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INDUSTRIAL FREE ZONE ACTIVITIES IN‘TBE
PHILIPPINES WITH PARTICULAR FOCUS ON THE
BATAAN EXPORT PROCESSING ZONE -

I. INTRODUCTORY

On June 21, 1969, President Ferdinand E. Marcos
signed iufo law what is now known as Republic Act No. 5490
converting'the Port(of Mariveles as a Port of Entry, making
Mariveles the site of tho first "fareign trade zone" in the
‘Philippines, and creating the Foraign Trado Zone Authority

(FTZA) to establish and manage the foreign trade zone.

On November 20, 1972, Ptesident\Marcos ﬁromulgatedv
Presidential Decree No. 66 amending Republic Act No. 5490
by converting the FTZA, then an ordinary gove:nment‘officé.
| into the Export Processing Zone Authority (EPZA), a corpo-
ration with all the powers of a corporaté entity;}giving it
more authority and flexibility to attain its objeqtiveé, and
clearly defining the incentives and privileges that may be
extended to enterprises which set up theii facilitiea in the

Zone.

As of August 31, 1974, the Bataan Export Processing
Zone (BEPZ) may be considered as an operating export-oriented
industrial estate with 8 factories operating, 7 of them having
‘made several exports of tﬁeiﬁ products, Fifteen more companies

await completion of their factory buildings before the end



of the vear at which time they expect to be operational.

Before and in-between these dates are events and
situations which should be described in order to appreciate
the social, economic and political forces which influenced

~ the establishment, growth and directions of the BEPZ.

The exposition and analysis of the BEPZ experience
should be appreciated with the awareness that this is the
first experience in the Philippines with this type of ecOnbmi
vehicle., While lessons could be drawn from the experience
of other jurisdictions such as South Korea, Taiwan, Singapore
and Malaysia, these precedents had to be applied in a com-
pletelyAdiffefent, and many times incendiary, political
setting that prevailed in the Philippines in the late 6C's
and early 70's. If the narrative is detailed at some points
this was done to better explainkthe flow of events within

the context of this study,

With this study, the following objectives are sought

to be achieved:

i« To identify the policies and objectives of the
government in establishing the BEPZ,

2. To discuss the measures and strategies undertaken
to develop, mske operational and manage the ope-

ration of the Zone,
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3. To mwake an overall assessment of the results,
- both positive and hegativa. as well as describe

obsér?ationa and analyses of the réasons-for

such success or difficulties in the iﬁplﬁmenf

tation of the Zone project,

From this sfudy, it is hoped that faluable lessons may be
drawn by gofernment policy-makers and administrators with

respect to the develop&ent’of future zones,

i AT e M R AN o i

S ke et e
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' II. GENERAL OVERVIEW AND BACKGROUND

oiv—

The conception and development of the BEPZ spans two
significant periods in the history of‘the Philippines,.
Conceived and started under the 01ld Soclety before the decla.
ration of Martial Law én September 21, 1972, the project
made tremendous strides and will be compieted in the post-
Martial Law period under the New Socie£y.’ Considering the
substantial differences in conditions prevailing in the
country during the two perliods, it is necessary to provide a

brief description of each period.

A. Pre-Martial Law: The 0ld Society

1. Government Organization and Politics

The old structure of the government of the Philippines
was patternéd after that of the United States with three
majqr departments: the Executive Department headed by the
President; the Judiciary with the Supfeme Court and inferior
courtsy the Legislative Department, divided into the House
of Representatives whose members were elected from various
Congreasional districts all over the country, and the Senate

whose members were slected at large.

Political leadership in the Philippines follows a
traditional pattern of patternalism and personalism, where
the leader is "godfather" to his constituents, and loyalty

is measured on a “personal basis., Ascendancy to a leadershi



¢
éoutiién wa§\ach1dtod thkbugh the exuctionrprocesQ. 'Gradually,
'throush the years, the elective officials particularly mayors,
\sovernors and congressmen became the symbols of success and 3
.powexr within the aystem., As a-reault, electiona.became very .
‘expensive affairs. The so-called "democratic process" was
many times subverted as politicalAcandidates competed for
votes by Iawfuixmeans, or through the instrument of "guns,
goons and gold", Politicians were not héyond using their
pqsitioné to obtain resources to fund their private organi-

zations and'perpefuata themseivesfin’péwer. '

Most often, Iegislation turned to local and pr1Vate
bills designed to provide patronage and favor their- respective
constituenéies, It soon became extremely difficult to legis-~
late bills of national importance because these were invariably
controversial or contrary to the 1§terests of some.congréss~
men.. The Chief Executive could not aecure‘fr&m Congress the
legislation necéssary to implement his programs for the deve-
lopment and progress of the country. Legislative reforms
were few, inadequate and too-far-between to<provide the neces-
sary impact and impetus to desired natiomal goals., The ills
of the country could nof be resolved, thus providing the

fertile grounds for unrest and dissatisfaction,

. o '
The situation smoldered until it exploded in the 70's.

From January 1970, Greater Manila was rocked by continuous
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demonstrations of student activistéisuppoxted and abetted
by leftiat groups, and by politicians out to embarrass the
government., Many times, demonstrations would deteriorate
into violence which invariably resulted in loss of lives and
destruction of public as well as private proparties. There
was anarchy in the streets, To exacerbate the situation,
irresponsible elements of ﬁedia deliberately fanned the
flames of unrest through highly inflammhtofy columns and
articles, Political factionalism became even more pronounced
sacrificing the imperative for sobriety in the face of
national problems, In the outlying towns and provinces,
communist-led forces escalated their activities from subver-

sion into outright armed rebellion.
2., The National Economy and Development Planning

The postwar years between 1945 and the 50's were
devoted to reconstruction and rehabilitation work initially,
and then followed by government experiments with different
development programs, none of which gave the economy the

boost it needed.

The decade of the sixties provided better national
economic planning and direction for development, This period
saw the harnessing by government of so-called "young techno-
crats" to.azsist in economic planning and implementation.

In the Executive Department, the Program Implementation

Agency (later changed to Presidential Economic Staff) was
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organized to serve as the economic arm of the President.

in Congress, the Economic Legislative Advisory Group (later
‘changed to the Congressional Economic Planning Office) was
also eafablished to‘House of Representétives in economic -
legislation, These offices were staffed by bhright young
men, many of whom had graduate degrees from schools abroad.
But the enthusiasm of these plammers and implementors were
many times frustrgted by the existing'system - a bureaucracy
which bogged down from its own weight, an inflexible civil
service asystem, and aﬂcdngress which failed to subonmdinate

personal and parochial concerns to the natidnal interest.

The efforts of the young technocrats did not go fully
unrewarded, however. Through sheei persistence, in 1967,
they were able to push through Congress Republic Act No., 5186,
the Investment Incentives Act, which laid the ‘basis for
rational and sound economic planning and created the Board
- of Investments (BOI) to admlnlster the law. In tur#. the
BOI, also staffed by young technocrats, was able to convince
Congress in 1971 to enactta complementary measure, Republic

Act No, 6135, otherwise known as the Export Incentives Act. -

During the 60's, the performance of the economy remained
lethargic, The growth of the gross national product ranged
from 4.5% to 6.5% annually. The population increment was
one of the higheat in the world at 3% annually, Prices of

various prime commodities cOntinued to spiral upwardsy the
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increase in per capita income was not fast enough to offset
risihg living costs., Unemployment was rampant; during the

decade, it averaged at 7.5% of total labor force.

Export earnings were atill largely traditional ?roducts'
with no trend toﬁard: meaningful diversification, Except for
the year 1963, the Philippines experienced negative balances
in its foreign trade during the entire decade. The national
balance of payments, gooda and services account also showed
the negative picture except for ﬁhe years 1963, 1965 and
1966, It was in this economic context that Republic Act No.
5490, the charter of .the Foreign Trade Zone Authority, became

law in 1969,

As the 1970s began, the prospects for economic expan-
sion were bleak,.andvthe economic fﬁture was uncertain. The
economy had been caught in a struggle against formidable |
problems and forces - a atruggle made more difficult by an
unwieldy political system, which constrained governmeht
action, Besides civil diserder and social unrest, the country
had to contend with the floods of 1972, whose massive des-
truction to agriculture, infrastructure and industry required
extensive reconstruction and rehabilitation. International
demand for our major exports slackened simultaneously with
unsatiling monetary realigmnumnts in the world econowmy. GNP
grevw by 5.2% in 1970, 6.5% in 1971, and plunged to 4.3% in

1972,
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B, Post-Martial Law: The New Society

“on Sep¥ed5;r'é3;vi972, ih'théiéxeféisahéflﬁi;'éghgtiiﬁ‘
tutional powers,\Présidont Marcos promulgated Pfeai&antial
AProclamation No. 1081, impos;ng martial law throughout the
'country. In hia proclamation. the President declared that
wartial law was instituted in order to: 1) save the republic;‘
and 2) develop a new society' Under.tha martial law regime,
the President rules by decree, thereby making the exisfenee
of»Congress unnecessary. Unlike the ordinary connotation

of martial law, however, the civil authorities continue to

exercise supremacy over the military.
1. Government Reforms.

The detlaration of martial law set the stage for a
massive reform program in government. The first step was
to restore peace and order. the confiscation of all firearus
led to the disbanding of the '"private armies" of politiciansj
an estimated 600,000 licensed and unlicensed firearms were
collected, The maés dismissal or forced resignation of all
undesirables in the government brought about a new morality
and efficiency in the publie service,. Havihg‘been freed from
the need to catdr to the whimé of politicians,.and relieved
from the burden of endlessly justifying their actuations to
a "Congress of'kibitzers", govermment officials could now
proceed with their tasks on the basis of what is necessary

and proper,
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Freed from the shackles of a partisan and shortsighted
Congress, the President was able tO»promulgaté by decree
measures which are now bringing about far-reaching benefits
to the national well-being. Relevant to this ﬁaper Qre
measures to orgaﬁize the government and reduce bureaucratic
controls, raise administrétive efficiency and minimize graft,
launch a land reform program, improve the coﬁntry's tax,
tariff, business and investment laws, strengthen the educa-
tional system, secure the health and welfare of the people,
protect the workingman, and provida an atmosphere attractive

to the entry of long-~term capital investments,

Two of the Presidential Decrees involve the BEPZ
directly. The first is Presidential Decree No. 66, amending
Republic Act No., 5290, The second is Presidential Decree |
No. 545, further increasing the capitalization of the Autho-

rity.
2. The New Economic Miracle of Asia.

In less than two years after the eme?genee of the New
Society, the national ecénomy has been redirected towards
well-defined goals of development and stimulated to unprecented
levels of performance. Economic indicators point to the fact
that the once sluggish business tempo has given way to a more

accelerated pace of activity since 1973.

Gross national product after adjustment for inflation
hit the 10% growth rate mark surpassing the government target

of 7%, and more than doubling the 1972 growth of 4,3%-
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Aggregate investments in 1973 increased by 9%, a
significant improvement from the 0.8% growth in investments
in 1972. Total applicafions for new investments received |
by the BOI for the year 1973 totalled P1.2 B, a 121%

1n€rease in the 1972 volume of P545.8 M.

The 1973 balance of payments registered a record
surplus of US$671 M, an increase of 600%‘from the US$95 M
expérienced in 1972. The balance of trade in 1973 was a
positive US$275.5 M as against a trade deficit of US$122 M
in 1972. Export receipts in 1973 amounted to US§1.8 B Versus‘

US$1.1 B in 1972, an improvement of 64%.

The Philippine international reserves rose from US§282 M
by year-end 1972 to USﬁB?Q M by yvear-end 1973, an increase of
210%. As of the end of the first quarter of 1974, the level

of international reéerves reached the all-time mark of US$1 B.

In 1974, the national budget shows that planned expen-
ditures in pursuif of economic and social objectives comprise
about 64% of the total planned expenditures of the goiernment
for 1974. About half of the planned expenditures or P1,4 B
will go to infrastructure development. Allocation for agri-

culture and natural resources development is P2.4 B.

It is anticipated that the economic gains posted so far
would continue. In the words of the Director General of the

National Economic and Development Authority:
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"Up to 1977, GNP is expected to grow by

7.0 percent annually - in a sense consolidating

the gains realized within the period of the Four-
Year Development Plan. When the full impact of

the New Society's reforms are felt and domestic

and foreign resources are adeguately generated,

the economy will move toward the 10-percent growth-
stage, and ultimately towaxrd an industrial society.,"
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III. EPZA AND BEPZ: LEGAL BASIS AND FRAMEWORK

A. Legislative History

The economic potential of freeports or free trade
Zones aé vehidles for ngtional development were very well
known to and appreciated by policy-makers and "young techno-
crats" of the Philippine government in the late fifties and
‘in the decade of the sixties, But the establishment of a
zone required appropriate legislation which would embody the
tax and other incentives which‘only‘Consress had the power |
to extend, And herein lies the reason for the delay in
establishing a zone, and after ité establishment, in accele~

rating its development,

Like most countries in the world, undexr the Philippine
Constitution, the memﬁera of Congress are composed of repre-
sentatives from various provinces and‘congressional districts,
each one with its special interestas to promote and protect.
In addition to the known benefits to fhe national economy,
from a realistic viewpoint, it 1is obvious that the congres-
sional district where the zone would be located stands to
benefit the most, 1In thé late fifties and the sixties,
several bills were filed in Congress for the creation of
freeports or free trade zones, but it was difficult to secure

the cooperation of congressmen from other districts,
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1. Republic Act No. 5490, June 21, 1969,

On February 7, 1966, Congressman Roman of the Province
of Bataan filed House Bill No. 61516 entitled "An Act
Declarinngariveles in the Province of Bataan a Free fort".
The bill was referred to the Committee on Ways and Means on
July 25, 1967, and was debated in the floor of the House on
August 7, 1967. As drafted, the bill was very short, simple
and precise., It provided for the creation of a free port in
Mariveles, Bataan. It défined the concept of a free port,
which is, the tax-free entry of "articles, goods, wares or
merchandise of any kind or class" to be "stored, assembled,
sorted, cleaned, repacked or otherwise processed or manufactured
and re-shipped." As proposed, the operation, management and
maintenance of the free port would be placed under the control
of the Commissioner of Customs who was given Fule-making autho-
rity subject to the approval of the Secretary of Finance, No
provision was made for appropriating funds for the project.
Bacaﬁse of its apparently innocuous provisions, plus the
excellent promotions work of its author among his fellow

legislators, the bill was calendared for discussion.

During the debates, it was quite obvious that the bill
as drafted was inadequate. Substantial amendments were
introduced, and on June 21, 1969, the President signed the

bill into law, now known as Republic Act No. 5490.
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As approved, R.A. 5490 sought to amend the Tariff
and Customs Code by designating Mariveles, Bataan as a
principal port of entry, The same statute "establishad in
the Mariveles Port a foreign trade zone" where foreign and
domestic merchandise of every description may be brought
in "without being subject to the customs and internal revenue
laws and regulations of the Philippines." The law also pro-
vided for the creation of a Foreign Trade Zorie Authority (con-
sisting of a Chairman and 4 members) '"to direct the management,
operation and maintenance of the Zoné and to provide necessary
facilities and appurtenances thereof", "to determine and
fegulate the enterprises to be established within the Zone,
to issue rules and regulations, and to appoint, fix remﬁneu
';ations, and remove for cause all officers and employees.
The foregoing provisions summarize the éntire breadth and

~ scope of the legislation.

Obviously, the law suffered from serious deficiendiea
which would later, as in fact id did, impede the desired
rapid deveioPment of the Zone into the industrial and manu-
facturing center envisioned by ité proponents, Apparently,
the basic idea was to start the project immediately, get
the gov§rnment immediately irrevocably involved, and then

later sécure amendatory legislation from Congress.




- 20 -

2. Presidential Decree No, 66, November 20, 1972.

The President, believing in the objectives of the
measure, set out to provide all assistance possible, within
the limits of his constitutional powers and subject to the
constraints of the measure passed by Congress. The President
activated the official machinery to set the project in motionj
in the absence of a direct appropriation, he authorized the
transfers of furids to the project, to the limited extent
allowed by law; he made available support facilities 1ik§ an
Army Engineering Battalion, and equipment and other resources

from other offices of the government,

Meanwhile, in three yearly regular and countless
special sessions of Congress, attempts were made to pass
amendatory legislation, but the seIfishness, parochialism
‘and shortsightedness so typical of the 0ld Society could not

be'overcome, and the amendmmuts failed each time.

In dramatic contrast, in keeping with the imperatives
of the New Society, in only:tWD months of Martial Law, the
President promulgated Presidenfial Decree No. 66 extending
to EPZA the capability and flexibility necessary to achieve

the objectives of creation of EPZA,

Presidential Decree No, 66 made up for the deficiencies

of R.A. 5490, Under P.D. 66 -



- 2] -

a. FTZA, the old government office was converted
into a corporation known as the EPZA and given
the normal arsenal of powers enjoyed by a
corporation;

bs. EPZA was given a capitalization of P200 million
to be released in accordance with its program
of development and expenditures;

Ce EPZA.was giveﬁ bofrowing authority of up to
P300 million in domestic loans, and up to $100
million in foreign loansg |

d. The incentives necessary to attract investors to
the Zone were carefully spelled outj

e. The rules governing the entry of foreign invéstors
and techniciana were definedj |

f. EPZA was given ”exclusivq jurisdiction and sole
police authority" within the Zone and all areas

administered by it,
3. Objectives of the Law,

The legislation further articulafed a set of objectw
ives for setting up the Zone and these are: to stimulate
and promote foreign commerce; to strengthen the foreign
exchange position of the economyj to hasten induatrializatién
of the countryj to overcome domestic unemploymentjand to
_ accelerate the development of the country. Within the
context of this broad statement of objectives are new eco-

nomic policies which further justify the establishment of

0
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a Zone, and these include:

a program for the dispersal of industries

from the crowded urban areas and the creation
of new satellite industrial cities in rurgl
areas of the country;

- the diversification of export products from
traditional raw or seml-processed indigenious
maferials to new exports of finished products;

- to develop living and working facilities for
industrial labor consistent with intermnational

- standardst

- to provide domestic and foreign investors the
necessary infrastructures and cuatoms and tax
concessions to set up key manufacturing ope-

rations in the Philippines.

B. The S5ite for the Zone

1, Description of Mariveles: Socio-Economic
Setting

Mariveleas is located at the southern tip of Bataan
province at the entrance to Manila Bay. It is 171 kilomeers
from Manila by land transport, 47 kilometers from the
provincial capital, and 30 kilometers from the nearest town
which 1s the site of anioil refinery, a fertilizer plant, a
thermal plant, an explosives factory and the government
arsenal;‘ By sea or air, Mariveles is 55 kilometers from

Manila,
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Mgriveles has a land area of 15,290 hectares, about
two~fifths of which are relatively flat or rolling, and
the rest are rugged and mountainous, Mariveles has been,
and still is, a "village" type of community where basic
community services and facilities are inadequate, sub-

standard or even non-existent,

The 1970 census reports that Mariveles has 2,484
dwelling units for a total population of 16,157, which is
7.5% of the 215,609 population of Bataan province. Eight
elementary schools accommodate over 3,000 pupils and three
high schools house about 1,000 students. The population

ten years old and over has a high 95.7% literacy rate.

The onl& hospital is a mental hospital, In addition
to two clinics, the government has its usual'compiement of
municipal health officers, nurses, midwives and sanitary
inspectors. There are fifteen policemen and no fire
departmeht or firefighting equipment, Recreational faci~
lities consist of two cockpits, threevbeach resorts, a
bowling ailey and billiard hally there is no theatre,
Thgre are two markets, a few restaurants and a complement

of amall shops.

A 24-hour electric service is supplied by a cooperative,
The poblacion and Barrio Nassco are supplied with water from
two small dams both of which are inadequatej deepwells make

up for the water deficiency.
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Mariveles is chiefly a farming and fishing community
wiﬁh 71% of its labor force engaged in these activities,
' However, farming and fishing activities are in the subais-

tence or at a small-scale level,

The~on1y industrial activities provided in the comﬁu-
nity are the Bataan National Shipyards and the Bureau of
Public Wofksvfock quarry. BNS was established by the
government in the eariy fifties as a ship repair facilityy
for this purpose, it has a graving dock, a slipway and
machine shop facilities., It has a marginal wharf with a
length of 590 lineal meters and three 45-£on cranes, It
employs aboutva thousand people. The shipyard facilities
pccupied 30 hectares of land. Right next to it is a barrio
or village of over 700 houses spread over fifty hectares of

land where the BNS workers and their families stay.

The BPW quarry supplies the Greater Manila area with
the rocks for seawalls and reclamation purposes. It employs

about 200 people staying in a barrio of about 250 houses.
2. Delineating the Zone: Physical Setting.

Five months after signing Republic Act No. 5490, the
President promulgated Prociamation No. 629 dated November 29,
196§ reserving the entire Bataan National Shipyards reser-
vation consisting of around 556 hectares as the site of the

Foreign Trade Zone. Within this area, are found the Bataan
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ﬁational'Shipyards occupying 30 hectares of land, Barrio
Nassco which contains about 700 houses in a 15-hectare area
and Barrio Camaya which had about 150 houses in a 20-hectare
area. The area was a mosaic of hills, ricefields, marsh-
lands, forested areas bisected byvfour rivers which overflow
annually at the height of the monsoons. Concerned by the
lack of expansion for the industrial area, the President
reserved another 497 hectares on August 31, 1971. This
time, the area consisted mostly of rolling hills, and as it
was discovered later, covered by private titles and claims,
On December 10, 1971, for the purpose of including within
the Zone jurisdiction the site for the dam, an additional
268 hectares was included in the Zone reservation. This
additional area consisted mostly of rugged hills, All told,

the Zone has a proclaimed industrial site of 1,321 hectares,

It was marly realized that the government would have
to establish low-cost housing facilities to accommodate the
expected influx of workers for Zone industries. On August
17, 1970, the President set aside 129 hectares for housing
in an area contiguous to the industrial site. Subsequently,
another 148 hectares was added to the previously reserved
residential area in order to assure adequate land for low~
cost housing and its complemeﬁtary facilities. The resi~
dential area of 277 hectares is located north of the indus-

trial area on a higher elevation of hills and valleys.
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3. Rationale for the Choice of Mariveles.

At the very outset, as admitted by the author during
the debate on R.A. 5490, the chqiée of the province of the
province of Bataan, and specifically of Mariveles as the
site of the Zone, is a political decision - made to fulfill
an election promise and secured from Congress through the

parliamentary skills of the congressman from Bataan.

But over and beyond the political exigencies, there
were hard economic and geographical realities which make

Mariveles an ideal site for the Zone,

a. Mariveles has a deep-water bay capable of accom-
modating ocean-going vessels, Mariveles is right at the
entrance to Manila Bay through which passes all vessels going
to ahd from the city of Manila, There is also an existing
ship repair and pier facilitieg with berthing space for at

least three ocean-going vessels,

b, The site is near eno&gh to Manila, thus giving
easy access to the c¢ity for purposes of commercial and finan- .
cial transactions, plus conveniences and facilities which
only a modern metxopolis can supply. And yet, the site is
far enough from Manila to encourage the creation of a new
community, thereby avoiding popuiation pressures which could
further stretch to the breaking point the demands for police
protection, garbage collection, school facilities and other

services expected by a new community.
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c« There are government réServations and public
1ands still available in the area to accommodate‘thg indusg-
tries and communities that would proliferate in the area.,
The government need not be involved in expropriation pro-

ceedings to acquire all the lands it needs for the project.

d, Development of modern and efficient port facilities
in the Zone could relieve congestion at the Port of Manila
‘only 33 miles across the bay. At the time of the creation
of the Zome, considerable delays chafacterized the loading
and unloading of ships and in moving cargo in and out of the
plers, Graft was the rule of conduct, and smuggling at the

pliers became the norm,

C. Resolving Problems of Jurisdiction

4, With the Bureaﬁ of Customs,

The concept of an expdrt processing zone eliminates
the necessity for customs formalities in the movement of
goods to and from the Zone. It was conceived that merchan-
dise destined for the Zone shall be landed diréctly at the
Port of Marivelesj; by the same token, exports from the Zone
would be shipped from the same Port of Mariveles., Unfor-
tunately, at thii stage, the volume of cargo ;oming in and
out of the BEPZ is so limited as to make it uneconomic for
& vessel to make the Port of Mariveles a regular port of

‘eall. Projections indicate that it will take until the end

of 1975 before substantial volumes of cargo are generated by
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Zone activities thereby making it attractive as a regular
port of entry. Consequenlty, ipcoming as well as outgoing

cargo are all transshipped through the Port of Manila.

Since the cargo being transshipped would be outside
the Zone and moving within the Customs territory.4the
problem of responsibility énd custody for such cargo arose,
The problem was settled in a Memorandum of Agreement entered
into between EPZA and the Bureau of Customs on January 5,
1973. Under the terms of said agreement, the Bureau of
Customs agreed that importations to, and exportations from
the Zone shall be governed by the systems, procedures and
documentation prescribed by EPZA. However, while in transit,
the merchandise shall be the joint responsibility of the
Bureau of Customs and EPZA, requiring two sets of guards for
every ghipment to énd from the Zone, As the volume of trahs-
shipped Zone cargo-increased, the arrangement resulted in

difficulties,

Considering that every shipment required that a Customs
guard be away from his home base for at least 24 hours, it
soon became a problem for the Bureau of Customs to provide
guards to escort Zone cargo, causing delays in transshipment.
In view of this difficulty and because of the efficient past
performance of the EPZA guards, the EPZA-Bureau of Customs
Memorandum of Agreement was amended on August 30, 1974 for
the purpose of extending»sole responsibility to the EPZA for

transshipped Zone cargo.



- 31 =

2. With Local Officials.

Republic Act No. 5490 - failed to define the boundaries
of jurisdiction between EPZA on the one hand, and the muni-
cipal officials of Mariveles where the Zone is located, and
the barrio officials of the three barrios inside the Zone.
Under Philippine law, barrios and municipalities are poli-
tical entities, each with a package of powers within their
respective territorial boundaries, Thus, the barrio captain
and council exercise authority over local peace and order,
while the municipal mayor and council had local taxing
powers and over-all responsibility for the health, welfare
and safety of the community. It was within their power for
instance, to require building permits for the construction
of factory buildings, work permits for construétion and
factory workers, license fees for the operation of enter-
prises and the approval of subdivision plans, and to impose

taxes on the products of Zone enterprises.

Thus, while EPZA was working for tﬁe development of
the Zone, and encouraging enterprises to put up their fac-
tories thereat, the municipal government was at the same
time insisting on requiring building construction permits
and work permits, which, of course, was directly in conflict
with representations made that potential investors to the

Zone had to deal with only one government office, the EPZA,
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The situation became so intolerable in that comstruction
workers and Zone enterprises were being harassed by the
municipal policemen under orders from the Municipal Mayor

) i; and our efforts to relocate the barrio residents away from
h the industrial sites were met with resistance by the barrio
council, Prospective investors were also appalled by the
prospect of their products being taxed by the municipal

council, As a result, the relationshipa between EPZA offi-

i cials and local officials became very strained to the point
‘;Vf; of clashes taking place between municipal police and Zone

‘;f policemen before martial law,

The situation was resolved by Presidential Decree No,
66 in two provisions thereof, The first expiicitly stated

that the EPZA shall have "exclusive juriadiction and sole

police authority over all areas owned or administered by
the Authority." The second directed that Zone enterprises

shall "ha exempt from the payment of any and all local’

government imposts, fees, licenses or taxes."
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IV. PLAN FORMULATION

Contrary to normal procedures, the start of develop-
ment of the Zone preceded the adoption of a formal master
plan and feasibility study, There was considarableapressure
to start work on the Zone soonest, LEven before an office
staff was organized, an engineering batgalion from th§ Armed
Forces of the Philippines with a complement of earth-moving
heavy equipment was assigned to the Zone, and it was essential
that their services be utilized immediately. On the basis of
preliminary studies, the engineering battalion was given the
task of initial site preparation - cutting the hilks and
filling the low areas., While they were thus engaged, concept-

ualizing and planning the Zone went ahead.

It should be stated here that the tasks of preparing a
master plan and the project feasibility study are continuing
processes, Thus, one of the lessons learned in the develop-
ment of this industrial zon§ is that plans and studies are
guides to development subject to continuing changes depending

on the realities of the zituation and actual fiseld conditions.

A. Nature and Scope of the Zone

1. Why an Export Processing Zone?

One of the earliest policy decisions which had to be

resolved by the then Foreign Trade Zone Authority (FTZA) was
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the identification of the overall concept of the Zone.
ﬁould it be a free trade zone or trading center in its
broadest sense in the manner of Hongkong or Singapore?
Would it be merely a warehousing and re-ﬁackaging midway
point for the distribution of products in Southeast Asia

as exemplified by Colon, Panama or the New York Port Autho-
rity? Or would it be the new concept of‘export processing
zones which have developed over the last decade in the
image of the Kaohsiung Export Processing Zone in Téiwan or

the Masan Export Processing Zone in Korea?

As conceived in R.A. 5490 and confirmed during the
legislative debate, the Zone could be utilized in the
broadest sense as a commercial and trading center like
Singapore and Hongkong. And yet, considering the limitations
of the site chosen for the Zone where population was.dnall,
where the area was nothing more than an agricultural and
fishing village witﬁ minimal commercial activities, the idea
of a trading centexr was a bit farfetched. Pgrhaps in 10
Years or even 20 years, this would be a possibility. But
ag its inception, the goals should be limited to more

practical and realistic levels.

Nor would it be particularly attractive to invest
substantial amounts for a zone which would be used merely

as a transshipment area - for warehousing,and repacking of
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goods and commodities to be distributed to other countries
and regions, The returns to the économy wnuld be minimal,
Since the national orientation was to provide more employ-
ment and to helb lay foundations for the industrialization
of the country, industrial zone would be more in keeping

with these objectives.

Four‘governmént agencles, the Presidential Economic
Staff (PES), Board of Investments (BOI), the National Eco-
nomic Council (NEC) and the Foreign Trade Zone Authdrity
(FTZA) were asked to make a joint study on the matter. Their
recommendation to develop an export processing zone, and

which was approved by the President, follows:

"1, It is not desirable and feasible at the
present stage to develop the Foreign Trade Zone
into a trading center in the concept of Hongkong
because it would

« create the problem of valuation for compo-
nent materials of manufactured products
in the Zone, thereby rendering tariff
protection ineffective and injuring domestic
industries outside the Zone,

- aggravate the problem of smuggling in the
country

- take time before the area could be developed
and provided with facilities to attract
tourists who would avail of its duty-free
advantages,

2. An eXport processing zone is consistent with
the primary objectives of the law which are: ‘
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- to expand foreign commerce

- to generate foreign exchange for our economy

- to increase employment opportunities.

3. Foreign manufacturers are looking for low=-
cost processing zones for their export products in
an effort to keep their prices internationally
competitive, Developing Mariveles into an export
processing zone with necessary incentives provides

the Philippines with the vehicle for attracting these
foreign investors,"

2. What Types of Industries are Admissible?

The next issue to be resolved was the determination
of the types of industries that would be encouraged to
locate their export processing activities within the Zone.
Would it be limited to light labor~intensive industries? or
should it include medium or’heavy industries?’ Again, the
matter was the subject of a joint study of four governument
economic planning agencies whose recommendation to concentrate
initially on light labor-intensive industries was approvad by

the President. Their report reads:

"1, In the planning of industrial estates, it
is normal to start with the development of light
industries to promote labor-intensive enterprises
because

~ the shorter gestation period for a light
industry means faster benefits to the
economy,

- on a relatively lower capital investment,
a high rate of return in terms of employ-
ment and foreign exchange earnings wmay be
achieved,

- our scarce resources and facilities limit
our options initially to the development of
light industries,
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2. When necessary resources and facilities
are available, medium or heavy industries may be.
accommodated, "

Consistent with the foregoing policy decision, FTZA
made a listing of admiisible light manufacturing, processing
or assembly activitieé which would be accommodated in Phase
I of the Zone, This listing includes: ceramics/glassware,
confectioneries, cosmetics, electronics/electrical products,
food manufacture, paints/oils/waxes, optical products,
plastic products, pharmaceuticals, threads and yarns, furni-
ture, garments, handicrafts, knitted goods, leather goods,
light metals, woodcraft, synthetic textiles, precision
instruments, rubber prodﬁcts. and other light, labor-intenaive

and export-oriented industries,

But even before the compietion of the Phase I industrial
estéte, intervening economic developments in the country
accelerated development of the medium-heavy industrial estate.
The government, through the Board of Investments, in an effort
to rationalize the car manufacturing industry in the Philip-
pines imposed what is now known as the Progressive Car Manu-
facturing Program, Through this program, only five assemblers
were chosen to continue in the assembly‘of motor cars with
various incentives but with the condition that these assem-
blers would progressively increase the "local content" of the
cars they would assemble., One of the five assemblers chosen

~ was Ford Motor Company.
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After detailed studies, Ford Motor Company decided
to locate its car body stamping plant in the BEPZ, For
this purpose, Ford needed an initial area of 16 hectares
with an option ®r another 10 hectares as an expansion area,
Since the Phase I development was intended for light indus-
tries and was divided into small lots, it became imperative
that Phase II be developed immediately. The Ford car body
stauping plant representing an investment of US$39 million
will be operational in December, 1974. Two other plants in
Phase II - a knitting plant and a wood processing mill will
also be completed by year-end., It may be recalled also that
Phase III had an existing ship repair facility which was
going to expand into shipbuilding, Thus, Phases II and III
were earmarked for medium and heavy industries: automotive
plants, shipbuilding, metal and machinery works, helicopter

and heavy equipment assembly, and other similar industries,

3, May Zone Products be Sold in the

Customs Territory?

To what extent would a Zone enterprise be allowed to

sell its products in the domestic market?

The basic jurisdiction for the creation of the BEPZ
is, of course, to generate exports. R.A. 5490, however,
explicitly stated that goods manufactured in the Zone may

be sold in the domestic market upon payment of customs duties




and import taxes. But it was not altogether desirable

that an unlimited volume of Zone manufactured products
should be allowed in the domestic market. Historically,

the government, through a series of legislations extending
various types of incentives, ﬁent out of its way to encou-
rage the setting up of industries in the country. Obviausly,
goods manufactured in the Zone could provide unfair and
destructive competition to products manufactured by enter-
prises in the domestic market yhich operated under the
umbrella of said incentives acts, To obviate what would
obviously be an inconsistency in economic policy, the four
ec&nqmic agencies of the govermment recommended that sales
of Zone products in the domestic market should be prohibited

except where such commodity is not manufactured in a commer-

cial scale in the domestic market., In the words of the

Joint report:

"1, It is not desirable to allow an unlimited
privilege to bring goods produced in the Zone into
the customs territory upon more payment of taxes
and duties thereon because

« new avenues for smuggling would be opened

-~ domestic industries producing similar
goods would be adversely affected,

- c¢omplex administrative problems would
reasult from the random distribution of
the products of a factory into both

- domestic and foreign markets.



- 41 -

2. However, consistent with the objectives
of the Act, Zone export enterprises shall export
their entire output or production. The Authority
may allow a portion of the production or output
of a Zone export enterprise to enter the customs
territory, subject to payment of the corresponding
taxes and duties, where there is a shortage of the
product in the domestic market, and where such
entry will not adversely affect any domestic indus-
try in the customs territory, subject to existing
rules and regulations. This is consistent with
the intent and objectives of the law,'

As a matter of adminigtrative expediency, the EPZA Board
has also allowed sales in the domestic market of seconds,
rejects and products of trainees. In effect, sales in the

domestic market is allowed as an import substitute.

What should be the customs and tax treatment of Zone
products sold in the’domestic market? Except for imported
machineriasvand raw materials, all the other components in
the manufacture, assembly or processing in the Zone would
already be considered as Philippine; labor would be Philip-
pine; water, power, land or building rentals and other
elements of operating costs would be Philippine, It would
be incongruous to impose import taxes on the Philippina
elements of the manufactured product. Hence, P.D. 66
provided that customs duties and import taxes would be |
levied only on the original importeddumaterials or components
of the product, 'The value added in the Zone, ﬁhich are
Philippine, are not included in the computation of import

taxes and duties,
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B. Targets and Projections

On the basis of the development of Phases I, II ant
ITI, the EPZA projects substantial contributions to the
Philippine economy to be achieved within the next 5 year:
contributions whose cunulative effeect would go far beyont

the figures hereinafter cited,

1. Zone Occupancy: Numbexr and Types of

Industrieé

The 5-year projection for the occupancy of the Zom
shows that by June 30, 1978, the Zone would have at leas

~

84 factories classified thus:

PROJECTED BEPZ INDUSTRY MIX AND OCCUPANCY TIMETABLE

Food Products

Industry 73-7h4 74-75 75-76 76-77 77-78
.Wearing Apparel 5 11 9
Handicraft - .2 8
Electronics and '
Electrical Products - 3 4
Chemical Products - a I
Light Metal
Fabrication - 4 2
Plas®ic Products - 1 2
Leather Products 2 3 1
Optical Products - 1 2
1 2
28 34

Sub-Total Z
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II 1. Automotive -

1 2 3
2, Metal Works - 1 2 3
3« Wooderaft - 1 1 .2
Sub-Total - 3 5 8

IIT. 1, Textile Mills ,
- (Integrated) ' - 1 1 1 3
24 Machinery - - 1 1 1 3
3. Shipyard 1 - - - - 1
Sub-Total 1 1 2 2 2 z
GRAND TOTAL 8 22 Au 2 1 84

2., Direct and Indirect Employment

The enterprises within the BEPZ are projected to
 employ a total of 40,940 factory workers by June 30, 1978,
It would be in FY 1974-1975 and FY 1975-1976 when the Zone
would be most active with the entry of thousands and thousands
of factory workers as more industries become operational,

The categories of projected employment are:

PROJECTED BEPZ FULL EMPLOYMENT

Aver, No., of

Employees ,
Phase Industry Category Peyr Company® B loyment
I 1. Wearing Apparel 450 13,120
2. Handicraft 365 3,650
3. Electronics and
Electrical Products 390 2,890

4. Chemical Products 280 1,680
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5. Light Metal Products 350 ‘ 2,450

6., Plastic Products 300 900

- 7+ Leather Products has 2,047

8. Optical Products 415 1,245

9. Food Products 430 1,290

' Sub-Total 29,272
I 1. Automotive 700 2,100 -
2. Metal VWorks 500 1,500

3. Woodcraft 284 568
Sub-Total 4,168

IXX 1. Textile Mills

(Integrated) 1,000 3,000

2. Machinery 1,000 3,000

3. Shipyard 1,500 1,500
Sub-Total 73300

TOTAL FACTORY WORKERS 40,940

*Based on employment requirement supplied by Zone enterprises,

The multiplier effect of this magnitude of direct
employment would, in turn, generate a conmsiderable number
of employment opportunities for other pecople who would be
rendering services to the direct workers and their families,.
The service workers would include every conceivable service
and convenience found within a modern community including

barbers, beauticians, salesgirls in commercial centers,
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service personnel of recreational facilities, drivers, ‘ ﬁ
food producers and suppliers, waiters and waitresses in

restaurants, doctors, nurses, nutritionists, architects,

engineers, lawyers, schoolteachers, business executives, . X
etc., Using a factor of 2.6 indirect employees for every
direct employee, the indirect workers of the Zone could
number 106,44%4, This would mean a total direct and indirect
employment of 147,384 generated by the Zone, If this number
were multiplied by 6 which is the typical number of members
in a Filipino family, then it may be claimed that the BEPZ

by June 30, 1978, would be benefiting about 884,304 Filipinos.

3. Investment Magnitudes

Capital investment in the Zone may be classified into
government investment as well as private sector investment,
As of mid-year 1972, the capital expenditure of the govern-
ment foxr the development of the Zone industrial as well as
the housing aréa was estimated at about P500 M., By March,
1973, this estimate had escalated to about 700 M. Today, i
as a result of inflationary pressures and the oil crisis, the |

costs of development are now estimated at P1 B, ;

The high government capital investment is wmore than
adequately compensated by a bigger contribution from the |
private sector in terms of factory buildings constructed,

machineries and equipment installed and operating capital.
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Already in terms of actual figures taken from the project
studies of registered Zoné onterprises for the fiscal
yvears 1973-1974%, 1974-1975, investments of the private
sector have reached a magnitude of élmost a billion pesos,
By the time it is fully occupied by June 30, 1978, addi-
tional project costs of Zone enterprises would be in the
magnitude of about Pl.5 B, thereby bringing the investment

of the private sector in the Zone to an aggregate of ?2.5 B,
L&.' ExportSC

In terms of export earnings,on a conservative esti-
mate of an annual average of US$3 M exports from each factory,
the total annual foreign exchange earnings of the Zone by
June 30, 1978 would reach the magnitude of about US$250 M.

It will be recalled thaf total export proceeds in 1973
amounted to US§1.8 M., ‘The operation of the Zone would mean
an addition of ten (10%) per cent to the export earnings of

the country when Zone enterprises become fully operational,

C. How Big an Area Should be Developed?

As originally planned, the development of the indus-
trial Zone would be done in 2 stages: Stage I, consisting
of 250 hectares covered by Phases I, II and III, and Stage
II, consisting of about 280 hectares included in Phases Iv,

V and VI.
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On the basis of the employment generated by Stage I
alone, a new population of 300.600-500,000 peoplé would
developed in southern Bafaan within the next 5-10 years.
The task of housing these peoplejand providing them with
all the community amenities would be cohsiderable.'lln
addition, there is a primary constraint of watér. The dam
being constructed wouidﬁﬁave capébilities just about equal
to the demand of the industrial facilities and housing |
inside the Zone; the communities that would be developedl
outside the Zone)wopld have ﬁq be provided with indgpendent

sources of water.

Developing the additional 280 hectares in Stage IX
into faﬁfory)sites would mean virtuaily doubling the pro-~
jected population increase generated by Stégé I. Concéivably;
there would be 6vercrowding and a possibla breakdown in
community services involving police protection, garbage
co;lectidn, provision for schools,‘récréational and medical
facilities and all the o#her ﬁyriad‘coﬁveniencés hormally
expected inxﬁ modern community. It is also doubtful whether
additionél substantial sources 6f watéf could‘be tapped for
'thevarea; Over and beyond thib'would be the serious policy
question of whether it would.bé wise for the government to
continue invésting substantial sums in £he same area wheie
the initial gains could be expanded by private sector

initiatives,
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Consaquently, the EPZA Board of Commissioners had

adopted a policy decision and had recommended to the

President:

- That the development of the BEPZ should stop
with the complétion'of Phases I, II and III
providing an industrial ares of 250 hectaresj

-~ Consistent with the program of dispersal of
iindustries. additional zones should be deve-
loped in other areas of the Philippines where

benefits thqrefrom could still be maximized,

D. Funding the Project

The biggest probleﬁ of the Authority was the non-
afailability of funds for the project. It will be recalled
that R.A. 5490 did not provide an appropriation for the
development of the Zone, Until P.D. 66, which provided a
fixed capitalimation for the Zona, it was virtually impos-
sible to formulate a develongnt program beéause we could
never anticipate how much funds would be released and 3222*
~ these would be released. And this was because the Authority
could only rely on the limited power of the President to
transfer for Zone development the '"savings" of other govern-
ment agencies. Thus, during fiscal year 1969-1970, the
first year of operations of the Authority, the Zone had only

P780,000 which were contributed:' P500,000 from the Bureau
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of Public Wbrkn. ?80 OOOIfrom the Buréiﬁ ot‘CuatOms.‘ahd
borrowings of #100, 000 each from the Philippina National

Bank and the Development Bank of the Philippinoso

| For purpoaes of the atudy. the funding of the Zone'
may be classiried into the pra-Martial Law period and the"
postuuartial Law period.: In tha three yeara ‘before Martial
Law, total releasas for the project amounted to a mere |
P24, 86 Mafor a !500 M project, The releaaea werq- made at
the rate of ?0.780fk for FY 1969-19?0. P17.52 M for FY 1970-'
1971, and P6.64. M fnr ?Y 19?1-19?2.A

4 The po:tnuartial Law period braught about a radical
chanse with the proaulsation of P.D. 66 which provided th¢
EPZA with tho fixed capitalization of P200 M, plus domestic
borrowing*uuthor;ty og #300 M and torgign borrowigs'authority
of US$100 M. With>thia'tixadfcapitalization,Aths feleqsei‘
of funds had’be;nz\urﬁé.IB‘ﬁ for FY'197§~1973tAP74o39 H’for
FY 1973-1974; and a programmed amount of’P76.46 M for PY |
1974-1975. EPZA has also borrowud P20 H, and is negotiating
for additional Joans of P104 M and US$15 M.

Furthcrmore, to inoroaae the. capabilitios of the
EPZA for achi«ving 1tn objecttves and to assure the continuod
devolop-ont’ot tht'Bataan Export Procassing Zone, thc'Rrauidont
promlgptcd Prcsidonﬁ;ul Decree No. 5435 o,n‘lAusust“an. 1974,
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increasing the capitalization of the EPZA by 100% to a
total amount of P400 M, With this capitalization, comple-
mented by domestic and foreign borrowings, the EPZA would
have adequate funds for the completion of the Bataan Export

Processing Zone,
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V. PROGRAM IMPLEMENTATION

The over-all objective is to convert tﬁe Zone into
an industrialApark‘with all the conveniences_and facilities
requifed by modern factories.y This requires sfte prepa-
ration, constructioh\of roads, installation of]sfofmrdraina
and sewer lines, instailétion of water distfibutibn_systems'
and power distribution systems, laying of‘communications
lines and)providing facilities like workers' cafeteria,
medical clinics, firefighting éQuipment, recfeation areas -
and other support facilities. Obviously.~éll of thﬁéeicauld:

not be done simul taneously.

The meager resources available made it ﬁeceséary to
divide the development program into phases, each phaSevbéing
further aubdiyided into scopes. The stfategy\was torpr§vide
each scope with all the facilifies ahd utilities that would
assure the #iabiiity of’a factory that would ;ocate within
such areaj development work would shift to another scope or
phase on1y when completion of a previous scope is assured/by
resources qvéilable.r Where funds are available and the
project so reqﬁired. utilities and facilities dommbn to the
different phases and scopes would be developed. The planners
and impiementors of the program were guided by the need to
maximize utilization of funds made avéilabie from time ﬁo

time.
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A, Three~Phase Development

1. Phase I - 63 Hectares
Phase I consilsts of Scope 1: 19 hectares; Scope 2:

25 hectareé; and the Administration area: 19 hectares,

Phase I was chosen as the site for the initial deve-
lopment because it posed thé least number of sociological
problems. In Phase I, Scope 1, only ten houses were relo=-
cated; in Phase I, Scope 2, about seventy'housés had to be
transferred. But the terrain on Phase I was the most diffi-
cult, It was broken by three ridges with two ricefielda and
a marshland iﬁ~between which were invariably flooded during
the monsoohg. The center hill was levelled, the sides of
the other hills wére cut and all of the earth spread into
the lower areas; raising the etevation by as much as four
to eight meters as protection against floods. The rivers
which meandefed around the area were straightened; widened,

and deepened to function as main storm drain canals.

On January 31, 1974, the Army engineers broke ground
for the development of what is now identified as Phase I,
Scope 1. Ié took a year to prepare the site and provide
’all of the facilities required, By February 1971; the first
Zone registered enterprise started construction of its
factory~builaing. Attention shifted to Phase I, Scoﬁe 2 in
early 1971, and development in this location was completed

in mid~1972,
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A centrally located area of 19 hectares has been
resexrved for the administration building and other support
facilities for the Zone, including space for three bank
- buildings, a post office, communications center, firefighting
facilities;, a clinic, police headquarters, and a warehouse,
Site preparation of the area has been completed and cons-
truction of the administration building will commence before
ye#r-end. Conatruction of the other structures will follow

thereafter.
2. Phase II -~ 91 Hectarea

In early 1972, the Army engineers started the site
preparation of\Phase II, Scope 1 comsisting of 14 hectares.
The wmrea was forested; the terrain was rolling land and |
rivers, and again, a cut-and-fill type operation was used
to make the area suitable for industrial purposes. The
importance of developument of Phase II, Scope 1 lies in the
fact that it leads to the area earmafked for low-cost housing;j
in effect, the idea was to pave the way for the developument
of the housing area and the construction of apartments and
dormitories. The laying of utilities in Phase II, Scope 1

was completed in early 1974.

Phase II, Scope 2, consisting of 55 hectares,'is a
relatively flat area. This area was shosen by Ford Motor

Company for the location of its car body stamping plant.
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Unfortunately, there were 170 residential houses located
therein, the residents of whom/wére so hostile to the EPZA -
to the point that we could not even send a survey»pérty to
the area. The other difficulty wég”the‘fact that a big

river flowed righf}through the Ford plant»site.“The/Autho-
rity constructgd a huge canglkat'the foothills north of the
Ford area to act as an interceptor canal for floodwaters from

the hills and as. diversion canal for the river.

Two days aftex the declaration of Martial Law, the

Authority was able to penetrate the area, started site
preparation thereat and reloﬁated the 170 houses to a new
residential area. Ford started the construction of its
£§ctory before the end of 1973, which factory would bevobem
rational by the end of 1974. The utilitiés in Phase II,
Scope 2 are being laid and wbuld be éompleted by the end
of 1974. | '

Phase 1II, Scope 3 located north of and across the
interceptor canal from Phase II,‘Scope 2 is being reserved
for expansion purposes.f It will not be developed until the

need for such expansion axrises.
3. Phase III - 99 Hectares

Phase III, Scope 1 consisting of 49 hectares poses
the biggest problem to the Authority. It is the location

of a substantial village of about 700 houses, Plans had
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been coupleted for the relocation of these houses during
the last quarter of thils year. Site preparation, laying
of the road network and the placing of utilities in Phase
IXII, Scope 1 will begin in early 1975 and should be conm-

pleted by the end of the year.

Phase III, Scope 2 consists of 30 hectares now
occupied by a shipyard plus an additional 20 hectares for
its expansion, The further development of the shipyard and
its expansion'area is the reaponsibility of the owners of

the shipyard, the Bataan Shipyard and Engineering Co., Inc.
k. Water Supply

On the basis of the projections on the population of
the industrial as well as the housing areas, it was obvious
that a very substantial amount of water would be required to
make the Zone viable. To this end, plans were immediately
laid for the designing and construction of dams and reservoir
Work on the design and construction of Dam No. 1 has been
going on simce last year, and on the baais of present sche-
dules, the storing of water in the reservoir could commence
in June 1975 with the dam scheduled for completion in Decembe:
1975. vThe earth-fill dam would have a reservoir capacity of
1.8 B gallons and would be constructed at the cost of P84 M.
It is 70 meters high, 370 meters long and 11.25 meters wide

at the crest to accommodate a 4-lane highway.
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At present, the water requirements of Zone enterprises
and construction workers are being supplied froum seyoral
gsprings and deepwells which were developed. The coumbined
capacity of these springs and deepwells is 740 gallons per

winute ond considered to be adequate until early 1975.

Moeanwhile, seven rigs are in the Zone digging wells
for water., It is antieipated that substantical water would
be generated from these deepwells -~ sufficlient to weot the

roquircuents of future enterprises until the daa is coupleted.
5« Power

Power in the Zone is supplied by the National [‘ower
Corporation from its DBataan Thermal Plant, 55 Lkilometers
northeast of the Zone through a 69 KV line. By next year,
the National Power Corporation has to change this 69 KV line

to a 230 KV transuission line.

The Zone is now supplied by two 10,000 KVA substations
plus an 8,000 KvA aubstatioﬁ for the Ford plant and another
5,000 KVA substation for the shipyard. Two new 10,000 KVA
substations would bé inastalled in Februwary 1975. The fore-
cagt is that when fully operational, the Zone and the housing

area would require 120,000 KVA of power.

B. Support Facilities

It is not enough for the .. A to be concerned with

the industrial estate per se and the basic facilities
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necessary for manufacturing operations, Support facilities
are essential, And this could be provided either directly
by EPZA or through related government agencies and/or the
private sector, The concern of the EPZA for support faci-
lities was made more imperative by the relative igsolation

of the Zone and the soclo-economic setting of its surrounding

areas.
1. Administration Building

Before the end of this year, the EPZA would commence
construction of its administration building. Initially. it
would have three storeys and a basement for utilities with
a total floor area of about 7,000 square meters., When and
if necessary, the administration building would not only
house the offices of EPZA, but would also accommodate other
government offices whose functions are related to the ope-
rations of the Zone, such as the Bureau of Customs, the
Bureau of Internal Revenue, the Bureau of Immigration, and
the Central Bank of the Philippines, and perhaps a travel
and tourist office.. For the convenience of the Zone enter-
prises, it will have a theater and convention hall to accom-
modate about 450 people. The building is expected to be
completed by November, 1975. At present, the offices of
‘the BEPZ are located temporarily at prefabricated school~

buildings.
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 2a Banks

In preparing the master plan for the Zono.‘spaco, _
was allocated for the conatrnctionlof three bahk=§ui;dingx.\“‘
The Monetary Board has just named the three banks that would
be allowed to 1ocate in the Zone. and thase are expected fb’
operate by Octobor 197§ As a condiuon to their l.ocati.on
in the Zone. the EPZA has required each bank to construnt
‘a,building of 3—5«ator9ya, thh a floor area of’600'square~
meters on each‘floor.v The bank would oacnpy thn first floor ;
and the rest of the office spaces wonld bo leasad to other

companies.whose service may'beyeasantial‘to the.operation

of Zone enterprises, such as auditing firﬁﬁtbinaurancé com~
panies, brokeragé and other'sarvice-orisntéd‘offiéeii? The;
banks are exﬁecfeé;to‘staft th§‘con§truotion of their
buildings in eérly‘1975. o o S

3e Communications

Very basic are facilities for rapidgéommunication:,.'

auéh as pelegraph,'telaphones.wfelgx~and post«office‘fadim
iitias. The Bureau‘of‘Posts Anq Telégommupicatioﬁs héafset
up a post office and telegraphic faciiitiét'in the adminis-
trative area~of'the BEPZ, ITT désigned.and‘ia/nbw layihg

the internal telaphone communications network. Tha telephone
system in the Zone haa been 1ntarfaced wzth the system in

Greater Manila covered by the Phillppine Long Distanee
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Telephone Cogpany. With this, a direct-~dial system between
the Zone, Greater Manil and points beyond has been established
The different telex companies have also been authorized to

set up facilities in the Zone.
4, Medical Facilities

Medical facilities are also indispensable especially
in a huge construction and industrial complex. Initially,
the Authority attempted to set up its own medical facilities.
However, constraints of the civil service plus the lower
level of government wages as compared to private medical
practitioners have made it difficult to retain qualified
physicians and nurses. Consequently, the Authority decided
to retain the services of a private medical team which had
specialized in the practice of industrial medicine. From
an existing clinic manned by four physicians and their
complement of laboratory énd X-ray technicians, the next step
would be the construction of a 50-bad hospital ptogrammed

for March 1975,
5. Hotel, Clﬁbhouse and Recreational Facilities

Recalling the rural conditiona of the town of Mari-
veles, it was imperative for the EfZA to.construct a hotel,
to provide at least overnight facilities for transient
visitors, potential investors, buyers and foreign technicians.

The 42-room first-class hotel has just been completed; it is
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located on top of a hill overlooking the Zone and the bay. . ‘ ";3@
Already, many Cthanies operating in the Zone have reserved L j[

rooms on a semi-permanent basis,

Complementary to the hotel are recreational faci-
lities which are being constructed., A swimming pool is
almost ready; two tennis courts and two pelota courts would
be available in'two months, A 9-~hole golf course is also

being constructed, a hundred meters north of the hotel,
6. Parks and Picnic Grounds

The fact that the Zone is in a valley surrounded by
hills provides excellent opportunities for maintaining the
balance of nature, The EPZA has pinpointed several areas
to be developed as parks and picnic grounds. All the hills
will be reforested, sc that anyone in the ane need only
look up.‘and he will see nothing but greenery. For this
purpose, a nursery has been established for propagating
ornamental planta, trees and flowers of all kinds which
will be used to tranasform the Bataan/Zone into one huge

gardon.

‘W]v 4

e
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Cs. Access to the Zone

The problem of accessibility of the Bataan Zone to
Greater Manila and the rest of the world required immediate re-
solution. And since accessibility is a matter which goes
beyond the boundaries of the Zone, it required coordination

with other govermment offices.
1. Land Transportation and Highways

As earlier described, the overland route covers 170
kilometers starting with a 4-lane highway from the City of
Manila moving into excellent asphalt roads and, at the last
70 kilometers of the jJjourney into narrow Z2-lane country roads
built for light vehicles. The trip normally takes 13-4 hours
depending upon traffic conditiona, It was obvious that a
new highway was necessary. To this end, since last year,
the Department of Public Highways has been constructing a
h.lane highway extending from the Zone through the length of
Bataan province away from towns and population centers.
Target for completion of the highway is early 1976. The
drive would not only be comfortable but could be cut down to
2-3 hours. The new concrete highway is programmed to take

the loads of heavy cargo trucks moving to and from the Zone.
2, A Ferry System and Port Facilities

Travel by sea from Manila to the Zone iz, of course,

faster., By hydrofoil it takes only one hour, by fast Navy
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patrol boats, it takes about 1) hours., The problem is

that no hydrofoil hor fast bbats were available for regular
daily trips to the Zone. The reason for the absence of a
regular ferry service is economic; there is not enough
passenger traffic to make the venture worthwhile foxr an
entrepfeneur. Consequently, since the development of the
Zone started, the Authority has been relying primarily on

an at ;east ohce~a-waek trip by a Navy boat for the purpose
of ferrying prospective investors, officials ofkthe Autho-
rity and personnel of the factories being constfucted or |
operating. The once-a-week trip of the Navy boat was supple~
mented by the Authority with an as-needed charter of a fast
boat to/ferry visitors to the Zone. The volume has grown
in the meantime, and it became attractivé to a private
entreprengur to order a 60-§§ssenger hydrofoil to run from
Manilé to the Zone nearby tourist areas, The hydrofoil has
just been delivered and is now on three daily runs to and |

from the Zone.

Of greater importance, however, is the availability
of modern piler facilities in the Zone for the purpose of
accommodating ocean-going vessels and the loading and
unloading of cargo. For preﬁent purposes, thepier facilities
of the Bataan Shipyard & Engineering Co., Iﬁc. (BASECO) are
adequate. It has a 1,280-feet marginal wharf, a 480-feet
lateral wharf, and is equipped with six 45-ton cranes., It

can accommodate three ocean-going vessels simultaneously.,
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For the future, however, a new and modern pier
complex is being constxucted in a reclaimed foreshore area
fronting Phase I of the Zone, A private corporation, the
Asiatic Integrated Corporation, was given the legislative
franchise in 1968 to construct, manage and operate pier
facilities in the Port of Mariveles. To this date, the
developmeht of the pier has completely lagged behind,
Lately, the Pre#ident has authorized the take-over by the
EPZA of the construction, management, operation and owner-
ship of the piers. As conceived, the pier would be equipped
fo handle both container and non-container cargo, and should

take at least one year to coumplete,

At present, all incoming and outgoing cargo are
shipped through the Port of Manila. And the reason is not
the absence of piexr facilities in the Zone; it is the lack
of volume, Unless there is adequate volume to make it
economic for a vessel to drop at the BEPZ, then no ships
will call, and incoming and outgoing cargo will continue
be transshipped through the Port of Manila., It is projected
that by mid-1975, at which tiwme at least 30 factories will
be operating, sufficient cargo volume will be gsnerated to
justify an ocean-going ship's calling directly at the Port
of the BEPZ. It has also been observed that the source of
most raw materials as well as the destination of finished

products are concentrated on a few ports in Australia,
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United States, Canada, Japan and Western Europej conse-
quently, it would be easy to collate cargoes bound for

the same portﬁ.
3. Airport Service

‘A decision has also been made to sonstruct an‘;ir4
port at a site 10 kilometers outside of the Zone., As
conceived, the airport would have a 1,600~meter long runway,
adequate for light passenger and cargo craft. The site of
tha‘airpoht is only 40 miles from’tﬁa Manilailnternatiénal
Airport; hence, it was not deemed approbrigte to éonstruct

an airport of that magnitude near the Zone.

Another‘meqna of,access”io the Zone is by Belicopters.,
. There areé three heiipada in the Zone and a considerable

. number of/helicopters available for charter at thé Manila

- International Airport. The Authority has found it very

- convenient to‘bring prospeotive investors and guests to the
; Zone via chartered heiicoptera. Travel time is only about

' 20-30 minutes,

D. Housing and Community Facilities

As earlier described, housing and community faci-
lities in the town of Mariveles are inadequate for the
" purposes of a new industrial community. The development of

self-contained satellite dommunities around the Zone would.
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require the cooperative efforts of the EPZA and private
land owners and developers. Thus, a tacit understanding
was reached to the effect that EPZA would provide the low-
éost housing facilities for the lower echelon workers in
industries within the Zone and the private sector would
provide for the middle and upper level echelon in the

suburbs of the industrial sectors.
1. EPZA Housing and Facilities

The EPZA Board and Management early realized tﬁat
EPZA neither had the competence nor the resources to design
and construct housing and support facilities for Zone workers,
Two government financial institutions - the Government Service
Insurance System (GSIS) and the Social Security System (5SS) -
had the capabilities and funds for the purpose; in fact, low-
cost mass hpusing on long~term, soft payment terms has been

a major activity of these instituations,

Consequently, P.D. 66 explicitly directed that SSS¢
and GSIS would design, finance and construct fhe low-cost
housing facilities for Zone workers, In fact, it was always
assumed ihey would undertake this taskj for one year before
P.D. 66 ﬁas promulgated, the architects and engineers of
the GSIS and SSS were already deeply involved in planning
the Zone houdng area, It was, therefore, a deep shock and

great source of consternation when the SS8S Administrator
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and GSIS General Manager announced in mid-1973 that they

would not undertake the Zone housing program.,

Abandoned by the GSIS and S8S, but faced with a
real prqblem of housing, the EPZA had no alternative but to
embark on a low-cost housing program 6n its own, Starting
from a seratch, we had to make up for the deléyg designs had
to be rushed, the site hastily prepared, and a crash ﬁrogram
of construction of apartments and dormitories commenced
within the first 100 hectares&reserved by the President for

housing.

Apartment houses are being constructed at a feverish
pace, Last August, an:apartment building of 16 family units
was ready for occupancy; every month fhereafter, about 50
family units will be available, so that by December 31, 1974,
a total of 184 units will be ready to accommodate fami1ies
of Zone workers. By‘Mardh 1975, 200 more low;cost apartments

will be ready for occupancy.

Dormitories are being constructed noxrth bf Phase I,
Spcae for 450 lodgers is now available; We have programmed
construction which would make more bedspace available every
month until we have room fof 2,500 workers at the end of
the year. By mid-1975, an additional 2,500 bedspaces wbuld

be ready for occupancy.
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At the same time, site preparation is now going on
for a community center that would service the residents of
the dormitories and apartments., Within this site are faci-
lities for: a primary and elementary school, two churches,
a hospital, a civic center and library, playgrounds, a
theater, a recreational hall to accommodate bowling alleys
and billiard tables and a shopping center. The income-
generating faéilities would be offered by the EPZA to private
concessionaires who would rent the spaces from ihe EPZA and
put up their buildings, furnishings and equipment at their
own expense, In this way, the capital outlay of the EPZA
would be minimized. The spaces would be let out before the
vear-end, and construction of the facilities should commence

early next year.
2., Private Land Developers

There are at least ten privately-owned housing subdi-
visions around the Zone. About one-~half of them has already
developed their subdivisions in terms of site preparation.’
laying the road network and the utility distribution
systems. Unfortunately, actual construction of residential
houses and other facilities haw: been kept to a minimum,
While there was a high and definite projected demand for
the middle level and upper level type of housing, the high
coste of construction have discouraged the land developers
from directly engaging in building construction without a

firm purchase contract from prospective buyers.



Two subdivisions have gone forward with construction
of houn#a contracted for expatriate sxecutives of the Ford
stamping plant| the other has for its clients the middle
echelon group of executives, Only one subdivision has moved
forward with the construction of a hotel, in this caae,la
100-suite hotel; the master planning of the surrounding
areas includes a commercial center, & Sospital. a schoolhouse

and an 18-hole golf course.

Of late, private land developers, seeing the rapid
development of the Zone and the acute housing situation have
embarked upon their own construction., Theix programs cover
the entire spectrum of housing from low-eoit through middle
echelon to upper level, including support facilities thereby
‘relieviné the Authority of further direct involvement in

this matter in the future,
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; VI. MARKETING THE ZONE: HOW TO ATTRACT INVESTORS

Inviting or attracting potential investors into the
S new Zone presented especially difficult problems. As indi-
cated earlier, Mariveles was nothing more than an agricul-
tural and fishing village where modern conveniences and
facilities were minimal, if not nil, RegularktranSportation
to the area was through a limited bus system which took four
hours from Manila over mostly two-lane asphalt roads. Water
transportation was available only through special arrangements

with the Philippine Navy or with private entrepreneurs.

It was obvious from the very beginning that the
biggest attraction to a prospective investor would be a
demonstration of the seriousness of purpose of the government

manifested through the development of the Zone into a modern

industrial estate with all the basic facilities necessary,

And a complementary development of lands around the Zone

for community and other support facilities. And to this
task, the EPZA immediately addressed itself with the formal

start of devélopment of the Zone on January 31, 1970.

Beyond the basic facilities, incentiveas and benefits

were also desirable to speed the flow of investment into

R L LN Rt abor iy

the area. These "aweeteners'" were provided through a combi-

nation of legislative and administrative action, But most
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important of all to a prospective investor would be an

assessment of the'ﬁofentials of the country;fdrVinvestmént.:»«

'A. The Philippines as\anyInvehtment Area~

Largoly on the basis of 1ta exemplary recoré of
performance since martial law, the Philippine- may'naw be
conaidered as one of the best. investmant areaa 1n,Southeant :
Asia. There aren¢unsidérab1e‘advantages;in locating an

investment 1n tho Philippinea.
1. Tbe Philippinen at tho Hub of Southeust Asia 

| Thn‘Philippinen is-located at Just about thcfconter o
of Southeast Asia, midway betwoen Japanvand South Iorea to
'thc north and Auatralia to tho mmi:h..fi This was the primary
reason cited by tho executiVa: ot Ford tor tbeir decxnion
in Ioeatingntheir car body stamping plant in tha Philippinos},‘
Ve uight ‘add that the xocation of the Philippines away from
th- mainland of &lia bas given tho country a convanient
butfor fron thc pelitical upheavdll and uncortaintic: of
tho u&inlandu»

3, English 1s the Mediuws for Communication
. The Philippin§-~1s fhe7third lérgilt Engiiah;apeaking
country ih‘the world. Engliah is an official languago and

is the modium of 1nntruction in all levels of education

fron'primary'grade- through high-scbool to college, A
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foreign manager and his employees can communicate directly

with each other without difficulty.

3« Availability of Highly-Trained and

Low~Cost Manpower

The Philippines has a substantial pool of profes-
sionals -~ accounting, business, arts, engineering graduates -
who are highly trained for middle and higher management |
levels, Many have graduate degrees to qualify them for
the delicate tasks of management, Salaries of Filipino
managers and professionals are lower comparatively than that

prevailing in Japan, Hongkong, Taiwan and Singapore.,

At the iower echelons, it should be astated that
Filipinos have been known to be easily trained fdr various
manual and mechanical skillsa required for factory operations,
The ccst of Philippine labor is rather low. Minimum wage

plus ﬂther benefits would be equivalent to about P10.00 a

day.
4, Political Stability in the Country

EEver gsince the declaration of martial law, the

|
PhilipTines has been enjoying unprecedented political sta-

bility, The divisive political forces of the past had been
eliminated and the country 1is now moving forward under one

leadership towards the goal of national progress,



5« Favorable Investment Climate

The state oflPhilippine economy'is strong. Since
martial law, the President has introduced reforms in our
- economic and legal struétures‘which have made it easier
for foreign investors to invest in the country, Foreign
investors are protected from expropriation of their pro-
perties without Just cause and only after due compensation.
The rules on repatriation and remittance of earnings had
been liberalized. Entry and exit procedures for investors
and travelers are simpler. A foreigner who invests at léa-t
US$100,000 in the Philippines could reside in the country

with multiple entry and exit privileges.

B, Incentives and Advantages Offered by the BEPZ

i. Tax Benefits

~ Tax-free Qnd customs du£y~frae import-
ation of machineries, equipment, raw
materials and supplies.

~ Exemption from the payment of export
tax.

- Exemption from the paymont of municipal
and provincial taxes,

-~ Net-operating loss incurred in the first
five years of operation may be carried

over as a deduction from taxable 1ncom§’
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during the succeeding five years,
- Accelerated depreciation of fixed

agaets,

2, Foreign Exchange and Financing
~ Priority in the allocation of foreign
exchange for the importation of mer-
chandise, equipment, and raw materials.
- Zone enterprises qualify for loans from
financial inatditutions whose foreign
loans are guaranteed by the Philippine

Government.

3. Foreign Iuvestori and Technicians

« Fully foreign-owned or controlled
enterﬁrises are admissible into the
Zone,

~ Foreigners investing at least US$100,000
in a Zone enterprise may reside in the
Philippines for as long as their invest~
ments remain thereat,

- Foreign technicians may be employed in
supervisory, technical or advisory post
within five (5) years from registration
of a Zone enterprise and up to 5% of the

firm's total personnel in each category.



They may reaido in the country witb o

their spouses and unmarrie& children

. undey 21 years ofnagc.,

S, Guarantaan on Foneign,Invastment-

-

B prcvuiling oxzhange rat-l.

Rop;triation of fnrui;n 1nwoatnenta
and ronittannp of profitn nnd<d1vidands

at any time in full il ullouod at

-~

,Nb axpropriation and rogulation of

‘property represontod by toroign 1nvent-

. 'mont except in the interost of national

walfaro and defenso; in which case,;

- payment of Jjust compenaaticn zhall aPply.

5‘ Labor and Hanycwtr ,

Adnquato labor in availnble arcund the

‘Zonpfnroag Thc'mininun'employable age

is tourteon years.

Th¢<1t1‘pruvides for a tcvcnpday wnrk
week with: opg day rest period for every
employes. |

Minimuu wuso is P8, co or US$1.20 per day.

In the m.nntacturing sector, the avsrasc

labor cost p¢r~p¢rspn per month is around

P245 of US$36.30. Unskilled workers
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receive the mihimum rate; semi-
skilled workers receive P10-212 or
US$1,48-31.77; skilled labor rate
ranges from ?12-715 or US$1.77-%2.22
and above, |
- Aggistance in manpower regruitment
for specific skills required by Zone
enterprises is extended by the Authority.
- Strikes are banned funder the New Society.
Labor disputes are referred to the
National Labor Relations Commission‘for

immedlate arbitration.

6, Simplified Administrative Methods Include:
- Simplified lwport-export documentation

and procedures under an EPZA system that

assures release of all imports and exports
within forty-eight (48) hours.,

- Simplified billing procedures for all
services and charges, ilntegrating all
charges in a centralized billing system

for power, water, and rental fees.

7. Standard Factory Buildings (SFB)

-« EPZA-~built SFBs are offered for lease

to small-scale, light, labor-intensive
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industriea on a first-come. first-

served basis. Thase are of the 3-atorey

ktype with a workshop area of 2,784 square

,meters per floor.i;:‘ ‘
‘ﬁg? SFB ‘Nos. 1 and 2 now completad and SFB
 HNcs. 3 and & almost completed have
already baen leased out to 12 Zone enter-
'  prisea;‘ SFB Nos. 5 and 6 now under
construction for Gﬂmpletion in November
 are still available for lease.
B f{ The SFBs are ‘leased for a period of 15
V'vyeara renewable. upon Option of the

0

V(lqsaee.
8, Land‘Leaaa Terma
All the induatrxal lots in the Zone are for
lease., The rental rates are as followst

From: July 1. 1974 up to

Juﬁ3530.r1977‘> : ;N i“PQ'OO/sq.ﬁa/yr;‘Y’
Up/tq‘June‘Bﬁ{ 1980:  . 5, OO/sq.m./Yr.
Up‘to Jgné_30, 1983 . 6. 00/5q¢m./yraA
Up fa Junq‘30, 1986 - 7;09/sq.ma/yr.
‘Ub té‘June;jd, 1989’ . “S.OO/sq.me/yr,

N The period of lease is-fof fifteen years,

renewable at the option of the lessee,
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At the beginning, to encourage early
“entry of investors, a rent-free privilege
was extended to "pioneers'". Pioneers are
Zone enterprises who construct their buildings
and are operational on or before December 31,
1974, These pioneers enjoy free rentals on
land until June 30, 1977, aftexr which thg

regular rental rates are applicable,

9. Other Facilities

- All services like banking, insurance,
cargo haridling and transportation;

- Modern clinic with emergency facilities
and egquipment for detecting unhealthy
working conditions in a factory.

- Strategically located restaurants and
recreation areas.

- Manpower center to recruit factory
workers,

- Direct dial telephone system, postal

services, telex, and cablegram facilities.

C, Public Information Service

All the advantages and benefits that could be enjoyed
by énterprises in the BEPZ would be useless unless these are

known to industrialists, investors and entrepreneurs,



To thia end. the EPZA orgnnizod 1tu Offico of Pro-

motions and Inforﬂation (opPI1) which has primary’raaponni-

bility for thc«diaaonination of informatiqn aboutﬁthchonog

The tools uséd tpf’th1§’disaamithionfbf'infonnation’ara:f

Vareparation of brochursl and othsr‘intorantion
materiala which are diitributod among the
 different chambers ot coumerca and,industriox,*\
in the‘Philippinea. th‘ Varioun commareial and
trade attachoa of foroisn countriau in tho
Philippinoa aud the emhastieu and. eommarcial ;
attnehes of the Philippinea in other countries.

) A spccial briofing service in the EPZA ofnce
'whort updai&d\sliden of tho Zone are shown to
:Lntereated parties. |

Trips to the Zone are arranged by OPI either

by bus; by Navy or chartered commercia11§01591§ 
or by hbliéoptors aa.a,matter of practice, Qa
make it a point to bring prospective investors
for a visit to thB‘Z°n¢§ ' o
Peiiodié‘press‘releaséa are published in news-
phpers.ot #ono:a1~circu1&tion in order to apprise
the general public of the progreia’of development
of the Zone.

The EPZ&'aent a team which conducted seminars on

the Zone in Tokyo, Nagoya, Osaka and Hongkong,
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These seminars were sponsored by the

Chambers of Commerce of these cities.

i
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VII. MANAGEMENT STRUCTURE OF THE EPZA AND BEPZ
A. Policy~Making Level

R.A. 5&90, the original charter. and P.D. 66. the
revised charter. provided for different management
structure at the policy and top wanagement levels, -Having
operated within,tho,frdmework providodhby R.Ae 5490 for
almokt three yearu. and gi#sn the opportunity to:assist in

the drafting of P, D. 66, it was inevitablo ‘that 1mprovementa
would be 1ntroduced in P.D. 66.

Under R.A. 5490. the Authorit& was composédfoffa
.hairman and four full-time members appointed from tha
irivate nector. The Chairman wns both head of tha policy~ '
saking bcdyzand chief executive and operating officer; the
iembers participated atdﬁoard meetings ﬁherq policy decisions
rere made, and becausa of the £u11~timq nature of their
nppoidtmentn. it das necessary that %hey be given operating,‘

‘unctions and duties. Thc situation was rather awkward and.

1fricu1t‘for the Chairman. Whila thc members were supposedly A

ubordinate to the Chairman in thn day-to~day operationa of
he Autbority, the same membors could. by theirx united stand,
utvote and overrul. theCBhntmnan at Board meetings. In
ffect, the members were 1n tba position of being able to

crutinize the actuations of the Chairman day-in and day-outj
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the daily contact provided what, in effect, amounted to
daily consultations with Board members, Which certainly

is not the proper way to operate an office or enterprise.

Under P.D. 66, the Authority is composed of a

Chairman and six part-time Board mewbers. Of the six

" members, two represent the private Sector, and four come

from the departments of govarnment whose functions gffect
the operations of the Zone - the Undersecretary of Finance,
the Undersecretary of Trade, theVice Chairman of the Board
of Investments, and the Deputy Governor of the Central Bank.,
The Board members attend Board meetings only where reports
are submitted and policy questions decided. The presence

of the ex-officio BDoard members from key government offices
has made it so much easier for EPZA to achieve lateral coor-

dination and cooperation with these offices,
B. Management Level

The operation and wmanagement of the Authority is left
to the Chairman, who is concurrently Administrator thereof.
Assisting the Administrator are two Deputy Administrators,

one for administration, the other for operations.

The Office of the Administrator is provided with
immediate staff assistance on legal matters, on intelligence,

and on public information. These staff units are directly
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under the Adminiatrator 80 as to enahle him to secure direct

staff adivce for his’ 1mmediate guidance in decision-making¢

The Office of the Deputy kdministrator for Operationsf

is given tha three departments on Enterprise Operations.

Engineering and Maintenance. and Housing and Community Affairs,

for the reason that these are primarily oriented towards the

management'and regulation of activitiéﬁ*in‘the Zenea

- The Office of the Deputy Administrator for Adminls-
tration is given the three service and/or auxiliary dopart~
ments, namelys tho»Adninistrative, ?1nancia1, and'Pronct
Planning and Evaluation.' These departments are primarily

operating in the Maﬁila (main) officé.

The Bataan Export Procesaing ZOne. headed by a ZOna’
Manager 13 being constituted as a semi~autonomous fiold

operating unit and is directly under the Office of the Admi-

nistrator. This is designed to facilitate the flow of policy -

decisions for‘immediate~impleméntaiion:ih the Zone.

The various départménts of the EPZA are?

The Legal and Policy Research nﬁﬂinénpnOV&d‘lLﬁegal
counselling servicoa. conducts legal researchc: to serve as

bases for the formulation of policies;‘prosrama.'r&lal and

regulations.

P R
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The Enterprise Operations Department recommends and
implements policies, plans and programs concerning the
exercise of police authority in the Zone the inflow and
outflow of goods, and the adminigtration of warehouse and

transport systems and enforce rules and regulations.

The Engineering and Maintenance Department recom-
mends and executes plans and programs for the development,
construction and maintenance of the physical facilities of

the Zone,

The Housing and Community Affaira Departument recom-
mends and executes policies, plans and programs affecting
the administration of housing and community affairs in the

Zone and enforces rules and regulations,

The Administrative Services Departpent recommends
and implements poliséies, plans and programs concerning
personnel administration, supply agd property management,
records and communications services, and buildings and
grounds administrative matters, and enforces pertinént rules

and regulations,

The Financial Services Department recommends and
implements policies, plans and programs to ensure effective

handling and utilization and accounting of financial resources

and enforces pertinent rules and regulations; takes custody

of and secures all accountable documents.
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The Project Planning and Evaluation Department recom-

mends policies, plana and programs and implements rules and

regulations concerning development of the Zone., It evaluates

industrial project feasibility ltudia§. conduet5 business.
and’ financial rcaoarcb. and tqkon chgrgé of data computeri-
zation,

Most of tho offices abo?cnnamud are rather atandard

in many organization-i Amplification 1.. hownvur, necessary

‘with respect to the existence of thmse offices.

The Office of the Zone Manager was craitodVin order

to provide foxr an adhinistrativo head within tho Zona. As

envisioned, the BEPZ is only the first of hopefully three or

four more zones in the future, The main office of the Autho-
rity baing located in Greatar'ﬁahilég ahd the'zou§a con-
ceivably located in various parts of the céuntry,'it was

necessary that the Office of the zone'NMnager be created,

' The Entepprise Operations Department does not only

directlykovaruoo the oparations of Zone entarprisen; but also

actively aisiptp them in all ways necessary for their effi-

cient performance. It has u‘manﬁouir recruitment pfogram

‘for the benefit of Zone enterprises it handles inport-export

procedures, transportation and vuryhou-in;; it provides
liaison work with government offices for expeditious action

i
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on their pending papers; in short, the Authority is com-

mitted to provide assistance to Zone enterprises through

this department.

The Housing andVCommunity Affairs Department was
the latest to be organized, and is a direct product of the
peculiar circumstances under which the Zone exists, The
shortage of accommodations has compelled the Authority to
engage in the construction and management of aﬁartments
and dormitories, The existence of communities in the Zone
and in its ilmmediate vicinity required the creation of ah
office to‘handle community relations, The department
handles housing placement, the relocation of houses and
villages pending their relocation. Since the Authority has
"exclusive jurisdiction" within the Zone, it provides the
community with amenities and facilities in the Zone which

are normally provided by a municipal or city government.
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VIII. REVIEW AND EVALUATION

A. The BEPZ Performance .

The government has earmarked, sﬁent and will still
spend a small fortune in the development of the 7one., ‘Qut
the investment is overlyyjustified in the light of the

present policy;imperatives:

- to expand and strengthen the industr1a1
base of the economy |

- _ to increase our foreign trade and diversify

N >the‘country's\expoft’produqﬁé; thereby

‘strengtheningvthe,foreign:curfency éitﬁaticn
and'the balance pf trade position of the
country. ﬁ/ |

- to create more job opportunities and labor_'
skills as a poaitive step towards solution
of unemployment problemse.

- to introduce the latest or more/sophisticated
ménﬁfacturing techniques as a means fof‘,
ensuring stable industrialization

- to encourage the ehtry of foreign bapital
into the country to augment scarce domestic

3 resourcea-for in#estments

- to develop marginal areas, like southermn
Bataan, into productive ¢enters of induétrial

activity,
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As of August 31, 1974, 8 factories are operating in
the Zone. On the basis of the coupanies actually engagdd in
preparatory work and awaiting coupletion of their buildings,
18 more companies will be operational at the end of 1974
9 of thesoywill be operational in September-October and the
rest towards the end of the year. Another 6 companies will
start construction of their buildings before the end of the
year and would, therefore, be operational by mid-1975, Two
wore SFBs will be available for occupancy by at least 6
companies by January 1975; we are now evaluating applications

for occupancy of these buildings,

Total exports from the Zone so far amount to US$1,.9
willion as of August 31, 1974. The export operations started
only about 6 wmonths ago and has been gradually increasing,

In the months of July and August, exports have been averaging

" at US$485,000. As the coumpanies operating attain full pro-

duction, and as more companies start operations, we expect
a dramatic increase in exports, In six months, exports

should reach a magnitude of US32 million wonthly. .

Direct employment in factériea operating has reached
3,358. Meanwhile, training programs are going on among
factories which expect to be operational before the end of
this year. By year-end, we anticipate an additional 5,000

direct workers in factories in the Zone,

L
BT i e e,
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In addition, the construction work of both private
investors and tho government inside and around the Zone
h#s‘ganerated'additicnal amploy&ant of  about 5,000 uiing‘
every type of construction gkill. The town of Mariveles
and the province of Bataan are now enjoying a business boom
supplying the’dayéto—day rc§uir¢montg of factories, cons-
tructionffirus and their workers in the BEPZ. |

The progress tha‘BEPZ has made so far proves the
wisdow of the strategy of developing the Zome on a ‘phase-by-
phase basi#. Ev%n befcre cqmplata d&VOIOpmeﬂt of the entire
Zone, factories are operating and benefits are being reaped
by the national economy.,wﬁecause of the unstinting 3upport
of tho President of the Philippinea, the BEPZ could be

declared as completod on December 31, 1975, .

B. The Benefit of Hindsight

Developing the BEPZ is a uniqﬁé experience. 'It was
both a challenge and an apportuﬁity to the participants in
the fenture. The implementors had to learn to adjust, ini-
tiate, ihnOVate. compromise in ordex to accomplisﬁ their

mission,

Where the legislative poliey-makars’were equiv¢cal
about the precise type or nature of the Zone they were

creating, on the recomumendation of his economic advisers,
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President Marcos decided to develop an export processing

or industrial free zone. Considering the progress and
projected performance of the BEPZ, it may be said that the
decision was most appropriate. DBetween enactment of the
law andvthe classification of objactivés, however, a consiw
derable amount of time was spent in studies and researches -

time which could have been spent in the iwplementing process.

The exigencies of partisan politics resulted initially
in the saerifice of performance to expediency. Work on
development of the Zone was considerably delayed because of
various deficiencies in the original enabling a#t - Nno appro-
priation or capital for development, no incentives for Zone
enterprises, no management flexibility for the implementors.
Only the full and continuing support of the President who
appreciated the sconomie potentials of the BEPZ made it

possible for the EPZA to pursue its developuent program,

In the desire to secure legislation without too much
delay, there was very little study on the proposed location
of the Zone. Within the sam§ general 1qcation,.perhaps
better sites could have been chosgen with less expense and
difficulties. A project feasibility study would have providad
the legislators with altermative choices of sites for the BEPZ,
Or better still, the legislature should have left to the Chief
Executive the task of pinpointing the exact location of the

done.,
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C. Guidelines for the Future

Undoﬁbtedly.ymore industrial zones would betdéveloped
in the Philifpines. There have been serious talk of another
two or three zonési ésPecia11y<where it'is now’appdrent that
the BEPZ experimentliould be a sﬁcceés;  The New Sociétf is
involved in a cqntinuing program‘of improving'the economy
for the benefit of the péople.‘ And.industrial freé zoﬂéa

are convenient‘tools‘fer‘this task.

1

ﬁcwever, seriongesfudies shouid précede‘gny develap#
ment project. Relétive accessibility of ﬁhe Zone*io'major
airports, shipping points and population #enteré is very
cruciél in termsloanttracting investors and'movement 0£ 

cargo.

The types and mix of industries intended to be B

located in future éones will have to be carefully definod,L

Complementation rather than destructive competition, among ]

the different zones will have to be the norm.

i

The’package of incentives and aﬁvantages should be A
well conceived and definede Artendéncy‘td provide't00~maﬁy
“gweeteners"~would hafe to be avoided.l Oftentimes,fthe .
quality of the overmall’inveatment climate is more persuasive

and meaningful,

s il i
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To assure systematic development of a future zone,
sources of capital funds should be pre-determined; funds
and resources for the project should be allocated and
released on a programmed basis, The efforts of implementing

and involved agencies should be coordinated.

The number of zones established ia not important.
What is critical is the success of any zone that may be

establizhed, Results and not numbers would be the test.





