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[NTRODUCTION

Ladies and Gentlemen!

It gives me pleasure, at this meeting about the co-cperation
between Industrial f'ree Zones in Arab Countries, to presont my thanks
to Egypt, the host c. . .ry and to all the organizations which took
part in the preparatiin of that scunar, mainly UNIDC and the General
Organizations for " 'ment and I'rce dones in Egypl as well as to
all participants. This | do irn my own name and in the name of the
General Authority for Iree Zoncee in the Syrian Arab Hepublic as well
as in the name of ihe Syrian,/Jordunian (ndustirial Free Zone Company.

This Seminar, which 18 the irsat of 1to kind, { conoider as a
turning point 1in the history of the Araib KFree Zones. We attach big
hopes to this Semiuar and wish for 1© 4 comprete success, not only
in solving the prohlems ot I!‘rce Jones as newly formed young economic
entities, but also in directing thesc Zones along the right path of
serving progress and development and raising the gtandard of living
in Arab Countries, a well as in playing a role in the integration
and unification of Arab Economies and nlso in stirengthening the
economic relation between Arab Couniries n one side and other
countries, advanced and developing, on the ~ther side, and finally
in establishing new economic relations based on equality between
Advanced and Devecloping Countries.

The objectives and topics of this Semanar arc the co—operation
and co-ordination between [*rce Jones avording non-fruitful competition
between them in the frame of legislation as well as administrative
and technical organisational structures in the frame of tax and duty
exemption, as well as in the frame of other incentives such as the
planning of rervices, co-ordination of 1nvestments, exchange of goods
produced in these “oncs, and the transfer of these goods in the
markets of the host country or in the marketg of other foreign
countries, rendering special privileges to these goods and solving
problems encountered in their transfor or exzchange.

Here, we must stress the rolv of the Free Zones in the industri-
alisation process av weil ae in the soclo-economic development in the
host country as well as making available required capital and technical
capacities,

Free Zones in thas Arab Countrie:, like Free Zones in other
countries, advanced or developing, are newly formed economic establish-
ments still seeking their way towards final stability. These Free
Zones in the Arab Countries, are still lacking clarity of the principle
on which they should be based. They are still seeking the mystems and
procedures of their functioning as well as the objectives required to
be achieved and the eoonomic and social dimensions, local and global,
they should take. These Free Zones, until now, do not possess a
unified nomenclature. In short, the formulation of Free Zones in the
Aradb Countries an! their final forms are not crystallised yet. They
are still wavering between Free Ports, Industrial Focal Points, Free
Land Areas in Ports or far from Ports, Trade Warehouses, Export
Industries with required services, banking and administrative facilities,
privately owned induntrivs and state owned. In spite of all this, the
Free Zones in Avab Countries develop quickly and pass from one form to
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sther more developed forma to suiti the requirementis of the social and
ecconomc development which takes place locally, regionally and inter-
nationally. They aluoe expand gradually with respect to their objectives
and methods in gome casen - as in the casc of the Syrian Arab Republic -
to the stage of cconomy parallel to the national economy on the local
level or on the tep1onal and international levels. This can be saad
with respect to the muliitude of economic uctivity in the development
proceos i1n i1ndustry, cc merce, banking gervices, iniernational exchanges
of goods, technological development and many other sec.ions.

On the other hand, Arab Couniricu thut adopt the sysiem of I'ree
Zones are all basically counlrics aaming at common objectives and going
{ogether along the path nf co-operation, ce-ordination and intcgration,
upto unificatlion cspecrally i1n the economic sphere. Joint economic
organisations play a role in the rapid realigation of thesc objectives
such as the Arab Economic Unity, the Arab Common Market and the Arab
Economic Council as well as many sacondary Arab Organizations and
cstablishmento which work .long the same lines and in all development
aspccts, industrial, commercial, banking and others.

These unificatlion endeavours are also typified by the Industrial
“ree Zonc areas as representied in the joint Syrian/Jordanian l'ree Zone
which ig the property of two Governments and which exists 1n two
countrics, We shall talk about this Iree Zone later as an unique
cxample of a joint I'rec Zone 1n the Arab World and ulso in non-Arab
world,

Thus 1n the frame of Lhe opecial conditions of the r'rece Zones
in the Arab Countr.ces which are agnin a reflection of the special
conditions 1n the Arab Countries themsclves, we can handle the topic
of co-ope-ation and co-ordination between the Free Zones in the Arab
Countriet.



This study is a numble participation in that dirocction., It has been prepared
at the requect of my two dear friends, Ir.A,S.Salem, the Senior Indusirial
Development ®icld Adviser and Mr. P.Ryan, Industrial Development Officer, UNIDC
as a response to their efforts in assisting industrial free zones especially in

the Syrian Arab Republic.
The Study sh4ll consist f three sec ions:

First Section: Co-operation and co-ordination in the legislative, duty and
tax areas as well as avoiding non-fruitful competition.

Second Section: The Syrian i‘rec Zones, their development, the stages of
such development and their role in the co-operation and co-ordination effarts.

Third Section: The joint Syrian-Jordanian Industrial Free Zone.

FIRST SECTION:

We already said that the Free Zones in the Arab countries are still new
economic establishments or organizations trying to find their proper way towards
development and stability. At the same time they are all subject to problems of
development and ohildhood. Jn order to understand the problems encountered in
these free zones and in order to solve these problems, this should be done in
the light of the wequirements of social and economic development in these countrics
as well as the specific geographic potential endowed to these countries. Thus, we
can trace a great simlarity in the problems, cbjectives and activities of existing
free zones in Arub countries. We must, anyhow, admit that this study merely deals
with the general lines of the required cooperation and co-ordinatian giving some
relevant cuggestiona and solutions, leaving to other colleagues and other studies
the possibility of handling the matter in more detail.

1, Free Zones in all their formp, as free parts or free export industrial zZones,
or free commercial or industrial areas,started to be merely defined and isolated
areas where no customs procedures hamper the movement of.goods to and out of the
free zone as well as the comversion process and industrialisation process without
being subject tc customs duties or other tarriffs., The free zones are not only
considered to be safe areas for investmen.s and export inductries which are
activated to make use of the iucentives, facilities and exemptions added to the
low cost of labour, but they also become tools of industrialisation, economic and
social development, tools of construction and progress in the Arab countries,

24 In establishing Free Zones in the Arab countries and in deciding about their
objectives and activities, consideration should be given to the plans; economic,
development and industrial parameters in the countries where such zcnes are este~
blished on the national, regional and international levels, At the same time the
characteristics of the free zones should he kept and all facilities, services an:.
incentives should be made available om the widest scale possible. As an example,
some priority system may be elaborated for investments and the types of incentives
to be permitted with preferemtial incentives for some in accordance with the
following degrees of priority,

(a) Large scale industries with developed technology;
(b) Export oriented industries;
(¢) Import substitution indusiries;

(4) Industries which can be integrated with local industries and which can
give them strength;

(e) For countries with over unempl oyment, industries which give more labour
opportunities should be prefersntially considered;
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(f) An important parameter ig to which extent the industries in the free
Zones compete with local industries especially with respect to export
industries., Of course some competition can be useful to the local
industries as an impetus for technological progress and far lowering
the cost of production because over-production can lead to deterioration
and high cost of *ocal industries;

Encouragement ¢ foreign and Arab investment especially in joint
veniure projects. Here, it should be stated that surplus Arab capital
from petroleun is now utilized in Europe and USA in banking and
service activities which may entail much risk especially inflatien,
whereas the owners of this surplus capital can use it in devel opment
projsots and industries with relatively high returns.

The surplus oapital in oil producing countries in the Arab world was
estimated in 1976 as US § 40 billion)whereas the estimates of the USA Ministry
of Finance amount to about US § 60 billion. The Arab income from oil in 1975
amounted to US $ 72 billian out of which about US $ 42 billion are deposited
in the USA (9.2 billion) in the international banks (28,8 billion), and in:the
Petroleum Arab Fund ( about 4 billion). In the last year this amount increased
to about US $ 72 billion, It goes without saying that utilising this capital in
Arab Development Projects, especially in free zones is mare beneficial than
depositing it in banks or buying land or participation in risky service
projects. This can be done in the frame of a financial strategy which avoids
difficulties and constraints which may be met during investments inside the
Arab countries,and which permits confronting the policies of advanced countries

to hamper the utilization of such surplus capital in favour of developing
countries,

3. The main privileges and positive factors available in the Arab Free
Zones are:

(a) The geographic position of the Arab World as a bridge between the
three continentg and a meeting point between these continents and
production and consumption markets especially with respect to
commercial warchousing and bilateral and trilateral commeroial
exchange activities.,

(b) The low cost of industrial production and the availability of low
cost mkilled and intelligent labour in the area as well as the
availability of a variety of raw materials required for many
coanversion and consumption export industries,

(¢) ™e vast areas of land equipped with services at a relatively
low cost.,

(d) T™he availability of means of traneport by land, sea and air,

(e) The availability of other services as water and energy at low
cost,

Making use of the international division of labour through which
Some advanced countries gave up establishing some consumption and conversion
industries in the homeland especially those industries which depend on imported
raw materials. It became apparent for these couniries that establishing such
industries in the developing countries which produce the required raw materials

and then exporting the finished products to advanced countries can be more
beneficial for them.

5. Free Zones ocan be considered as B¥ety valves in the couniries with
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planned economy or socialist tendenci *s in ‘he Arab world. Such free zones
can atipact foreign technicval ubilitiec which otherwise may hesitate to invest
inside countries of such Syatems because ifree Zones are safe and in the Free
Zones they shall find the facilities, guarantees and incentives required.

6. Proper legislations aud procedures should be made available in the Free
Zones in Arab countries «ith respect to the following peintss

(a) Tax exemptiorc ~smecially in relation 1o 1ncome taxes as well as
taxes on proftt etc.

(b) Peasibility in labour legislation which permits owners ¢f enter-—
prises to deal easily with labour in relation to hiring and firing as well
as applying foreign labour, keeping in line, of course, with the basic rights

of workers with respect to medical insurance, vocational training and the level
of wages,

(c) Freedom of movement of capital and profits to and out of the
respective free zone as well as making available the required banking services,

(d) Considering goods produced in the Free Zones local products if
40% or more of the cost of production 18 local expenditure. Such goods
should be given a local certificate of arigin and can thus be given exemption
from Customs duties or lower duties as well as other relevani facilities.

(e) Giving sufficient guarantces that the investments in the Free Zones
would not be subject to confiscation or naticnalisation or other similar
procedures related to national soverignity of the concerned country,

In the following we give a short comparison of the different incentive
systems as applied in a number of Arab Countries.

1. The new incentive law as drafted for the Free Zones in Syrias

The incentives stated in the draft law, which are considered as the
minimum required to attract capital tu establish commercial and industrial
enterprises in the Syri . Free Zones can be summarised as follows:

(i) Tax exe' . 'ion:

(a) Exemption from income tax for a period of 7 years for
industrial projects and 5 years for commercial projects,

(o) Exemption from tax on estates income and other financial
taxes.

(1) Non-application of the rules of employment and over-time,
sharing and participation in profits keeping, though, the
basic rights of workers.

(1i1) Non-application of rules of entry and consumption of basic
building materials required for the establishment of the
enterprises,

(iv) Issving & system of certificates of origin for the exports
from the Free Zone if 40% or more local content go into the
production of such products.

(v) Permitiing banking transactions under the control of the
suthority of the Free Zones and accipting deposits from
non-residents in foreign ocurrcucy and also giving the right
for moving out such deposits.

This draft law shall soon be issued.
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2. Laws in force now in Syria with respect to these incentives:

(1) Tax exemption: Law 103 related to establishing industrial enter-
prises inside the country containss

(a) Incometax exemption for new industries for a period of three
years pl -+ two years on reserve profits for expansion.

(b) Exemptic for 6 years from the tax of utilisation or enjoyment
and for tive years from estate tax,

(c) Added to this exempilion from dutizc on machinery and equipment., ‘
This is decided upon by a Presidential Decree.

Items 2, 3 and 5 are subject to the laws applicable in the country.
Ae for item 4 related io certificate of origin, it is in accordance with
the rules of the Arab Common Market.

3. Incentives applied in other Arab Countries are given belows
UNITED ARAB REPIJBLLC:

Commercial, industrial and financial enterprises in the free Zones are
exempted from prevailing and future tax laws applicable in Egypt as well
88 a possible exemption from taxes on salaries and heritage.

YEMEN DEMOCRATIC REPUBLIC:

Fareign investmenis are exempted from all taxes., Regulations on control
on currency are not applied in the Free Zone.

LEBANON ¢

All taxes applied inside the cauntry are not applied in the Free Zones.,
As there are no labour laws or financial control laws, there is virtually
no problem in that concern,

Fer Iraq, there are no Free “ones as such, A study is being carried out
for establishing such zones. They are requesting big areas in Lattagquia and
Tartous in Syria for t eir commercial transactions, Jordan had the intention
to establish Free Zone: in Akaba an’! Amman but they are not exeouted until
now. In Alpgiers and funis1a, there are industrial focal points and Port Free
y Zones as well as free shops in major airports.

7. Rendering technical, promotional and financial assistance to invest-
ments in the Free Zones ae far as :

(a) making available vocational training for the workers;

(b) carrying out the feasibility studies, market studies as woll as
advertisements,

(o) giving assistance in the area of finoncing and credit facilities
with reasonable burden in order to assist th in the success of
these projects. We believe that the matter of such assistance
requires a speciul study,

8. Making available more ready buildings for industry and warehouse for
storage with encowraging fees not much more than cost,

9. Rendering proceduarcs and formal constraints as easy as possible evading ’
bureaucracy and placing the control in the hands of Public Organisations, not
private ones, This is applied in Syria and Egypt,

10. Those are the bagic principles of possible cooperation and cooedination
between Free Zones in the Arab world which lead to #voidingdestructive compe~
tition and which cnsure, at the same time, the availability of similar services

<




-7 -
and the integrity of activities and invesiments betwoen thom.

In order to achieve thome aimr it in proposed that the Seminar adopts
the following recommendationess

1. The formation ot a co=operation committee which carries out a comp-
arative study of the sys. »ms adopted in the ditferent Free Zones with respect
to legislationn, incentiv~s and proce.ures w0 a step towards their gradual
unification,

2o Looking into tha possibility of entabliching the principles and
parameters of specialisation and distribution of investments or industrial
and commercial enterprises betiween the different ®onen in accordance with
their characteristico and potentialities,

3o Facilitating the movement of finished poody between the different
zones and defining the conditions under which such grode may be considered
as national producis in the frame of the rules of the Arab Common Market.

4, Carrying out regular meetinge to exchange exporionce and information
and to follow up co-ordination problemn. Thege meot.inps chould take placo -
between responsibles in the free zcnos. [1 18 alno proposed to comvene
Seminars with investors to attract them.

e Striving, at a latar atage, to create a I'rce %“one Arab Organisstiom
alons the lines of other Arab Org-imisationa. The organisation should be
given the job of ensuring co-operiatign and co=ordination between the free
zones in the Arab countries on onc hand and between these Arab Fros Zones
and other Arab Internationnal Orranisationniam the Arab Comaon Market, UNIDO,
etc,

These ag we ace them are tho ;-eneral lines of co-operation and co=-
ordination betwoen i'rec /ones in Arab countrics, Thoy are, of oourse,
only general lines or principlen.
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SECOND SECTION

FREE ZONES IN THE SYRIAN ARAB REPUBLIC
THEIR AIMS AND UEVELOPMENT

The General Est. oli shiment. for i're: Zones was created pursuant to .
Legislative Lecree No 18 of 18/2/1971, Thi. decrce d¢termined the main
duties of the establ.shment as follows:

1. Management and exploitation of frae zones, creation of warehouses
necessary thereto and developing them so as to assure the growth
of these zones and prosperity thereof,

2. Proposing projects ror Creating new frre zones or cancelling them,

3. Organising the operation of free zones, co—-ordinating their
activities 80 as to serve “he economy and develop international
commercial exchange.

4. Performing all attributions that were performed by parties
operating free zones, with the exception of what is related
to customs control.

Se In general, dealing with everything related to management and
operation of free zones.

Free zones are usually defined as parts of the national territory,
bounded and enclosed, and considered as a neutral customs area, so that
goods entering them from abroad are not subject to customs duties and
economic regulations and restrictions are not applied thereto, nor
regulations applicable within the country. Industrial operations can be
performed on the goods and articles introduced therein and all such
operations are exempted from taxes, except fees due to the Ceneral
Establishment for Free Zanes. In principle, the Customs administration
does not carry out ans control inside free zones and performs such
cantrol only outside them,

Many advanced and developing countries in the world have lately
manifested an interest and enthusiasm for free zones and have created
many such zones, after they had found in free zones a means of achieving
economio and social development in their countries and creating industrial
and banking projects and investments in addition to transit and commercial
storage operatians, through:

1. Attracting foreign capitals and potentials of any kind for
investment into free zones.

2. Erecting export-oriented industries in free zones and making
profit of their foreign currency resources.

3. Emplaying local man-power and using domectic raw materials in
industries erected in the free zones.

4. Helping to create and train technical staff which will participate
in covering the needs of the country. »

Se Increasing national income and raising living standards.




Before the creation of the Ueneral Establishment for Free Zones
there was practically only one free zone which was the Damasous Free
Zone, created pursuant to Legislative Deoree No.20 of 12/5/1952. The
management of this zone was then in the hands of the Customs Direotorate.
As for other zones cr :ated Letween 1)52 and 1969, in Aleppo, Latakia and
Tartous, and in the Dumagcus Interuational Airport, t‘hey remained on
paper without any inp.c..entation excopt for the airport free zone which
was till 25/8/1971 used as a shop for the sale of oriental artifacts and
domestic products without any special regime to act in accordanoe with.

After the General Eotablishment for Frec Jones was created,
Administrative Order No.166 dated 15/1/1972 issued by the Presidency
of the Council of Ministers, transferred the existing free zones to the
GUeneral Establishmeni for iree Zones so that 1t will start operating
them in accordance with new principles and bases. The establishment
deemed that the free zones then eximsting wore insufficient and their
areas did not fit the volume of activities expected of freec zones,
especially after the Establishment had completed the promulgation of
the new regulations. Consequontly, and in accordance with the directives
of higher authorities of the State, an integraied development plan was
elaborated for the erection of new free zones and the extension of
existing old free 2zones, 80 that the free zones throught out the country
became six, disseminated in Damascus, Adra, Aleppo, Latakia, Tartous
and the Dnmascus [nternational Airpori.

The General Establishment for Free Lones was crealed after the
publication of the third {ive-year Plan for the years 1971-1975. But
yearly investment credits werc added to this plan for the erection of
free zones. These credits amounted to 53 million Syrian pounds approxi-
mately during tho mentioned year of the plan.

As for the fourth five-year plan - 1976-1980 - an amount of
62,100,000 Syrian poundr was appropriated for expenditure on the
projects of the Estatlishment, in order to complete its construotion
and outfitting and put it into exnloitation, so as to make it able
to fulfill the aims for which it was created.
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INCENTIVES AND PRIVILEGES PROVIDED
IN SYRIAN FREE ZONES TO INVESTMENTS
AND PROJECTS CREATED THEREIN

Activity of free zones in the Syrian Arab Republic is based on
both industrial and commercial operations. The establishment enceavours
now to introduce banking activity to the industrial and commercial
ones and necessary ‘hereto.

The free zones make available to Syrian, Arab and foreign
investors the opportunity to profit from the lots/zones the general
establishment for Free Zones puts at their disposal and which are
provided with all services and utilities, such as roads, sidewalks,
sewers, electric and telephone installations and networks, etc. to
erect their factories and warehouses thereon, on long period lease
contracts (15 years for commercial operation and 20 ysars [or indus-
trial operation) against very low yearly rentals (12 Syr. Pds/m2),
in addition to taking p.ofit of the important position of the Syrian
Arab Republic, ways of communication available therein, the experience

of the Syrian manpower and low cosis of production, in addition to number
of incentives.

The exploitation regime of free zones enables investors to
ssport goods from inside and outside the country in order to store
them and sell them in suitable time after subjecting them to some
minor operations in the warehouses. Such operations concern the shape
of the goods without touching their essence, such as sorting, repacking,
wrapping, mixing, blending, etc. Operators are also allowed to create
factories to avail themselves of the facilities afforded to them by the
free zone regime. Industrial operations include essential transformations
such as tranformation, completion, etc. Among the most important
industries created or under creation in Syrian Free Zcnes are the
pharmaceutical, detergent, chemicals, cosmetics, confectioneries,
garment, radiator, carpet, velvet, salted casings, printing and binding
industries, ir addition to the fruit juice, preserve and goat hair
spinning and weaving industries.

Among the most important incentives and privileges presently
available in Syrian Free Zones, we may notice the following:

1. Authorised entry of foreign goods of any kind and any origin
into free zones and markets and their exit therefrom to elasewhere
than the customs area without being subject to foreign trade
regulations or customs duties and taxes,

2. Authorised entry of domestic goods or goods that acquired this
quality by putting into domestic consumption into free zones

and markets and application of provisions in foroce in this respect
thereon.,

k) Authorised antry of goods existing in free zones and markets into
the customs area to be put into domestic consumption in accordance
with laws and regulations in force.

4. Possibility of authorising the entry of a percentage of products
of industries erected in free zones in exception from some
resirictions imposed on imports into the host country.
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5e Delivery of ex-officio import licences to the products of the
industries mentioned in the foregoing paragraph without transfer
of the value aoroad.,

6. Exemption of the mentioned industrial products from Customs
duties in proportion with the rate of domestic products entering
into manufacture.

7. Possibility of authorising the erection of banking establishments
in free zoner'premises to perform their activities in financing
the various commer#ial and industrial projects and providing all
banking servioes required by the business of investors in these
areasg.,

8. The regime of banking investment fulfils the aims of erection of
free zones and conforms with the nature of investment therein,
without being bound by the provisions of regulations governing
banking activity in the country

9. Possibility of supplying and outfitting ships, both national
and foreign, from free zones in accordance with regulations
special thereto, as specified in the exploitation regulations.

All goods, machines and equipment deposited in Syrian free zanes
and originally brought :n from their country of origin directly through
Syrian ports, airports or parcel posts, or by land into Syria, are
excepted from the regulations providing direct import from the country
of origin and are not submitted to the approval of the Presidency of
the Council of Ministers. It is also possible, with the approval of
the Ministry of Economy and Foreign Trade, following the suggestion of
the General Establishment for Free Zones, to authorise the owners of
industrial projects in 3yrian frae zones to introduce a maximum of 20%
of their products e ported into Syrian markets in exception from
restrictions imposed on imports with the exception of special restri-
ctions reserving import or restricting it to a public sector establish-
ment, and the provisions or Arab boycott. This will be dome through
ex-officio import licences delivered without any transfer of value

abroad and on the strength of customs certificates delivered by the
competerit customs authorities.

INVESTMENT ACTIVITY OF FREE
ZONES

In spite of the fact that the new free zones have not been all
completed in a definite way till now, however investment activity is
developing and increasing at high rhythms because of the completion
of the first stage of construction in a number of new free zones, such
as Aleppo, Latakia, Tartous, Damascus International Airport, and their
putting in direct exploitation while carrying on the operations of
construction and equipping.



Herebelow 18 an cxpogd of ine present situation ot the vxploitation
activity in the various {rece zones, whether in relation to public or private
occupatipn in its two forms, both indunirial and commercial, as per
igformation available till the end of June 170,

1. The Damascus ifrec .Jonu!

The area o thi: zone is 8&,‘)()C n, Area of the three genera_]_
roofed warchou: 3 i 8000 mi [t has beocu put in ocxploitation since
12/7/1952. [t contuains 9 industrial pluants with an area ol 1788 m<
and 22 privatc commercial enierprisct with an arca of 4920 me,
Acceptance of applications for privatc commercial and industrial
occupation was stopped following the insotructions of the Presidency
of the Council of Ministers, and the car storage yard was transferred
to the Adra i'ree Zone,

2¢ The Adra l'rec Zoncs

[ts total area 15 ? million aquare metgru. The area of the first
stage under cxecution amounts Lo 600,000 m* and i! 18 now under
construction. A car gstorage yard was created in it for storing
various vehicles and machinery and 18 uscd as an annex store to the
old Damasous i'rec Zone.

3. The Aleppo I'rec Zone:

Ito tetal area 10 1,100,000 m> and the area of the first stego
under exccution with the extension stage amounts to 300,000 m2, The
area of the peneral storen is 9600 m” and open yards account for
7000 m2, The area earmarked for 1ndustrial and commercial occupation
amounts to 33,000 m<, There presently nxists 17 industrial plante
with an area of 3628 m“ and 31 commercial warehouses with an area
of 11,64, m? and 4 general occupalion otores with an area of 10,400 m“,
This area was put into cxploitation since 16/11/1975,

4, The Latakia [*roe . ono:

Its total area 14 7,6%,(00 m?, The arva of the first stage is
300, 000 "‘2, li.. wrca of the general stores is 8000 m2, the apea of
genoral sheds is 4000 m? and open arcas account for 22,090 m°, while
the area allocated for industrial occupation is 27,000 m“, There is
an approval for 4 industrial occupation applications for an area of
5780 m<, of which two already staried work on un area of 2440 m2,
Five applications for private commercial occupation have been approved
for a total area of 3400 m2, thLc contracts of which have not been
signed yet. This area was put into exploitation on ?}/5/1976.

S The Tartous I'ree 2 anes

A. Port freg Zonct Total area is 34000 m’ and the open area is
259000 m°, [+ was put in exploitation on 1/8/1974. It contains
general commercial occupation warehouses with an area of
4000 m2, but does not contiuin any area far private occupation
because of 1ts small area and the forthcoming transfer to the
new arca under consiruction outside the port prorises,

B. The new Frec “one {outside the port): The total area under
execution 1e 300000 m<} 2 e ec genoral warehouses existing
theroin amount to 4000 m< and the opan areas account for

26000 m2, The area earmarkoed for industrial ocoupation
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e}
accounte {or 1,000 m" and for privaie occupation 20, 000 m2. This
zone 15 now still under construction and outfitting,

6. The Damagcus International Airport l'ree Zone: The total area is

30,000 m®, The are: of the first stage amounts to 12,000 m“, the area
of the roofed warechouses iﬂ 1t1e last stage amow ts to 7200 m“ and the
open area amounts ., 1700 m", [t gontains presenily three general

warehouses with an arca of 1008 m“, This zone was put 1n exploitation-

on 2/5/1976, and the construction of the remaining warehouse is now
under completion.

7. In the field of private exploitation

Despirte that few years have elapsed since the General Establishment
for Free Zones was creatcd, and the insufficient incentives and privileges
provided for the time being, private i1ndustrial and commercial investment
in Syrian Free Zones are devel oping continuously.

In the Damascus, Aleppo and Latakia Free 4ones, there are 30
private industrial plants with a total arca of 16,196 m2. They produce
ready~made garments, pharmaceuticals, toothpastes, perfumes, automobile
radiators, carpets, salted casings, preserves and agricultural products.
9 of these are in Damascus, 17 in Aleppo and 4 in Latakia.

There exists 53 commercial wa.regouses (private) in Damascus and
Aleppo with a total area of 16,565 m“. 22 of these are in Damascus and
31 in Aleppo. They are used for storing garments, electric appliances,

olls and spare parts. Many applications for industrial and commercial
occupation have teen approved and contracts are now undergoing the

final stage of conclusion, as well as construction and start of work
ty the investors,

8. In the field of entry of cars, machinery and goodss

During the pist sears, ertry and exast of cars into and from free
zones has notices 1y developeu. The following table shows this evolution
and the rate of increase from 1973 to September 1976:

Vo T 1T LT T T T T
! L1972 | 1974 1975 ) 1976 !
i ’ basic bomm——- Pm——————— 1---=-- po=m=m=m- 1 till !
: :-’."f"i‘f___:L _______ SN 11202 0] iseptemper !
0 i
: I Number :LNumber {:.increaseiNumberiIncreasi Number i
jmm————————— '{ """" R Rk R i t
. |
§ Car entry E 6164 511927 i 193% 521704 i 352% E 22524 |
e oo oome oo fo-m s oo fmmmmnnee S At -
| i
| Car exit E 5693 111413 1 201% 119593 1 3449 E 18170 |
=....-.-.. .......... A | I, ) I, doccmaa ) I, demrmm = -t
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The following table shows also th: evolution of the movement of

8oods into and out of free zones and the rate cf increase since 1973
to September 1976:

| |
y 1973 1 1974 . 1975 | 1976
| | DABLC dmmmmmmmemmmae S SR P ti11
) YBAr 1 yeipht ) rate of | weight!rate of 1Septenber
i ! iincrease ! lincrease]
i (Tons)t (tons? | {tong)! I ftnus)
— (At A S i SO e
i [ " 1
| Entry of goodsilhi2l 176381 1 540% 11275131 903% | 119516
R e e Pt e et
Exit of goods 113870 141511 1 299% | 879771 634% | 98274
- G5 Gn G5 G5 G G *h 4D Gn T S G e e 4'-------1 --------- l --------- l- ------l---------’--------
9. Increase of the Proceeds of the Establishment:

The proceeds of the Ganeral Establishment for Free Zones consist
mainly in entrance fees, handlirg , stevedorage, storage, private
occupation, insurance and other services fees which are collected
by the Estabiishment from investors and people dealing with it

against providing these services.

The following table shows the evolution of the proceeds of the
Establishment and rates of increase thereof fyom 1971 to October

10084723

19762
'----Q"’-----------'----------------'---1----------------7--
E Year E Proceeds , Rate of i
; : ‘n'000 Syrian £ E increase !
A— — N R IR—
] § ] [}
I 1971/1972 105835 : - :
oo fr—eeeeree R—
! 1973n I 888676 | Basic year !
oo R et
Lo197y | 1506393 I 16% |
oo R
L1975 I 3001547 L |
oo e
] 1976 | i ]
Etill October | 4582272 | = i
r-- ------------- q'----- ------------ --¢---~»‘-k.----~---.
| | |
! ! !

- o o o o
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[n order to support the activiiies o) ihe Goneral Sotablishment
for i'ree Zoneg, throush providin: more securities and sw table privileges
to investors, the BEstablishment hao prepared a project for organizing
banking activity in {rce zones and providing: incentives and exceptions
1o be cnjoyed by owners of inc.strial and commercial projects. The

‘ project 15 composed of {w parts:

PART 1t concerns the ' othod of crciting banks 1n fre. zones, operations
t they are aut. .. sed Lo perform, methods of controlling them,
currcncy matters and dealing witn foreigmcurrencies, privileges
granted to pcople dealiny with froc zones, etc,

PART I1:Deals with some financial, tiscal and customs excepiions, which
may be summarised ac tollowo:

1. Exomption of income tax on proiits tor a period of seven years
for industrial prejects and ive years for commorcial projects,
ag well ap exemption from the eatate revenue tox and other
fiascal taxcs.

2o Exception from provioionc relative to labour, overtime work,
dismssal, participation in profits stipulated by labour
legaslations, while maintmaning the lrgitimate rights of
workers 1n .ccordance with opeci il contracta,

3. Exception of the ontry and pogsession of the requisites of
buildinggo, cuch g estential building: materials, from provisions
prohibitingg restiricting or reserving imports, under supervision
of the technical servic:s i Fotavl iohment.

4. Delivery of o Syrian coxti™r-ate of origin to free zone exports
1f the proportion of domegtic manufacturing costs reach 40%.

5e Authorisation of baniing opevsiuions under control of the establish-
ment, and frecdom of acceptuaice wnd exit of non-resident doposite
in foreign currencinn in order o rncourago the Jdisposition of Arab
and forcei/m f.nds and holdinte o erect projects that need large
capital outlays or high caperience and techn.quen, as well as to
enable the industries erected by Syrian Arab nationals and others
to face competition in forcign markets,

6. Extension of contacto with the outer and western world and entry
into dialogues with industrial invesiment companies and banking
and financial ingtitutions and inciting them to invest their
capitals and erect thecir industrial export projects in free zones
and to profit of the facilities, exemptions, oimplicity of proce-
dures and formalities provided to such investments throught

(i) Elaboration of an ifformation and publicity plan to
advertise free zones by means of all media.

(ii) Holding joint symposia in various places.

(1i1) Sending delegations to virit theoe establishments and companies
abroad and 1n the Arab world.

- At the light of all the above, the Establishment has found that the
exploitation regime presently applied showa some £aps and impediments. Con-
nequently, 1t has prepared a bill for new regulations based on new provisions
foreseen by the Act on additional labour incentives pending ratification and

and adfgti ,bx }hc competent authoritieco in order to give a new impetus and
a nevw ihicentivé for attracting more investments in Syrian Free Zones.
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Th1l ) SECTLAN

THE JOINT SYRIAN-JORDALLAN INOUS AL PRESE L0UE COMPANY

In accordance  » the agraenent on (o-operation sipmed on 4 March
1975 between the Syrian icab Republic and whe Jordan Hashemite Kimpdom,
it was agreed, in principle, to establish a join* reec lndustrial Zone
in the border linec belween thc two ccuntries.

During the period 73 = 26 July 1975 o men.ing was held in Amman
to take the necessary steps for the exccution of that, project, Afier
looking into many sites one site wns ci.csen be bweer. Jordanian Gaber

village and Syrian lasiy village. This very sitc was chosen for the
following reasons:

1. The geography of the wrca permits economic eslablishment of
buildings;

2. The area lics along the .Xic of the international road (auto-
strod) which links the two countrics with the Gulf countries;

3o The Hejaz railway linc passes here, a fact which assists the

transportation of transit geods to and from the arca economi-
cally;

4. Underground water is available;
5« Low cost of land in the area;

6. The wish to develcp this area and create employment opportu=
nities there; and .

7o The possibility of utilizing water aftor treatment in agri-~
cul ture,

The pretiminary :ost for the project wos cestimated to be about
J.De 5 mlzion or abort S.P, GU mi.lian.

The meeting came out with the followins recomaenda*ions:

- the quick execution of ihe new internatienal road;

= Pequeating the Hejag railrcad authority to study the possi-
bility of making o lirk between the mainline and the new
proposed area;

= carrying out a study about establishing a living area with
the necensary services for the wor:ers in the new l'rce Zone,

Thue it was decided to es:avlish an Industrial Free Zone on this
site with an area of 4 million square meterc. laif of this area belongs
to each country. The first stage shall uvilize half a million square meters.
The two countries shall participate an cqual basis in paying the required
JoDe 5 million, It was aiso decided to establish = founding commitiee
composed of responsible in both coun'ries to formilate the legal status
of the new Industrial free Zone ani propcse the cxecutional procecdings
required to draw ihe required desipms and technical and economic studies.

The Founding Committee convencd and sanctioned to the followingm
draft documents:

- The foundation contract

-
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- The basic rules
- The eyatem of investment.,

The followin - points were agreed upons

(a) Te exact site for the rone,
(b) The drawin,, out of the topegraphic desipns,
(¢) T™e drawine out of the prelirdnary designs for construction

and services,

(a) Carryins ou* a1 visit to two well advanced [.F.Zs5 to get
acquaintied with their design, organinational structure and
method of oprration in thosc zones as well as the services

rendered by them, the problems ancountered and means to solve
them,

(e) Acking for bids from techaical offices and consultants to
carry out the [{inal plans and technical and engincering
desisms in the light of the work of local enrineers and the

accumpulated infermation pgathered during the visits mentioned
above.

() Proper authorities in both countries should carry out hydro-
logical survey and sources of underground water.

These recommendations were put in front of the High Syrian -~
Jordanian Committec as decisiocns were taken to establish a Company
called "The Syrian=Jordanian Indusirial "ree Zone Company*!,

The contract for founding this company includes :—

Objectives of the Companys

1. Tstablishmen' and investment of a Joint I[ndustrial Pree Jone
on the border line between ihe two countries;

2. Playing a recle in realising the industrial intepration
belieen the two countriesg

3. The Company chall owm the lond, estate and all money in
both countries,

The main site of the Company shall be in Dapaa i Syria. The Company,
though, has the right to establish branches in . ordan and any other
pPlace outside the two countries.

Capital of the Company shall be S.P, 60 millionc paid equally by both
countries and apt to be increased if necessary. Both countries have the
right to transfer their moncy and profits as well as the rights to any
third party. It is not permicsible tc nationalise, confiscate or sieze
the company or any branch of it or any enterprise belonging to it.

Te Company shall be managed by a Board of Directors of 6 members,
three from each side., Chairmanship shall be revolving each two years. The
Deputy Chairman shall be from the other side.

The Company exempted from ill taxes and duties.

The contract for founding the company, the basic rules of the
company and the system of investment in the Free Zone shall be adopted,

Otherwise, the applicable laws in the country of the main site shall be
enforced,
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The contract for founding the Company was sanctioned by the Syrian
side by the law No.21 for the year 1975.

The two countries paid their shares and deposited the money in the
Central Bank of Syria. '

The Lompany was ‘egisiered a'd proclaimad.
The Board of Directors was formed.

Many stepe were takan in the practical realisation of the project
such as the toporaphic survey, the final choice of the site, the
general design plan, digging scveral wells eto.

The Board of blirectors sanstioned the principle of oconsidering
the products produced in the Free Zone as local products if 40% or more
of the cost originates from lycal sources,

Thus, 2 new Industrial Free Zone, with specific characteristiocs,
shall play its role in strengthening the effarts of integration between
the two countries.

Lastly, it should be emphasised that the Free Zones are long-
range development projects which require efforts and perseverence. The
retums should not be expected in short-terms, but rather in long-terms.
It is also emphasised that such Seminars as the present cne should be
regularly convened in order to exchange experiences and follow up the
offorts towards co-operation and oo-ordinatian between EFree Zones in
the Arab Countries in all respects.

Thank you.

ﬂﬂw




- 77.09.15






