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INTRODUCTION

This volu e includes the surveys vhich have been csrried
out by the locsl offices of the fonsultants in to the export
processing zones in Taivan, the Philippiries and Singspore. These
f locationa vere selected as exauples of zones opersting successfully
i in developing countries., An analysis of the opersiion of the Shannon
Industrial Zone, which vas visited by the team, is also included.

The study carried out in Singapore requires a word of i

explanation. Tlere are a number of industrial estates within the
Republic and although these may strictly spesking be regarded as ‘

Free Trade Zones, they have been included here to emphasise certain

sdrantages and aspects of operstion.

At present Singapore has no export duties or levies and
; import duties are restricted to alcoholic drinks, tobacco, cars and

! s fev other luxury items. The vhole country could in gemers] terms |
: be regarded ss having the same incentives as an Industrial Free
Zone. The Jurong Industrial Pstate is the lsrgest concentrstion
of industrial development (41 acres) snd its operatiom provides

some lessons for the proposed Zone in Momnrovia.

At present (1975) no imdusrrial export processing zones
exist in West Africs, and the survey revealed that oaly two countries -

the Ivory Cosst and Semegal - arc contemplating their establishment.
It is believed that studies sre plamned for Gambia, Morocco and
Algeria. Visits werc made to the Ivory Cosst snd Senegal and
discussions held with the responsible officials snd cxperts. In
both cases projects are at the feasibility study stegs. Senegal

]

has passed legislation establishing s Zome company smd it is sxpected
that the Zone vill bscome operatiomal im 1976. In the Ivory Coast
no decision has been made to proceed and omly s brief pre-feasibility
study has been carried out. Am amalysis of these studies is given
ie Appemdix C, Volume 1.

) (1)
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While there arce certain lessons to be learmt from ihe
experience of thesc zon s, it rist he cmphasiscd that Monrovia
must formulrte policice suited to its oom conditions. The zoncs
describcd have each developed vithin their particular cnvironmenc
and in peneral terme the degree of sucre8g achieved has becen

. rclated, amongst othcr factors, to thc rcgional situation and the
state of the 'orld cconomy ot the time. The circumstanzes of

the cstablishment of thcse zones and their operational procecdures
arc described in the folloving Sections 1 to 4. What appcar to
be the essenticl features of an imdustrial zome mny be sunmarised

as follovs :-

1. An independent legal authority frew from outside

interfcrence cust be set up.

2. The specific terms of reference and operating criteria
of this authority must be laid down by statute.

3. The provision of standard factories and rdcquate infra-

structurel facilities is necessary to attract imvestment.

o e e o

‘ 4. Documentation and administratiwe provcdures must be as l
: simplc as possitle.
5. Promotional activities must be undertaken and expenditure

in this category is generally regarded as unrecoverecble
but justifisdble,

Table 1 following this introduction summariscs the information
obtained from the zones in Taian, the Philippines and Simgaporc.

(11)
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BATAMAN EXPORT PROCESSING ZONE

Neme of Estate

Proximity to Major Urban Areans and Centree
of Economic Activity

Details of the Transport Infrastructure of
the Area

Details of Port Facilities

Physical Area of thc Bstate

Number of Factories, Warchouses, Plants, etc.
Inventory of Establishments on the Estate

The Organisation and Scope of the EPZ
Authority

Fcctors Influencing the choice of Site
The Basis of Charging Rents in the EF2
Timetable of the Development of the Zone
Incentives Offercd to Firms

Customs Procedures and Exchange Comtrol
Regulations

AWNEX 1-4 Approved Establishments in the Bataan

Export Processing Zone As of November 15, 1974

Figure ¥o. 1-1 Development Plan
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SECTION 1

i\ EXPORT PROCESSING ZONE

GENERAL INFORMATION ON THE EKZ

1.1 Namc cf Estatc

The Philippine Foreign Trade Zonc has bcen remamed Bataan
Export Proccssing Zonc (BEPZ) to refcr spccifically to the free trade
zonc in Marivcles, Bataan and to ¢istinguish it from other fric trade

zones that may bc estat 1ished in some other parts of the country in

the future. Figure No. 1-1 shou.e the development plan.
1.2 Proximity to Major Urbam Arcas snd Ccntrcs of Economic Activity

Thc BEIZ is 170 kilomcircs or about four hours away by land
from Manila, thc centrc of comircial amd industriel activitics in the
Philippince. Howcvcr, upon the complction of the Bataan Superhighway
in 1976, cravcl timce will be reduccd to two and ¢ half hours.

Across the Manila Bay, thc BEFZ is 55 kilouctrcs from Mamila,

about two hours' ridc¢ bty fast boct or SO minmutes by hydrofoil, or about
®

3C to 40 minutcs by helicopter.,

1.3 Details of the Transport Imfrastructurc of the Area
(2) Inlapd transport faciljcies - roads

The roads inside the BEPZ arc of the crushed gravel-asphalt
type with concretc gutters and sidevalks. They are of varying widths,
ranging from 10 to 30 metres. The total length of roads completed at
present is about 14 kilometres.

The 170-kilometre road network lezding to the BEPZ from
Manila i{s a combination of first and second class roads vhich are
fairly vell nnintained. A proposed 58-kilometre Bataan Buperhighway
vhich will run from Dinalupihan to the BEPZ 18 expected to be complcted
by 1976. Unlike the old national highway which is a twc-lane road
cutting through the heevy traffic arcas in the coastal towns of Bataan,
the proposed highway will be a four-lame road which will bypass these
town centres.

1-1
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In addition to the above major road improvements, a proposed
coastal road cxtending northwnard from Menile to the Province cof Bataan
will be started upon corpletion of the coastal highwoy presently under

construct ion, which cxtends southward to Cowite.

The movement f cargo into and out of the BEPZ by road {is
being handled 'y verious companies, scme cf which operate container

services.

(b) Sea transport facilitics

At present only a few intcrocean vesscls dock at the cxisting
Mariveles wharf mainly because of the relatively small volume of carge
of BEPZ cntcrprises. The existing dock belongs to Bataan Shipyard
and Engineering Corporaticn (BASECO) . Part of this dock is utilized
by BEPZ enterprises until the completion of the proposed modern pler ;
complex in 1976.

(c) Alxr tra t facilitice

The construction cf the proposed airpcrt within the BEPZ has
been found tc be too costly because of the terrain in the selected
location. However, ¢ request has been nade to the Civil Aeronautics
Board to make a survey on alternstive sites for an cirport for the BEPZ.
A site has been selected near an industrial estate in Limay which is
about 2C kilometres from the Zome. To dote, the Department of Public
Works is preparing a study fer the inplementation of the proposed
airport.

1.4 of Fort Fa - ans |
oV ew_Jer X
As stated earlier, the completion cf the mew pier for the Zone

is projected for 1976.

The focilities cf BASECO which are currently being used ﬁendtn.
the completion of the proposed mcderu pier include six 45-ton cranes for
the loading and unloading of cargo. They have sufficient equipment and
personnel to service three ocean going vessels at ome time. The

technical descriptions of the cxistimg picr are as follows :-

1-2




Length of pier 454 metres

Draft - 30 fcet

Capecity of vesscls ~blc tc doci - 20,000 tc 50,000 DWT
Arcer f containcr yard copeun spoce - 20,000 8q.m.
Werchouso steroape capacity - 10,000 8q.ti.

1.5 thysical arca of the Estate

iAs originally cemccived in the Mester klan of the BEPZ, the
cntire Zene rescrvotion arca of 1,598 hectares was to te developed in
twe stoges cach ccusisting of three Phascs.  The cverall sclieme has
subsequently teen reduced te Stage I only vhich calls for the develcepuent

of 631 hcctarcs.

Of thc €31 hectares earmerked for develcpment, 329 hcctarcs
are allccated to industricl usc and 302 hectarcs to hcusing.

Phasc I cf the industrial area which is intended for latour
intensive light industrics has been fully developed. Fart of this
Phase is earmarked as the Zonc Administration arec which includes the
administratica building and service facilitics.

-

Phase 11 vhich is almcst fully developed and Phase (11 which
includes 41 hectarcs occupied by BASECO are intended for medium to
heavy industrics such as integrated textile menufacture, mejor autcmobile

components manufacturc, cnd ship repair and ccmstruction.

The 302-hectarc low ccst housing complex currenmtly veing
doveleped,will have schecls, hospitzls, supcrmarkcets, rccrcatiomal
ceatres, and other facilities. 1Im additiom, it will include dormitories
for unmorried workers and apartment buildings for workers with faailies.
At prcsent, scven apartments which caa ccecmwdate 112 fomilies ond two
dormitcrics which can accomadate 450 single workers have been completed.

1.6 a ants te.

To date, 10 companies are already cperating at the BEPZ.
Thirtcen others are awvaiting the completion of their factory buildings
to start actual cperations, vhile an additiomal threc are expected to
start construction before the end of 1974,

1-3
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Six Standar¢ Factory Buildings (SFB) have alreacy bren completed,
four of vhich have heen lcased out., SFBs nave rhrce-storeys and are !

buflt by EP?A for lea:zc to small-scale light and latour intens ive
{ncustries. These buildings heve workshop areas of 2,784 square
metres per floor. A total of 14 SFBs are programmed to be constructed
by EPZA. When fully developed, Phascs I, II and 11l are expected to

accommodate about 113 factories.

1.7 Inventory of Establishments on the Estate

An updatcd lisc of approved BFFZ cnterprises, classified into

operat ing, abou' to operatc, or othervise, is sho'm in Aamcx 1-A.

1.8 The Organiutlon and Scope of the EPZ Anthority

The Fforeign Tradc Zome Lawv (Republic Act No. $490) promulgated : :
on June 21, 1569, provided for the conversion cf the municipality of
Mariveles into a port of entry and the crra”ion of the Foreign Trade
Zone Authority (FTZA) to plan, develop, and manage the Forcign Trade
Zome (FTZ).

Prcsidential Dccree No. 66, vhich was issued on Novcmber 20,
1972, superscded R.A, 5490 and effected a number of significant changes,
the principal ones of which are the convcrsion of the FTZA into thg
Pxport Processing Zonc Authority (EFZA), a govermment corporation with
the power to incur debt, and grant additiomal imcentivea to Zone cnter~

priaca, as well as to cstablish, develop, and mansge other export

processing soncs in suitable locations in the country.

Pertincnt excerpts from the decrce are preaented below :-

“Scction 1. Dcclaration of Policy - It is hereby declared to be the
policy of the GovermmentL to encourap: and promotc foreign
commerce a8 a means of making thc Philippines a centre of

internationsl trade, of strengthening our export trade and
forcign exchange poaition, of hastening industrialization, of
reducing domecstic unemployment, and of accelerating the
development of the country, by establishing export processing
zones in strategic locations in the Fhilippimes."
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"Scction 2. Crecation of an Export lroccssing Zonc Authority. - To
carry out the atove policy, a corporate iody is crcatcd nancd
as thc Export Procissing Zone Authority under the direct

supervision of the Office cf the krcgident., The functions

e sy s s e

of th. Authority are¢ declarcd governmental.”

"Section 4. Purposec and Specific Powers.

(a) To operate, administer and manage the Batean Export
Processing Zonme and such other zones &8 may be established.
To provide nnd maintsin facilities and serviccs necessary
in the comduct of business or commerce in the export

processing zones.

(d) To detcrmine and re 'ulate the enterprises to be
established vithin an export processing zone in order
not to adversely affect the operations of existing
{ndustries oulside said zome to operate such zone as
a public utility vherein rates and charges shall be fair
and reasomable; and tho Authority shall affcrd uniform
treatment to 21l who may apply for thc use of the Zone,

(g) To fix, ussess and collect storage charges and fees,
rentals for leese of lands, buildings, warehouses,
facilitics ond other properties owned ty the Authority.
To fir and collect fees and chargcs for the issuence of
permits, licenses and the rendcring of serviccs not

enumcrated thereinm.

(h) To exercise exclusive jurisdiction and sole pol ice
authority over all areas ovned and administered by the
Authority. The Authority shall heve supervision and
control over the movement of all cargoes, wares, articles,
machineries, equipment, supplics or merchandise of every
type and description."

1-3




“Sc¢etion $.  Copitaliretion. - The capital of thc Authority shall
consist of (1) its cvisiing :88c¢'s amd such othcr propertics
cs mny be contributed by he Govermnent, (2) all capitnlized
surplus, ond (3) cash contribution by the Government in the

$ comount of P2CO* million (US$2(£.57 million).'

"Section €. Board of Cormissioners. - The corpor-tc powers of the
, Authority shall he vested in and excrcised by the Board of
! Com:issioncrs of scven mewmbers to be composed of the Deputy
Governor of the Ceantral Bank of thc Philippincs, the Vice
Chairman of the Board of Investments, the Under Secrctary of
the Department of Financr, and the Under Sccretary of the
Departmcat of Trade as e:-officio members: the remaining
members shall be appointed by the President vith the consent ;
of the Commftice on Appointments. The President shall ‘
designate from among the members its Chairman vho shall be

ct thc scme time the Administrator of thc Authority.”

"Section 11. Porcrs and Dutics of the Board.

(b) To recommend to the Prcsidcnt the cstablishment of other

T e

export processing zones as it may deem advisable.

(f) To recommend to the President the application of
compulsory arbitration in the settlememnt of any labour
dispute affecting any industry or business in the Zone.

' 1f in the opinion of iite President the lzbour dispute

‘ vould seriously impair Zone operatioms, he shell certify

said labour dispute to the National Lsabour Relations

Commission or the Court of Industrial Relations for

immedirtec compulsory srl:itration.

(g) 1v recommend to the Commissioner of Immigration the
entry into the Philippines of foreign nationale for

esployment. "

* Increased to PAO0 milliom (US§37.14 milliom) by Presidential
Decrce Wo. 545. The comversion rate used in this rcport wvas
US$l. 0 = P7,00.

1-6
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'Scction 19, Powcr to Issuc Bonds or Incur InGeltedness. - The i

Authcri.y {s cuthorized tc fincur domcstic indebtednens and
izsuc bondes in the I'hilippinee provided that thc total
principcl indcltedness docs not exceced P3O0 million (vS$42 .86
million); 1t can comntract foreign losns to the cxtent of
US$50 million, The Government will unconditionally guarantee
all such indcltedncss and loans."

‘Section 21,  Ncn-profit Character of thc Authority  IExempiion from

1.9

Taxes - The Authority shall be ¢ nomn-profit corporation and
shall dcvotc all returns from capital investment and excoes
revenucs from opcrations for expansion purposcs. Consistent
tith this provision, thc Authority shall bc exerpt from all
taxcs, duties, and fees pavablc to the Government or its

agencics and instrumcntalitics,'

tors Influc the C ¢ Site

The principal reansons for sclecting the Zone for plant sites

werc given as follovs by firms intervieved.

(a)
(v)

(c)
(4)

1.10

below cost. On the usc of land for the thrce Phases, the rates are
as follows

Duty-free importation of copital equipment and rav materials.

Other tax incentives such e&s accelereted depreciation, loss

carry over, exemption from local taxes cxcept real estatc
taxes, and others.

No limitation on fereign ownership of compunies.

Attractive lcase rates on land and building.

of cnt W 17

Rentals paid by Zone enterprisas are subsidized ot & level

1-7
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1n kesos 1. US Dollars

Tul~ 1, 1974 to June »0, 3~ 7 14,00 S0 .57
July 1, 197¢ te Junc 30, 1' o0 5400 C.71
Jul- 1, 1y 1 to Junc 30, 1V.2 6.00 0.l
July 1, 1904 to Jdunc 30, 17te 7.00 1.0
July i, 1¥57 tc Junc 10, 1919 & +00 1.14
July 1, 1990 onerrd Tc¢ by sct by ruesolution

of the Au: horitvy

The chove ratcs cpply to industri 1 lcts in 21l throe rhoscs,

on a fiscnl yeor hasis starting July 1, 1974,

All industrial lots im thc Zonc are for le.sc for - period of |

15 yeors, renewoble for 10 ycars ot the option of the lessec,

In vic of the rapidly rising cocmstruction costs c(vperienced
by the E¥ZA, thc rentals for the Stamdard Foctery Buildings arc no:
subject to individual negotiation. As a mo.tter of policy, hevever,

these rentals arc cstablished at lover levcls than thosc charged (m

B S

Greater Manila.

ORPS—.

1.11 imctable of the Dev t of t Z

As previously stated, the dcvelopmont of the BEPZ has been
narroved dovn to Stage 1 which includes Fhrses I, I and 111, At
prcsent., the dcvelopment of the Zone is alicst ccupletc,  Phascs 1

N T TIINERH SR e . wkhee &

and II arc mot completc tith cll the ncccsscry utilitics and infrc- i*
structuxrcs 1 ith the e:ception of 27 hectarus in Ythase 11, th. developuent ‘
cf which is proprammcd to start in Januery 1973.  Phase II1 consists cf
the 43 hectores occupied by the National Shipyard anmd Stcel Corp.
(MASSCO) village vith about 700 residenccs amd thc 41 hectarcs occupied
ty BASECO,

' According to the timetablc of the EPZA in 1973, ths Zome vas
expected to be fully occupied Ly 113 firms at the emd of fiscul year
1979/80 .  lLater estimates, however, include projections up to 1976/77
only, with 80 firms expected to be im actual operation by that time.
This timetable is prescated below :-

1-8
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Number of
Operational
[iscal Yeqr * Factoriss Enp loyment
Actual
1472/53 3 2,270
197 3/74 9 6,530
Projecicd -
1974/7 5 25 15,000
1975/7¢ 59 25,000
197¢/77 & 0,000

At present, tem firms employing more than 6,500 vorkers are
in actusl operation inside the Zome. An additional thirteen firus
including the Ford car body-stamping plant srec expected to commence
operations by the start of 1975, The total employment of these
thirteen firms is estinmted ac 5,20C.

1.12 Incentives Offgred. to Firme

The legislatiow®* cstablishing the EFZ i Bataan offers the
seme basic imncentives as do other zomes. These may be summarised cs

follows -

(8) Exsmptigy from cuetems and iRtsrmal revemue for goods

procassed in the sene.

(b) Bav matexisal or werchapgise purchased locally in convertible
foreigm curremcy will Le regarded as exported.

Mditional incemtives offered include :-

(¢) Bet-Onerakidg l@se Cary Ovgr as & deduction agaimet taxable
income during the five years following the loss.

(¢) dcsalaxated Depraciation - fixed sssets may be (1) deprecisted

to the extcnt of mot mere tham twice ths mermel rate of
depreciation or depreciated at the mormal rate of depraciatiom
if tha expacted life is ten years or less; or (2) depreciated

over amy mumber of yeers betweem five yeors emd expected lifs
i1f the lattar is more than ten years and the depraciatiom
thereon 2llewed as a daduction from taxable imcome.

! * Fiscal year ende Jume 0.
" presidential Decree Wo. 66
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; (e) Foreign Exchange Assistance is avsilable for Zone registered

E enterprises through the Cential Bank of the Philippines ond

% its sutlorised apcents,

| (f) Financial Assistance is cvaila le for nev enterprises
inveating in the Zone.

(g) Exemption (rom Local Tares and Licenses. Any business
enterprise cngaged in the produciion, processing, packaging
or manipulation of export products 111 be exempt frow .he
payment of any and all local governmen' impos's, fees,
licences and taxes, except for real esi.ate taxes.

1,13 stoms cedures 8 vchanpe trol Regulations

(a) Cuctoms lroccdures in the B¥Z
As one nf their incemtives, Zone enterprises enjoy the

privilege of simplified import-expor! docunentation and procedures

§ which assure the release of all imports and exports vithin 48 hours.
% Under the system, certain procedures and formelities required of other
[ o 2 .o

’ firms have been eliminated. Among the requirements vhich vere
? eliminated are the filing of the repo:t of export saies to the
Bureau of Customs and the exemption from securing clearances from

the Bureau of Intermal Revenue.

(b) ecures f rte

The folloving are the procedures folloved im importing goods
into the BEPZ
(1) Zone enterprieces wuet apply for an Import Permit using
aix (6) copies of an EPZA Form supported by & firm
offer or pro-forma imvoice. A filing and processing
fee of P100.00 is charged.

(2) Distrilution éf the oix copies is as follows :-

(1) 1st and 2nd - lmporter
(14) 3rd - Custous Collector of Mariveles Port

(441) 4rh to 6th - RPIA

i
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In opening a letter of ciredit the authcrized banks
require the importer to pretent? the Certificate of
Clearance to l.port goods into ihe Zone iesued by
EPZA topether with an approved copy of the import
permit,  For import3 of {anncd ftems, the Bank
roquires a Ceroificate of End-Use of Banned Items
istued by EPZA, and & final approval by the Central
Banl..

Upon arrival of shipment, an E.ZA Import Tally Form is
corpleted in six (6) copies, to be dis:ributed as in
(2) atove.

Clearance vill be made on the Import Tally bty boih
Customs and EPZA inspectors for the entry of goods into
the Zone only after actual checking of cargo and sub-
mission of shipping manifcst, till of lading, packing

1ist and other documents.

Transporting of imported goods from the pier area to
Zone factories or vwarehouses will be under guard by
both Cus.oms Guard end Zome Policc.

Unloading in Port of Manila cr MIA must be advised to
ElZA in advance. Mcvement of cargo from Manila to
Zome ' 111 Le under guard by both EIZA and Customs Polics.

Upon delivery of goods, the importer must submit to
Import-Export Division (ID) the follouing docurments:
consular and commercial invoices, packing list, bank
release certificate amd other necessary papers. Use
of goods will mot be alloved umtil after submission of

such documents,

Goods for the Zone landed at Fort of Manila or MIA will

be trested as transhipments and will be brought to Zone
under Customs and EPZA guard. To facilitate transhipment,
Zone importers should imstruct their supplier to emter ia
the bill of lading and other shipping documents the
folloving motation :

"RATAAN EXPORT FROCESSING ZOWE, BATAAN VIA MANILA"
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Should temporavy varehousing in Greater Manila be {

requived only Customs bonded varchouse may be used.

(10) Goods may be unloadcd only in the presence of Import-
Export personnel. In their aisence the cacor:. Zone
jolice may allo. unloadiang, provided poods are nct

srought directly into the plant.

(11) A special form is availa:le for damaged cargo and is
filled in by an EPZA cormodity inspector.

(c) Procedures for Exportation

The following are the procedures followed for exporting goods
from the BEFZ* :-

(1) Zonc enterprises shall apply for an Export Permit with
an authorized agent Lank on a CBI Form filed in six (6)

copies.

: (1) . Processing of applications vill he dome by agent
banks only after authority has becn granted by
EPZA to {thdra: goods from the Zone.

e R AR e o

(44) A filing fee of P 100.0C per application shall
be charged. !

(2) The Registered exporter shall be ezerpt from the

folloving :-
(1) Filing ¢f Repcrt of Foreign Sales,
(11) Filing of Export Emtry.

(111) Export clearance issued Ly BIR.

(3) Commodity clearamce for Zone exports will be given
half-yesrly or amnually by the Buresu of Standards.

(4) Registered exporter must pay all charges prior to
actual loading of cargo.

® In accordance with Letter of Imstruction No. 167 issued by the
President of the Philippiner Pebruary 25, 1974,

1-12
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(5) Loiding of cargo must he domc in the prescnce of a

Customs Inspector.

(() 1In (ases whero cxport cureo 111 bte loadcd at the fort
of Manila or at hanilz Intainational Adrporr f. must ‘e
transporte¢ from the Zome under guard by both Zone and

Curtomt Folice.

(d) Forcign Exclangc Rupulations in the EFZ

The Ceutral Bank is the govcrmument apency with reyulatory
povers over -!l forcign exchange transactions in the hiuilippines anc
Zone enterpriscs arc subject to its policics and rcgulations in

mettcrs concerning reccipts and disturecmence of forcipgn exchangc.

The Contral Bons has laid dorm specific guidclines covering
forcign borrovings and invcstments. Under its rcgulations, ncv
foreign torrovings and invird forcign investments, including s:les of
foreign cxchange for outv-rd lending or investment, will requir. the

Bank's prior approval.

(e) Foreigp porrovings

Gencrally, firms using forcign credit arc requircd to maintain
a debt-equity ratio of at least 75 25 for ihe duration of the credit.

1-13
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2A.13 Incent ives Offered toc Firms to Bet Up in
the KRPZ

24,14 Specific Information on Individual Pirms
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2.2 Nature

23.3 Transpeortation
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2A.1 Nawe of Estate

kaosiung Export Processing Zome (KEFPZ)
The AEFZ Administration administers the Zome for

the Knohsiung Harbour Burrau

2A.2 1 tres

Activity
The kEPZ is located in the hrohsiung Harbour, Kaohsiumg City.
keoaiung City has a population of about 96C ,000 and the suburban area
; has about 920,000 inhabitamts.

2A.3 a L t

(a) Inland Cownnications
Kaohsiung is commected by roads to all parts of Taivan and
directly by rail to most of Taiwaa. kaohsiung Harbour is am inter-

natiomal port.

(b) Ses Compunications

Both coastal amd deep shipping services are availatle in the
KEPZ .

(¢) Alr commnicotions
The kEFZ 1s about scvea (7) miles from the Kaohsiung
Ianterasational Alrport.

b
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2h.b [] ac tics

Details of port facilitics, distinguishing bLetween those
with direct access to the KEPZ rnd thosc in the vicinity :

Kgrz ]ON- KEFZ
(n) Cergo handling capacity in
Lons per year 10 million 19 million
(h) laximum sizc of ship (tommage)
acceptable alongside vharf 75 thousand 75 thousaid
(c) Maximum sizc of ship (tomnauge)
(d) Specinlized facilitics All modcrn cargo-hendling and

storage facilities are available

acceptable in herbour 75 thousand* 75 thousand* !
inside and outside the KEFZ l
1

* 10C thousend tons in 1976

2a.5  Biac of Esrate

Physical area - 68,5 hectares. !

The KEPZ (:8 veclaimed by dredging which rcsulted in speil
just emough to satisfy the reclamntion necds.

24.6 Busber of Foctorise, Hareheusgs opd [lnpts
Factories - 146 (as of October 1974),

Warehouses - 2 with 26 ,00C metric tons combimed capacity.

24.7 Anvencory of Factorise op the Betats

Amncx 2-A presents dstails of the 20 largest compasicc est: blished

at the cstate., Sectiom 2..-12 below giver 1 picture of the build-up of the
some in terws of factories approved and im operctiom.

24.8 K% Mministroion

The Zone ls administered by the Kaohsiwng Bramch, Expert
Processing Zone Administration, Nimistry of Ecomomic Affairs, Republic
of Chima.
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Factors influencing the Choice of Site for the EPZ

Acdvantages of the sfiLe for the Erl as opposed to othe:

possible sites were :

(a)
(t)
()
(d)
(e)

2A.10

(s)

Use of undeveloped lsnd.

Froyimity to wodern harbour.

decd to achieve balsnced industrisl development of Tai: an.
Availability of labour at reasonahble cost.

The KEPZ is in the haohsiung Habour. The avsilabiility of
modern port fscilities greatly influenced the choice of this

site,
sis ents Ssle di
Ruilding Costs

The stsnderd factory buildings are three-storey buildings.

The average construction cost for reinforced concrete buildimgs in
kaohaiumng ia NT$3,636.36 (US$95.69) per square metre. The above-
ment ioned construction costs do mot include the cost for improvement
of soil foumdation.

is rather weak,spprosimately 5 toms per square metre.
intends to construct multi-storeyed buildings or instal]l hesavy equipment,

Since the Zone is on reclaimed land, the soil bearimg strength

it is advisable that the soil foundation be first improved.

Furthermore, all buildings and structures to be comstructed im

the Zone shall be built wvith fire-resistant naterisls, and of the

permancnt type. In principle, multi-storeyed buildings shall be
constructed.

(b)

1and Rental Rates
All land in the Zone is owaed by the government amd is

available for lesse only.

Land rental {a the Zone is NTE230 (US96.03) per 100 squeare

metres per month.

2-3
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Fagt that ¢ _adpissil 11ity of industrics im the KEPZ
(1) Porecign exchange carnings.
(i1, Laour intensity of indusiries
j (i14) Usc¢ of indigenous metcricls,
3 (iv) Intcoduction of modcrn industrial techniques.
§ (v) Attrection of forelgn capitel.
| (vi) Balanced industricl development.
(vit) Exgor! quotas fnposed Ly major customers.
!
2A.12 Le £ the i

Historical date on establishment of firms and ewr loyment 1is as follows:

_Nusoer of Firme
Approved Comstruction Im Number of
s Operate Starcs  Qperstion mployces
1967 (December) 169 59 50 5,686 ,
1968 (Decenber) 126 48 80 17 905 i
1969 (December) 161 35 126 28,603
197¢ (December) 162 10 152 40,822
1971 (December) 161 S 156 42,843
! 1972 (December) 164 8 156 50,248
f 1973 (December) 151 o 151 53,947
& 1974 (Cctober) 148 2 146 46,626

2433 Isgentives Qffexed tc Firme (o $SC Up AR Ehe WRPE

Incentives offered are as follows im order of importamce -

(0) Simnlifiec Rrocsdurse

In order to do away vith red-tape amd bureaucratic procedures,
the KEPL Administration amd its supporting agemcies are authorised to
sct for various govermment agencies in handlimg all phases of opcrations
vithia the Bonc, resulting im comsiderablc savings ia time.

.
il P

R

(») Ralacively Jov-seak lahau
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(c) Tax ]ncentives
The following tax incentives are automatically granted to
firms established in the KEiZ, which result in very simple procedures

in the processing of imports and exports :-

(1) E> emption from Customa Dgiies - No customs duties on
importation of raw materials, parts, snd machinery,

and on exportution of finished products from the Zone.

(i1) Tax Concessions - No scles tax, no commodity tax and
a 5-year tax holidoy on corporate income tar is granted
to enterprises eligitle for encouragement (usually to

enterprises engaged in activities classifie. as preferred).

(ii1) Taxes - Corporate Income Tar (profit-seeking enterpriae
income tax) - Exempted for 5 years if eligible for
encouragement., From thc aixth year on the nex Lmum

corporate iscome tax shall wot exceed 357.

Deed Tax - For purchase of mcw factory buildings, the

firm ia exempted from this tax.

Taivan has not entered into amy dcuble taxatiom

B e T

agrcements vith other countrics.

e

f‘ (4) Warchousing and Trsnsportation Scrviccs
Complete and inexpensive warehousing and transportat ion

facilities and serviccs are availatle to all export enterpriscs im

the Zome.

(e) Abumdant Supply of Pover gnd Water at ressonable cost

() Linsncing
(1) Factory buildimg loams - Por purchasing of standard
factery buildimgs or cometruction of sslf-designed
factory buildimgs, bank loans up to 70% of purchase
price or comstruction cost are available on & 10-year
i installment basis.

(41) Bxpert loans - Loans at reasomable rates ars graated to
export emterprises agaimet expor: litters of credit.

e e S — s L SR A 3
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2A, 14 Spccifi t ividua ms

An analysis of the operction of four companies established
in the KEPZ is prescntcd bclow. These cose studics show in detail
how the Zone operates and particularly the impact the Zone hae had on
their growth, The companics are mot nomed, in order to prescrve

confideatiality. Tatle 2-1 cummarises their operation.  Annex A

gives dctails of the 20 largest firms cstaulished im the KEPZ.
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2A.15% Reasons for Establishment of Fiyms in the KEI'Z

The four firms discussed in Section 2A.14 were intervie ed
in order to give an indication of the relative importance of the factors
that influenced the companies to cstablish in thc KEFZ. The factors
arc listed in order of importance. .

Garment acturer 1

(1) GCovernment or Industrial Devclopment Corporation assistance, and
inducements to nev industry ¢

(z) Tax incentives and dcvelopment grants
(1) Dutics on plant and cquipment
(11) Duties on imported matcrials and finished products

(111) Incomes, profits, dividends, taxation and rcpatriation
conditions

(iv) Provision of land under favoura'le short/long tsrm
conditions

(v) Goverament gramts such as those tovards the cost of
the enterprise cspecially with regard to the com-

struction cost of premises

(vi) Other fiscal/financirl induccments.

(b) Government provision or participation in the provision cf
(1) Factory buildings
(11) The industrial, comsercial, financial infrastructurc
(111) Transport amd commnications facilities
(iv) The service infrastructure

(v) Ancillary industries

(2) Availability and cost of labour :

(a) Wage ratcs and total cost of labour

(b) B8ize and nature of the labour force

(1) Skille
(i1) Education




ot g
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3)

(4)

(5)

(6)

(c¢) Availability of suitable labour the regionul/national
unemployent situation,

Geographical position :
(a) Availsbility amd cost of obtaining rav materials

(b) Accessibility to markets and cost of delivery of end-products.

Government promot ion of the EPZ to potentisl new firms.

Previous estsi liahment of an industrial infrastructure contaiming
firms complementary to those of the new entrant.

Availability of a well-founded service infrastructure including:
(a) Trensport facilities

(b) Electric power

(c) Water supply

(d) Sewersge and drainsge, etc.

(e) Other public utilities smd servicrs.

(7) Availability of commercial/fimancisl services and the presence of

a developed business/commercial compuuity.

Metale Compeny 1

(1) GCovermment or Industrial Development Corporation assistance, and

inducements to new industry :
(a) Goversment provision, or participation in the provisiom, of
(1) Factory buildings
(11) Transport and communicatioms facilities
(111) The service infrastructure
(iv) The imdustrial, commercial, fimancial infrastructure

(v) Amcillary industries

2-13
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(b) Tax incentives and development grants

e S 2 PR T T T

(1) Duties on imported materials and on finished products

(11) Incomes, profits, dividends, taxstion snd repatriation
conditions

(1i1) Duties on plant and equipment

(1v) Provision of land under favourable short/long term
cond itions

(v) Other fiscal/financial inducements

(vi) Govermment graamts such as those towards the cosi of
the enterprise especially vith regard to the

construction cost of premises.

Availability and cost of lalour :

Sizc and nature of the labour force
(1) Skille
(11) Education

Availability of suitable labour, the regional/nationmal
unesployment situation

Wage rates and total coat of labour

Availability of a vell-founded service infrastructire imcluding :

Transport facilities
Electric power

‘later supply

Sewverage and draimage, etc.

Other public utilities and services

Geographical position

(a) Aveilability and cost of obtaimimg rav materiale

(b) Accessibility te markets awd cost of delivery of emd-preducts

1-14
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(5) Aveilability and cost of capital, locn]l and international.

(6) Availability of commercial/financial services and the presence of
a developed business/commercial comsmunity.

(7) Previous eatablishment of an industrial infrastructure containing
firms complementary to those of the nev entrant.

(8) Government promotion of the EiZ to potential nev firms.

Rlectromic Svupany 1

(1) Govermment or Industrial Development Corporation assistance, and

inducements to new industry :

(a) Government provision, or participation in the provision, of :
(1) The service imfrastructurc
(11) The imdustrial, commercis!, financial infrastructure
(1i1) Transport and commmications facilities
(iv)  Factory buildings

v) Ancillary imdustries.

(b) Tax incentives and development granta :
(1) Duties on plamt and equipment
(11) Dutiea on imported materisls and om fimished producta

(1§1) Provision of land umder favoursble short/long term
condit ions

(iv) Govermment gramts such as those towards the cost of
the emterprise especially with regard to the construction

cost of premises

(v) Incomes, profits, dividends, taxstiom smd repatriation
conditions

(vi) Other fiscal/fimancial inducemeats.

2-13
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(2) Availability and cost of labour : g
(a) Size and nature of the labour force : g
(1) Skills

(ii) Education

(1) Availatility of suitable labour th: regionsl/national

unemploynent situation
(c) Wage r1ates and total cost of labour.

(3) Aveilability of a well-founded service infrastructure including :

(a) Other public utilities and servicea

(b) Transport faciliiies
(c) ERlectric pover
(d) Water supply

(e) Severage and drainage etc.

(4) Geographical poaition :
(a) Availatility and coat of obtaining rav materisls
(b) Accessibility to markets and coat of delivery of end-products.
(S) Previous establiahment of an industrial infraetructure contcining
firms complementary to those of the mew entramt.
(6) Covermment promotion of the EPZ to potential nev firme,

(7) Availability of commercial/financial eervicee and the presence of
a developed businesa/commercisl commmity.

Elscixonic Company LI

(1) Govermment or Industrial Development Corporation assietance, and
tnducements to new imdustry !

(s) Govermment provision, or participation im the provision, of :
(1) The service infrastructure

(11) The indvstrial, commercial, finencial infrastructura

2-16
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Q)

3)

(4)

(3)

5 RS 4

(b)

(1i1)
(1v)
(v)

T T T T . P

Transport and communications facilities

Ancillary industrice

F “tory buildings.

Tax incentives an development grants :

(1)
(11)

(111)

(1v)

(v)

Duties on plant and equipment
Duiies on imported materiala and on finished produc ta

Provision of land under favcurable short/lomg cerm
conditions

Government grants such as those tovards the cost of
the cnterprise especially vith regard to the

construction cost of premises

Incomea, profite, dividends, taxation and repatriacion

conditions.

Availatility and cost of labour :

(a)
(b)

(¢)

Wage rates and total cost of labour

Size and nature of the la'our force

(1)
(11)

Skille

Bducation

Availability of suitable labour. the regional unemp loyment
situation.

Availability of a vell-founded service imfrastructure including

(a) Electric pover

(b) Water supply

(c) Severage and drainage stc.

(d) Other public utilities and services

Other factor - political stability.

Availability of commercial/fimancial services amd the presence of
a developed business/commercial commumity.

2-17
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(¢)

1)

(8)

GCeographical position
(a) Availability and cost of ohtaining raw materials

(b) Accessibility to markets and cost of delivery of end-products

Previous establisiment of an industriazl infrastructure containing

firms couplementary to those of the mew entramt.

Governmen: promo’ ion of the EF. to prtential mew firus.

2-18
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2B.  OTHER FREE ZONES IN TAIWAN

As o result of the achievements of haohsiung Export Processing
Zone (KEPZ), thc govermment decided in 1969 to open up two morc mct
frce zones, thc Nantze EPZ (NEPZ), and the Taichung EPZ (TEPZ),
These tvo EFZ's do not have direct nccess to ¢ port. Sigmificanmt
information On the NEPZ nnd the TEPZ i{s prescnted bclow.

28.1  lecation

(a) Both are ncar mejor urban areas: the NEFZ is situated in
Kaohsiung City, 25 kilometres morth of the KEFZ: the TEFZ
is loceted about 9 kilometres morth of Taichung City which is
the largest city im central Taivam. Both areas have abundant
labour supply.

(d) Transportation Infrastructure
(1) Inland communications :

Kaohsiung and Taichung are commected by roads to all
parts of Taiwan and directly by rail to most of Taiwan.

(11) Sea communications :

The NEPZ is about 20 kilometres from the Kachsiung
Harbour thc TEPZ is about 200 kilometres from the
Keclung Habour which is also an international port
with both coastal and decp sea shipping service
aveilable,

(111) Afir communications :

The WEPZ is about 26 kilometres from the Kaohsiung
International Airport the TEPZ is about 16 kilometres
from 2 local airport and 174 kilometres from the Tapei
International Airport.

2-21
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28.2 Pature

(a) NEPZ

The NEXZ has a physical area of 90 hectarcs. Its cstablish-
ment 18 actually an expansion of the NEKZ. 1t is dusigned to occommodate
about 2C0 cxport cmterprises 101 were aprroved as of October 31, 1974,

75 have alrcady started production and 26 are undcr construction,

Most industrics im the NEPZ arc latour intemsive. The
ma jor ones arc clectronic products, plastic products, mctal products,
chemical products, and handicrafcs. The estoblishment of the plastic
product industry amd thc chesical product industry is attriiutcd to
the proximity of the petrochemical complex in Kaohsiung, which servcs

as the formers' main local supplier.

(v) Iz

1n order co utilize thc labour forcc in the centrzl part of
Taiwan, thc government established the TEPZ in 1969. The disadvantage
of its location is the distance from an internationz]l sirport or am
intcrnatfonel port. For this rcason, the exporting industrics
cncouraged in the TEPZ arc not only labour intensive but slso of high
value products, such as precision machinery ond instruments, clectronic

products and photographic and opticel goods .

TEPZ, with an area of 23 hectares and with a cepacity for
S0 enterprises, is the smallest of the three EPZs, As of October 31,
1974, 43 exporting enterprises vere approved, 35 are in production

and 8 are under construction.

3.3 Irspepertaotion

The Trensportatics Scrvice Cemtre in each EPZ provides
serviccs to all entcrprises in the zomes. This adds to the trans-
portation costs of the products proccssed. Emphasis in these rones
is therefore given to high value products.

2-22
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2B.4 Method of Financing
(a) Finance of Export Processing Zones

The construction expenses of zone infrastructure and the zone
administration e-penses for the first three years were financed by
donetions and loans fron the Council of Iniernational Economic

Corporation and Development (CIECD).

For the recovery of zonme expenses, import license endorsement
fees, public facilities maintenance fees, export certificate fees, and
export trade promotion fces are imposed, and 2 10-year charge on
{nfrastructure cost upon the land lease is assessed on export

enterprises in zones.

Zonc finance viatility is not necessary but preferred. In
1973, zone revenues exceeded zone expenses. The same situation is

expected in 1974.

(b) nce o t i anies

The companies established in the EPZs have to securc loans
for themselves. MNany companies obtain their loans through their
overseas head offices, However, there are verious short-term loans

and long-term loans available in the Republic of China.

2-23
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SINGAPORE US S

3.1 me o stete

Singapore conteins four mejor industrial estates of which
the lergest is at Jurong. The others ere at kranji, Senoko and
loyena., For tariif purposes the vhole of the Singapore Republic is

treated as an export processing zone.

Singapore has e population of just over 2 million people,
a size vhich is not sufficient to support amy substantial industrial
development. Accordingly, the port and transhipment facilities have
played a major part in the economic progress of the country part icularly
through ths trade passing through the industrial estates, but also vith
the devslopment of oil storage and mooring facilities for tankers.

The latter has led to the drvelopment of five ref ineries.

Trade from the Export Processing Zones is mainly sea-borne,
although there have been one or two recent developments such as
electronic assemtly end optical instrument industry vhich are using

air tramsport. ;

3.2 ty t r 8

All the industrial estates are within 14 miles of Singapore
city and vithin 10 milss of major port facilicies.

33 rt t
(2) lpland Comsynicatjons

Therc is a good metalled road metwork covering the entire
$3land. Therc is elso a road linmk to Vest Malaysia over ths Johore

Causevay.

Singapore .s linked to West Malaysic by the Malayan railwey
system vhich crosses the Johorc Causewvay and terminates mear Keppel
Harbour where & branch line provides e commectiom to the docks and
varehouscs. A branch line also links up vith Jurong Industrial Rstate,
whers & complex of tracks feed various parts of the estate.

3-1
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There i3 no inland water link other than a short stretch of
the Singapore River thich serves some warehouscs from ships anchored

in the roads.

(b) Se tions

There are coastal shipping services to Indoncsia, West Malaysia,
Fast 'wlaysis, Thailand, Burma, Philippines, Hong Kong and Taiwan.

Singaporc is onc of the vorld's leading scaports, being used
by more than 200 ma jor shipping lines providinp scrvicer to all parts

of -he wvorld including containcr serviccs 'o Europc, Japan and the U.S,

(c) i L tions

There are air services, both passenger and freight from
Singspore Internaticnal Airport (o all parts of thc world, excluding
South Africe. f

3.4 "Olt !.stlit;!.

Port facilities are situated along the southern coast from
Singapore River to Juromg on the west. Thesc facilities are under
the zdminiatration of the Port of Singaporc Authority (PSA). The port
srcas comprising 950 acres of land and 225 sq. miles of water are :

(a) Keprel Harbour, vwith wvharves extending 3 wiles along the
southern coastline, the berths, except those at Empire Dock,
have a depth of 33 ft. at zero tide

(®) Container Port at East Lagoon, comprising 3 meinm berths of
3,000 feet with &4 ft. at zero tide which allow 3 container
vcesels to berth at the vharves at the same time, and ome
fceder berth of 700 fect with 34 ft., at zero tide.

(c) Tellk Ayer Basin, with 2,100 feet length of wharves and &
depth of 14 feet at zero tide for coastal vesssls and lighters,
a fimger pier is also availatle with a length of 1,240 feet
and a depth of 21 feet,

(4) Sembavang Port, at the morthern end of the island there PSA
operates 2 Lerths with a total of 1,197 feet while the depth

3-2
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of :atev {8 34 fuet at zcro tide thie port is suitable fer
handling lov-value, high-volume homogencous cargoes and has
facilitics for handling conteincrs.

(<) Jurong Port, cescntially a Lulk-handling port scrving th.
Jurong Industrial Fstate 3,000 fcet wharf vith 5 herths
and a depth of 3b fect atL zero tidc is available for ships,

All port facili ics have direct ecccss to the industricl zoncs.

The Authority is developing a wm:jor coastal port alomg the
Vest Coest to providc 4,200 ft. of Lerths for lightcrs and coastal
vesscls and 115 ~cres of back-up land or vhich therc will be 2.6 million
sq.ft. of transit shed and :erchousc spece. Reclamation work and the
construction of wharves has becm completed, and the whole project is
expected to te complcted by 1975,

3.5 Physic:z1 Arca of the Jurons Estate

The arca sct aside for industrianl cstatcs om vhich dcvclopment
had bcen connlcted in December 1973 wcos about 1G,000 acrcs, of which

8,200 acres ucre in juronag.

3.6 be War 8 .

By the «nd of 1973 Jurong had 2 total of 504 imdustrial
establishments in production cmploying about 60,000 workers. A further
143 factories were umlcr various stagcs of construction. Thc eventual
aim for Jurong is an .ndustrial estete of 14,000 acres vith over 700
factories and a total wmployment of 63,000 workers. To service this
area 67 miles of modern wetalled roads have becn constructed,

3.7 Orsonisctien of the Auwthevity

There is no BPL authority as such, but the Jurong Town
Corporation is entrusted vwith the responsibility of managing all
industrial cstates and eites in Singaporc imcluding the social amemities
for the advancement of the vell beimg of the people living amd working
in such imdustrial estates. The Corporation has a Chairman and 15
members who are appoimted by the Government and represemt :
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(a) Commissioncr of Policc

(b) Public Works Deportment

(c) Comuissioner of Lands

(d) Ministry of Environmen.

(.) Ministry of Fin'nc

(f) Putlic Utilitics Boarc

(g) lcus ing and Developucnt Bocrd
(h) Fort of Singaporc Authority
(1) N:tional Traces Union Congrcss
%)) Industry

The <rccutive head is the chairman vho is assis:cd by &
Chicf Administrative Officer and a Deputy Administrative Officer.
There ore five divisioms in the Corporation :

(a) Comstruction Division

() Design Division

(c) Industrial Estatcs Division
(d) Sceretariat Division

(e) Financc Division

The Corporation is expectcd to be financially viable. It
{s financed by loans from the Govcrmmcat of the Republic of Simgnpore
snd from cther sources, interest being paid on sll loans at varying
rates, from 4% to 9%% per anamum, the bulk of vhich is at 5&% per
enaum. At Decewber 31, 1973, thc Corporation's profit and loss

sccount showed @

(e) r surplus lcfore intercst charges of 8845,036,000
of which 887,514,000 was attributable to the port

(») a surplus sfter imterest charges of 8518,110,000,
cf which 884,796,000 vas attributable to the port,

(¢) revemuc of 8$39,510,000 for remts of industrial
premises, and 812,511,000 for port charges;

(d) a returs om capital employed for 1973 of B8.1%
before imterest and 3.3% after imterest charges.

3-4
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Fixed asseta of the Corporation as at 3lst Dccember 1973

were §$603,000,000 at cost price snd their written down value wvas
$$590,000,000. The costs comprise :

© . TN i

Cost Net
8§ million Book Value :
$8 ailiion ,»
(a) land acquisition 170 170
(b) land development 166 166 "
(c) port development,
including structure
and equipuent €5 57
(d) buildings 183 178
(e) social amenities 19 19
88603 M $$3590 M ;

3.8 Rectore Infivencing Choice of $ice
The choice of the Jurong aite vas governed by four main

factors :

(a) the need to devslop avay from the city

(®) the proximity of the Singapore port, and the
existencs of s astural harbour for development
into the Jurong Port

(c) low price State owned lasd

(d) small population om the site, thus easing %
problems of relocating peopls.

The Site comsisted of hills and mangrove s amp. Reclamation
was achieved mainly by levelling the hills and 71 million cubic yards
of soil were moved betveen 1961 and 1971.  3f the 6,500 acres rsclaimed
in 1971, alout 270 were recovsred by dredginy, material 14fted vhen
comstructing the Gul sea chamnel. This did sot requirs sdditional
dredging.
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3.9 ¢ sis of T Rents in the E

Land values in Jurong Industrial Estate range from $2.30 to
$€3.00 per square foot. Lease rentals are calculated at 6% of the value
per square foot per snnum and are normslly available on a 30 year
lease with an cption to remew for a further 30 years. Revision of
land value is madc once every 5 years with a guarantee that the
increase will not be more than 50% of the preceding value. The
period of the lease depcnds also on the location of the site, the
type of industry and total investment madc. There is no element of

subsidy.

The Jurong Tovn Corporation designs and constructs atandard
factories to house light industrics and these are svailable for sale
or rental to industrial enterpriscs requiring ready tuilt premises for
immcdiate occupation. The smallest factory building occupies a
floor space of 9,36C square feet and cam be either rented at a price
of $27,000 per annum or sold at a price of $133,000, while the largest
factory building which has a covercd area of 35,000 square feet may
bc rented for $81,000 per annum or sold for $400,000. The maximum
lease period for all standard factory btuildings and land im the light
industrial area 1is 60 years,

The factors determining the admission of imdus:ries have
changed since the Zone was cstablished. Initially they wvere to
provide work by promoting lahour intensive industrics and, as there
is a limited home market, to provide cxport carmings. Therc is now
no surplus labour and the cmphasis is om providing modern tschmology
to use akills rapidly becoming available vithin the indigenous population,
and to start up more capital intensive operarions.

3.10 Iing Teble of Development

The devclopment history of Jurong Imdustrial Estate in tsrms
of land allocated to imdustrial establishments, factorics operating
and labour cmployed was as follous :
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i Year ' :::c::: Pactories i Bumber |
! (acres) operating Employed |
1 1963 ‘ 249 A 50 3 - !
. 1964 : 6416 | Mot kmovm | -
1965 500 ; 80 .
! 1966 ' 112 ‘ Mot knowm -
: 1967 929 ‘ 100 ‘ -
1968 1,204 ! 153 Mot kmown
L1969 . 1,381 : 202 17,000
1970 ‘ 2,100 271 | 25,000
o en ' 2,938 : 337 36,000 ‘
1972 L 3,1 ; 430 50,000 |
1973 3,496 | 504 ' 60,000 |

As crn be scen from the above Table, development was slov ia
the early years amd it was not until 1967 (5 ycars after the establishment
of the Zone) that there was amy fast growth. There has becn 8 slovw-
dowa in recomt years as a result of the gencral world ccomemic situation.
By 1973 there crc 60,000 people omploycd im the Zome.

3.11  [Facsgrs which Attracted Firmg

The main factors vhich attrscted firms to the srea vcrxe :
(s) the supply of lsbour, the majority educatod in Emglish

(b) the lack of lsuour disputes; for example, over a peried
from 1970 - 1973, stoppages and mewn-dsys lost were :

Isax Stoananss Men-daye lest
1970 5 2,514
1971 2 5,449
1972 10 18,233
1973 5 2,293
1974 - WL

(six momthe till Jume)
(c) first-class bsnking, insuvamcc and fimancial facilities
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(d) good cfficient port facilitics

(¢) tex relicfs for cpproved mcw and expanded indusirial

undartel.ings
(f) political statility

(g) govcernment cquity porticipotion, up to 507% in smnllcer

menufacturing firms producing itcms mot previously made in
Singeporc

(h) chcap and efficicat povcr supplice

.12 N \' er Fi

Thc main attractions of 8imgaporc are its geographicul
situation, thc sdvenccd development of its port and tradimg facilitics
aed the banl'ing and financial facilitics - hich arc recadily available.
For a 100 ycars Simgapore has been a financicl cnd tradimg centre for
the wholc of South-East Asia, rivalled only ty Hong kong. To cmcourage
industrisl dcvclopment, vhich vas needed to supplement the trading base,
tax inccntives are offcred in the form cf Economic Expansion Incemtives
which cover fivc main areas described bclow. Of six companies inter-
viewed in our Survey, four gave tax inccntives as 2 major rcason for
sctting up in Singaporc. The follovimg arc the tax incemtives
offered :

(1) pioncer industrics; imdustries vhich arc considered
as mot being carricd on o scale adequatc to the
economic needs of Simgapore, are given tax rclief

for five years

(2) expansion of established emterpriscs; expanding
existing approved emterprises cre given tax relief
om part of "exponsion income' for a period of up
to five years:

(3) foreign loans for production equipment; tax
exemption on interest is granted to foreign
lemders on certain conditioms;

(4) royaltics, fees and development contributioms;
tax exemption or reduction is granted on payment
of royalties under certain comditioms;

3-8
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(5) »nroduction for export, tax relief on "additiomal
export profits' for five years after granting s

certificate.

(a) Pionecr Industgies

A "Pioneer Industry' is an industry which is considered as
noi being carried on in Singapore on a scalc adequate to the economic
needs of Singapore and for vhich therc arc favourable prospects for
dcvelopment. The tax relief period of a ploneer enterprisc commences
vhen production of marketable quantities starts and is granted for a
period of five ycars to companics vhich incur or arc intendtng to
incur fixed capital cxpenditurc of mot less than S$§1 million.

Fixed capital expenditurc in this context mcans capital
cxpenditure incurrcd ty the ploncer cnterprisc on its factory in
Simgapore, and on any plant or mechinery used in Singapore in
connection : ith its piomecr product. It should be noted that such
expenditure must he in relation to the pioneer product and not to
other products.

A pioncer enterprisc cennot carry on another tradec or
busincss during the tax relief period unless written permission has
been granted for such separatc busincss for vhich separate accounts
must bc maintained.

Dividends vhich ere declcred out of the profits of piomecr
enterpriscs arc exempted from tax. Wherc losscs are incurred during
the tax relicf period such losses may only be set off against pioneer
income, they cannot be carried forvard after thc tax relief period.

A pioneer cmterprise must submit rcturns of income to
the Tax Department every year, and the Comptroller of Income Tax
shall issue to the pioneer enterprise a statement shoving the amount
of such income for that accounting period. If this statement of
{income has become final and conclusive (i.e. mot objscted to by the
pioneer enterprise) them it shall be credited to a separate account
from wvhich tox-free dividends mey be distributed.

3-9
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(L) !xumion of Established Enterprisss

The tax incentives for established enterprises which are
not pioneer cantarprises are in respect of increased manufacture.
Thesa incentives are only granted if the Minister is satisfied Lhat
the increased manufscture of the product of sny industry would be of
economic benefit to Singapore. Such sn industry would be declared
an "approved industry” and its product an 'approved product® for Lhe

grant of expansion certificatas.

Applications for an Expansion Certificate may be made by
any company intending to incur nev capital expenditure for the purpose
of the manufacture or increased manufacture of an approved product.
To qualify for this incentiva an expanding enterprise must incur or
fntend to incur nev cepital expenditure of st least S$10 milliom.

The tax relief period of an "expanding enterprise’ commenccs
on its "expansion dste” and v 111 continue for a period determined by
the Ministar, but is not to exceed five years. Tax exemption applies
only to a part of the "expansion income’ as computed in accordance

vith tha following rules :

(1) the expansion income means the income for amny
accounting year during the tax relief period,
and ascertained im accordsnce with the provisions

of the Income Tax Ordinance;

(2) such expansion income is compsred vith pre-rclief
income (i.e. tha corrssponding income for the
accounting year praceding the tax relief period);

(3) no tax raliaf is given if the axpansion income
1s equal to or smallar than tha pre-relief income

(6) 1f the expansion income is greater, then the
tax reliaf is applicable only to that portion
of the expansion incone as calculated im this

manner

Nev Capits] Expenditure + Cost of Provious %npttﬂﬁiipenluuc
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(c) orei ans for rroductive Equ nt

The tay incentive applicable for foreign loans is intended
to make it attructive for a forcipn lender to supply credit facilities
to any cor.pany in Singapore for purchacing product ive equipment such

ss plent and inachinery for industrial use. Conditions whici: rust be

sstisfied hefore a certificate is granted for such & foreign loan are :

(1) the loan must be for an amoun’ not less than

§$200,00G;

(2) such productive equipment purchased shall not be
sold, trsnsferred or dieposed of before the loan
has Leen fully repaid, unlcss prior writren

permission has bsen granted 'y the Minister

(3) the foreign lender does not suffer incressed tox
l1iability in his owm couniry vecause of the tax

exemp: fon on the loan interest.
Once the certificate has been obtained

(1) intsrest on the loan irs not subject to tex im

Singapore,

(11) 0o deduction of tax at sourcs from such interest

is vequired.

The psriod of tar exemptionm .o the foreign lender vill
mormslly bs similar to the repayment period, lut it tskes sffect
only from the year of sssessment 1967 sad omards.

(d) tigs byt

It is possible for s company to apply to the Minister to
csrtify that payments for royalties, fses or tschnical kmovwledge are
approved royalties, fses or contributioms. The effsct of such &
cortificate is to reduce or exsmpt ths tax leviable on the royalties,
fees or contributions. For example, if a Singapore company pays
royalties to a foreign person (i.e. s mom-resident), the mormal tax
treatment is to tax such payments at source before remitting such
payments overseas. Dy ottaiming a certificats from the Miaister,
the tax wvhich a mom-residsat has to pay om ths royaltiss, fess or

3-11




s R FHTG

S O E R S . i

a4

o T T ST ¥ T R S KR o PR R T R e RIS . Ao

contribut ions is reduced from the normal rate of 40% to 204, Alter-
natively, where the Minister is satisfied that it is expedient to the
public interest to do so, the vhole payment of 40% can be exempted from

tax.

The tax relief or evemption provided above can only apply
if the Comptroller is satisfied that such relief or evemption does
not result in an increase im liability to tas by the non-resident
person in his country of residence. This is important because other-
wise the bencfit is not reaped by the non-resident nor by the local
manufacturing company. For cxample, if the tax rate of 40% is
reduced to 20% 4t is possible for the non-resident person to reduce
the amount of royalty and still gaim by it becausc of reduced tax

lialility in his ovm country.

(e) Product ion for Export

The Minister mav approve amy product manufactured in
Singapore, or the produce of deep-sea fisheries as an expor' product
or cxport producc. Any company vhich is wanufacturing or engaged
in such product or produce may apply for an Export Enterprise
Certificate. The conditions for thc issuc of such a Certificate
are that the cxport sales (f.o.b. pricc) must not be less than 20%
of the value of total sales and muat also be above $$100,000 per year.

The tax relief period for a non-pioncer enterprisc is for
five years commencing with the first approved export ycar. For a
pioneer enterprise, the tax relief period for toth pioneer status
and approved export is eight years. In certain :1rcumntnncel the

relief period can be extended to fifteen years.

The amount of tax relief is arrived at by ascertaining
the excess of the export profit over the average annual export
profit of the tarce years immediately preceding the date of application
for approval aa an export enterprise. The relief is equivalent to
90% of the qualifying export profit and such profits are exempt from

tax.

3-12




E 2

§
i




-

oy PR TR

R

o e TR R AR N N SR s o A

4.1

4.2

4.3

b4
4.5
4.6
4.7
4.8
4.9
4.10
4.11
6.12
4.1
bo1b
4.15
4.16

ANNEX 4-4

Introduction
The Establishment of the Industrial Estate

The Aims of SPADCO and Factors lafluencing
its Growth

The Devslopment and Growth of SPFADCO
Investment in Shannon )
Dirsction of Trade

Range of Products Mamufactured
Fromotional Policiss for SFADCO
Custoas Procedures

Adainistrat ion and Organisation
Control

Procedure for Admission

Finsncial Objectives amd Profitability
Impact of the Industrial Free Zone
Return on Investment

Shannon snd the BEC

Shanmon Customs Pras Alrport
Legislation

Figurs Mo. 4-1 Llayout of Industrial Rstats

T S S T DU

Page

4-1
4-4
4-5
4-6
4-7

4-8

4-12
b-14
4-15
4-13
4-16
4-17
4-18

Follows
h’. m o" l




e A Rt m

LS

SECTION &4

S INDUSTRIAL FREE ZONE

S EE A EVELO (v SFAPC

4.1 Introduct ion

The Shannun Free alrport, Ireland, waes the first Free
Zone to be set up and is one of the more successful operating zones
in the world. The motives for its estsblishment differed from
those in other countries, and the advsntages offered due to geographical
and other reascna are inevitatly of s different nature from those
provided by locations such ss Monrovia. It is nevertheless uaeful
to examine the operating cxperiemce of the industrial estate amd tg.
evaluate its grovth. Conclusioms drain from this experience
relevant to the proposed zone in Monrovia have been incorporated in
Volume 1 of this Report. Figure 4-1 shows the layout of the Industrial
Estate at Shannon.

4.2 The Estal:lishment of the strial Eatate

The impetus given to the development of the Industrial
Estate wes the nced to attract traffic to replace losses vhen flights
began to overfly aa a result of the development of long range jeta.
The Customs Free Adirport was set up by legislation in 1947.  The
legislation of 1959 expsnded the concept into one of a manufacturing
zone and set up SFADCO. Amendment Acts of 1965, 1968 and 1970 set
up the company in 1its present form. SFADCO is at present reaponsible
both for the Airport snd for regional development in the Mid-West

region of Ireland, as vwell as for the manufacturing zone.

4.3 A 8§ and Factors u its Grovt

In the early years, SFADCO's task was to find commercisal
reasons vhy airlines should use Shanmon, and a progrsmme was evolved
to stimulate the flow of passengers and cargc. This inwdlved the
construction and promotion of warehouses and factories, the provision
of housing and related community facilities, the development of
tourist facilities and the emcouragement of air traffic through Shannon.

4-1
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Since 1968 the company has expanded its fumctions to include imdustrial

development in the Mid-West Region of Ireland in its brief.,

The nims of SFADCO have thus expanded considerably over the
years and at present as much emphasis is given to development outside
the Zone as to attracting industries to it. The Zone itself could
therefore be regarded as moving into a neu phase of development ‘here
the criteria for the admission of industries to the Zone can bc more
selective and orientated towards more sophisticated and technological
industries cs vell as those which are wore sclf-contained anc not

dependent on 'captive' markets of thcir parent companies.

A number of factors were prominent in attracting industrial
development to Shannon. Incidental factors werc Ireland's location
on a main trensportation axis between Europe and America, and the
fact that the country was English-speaking and had close connections
with the USA. Experience of operation has shown that the following
operational factorg, evaluated im order of importancc, vere of great

influence to potential imvestors :-
(1) Tex exemptions
(2) Government grants

(3) Labour availability at a relatively low cost
compared with other locations

(4) Prepared sites and advance factories

(5) Simplification of administration and customs
procedurss

(a) Iax_exsmptions

At the start of the operation of SPADCO full tax exemption
on profits was granted to companiss uatil 1981, This has been
extsnded till 1990. On the other hand this edvantags has been
lsssened to some extent by the edvantages given to companies setting
up in Ireland as & vhols, vhere full exemption is granted umtil 1985
and reducing allowance uatil 1990.

4-2
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(b) Government ts

Theee are given in the form of allovances on capital
expenditure on nev plant and machinery as well as annual allowances

for depreciation, and in some cases !

(1) Non-repayable grants of up to 4 per cemt of
new plant were given (nov reduced to 25 per cent), and

(2) Full tialuing costs paid by the Covcrament.

(c) Jabour Avajlabilicy and Cost

This vas one of the main attractions of Shannon to potential
investors. However, in recent years the advantage has been ninimised

as Irish wage rates have approached rates rulimg elsei here.

@ ° "Sta ries

The total area of the Industrial Estate in Shannon is 280
acres of hich 31 acres have been fully developed. 117 advance
factory units had been provided umtil 1974, of vhich 71 vere standard,
20 verc small and 26 special. In addition, office accommodation has
been provided for service companies. The size of standard factories
has been increased from 16,750 sq.ft. in Fhase One to 18,750 sq.ft.
at present. Small units provided are 5,800 sq.ft. The factory
bay can be divided into the folleving

A. Officec area 1,875 aq.ft.
B. Production area 11,250 aq.ft.
C. Pactory Toilets
D. Loading Bay

E. Boiler House
r. Corridors

G. Yard 3,750 8q.ft.

Total area 18,750 sq.ft.

1,875 aq.ft.

The bays are laid out in blocks of ten (2 end bays and
8 internal bays). All infrastructural facilities are provided,
including electricity, water and drainage, heating and vestilation.
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The factories were conatructed in auch a way that adjacent
bays could be taken over for expansion of exiating units. Total
area covered by the factories was 3 to 4 acrea. Clients have an
option to purchase factoriea after five years. These are sold at

cost price.

(e) Simplification of Admipistrat ive and Customs Procedugea

Although the original {ntention vaa to use mainly the airport
gscilities, a large proportion of the trade is in fsct port oriented
via Waterford and Dublin. Goods are bonded in transit across Ireland
and papervorkh is rapidly processed through Cuatoms at Shannon.

(f) Other Factors
Communicstions internationally and nationally have also

plsyed a large part in attracting potential investors. The p°olltlcal
stability of the country is another attractive factor.

b.b De t Grow -]

The grovth of the Industrial Estate of Shannmon is indicated
in Table 4-1 : TABLE 4-1
1960 1965 Joj0 )9¢

1. Imvestpent (tm.)

State 0.3 3.3 9.0 16.2
Private 0.2 6.5 12.0 14,5
Total 0.5 7.8 21.0 28.7
2. [Esploysept
Male 150 1538 2899 2894
Pesale 00 1389 1o 1681
Total 250 2927 4504 4573
3. Experts (tm.) n.a. 1963 1970 1913
Alr 18.8 35.0 n.a.
Surfaca 22 LYY

6. Imperss (t=.)

Alr n.8. 12.4 18.2 B.a.
Surfaca 1 ] a1 Bals
0 2 1.9
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1961 1965 1970 1974
Indystrial Estste
Alrfreight (connes)
(1) Imports 259 479 1000(est) 982
(2) Bxports 300 527 2598 2248

Source : SFADCO Reports
The general trend observalle from the above statistics is
of & 6low build-up until 1762, followed by a fact growth tetucen
1962 and 1966. This aloved down umtil 197C. Since then there has
been a decline, mainly reflecting the general economic downturn of

the world econouy.

The first phase development of Shannon consisted of an
estste of 30 scres with stsndard factory ungts of 16,50C sq.ft.
This took eight yean. to develop. By 1974 the arca for the Industrial
Estate had expanded to 280 acrea, of which the total comstructed area

amounted to 1.8 million sq.ft. comaisting of :

Factory Baya 91
Specisl factorics 14
Warchouses 12
Office blocks 4

The total number of firms which had set up factories om the
Rstate by 1974 vas 64, of which 33 are manufacturing firms. This
represents sn average of 2 to 3 manufacturing firms a8 year. In terms
of job creation an average of 500 jobs per year were created until
1970, since when the trend of employment has remained relatively
steady. The average ewmployment per factory is estimated to be 80
most companies however employ much less (average 40 to 50 persons)
as the total number is boosted by three factories emplyimg 1100, 300
and 400 respectively.

4.5 lovestment iw Shanmop

An indication is givem below of the source of investment

in Shanmon.
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Firms,
Country of

Origin
Ireland
U.s,

US/Uh
US/SA

UK

Japan
Italy
Sveden
Switzerlend
Canada
Austria
Others

Total

Total (of w' ‘ch ma
18 2
213 18

1 i
1 1
6 3
1 1
1 1
1 1
2 1
1 1
1 1
€ 2
66 3

Source : SFADCO.

acturgi

The ma jor investment has therefore been frox American firms.

4.6 Rirection of Trade

Most companies have primarily been ecstatlished to serve

their parent companies in the States, as indicated in the direction

of trade in Table 4-3.
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§ n Trade by Aregs 1973

Area (origin for imports

stination for exports te - % Exports - %
1(0005 EQOOOS

Member countries of EFC 5,979 25 16,807 36
United Kingdomn 3,062 13 7,3% 16
Other EEC countrics 2,917 12 9,413 20
Member countries of EFTA 1,902 8 3,516 8
Other OECD member countries in Europe 1 - 305 0.4

Dollar countrice :

U.S.A. 1,748 7 20,146 4]

Cavada 68 1 430 0.5

Othe. dollar countrics - - 146 0.1

All other areas 16,161 39 5,39 12 ‘
TOTAL 23,859 46,940

Source : SFADCO
The major trading areas heve been the USA and EEC countries.

In terms of quantity about 50 per cent of the goods moving
in and out of the Zone have used the ports of Waterford amd Dublinm.

4.7 Rapge of Preducts Mpmyfactyred

The folloving typcs of firms are curremtly established in
the Shannon Free Airport Zone :

1. [Engineering products : Pusps for lubrication amd coolant systems.
Rpoxy formulatioms for imdustrial
manufacture and tooling.

Deburring equipment.

Tungsten Carbide Drillimg tools.
Specisl cuttiang tools.

Pine vire, gause and mesh.
Precision fasteners and tools.
Wire drawing dies.
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2. Electronic and electricsl Afrcrsft Arrester systems.
products : Electrolytic capacitors.

Components for radics and other
electronic equipment.
Gas sensing semi-conductor elements.
Scientific measuring equipment and
gas analysis apparstus.
Data processing equiprent.
Plectrical switchgear.
Electronic terminals.
Hygrometers and other electromic
cyuipment.

3, Tevtiles : Ladies jerscywear.
Wool and rayon fa.rics.
Fur hats.
Knitted fabrics and yarns.

4, Plastics Industries : Plastic bag closures and bag-
closing machines.
Plastic components.

5. Miscellancous : Natural and synthetic diamonds.
Pionoe and piano actions.
Printing and printing equipment
accessories.
Intensive care equipment for infants.
Safety helmets.
Precious stone proccaaing.

In addition to the above, there arc numerous service, varehouse

and office operating companies covering a wide range, including
{nduatrial training, treding, banking, comsultancy, accoumtancy, meil
order, electrical and engineering contractors, maintenance of aircraft,

stamp trading and date proceasing.

The Zone is at present endeavouring to attract firms with
more technological emphasis, and indeed some firms in the electronic
field have already expanded their production range in Shannon to wore
complicated products such aa Trinitron T.V. guns, and capacitors.

4.8 3 ) 8 8

In eddition to the incentives offered, SFADCO has carried out
very active promotiomal policics om 3 vorld-wide basis, both through
{ta own offices and those of the Industrial Development Authority in
London, Rurope, and in the United States. Three main policies are
used
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Advertising
Direct Meil
Individual profiles

Dircct mail shots have not been ¢ffcctive and emphasis 1is now

being given to the other two methods, particularly individual industry
profiles. This approach involves indcntifying gro th sectors and

selecting individunl firma to which an individual presentation is made,

Promotion has been cmphasised from the start as being a key
factor in the success of the Zone. This is reflected in the fact
that promctional cxpenses are paid through a government grant and are
not charged as opecrating costs through the rent paid by imvestors.
In 1972 industrial promotion represcnted o figure of almost 10% of
general expenses. This compares vith a figure of almost 50 per cent
in 1960 vhich was the first full year of operation. It has been
estimated that the promotional cxpenmditure on each job created at
Shannon was £3500,

The criteria on which industries were originally admitted
to the Estate have been mnde more stringent and the aim {s nov to
attract more sophisticated industrics. At the same time the emphasis
is shifting from the employment of female to skilled male workers.
However, in the carly yesrs of the cstablishment of the Estate only
basic restrictions were placed on prospective cntrepreneurs (c.g. in
terms of pollution and broad category of imndustry) and every effort

made to avoid ncedless objections. Factories setting up on the Estate

are required to cxport at least 95% of their output.

4.9 Customs Proccedures

Manufacturing companies can only set up operation at Shannon
under a special licence issued by the Irish Minister for Industry and
Coemmerce. This licence is given under certain conditions, the basic
one being that at least 95% goods or services produced should be for
export, or for firms on the estate wvhich are exporting firms.

The licence is grented under the Prce Customs Airport
(Amendment) Act 1958. When in operation, manufacturing companies

can move goods into and out of the Free Customs Zone by three methods :
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(a) Moving goods directly through the Airport

by using Air-Freight to Shannon.

‘b) roving goods throush cn lrish sca-port or

other Afrport.

(¢) dovimg goods directlv frorm (or to) the
Irish Reputlic.

(a) freight

This method is the most straightforward, sincc the Airport
ftsclf is within the Free-Customs Zone. Wo custoiss documcntation is
required, eithcr for importing or exporting. However, the Customs
Officc reccives a copy of the cargo manitcst for statistical purposcs,
and in this way Customs Authorities have am up-to-date record of goods
moved directly through the Airport.

(b) ) dt a ey Fopt - Al t Irela

Although the Free- Customs Zonc Industrial Estate at Shannon
vas set up primarily as a means towards developing air traffic at the
sirport, about two-thirds of all tomnagc moved into and out of the
Industrial Rstate comes through sea-ports in Ireland. This has
necessitated the drawing up of special regulations and the creationm
of special proccdures to deal with the importatiom and export of goods
to and from the Free-Customs Zome going overland through Ireland.
Goods imported into Ireland and intended for the Prece-Customs Zone are
entered Oon & bond nmote - Transhipment Bill - at Port of emtry.

The goods are sealed (if this has not baen done beforchand),
and travel under bond to the Free-Customs Zone boundary. The carrier
presents tha bond note - Transhipment Bill - to the Customs Officer at
the boundary vhc satisfies himself that the seals are intact, that
there are the stated pumber of packeges etc. before allowimg the goods
through.

With regard to goods woved out of tha Frae-Customs Zone and
through the country to a sea-port tha same procedure applias. For
Customs purposes, these goods are decemed to be transhipped through the
Stata under bond. The tond in practice is usually a gencral ome taken
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out by the Shipper to cover all of his consignments. Penaltiés are

very severe amounting to a fine of 57 of annual turnover,

(c) Goods goinp to or coming from the Irish Republic

Every person conveying goods into the Zonme from another part
of the Stste wust carry with him s Carriers Manifest in duplicste signed
by him snd giving the particulars required by the form. The Manifest
in duplicatc wwst be jroduced in the first instance with the goods to
the preventive officer at the Customs Post at the Zonc entrance. The
Manifcsts arc signed and stamped Ly the preventive officer and one
copy is returncd to the Carrier as a pass for the goods. The
Carricr's copy of the Manifest is then presented with the goods and
the rolative cxport specification or shipping Lills to the officcr
st the proper custom stetion within the Airport. The officer examines
the goods to ensure that they correspond to the particulars shown on
the manifest end other export documents beforc alloving them to be
exported, giving a certificate of exportation on the specification
or shipping bills. This applies to goods moving through the Free-
Customs Zone and using the facilities of the Alrport for export.

1f goods are moved temporarily from the Irish Republic for
processing in the Free-Customs Zone, particular care is taken to
ensure that satisfactory identifying particulars of the goods are
given on the rclative specification, and the exact process or proccsses
for which the goods arc being removed into the Free-Customs Zone,
stated. Where practiceble, samples of the goods are taken and
sttached to the copy of the specification retained at the customs
station for comparison with the goods on their re-importation into
the Republic. On re-importation the goods are considered for liability
for special duty - the importer 1is required to make entry on a special
form in all cases, outlining the proccsscs which the goods have under-

gone in the Zome, particulars-of thc various materials in the processing

and on cstimate of the special airport duty chargeable in respect of

each material used. This is to cover a2 situation vhere duty free

materials arc used in the processing of these goods.
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Every person conveying goods from the Free-Customs Airport
by road into another part of the state must carry with him a Carrier's
report in duplicate signed by him and giving the detaile of the goods
required by the form which in fact is used for both incoming and
outgoing goods. The Report nust be presented by the Carrier with
the goods to the officers at the Customs Statiom on lecaving the Free-
Custous Zone. The Rcport is then stamped and signed by the officer.
Since the companies which sct up within the Frec-Customs Zone are
required by la- to cxport all or practically all of their product,
this procedure has been crcated mainly to cater for goods arriving

by air at the Frce-Customs Airport anu destined for areas vithin the
state but outside the customs Zone.

With regard to goods which are moved temporarily into the
statc from the Frec-Customs Zone for cxhibitiom, further processing,
aub-contract work, ctc., a special form is used. This form outlines
the requircments which have to be fulfilled by the firm before it ia
alloved to remove the gooda into the state. It covers both the
removal of thc goods and their return to the Frce-Customs Airport.

It s preacnted in duplicatc - ome copy being retained Ly the customs
officer, the othcr accompenics the goods.  The goods are covered by

bond vhile they arc outside the Free-Cuatons Zonc.

4.10 Adninistrctiop and Orgamisation

The adminiatration of thc induatrial ecstate is the function
of the Shannon Free Airport Development Company. The organisation
atructure of the company ia shovm in Chart &.1. The Company acta as estate
manager, i.c. it builda factories, lecases them to induatrialists, collecta
rents, maintaina the property, undertakea security, etc. Baaic to this
task ia the promotion of induatry. Through the Company, licenaes are
issued to the industrialista by the Minister for Induatry and Commerce i
allowing them to set up operations with the Free-Customs Zone. The k
Company ia not reaponsible for the control of Free-Cuatoms Zone aspecta
of the industrial catate. This ia the reaponsibility of the Irish
Customs Authorities. The Customs Authorities were already located
at the Airport before the setting up of the industrial estate and it

merely required an extension of their activities to cover the control
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aspects of the Free-Customs Zone. It is obvious thst a Company such
as the Shannon Frec Airport Development Company could not be responsible
for the attraction, promotion and continuing development of industry,
while at the sawe time endeavouring to ensure that industry complied
with a set of regulations and procedures. The customs aduinistration
within the Free-Customs Zone is organised along the traditiomal customs
lines - onc preventive officer has overall responsibility for the
functioning of both thc Customs Free Zone and thc normal customs
administration connected with the Airport itself; he acts as the
final arbiter in all disputes and qucstions of procedure, and as such
makes himself frecly available and accessitle to industrialists om

the cstatc. The acccssibility of such a person is thought to be of
extreme importance by the industrialiste on the industrial estate.

11 gmerol g
Control of the Free-Customs Zone rests completely with '
customs administration within the Zone. Comtrol is ensured im |

three basic ways :
(1) creation of adequate documentation procedure
(11) the existence of a physical boundary

(411) the right of frequent imspection by the customs
authorities of the factories on the estate.

Both (1) and (i1) above are interlinked - the documentation
dovetails with the existence of special cuscoms stations at the main
entrances and exits to the Frse-Customs Zome. All carriers of goods
moving into and out of the Zoms are required to stop at these customs
ststions and present their documentation. They can be searched,
seals can be broken snd a genersl visual imspection cam be carried out
of goods. Mors importamt is the statistical tccord of all incuming
and outgoing goods kept by Customs through this documentation
procodure.  Ths Customs Authority vill also have records of goods
coming directly from the Airport itsclf iato the Customs-Free Zone.

R T N PR

This vwill emable the Authorities to keep am accurate check
on the operation of sach Company on the estate. It vill form ths
basis for their froquemt imepection of the accounts, stocks of raw
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ﬁterhl, semi-finished goods and finished products etc. of the various
firms. In practice inspection st Shannon is csrried out on a monthly
basis - each manufacturing firm is inmspected roughly once every four
weeks. Under various acts of Parlisment heavy penalties can be
incurred by firms which do not comply with the regulations as laid
down, or who sre found to Le engaged im activities contrary to those
for which a license was issued. The ultimate penalty in this regard
is the revocation of the manufacturing license for any Company wiich
contravenes the law,

4.12 Proc for Admission

When a company proposes to set up a fsctory in the industrial
estate, discussions are held with the Zone authority when the total |
profile of the project is comsidered. The client then submits a
formal proposal including requests for a licemse, grants, building, 7
etc. SFADCO then carries out spscial assessments of the clients |
credit rating, fimancial fessibility of the project, market studies, etc.

Upon approval, the client pays a registration fee and on
the installstion of the machinery s grant ey be claimed from SPADCO
for new specified machinery,

613 Pisspcial Objectives wnd Profitability

As 3 totally owmed State Company, SFADCO does mot have an
objective to be profitable in financial terms, its achievements being
measured in both quantifiable and non-quantifisble terms. The followving
are the company's sources of fimance :

(s) Shars Capital used for capital investment ia industry (and
tourism) .

(v) loans (repayable) from the Govermment

Thsss are maialy used to build houses in Shannon New Towmn
vhich is adjscent to the Industrisl Estate. 1In additiom, housing
subsidies ars also aveilable.

R RS S it
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(c) Grants in Aid

These are used to cover the opecrating costs of the Company
for one year, including general expenses, advertising and promotiom,

as well as grancs given to industry setting up on the Estate.

(@ Rentals

Rentals for housing is used to repay loans to the Government.
Factory rent is used to supplement the grant in aid in order to cover
operating costs. However, since such costs as promotiom are not
required to be paid back, daficit financing vill always be needed from
the Government. The rents charged to clients are usually used to
amortise the construction cost and a percentage is charged for
maintenance. A review period (uaually of seven years) is written
into each lease, and clients are given an option of purchase after
five years, at a price which reflects the construction cost of the
factory. A charge ia made for axtra comstructiom in factories
(e.g. offices). Howavar, a nominal ground remt is charged so that
complete control over devalopment remsins in the hands of the Company.

In addition, factories pay local rstes for the supply of

vater and electricity.

As noted elsevhera, the Government is c¢mphasiaing regional
development as & vhola and a policy is being impiamented to standardisa
the rent charged on all Govermment industrial estatas im the country.
Currently this is set at 90 pance par sq.ft. ($2.11 per aq.ft.)

b.14 Impact of the Induscrig) Free Zopc

It is estimated that for every job created at Shannon,
promotional expanditure of £3,500 has baem spent. This amount has
baen paid for by govarnment grant-in-aid. While no detailed evalustion
has beem mada in terms of tha benefits obtained, this cost appears to be
amply covered by the advamtagas which hava occurred through tha
establishwment of foreign industry in tha Zome. ‘
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In quantifiable tecrms, it has been noted that 64 firms have
invested in Shannon, of which 33 are manufacturing companics. Almost
5000 jobs have Leen crested in the Zone as a result of this investment.
Total trade in the estate cxceeded £70 million ($168 million) in 1973.
Less quantifiable is the impact of the Zone on local manufacturing and
service industries. In a fow cases zome industries are locally
ordering components such as printed circuit boards, and aluminium
castings. A multiplier figure of 2 has been suggested as bteing

appropriate to the Shannon Free Zone.

Privatc investment in the Zome reached £14.5 million by 1974
which represents almost £1 million per amnum. The valuc added by
these firms vas in thc region of £10 million ($24 oillion) in 1974,

In addition to the above quantifiable advantages, great !
emphasis has been placed in Shsnnon on the social benefits., Of 1
particular importance has been the growth of a skilled labour forxce.
This is reflected in the current poiicy of SFADCO to be more selective
in the type of industry to be attracted to the Zone. Another major
result has been the establishment of S8hannon New Town as a resu.t of
the growth of the Airport but primarily of the Industry Estate Zone.
The population of the town is mow 6500 and amenities have been provided,
such ss schools, shopping centre, bars, 