub«branch offices referred to in the preceding
paragraph shall in prineiple be maintained within the building or
buildings of the Adminigtration.

Article 10:

In registering for formation, ean export enmterprige shall fill out
spplication forms for sush purposes and submit the game, together with
the relevant irformation materialg required, to the Export Processing
Zone Admipigtration for trangmittal to the Minigtry of Boonomio Affairs
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for sereening and apprevale.

All matisrs applied for by an export enterprige ahall be handled
by the Export Processing Zore Adminigtration or be tranguitted thereby
to aother agencies concerned for action, as the case may require.

Article 1ll:

Land situated in the export processing sones may be owned only
by the publie. Any land in the zones which is privately owned shall
be roquhitiénod under Article 209 of the land law and compemsation
shall be made to the original owners at the market prices of the land.
Export enterprises may, in the light of their respective requirements,
hold and use the land in an export processing zone under lease, and
shall, in addition to paying rent in accordance with the Land law, pay
their share of the sxpenses for development of public utilities, instale
lations, and facilities.

Plant bulldings inside the export processing zones may be congtructed
by the export enterprises themselves with prior approval or by the
Aduinigtration for leasse. The Administratior may also permit investment
by other persons in the construction of plant bulldings for lease.

Artiole 124

All buildings located ingide the export processing iones which
are privately owned may be transferred only for use by export enterprises.

Where any of the following events occurs to any of the buildings
referred to 1n the preceding parsgraph, the Administration may purchage
same at its markst pr!.‘cotb

1. There the buiid.lnc is not used by an export enterprise;

2. Vhere the building is mot properly used; and

3. Where exorbitant prices are demanded for transfer of the buudiﬁg.
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Article 13:

Inport duties and dues are exempted for the machinery and
equipnent, raw materials, and semi-finished products imported by esport
enterprises for their own use; provided, that no such imported articles
nay enter, in whatever manner, into the eustoms territory of the
Republic of Chinae ‘

éomodity tax is exempted for all goods produced and for all raw
materials and semi-finighed products used by oxpért enterprises insgide

an export procescing zone.

Artiocle 143

The machinery and equipment, raw materials, and seai-finished
products brought by export enterprises from the customsg territory of
the Republic of Chini into an export processing sone for their own use
shall be deemed asg export commodities; provided, that no tax refund
shall be made for imported machinery mnd equipm.at which have been
duly taxed.

Article 163

Hegulations governing the control of foreign exchange in respect
to commodities imported and exported by export enterprises located in
the export processing sones shall be aeparately prescribed by the
mthority in charge of foreign exchange and foreign trade.

Article 16t

Export enterprises may, within an export processing sons, offest
storage, displaying, repscking, and processing, manufacture or make
other manipulation, which ghall Ve related with export sales, of the

raw materials, semi-finighed products, and finished prodicts for their
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own uges However, they should keep ledgers in whieh itemized detailed

entries shall be made to record the quantity and value of their insoming
and outgoing commodities for inspeotion and suditing by the Administra~
tion and eugtoms authorities at any time.

The raw materisls, semi-finighed and finighed produets referred
to in the preceding paragraph may be stored for an indefinite period

| of time in sn export processing sonse. In cage of loss or shortage,
reports shall be sutmitted to the Adainigtration to explain the csuses

of the loas or shortage. The Administratiom shall thereupon condust
a joint ingpection of the logs or shortage with the cugtoms anthority,
and, if it is found that the loss or shartage is true and the csuses given
are asceptable, may permit & deletion of the loss or shortage from the
bookge
Artiele 17:

' Wien sommodities of cxpert emterprises are brought into or out of
An export processing sone, spplication for sppreval ghall be filed in
advanse with the Administration for inspestion, sesling and relesge of
the eommoditiss by sustoms mthorities stationing in the some and alse
for supervision and inspestion of the semmsdities in the sourse of
trangite | '

Artisle 18

lﬁh the exveption of the necessary managerial perspesnel, watslmen
and guards, and personngl of eapors exterprises who are on Mty after
office hours, m other persons may reside in the expert proeud;g



All export enterprises shall gubmit oomplitc name lists of their
employees, with photographg, to the Adminigtration for issueance of entry
and exit permits.

Entry into and exit from an export processing szone by all personnel
and vehicles shall be made at gpecific losalities designated by the
Administration md sbhall gubject to the necessary ingpection to de
conducted by customs officers and watchmen and guards.

Article 19:

An act in violation of the Adminigtration's operation and management
rulss shall be punishable by & fine of not more tham five hundred yuan.
‘In case of & serious violation, the Administration may order compulsory
removal from an export processing cone.

Article 20:

The following acts shall be punighable by & fine of not more than
ons thousand yuant

1. Vielation of the provision of Artisle 18, paragreph 1.

2. Violation of the provigion of Article 18, paragraph 3.

Article 21s

An aot in violation of the provigion of Artisle 16 of this Statute,
in not keeping the necessary ledgers or naking false entries in the
book; or refusing inspestion by the Administration or by the custonms
authority, shall be punighable by a fine of not more than five thousand
yuane
Article 22

Bringing of sommodities into or eut of an export precessing jons
in violation of provigion of Artisls 13 and Artisle 17 of this Statute -
shall be desmed ss an a0t of pmiggling and the perssn who does such an
asst shall be liable %o sivere pemalitiss under 3he rilswsnt provigions
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of the Cugtoms Preventive Statute.

Article 231

A person who gells in looal market the products manufactured or

produced in an export processing zone in viclation of the i:misi.on of

- Article 5 of this Statute shall be liable to imprigonment for a period

of not more than five years or detention and, in addition thereto, may
be liable to a fine of not more than ten thousand yuans

A person who violates the provision of Article § of this Statute
and whose act falle under any of the circumstances specified in Artiole I
and Article 4 of the Statute for Punishment of Smuggling shall te
punished in accordance with gald Statute, as the cage may be.

Article 244

Where a customs officer in charge of levying and collecting duties
and duea or an orﬁeer charged with the rupomﬁ:uity of conducting
hupe'ction in asoordance with the relevant laws and regulations releases,
sells or conceals the commodities with the lmowledge that sush commoditie
are brought inte or out of an export processing sone m- m;glins purpos
shall be liable %0 a punighment of imprigonment for a period of not less

then seven yearss

 artiele 281

There an export ohtmiu falls under any of the events specified
in ﬁuin 20 through 24 of this Statute, the Adminigtration may order
and snforee sompulsory removal of the emterprise from an export processis
sone within a prescribed period of time in addition to meting out penmalti

in ascordance with the provigions of the respective articlese
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Article 284

The enforcement rules of this Statute shall bo’ presoribed by the
Bxecutive Yuan,
Artiele 27:

This Statute shall beocome effective as of the date of its promule

gation.
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