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TRANSFER .OF INDUSTRIA.L LOCATIONS~ 

.A SURVEY OF FREE PRODUCTION ZONES AND WOP.LD MAF..KET 

FACTORIES IN AFRICA, ASIA . AND LATIN AMERICA. 

The subject of this article is the study of a new element of 

the international division of labour: the existence of zones in Asia, 

}A-rica and Latin America where production e~~ae~ ·);11 control and 
~ ; ·. 1 ~ : " .. • • • • • 

. wh.ere th'e ·ose in industry, of available manpower leads to the cre~tion 

·. of enterprises prodilcing for the world market• (J1:P_~) Whil~ ­

developi~g countries, in the traditional international divi~i~~ of 

labour had essentially the task of supplying raw materials, and in 
. - ... ·. . ' ' • . 

addition, cheap labour to' industries located in some industrï'al 

countries, f~r the first time in many centuries, they are be(:oming 
' ' 

increa_singly industrialized on a vast scale and this leà(fs to an 

increasingly vast dissemination of production across the wor'ld, as 

well as 'a growing fragmentation of the production procèss :in'to numercnis 

partial operations carri.ed out throughout the world. in diff~rent places. 

The emergence in developing countries of a system of indtlstria­

-iization ceared to_war~s satisfyin.g the requirements of the world 

mar-ket. · Observable since the mid-eixties, do ès ·not. correspond to a 

higher déve.lopment level' nor to a special orientatï'on due to a 

development plan or policy. 

It is only a re-organization on the 1-iorld scene of industrial 

production, demanded by the expansion of capitalism; in a host of 
. ' . . . . . 

caé'es, . production in the traditional places of ~ndustrialized countries 

is no longer profitable es a result of the possibil~ty to produce in 
. . . ' . . ... .• ' 

new ~laces located in developing çountries. . _. 

* Max-Plank Institute for Research on living conditions of the scientific 
and teèhnical World~ Straoberg. 
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In the world capita~ist ~ystem, economie expansion makes it 

absolutely necessary to resort to._the ... vü:~_tuajl,y::_in~xha.ustible labour 
' ' 

force which; · for centuries ha.ir ·remained· in a s'tâtë" ·of · ünderdevelop-
. .. : ... .. :. .•. - ' . . • . _ _. ___ - .. :. . . . . . ?..:·... . . . ..• .• : · :. . . .. • .. . . . . ::· •.... . 

ment, and is consequ,ently con-g~r~i~e_d · to . sell fçr a , yery . low sa.lary • 
.. , .. ... . ___ . . . . .. ·-· ....... ....... .. : .. · .. -~ . ·..:.:- .. ... . .:....--~-.-.::.~ ... ; . .. : . .. .. .. . 

, .This transfe.r of_ location of industriel actiy~ties is . made 

pos.:Si·llle·. first, tb.r~ugh the progress of technol ,ogy ~h.ich . par~ly helpe 

to -circûm_venj; i _he .c'anstraints of ~eographics.l :4~~t~~ces, ~rodu:et·ion 
.' 1 1 ' . .... 'i' . . . : ···;-. .. . , .. 

an.d· ~.on.·trol of · p_rod~ction, J>y means of moder~ techniqu~s of tra~sport 
' . ' ' ' ,. ' ' ' . ' ) . .. .. 

( coatl'!.iners , ( ;a;i:r: carlSQ;es}o. ·communication_ ( espEt.cial.ly telepommunications ) , 

organi~at_ion (data .-ba.nks) •.. -But this location transfe~ is . also mede 

pos.s;i.bl.e :-6h:r9ugh ne_w: :prodi!.;-t,ion techni-que-s ~~i~h· .allow a b~eak~o~ of 
' ' ' 1 • ·. • . . •' • ••• • • • • •• ,\ 

a comp'lé)l:; }l;roc_ese into . ele~èntary taèke, in ·suclf 1a. m.a.nn.er tha~ ~.t. i•· 
etf&dly pcHJsibl~ .to t. ea.ch- _ even, , unskill~q . wo.rk~rs to .carr; ·_out th~.se 

. . ~ . ' . \ . . . . . ' . . 

tas'ks. ·_ I't i:s . · t~ris .double _technological pro~ress, wb.içh, w:hil~ . . ~e;king 
. . . . .• · l . • . 

· it possi-ble to · draw on the-ir reserve · of manpowe.r, . h:a.s . r~pi.~ll.~ ~I_lhanced 

industri~lization - in developing countries!. 
' · . 

We ' wish in ' this study, · to demonstrate first, by means of ·concrete 

sips drawn mostly from free production zones, the steady trend towards 

a new international division of labour made visible :by the industriali­

zatio~ oi: d~~eloping countries. : tht~ · trend bec6mes. increasingly 

intensi.':t'i'éd foilowing the -existence of a world competition, :{or:~ the 

establishment in certain places, of an increasing number of industrial 

production unite. Although this trend- towards a new international 

division of labour is obvious, particularly, when one one considera 

the indus:trialization of developing countries, ,there are no time series 

to demonstrate i t, . the first st·atis.tics da ting only back to ,1975• 

However·, given that in the devel.opïng countries of Africa, Asie and 

LatinÂllierica there was no industrial export en:terprise before 1960, 
the 1975 figures account forboth the level and trend of production • 

. , . ..... 

• . ':,l. ; .... •, ' 

• 
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I. New areas of : productiong the free production zones 

.l'h.e existence a.t a given place of an available _labour force 

. i.,~ not E\ suffici~nt condi "t:ion to make .·possible t h e the location of . . 
a pros.perou s and competitive industry;; . t h e possibility of using a.t 

this given pla~e industr~al. re sources in sufficient ~ j:l~anti ty and en 

elaborate infrastructure is neccssary and is not necessarily found 

"'here unuse.d labour fore~ is ab'q.ndant • 

.... . 

Moreover, industrial production intended for the world market 

requires thàt the limitations to which t h e transfer of funds in the 

msjori ty of developing countries is . subjec·t.ed to be .s'l'lepended ~becousc 
9f the chronic deficit of the ir bà.lance of paymentb, 'but i t is 

:./ obviously the very function of free pro·duction . zo.ri.es to meet this need , 

. It . is in the r~p9rts of UNIDO that the best :description of 

the technical and legal organization of a free, production zone will 

be found since the main ectivity of UNIDO is currently to promote 

·the ~stablish~ent of (EPWM) export industries ·in d~veloj>ing countriea 

in . accordan~e wi th a basic text elab~rated in 1971 (i•). The choice 

of s'i te~ and . the se:t't-lng up of fi'ee . zones' th~ir equipment, and thei r 
. . : 

privileges depend on the desir6s and needs of enterp~ises. 

· · ·. Certainly, the texte begin by · s·tudying the problems of capital 

expansion whicb' bec~ine incre'as in'gly ·-acute . as a re sul t of international 

competi tion,• 

There are five pos~ible fields in which free production zones 

~r• advantageous, beca'Q.se they make it possibl~ to remove or reduce 

considerebly, manufacturing and distribution ceste: 

. 1 

T .;) ! i·: . . .• 

a) transportation of ~aw mate~ials • 

. b) transportation of fi'nished product~. ,, . 

c) remuneration of labour force. 
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d) . availabiii ty of àbundtint an(f· ·std:llél "·labolir; .•. 

e) reduction of initial investment, and h ence a reduction 

in the percentage of what is. cal led capital as sets 9 through 

fiscal and materiel advantages and 'variou s labour and 

servie~·~ faèilitieei which these zones may offer (1, p .9). 

UNIDO makes a certain nul!iber of recommendations wi th regard to t he 

technical, fioeueial and commercial equipment of the zone: 

~ ~otal ex~mption from customs duties and taxes for a certain 

. H ~ ~;:r::io4 o~ all industriel equ::ipment as well aa raw .materiels 
- . ~· :. · ' . . 

and eve+ything require4 for production. 

Exemption from income tax for a period between five and ten yeors. 

- A special period of exemption from or reduction in ether taxe s 

payable on various grounds by non.-establish ed enterprises in a 

free zone. 

- Non-subjection ~o exchanee control together with the assurance 

of_ maintaining this rule in future and of the right to repatriate 

prof its _f:t;"eely, up t o a certain stipulated amount or a certain 

fixed percentage each year. 

Special financing facilities such as the granting of short, 

medium and long term loans· at advantageous interest rates as 

they b ecome necessary f-or th-e ~onstr.uction of industries in 

the zone including non-conventional buildings. 

- Preferentiel tariffs for transport t G and from abr oad b etween 

t h e free zone and t h e sea ports or airports as well as fo r lan d 

and building rente or general services ·etc •••• 

- The possibility t o rent or purchase conventional prefabricated 

factories, or offi~e~ 6r lands according to t~ needs of t h e 

industries. This saves investors t h e trouble of immobili zin g 

or lock ing up tJieir capital for a long time on fixed assets and 

and hence makes it possible for t h em t o reduce the ~mo'Q.nt of 

t heir idle capital. 
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··;;.i --·The · prov·isian -of. repa.ir .w.o.rll;_s,hop_~, ç~-pe~n~:l... ~~-~Y-1~~~ospite.l 
. .. . ' . . . . ..... ~, . . . . . , .. . , . . " .. .. ... . . . . ' : . 

services 9 as well as well as banking, - · ~~~~!-a~) _ :':>i~ ~ll:pply and 

securi ty · services; tbe. servic.es of public stores, transport . ... . •' . ~ . . ' . ': . ' . 

. ... and fôr.warding agents' .insurance . an:~ t~e organi~ia~i~n -~ 0~ . 

leisure activities, etc. in the fre~ zone, thus alleviating 
. : ·... ·' .. ( . . . . . ·. ·.~ : .·. 

·· the work . ànd ini tiàl financial bur~ens of investors and 

stimula ting investmerits ( 1, p. 16:..17) .'. 

· We shall noti~e lat er . that infact actiye fre.e . p.roduction . zones 

have _all these characteristics whi,èn · distinguisb them from other .. 

industria.l zones 9 . also . located .in . developing .. .coun-t;rie,13 but hav~I!-g 

only ,the labour _ forée without any of the other: elements required _for 

a profi tn'Qle output • . Thi~ seperation -of the free zone from i ts ' . environ­

ment, in developing countries, where it derives its labour force ,. • .. , . ·' 

shows perfectly well that it constitutes an enclave • 

. : .... w~ . may re:f~·; · ·to t~~~s· .~produced by p~pri·~· :~~;~~~-it~i~·~~~:;j;~~d~d 
'fqor pote'ntial ïnvest-ors . in o"rder if.).-· krio"' :· prec ·i~~ly 9 · the · establishment 

. · ·c6~Ji~ .~i~-~s -~n. free. zone~ oiAtric~, -. Âsi~ ~nd L&t~~ , A~eric~:~·: , . ·. T~.~Y. 

. cont.~in re~omm~ndati~ms . address~.d, .to l?cal ~étin~n~i$:t!/-!tion·~ ::. ariti : e~umera­
tionè o{ l~gal, financial 'and Qiàterial· pri vil~ges v~r:r.)·~~ini~~i' t ,6 one 

another, irres:pecti ve of whether they ar~ free zones si tuated in. Sou. th 

· Korea;(6); Mauritius (7, p. 6 to 9, and 20) 6r in Cclombia (8, P• 3 tc 

·'· ' 

The use of abundaut and cheap labour h6wever7 remaiflS' ·th'e .. 

priori ty condition wi;.th fiscal . adventages being oniy accessori~s to i t. 
·. ·' . . 

These new prodù~tion area~ are designa:ted . i.n m:ult:lplewây~.; 
They are called in tu~ns: free export zone~, free . industrial ~ones, 

free trâde, area~, . free. zones, expo;rt zones, . indu stria! export z'ones. 

We shail use the term: freeproduction zones to designate tbeplaces 

in developing countries where the essentiel function is the use of 

existing labour in industries where production is geared towards the 

1 ! .. .. _ ,.; J • 
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1 world market. 

2.) Transnational Organizat~on of production: factoriès wi th 
. 1 ' 

worldwide outlets 

These factories are of .a new desisn; they were bu~lt for the 

exch~sive purpose of using available lilbour; generally, they are 

incorporated vertically in multinational enterprise and manufacture, 

assemble or cemplete component parts, intermediate products or fini,ebec1 

products which is the most profitable w~y of using labour. Althoue;h, · 

in a transnational economy any production related to it is subjected 

to world market conditi~ns and necess~~ily ini~nded for it, for practicel 

reas,ons, we shall only use the term indus trial export enterprises for 

the world market for those whose production is intended for t h e exter­

nal . market and not for the market of the country which supplies the 

la_bour. 

1
•Thus th~ multiple posai ble names for free production ·· zones all refer 

to _,customs and other privileges, favouring ·indus trial· . production and 
exporta • . Consul t UNIDO, Notes on. the Training Woxksh<?,p în Industrinl Frec 
Zones ~s Incentives to Promote Expert-Oriental Industries Organized by 
UNIOO in Ccope.!'etion wi th the Department of Industry ·and Commerce of tl:.e 
Republic of Ireland, the Irish Industriel DeveloifmentAuthority and t h e 
ShanRen i'ree Airport Development Company ( SF LDCO), ID/WGA12/21; 30 l'larcb. 
1972'; p. 6--:-7. . . ~ ·: . 

A definition of UNCTAD also ignores the importance of the use of 
labour and merely stresses the customs exemption statute: "A free 
indus trial develc:)ment zone is an enclave ~i thin a. pr otected national 
territory, usually situated near an airport and/or a kport through whict•. 
foreign capital goods, component parts of machines and raw materiels are 
imported ·Wi thout betng subjected to custoins duties. The imported products 
are transported to the zone and then exportêd elsewhere. Payment of 
customs. duties are only dcwanded when these products or finished productn 

·whose manufacture was affected by these duties, penetrate the protected 
national territory of- the host country (but this is an except~on since 
nôrmally, all production .is exported (9, p. 2). It is. also inexact to ma':_c 
comparisons with tax-free zones (free ports etc •• ~) sinoê the customs 
exemption statute is in this, :thei-r essentiel c.haracteristics. 
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Some o:f these .factories in developiné countries -are located · 
· . ... i : ~ . 

outside free_ z~ones when the conditions of usine; labour ·· in o "worlcl 

oriented';. i:O:du~t~y do exis-t. This · is what. is observed~ 

a) in places which .wei'e planned a11d develol'ed by· national 

. industries and bence, possess the necessary infrastru.cture. 

b) · in places which already have services required in i n Ctustry, 

such as harbct.ws and airports. Giant multinational firms 

tHltia.ys havé a vorld-oriented pro.djlction srst.em; but the 

ne.tfo'iù~l orga,nization of production is not liÎlke.d to' the 

dimensions of the firm .and, alt:qough most industries · produc-
. . 

·· ing for the world mark et are 'under . foreign · control, we· shall 

.also concern ,oarselvès in this ··article, .wi t}:} natiOnal'' ent'er­

prises wi th â world-wide vocation even if: :they are ' locat·~d 
outside free ~ones. 2 

3) Free production zones and Export industri.es in 1975: regional 

. distribution àrid employment. . . 

In 1975, in 39 eountries où.t of th·è 103 that. were·. stu_dieCl.; t h ere 

:were for .purposes of labour use, . industrial enterprises produ,cing solely 

ior export. 

·In 25 of the se countri'es, production was loèated in · free zones 

and in 9 o:f the se 25 latte,r countries, thore were. · al~o. e~port industries 

located outside free zones. In 1~ other countries, export industrjes 

were ·located outside a free production zone; in 7 ethers, the free 

production zones were under construction, -and in 5 oth~fs, eXJ>ort 

industrie's were under construction, outside free p roduction zo~es. 

2
• I~ anglo;._se·xon terminology, export fndustries are often designated 

by the terms "off~.shore installations". Similarly, in order to disignetc 
· the use on the : :-w<:>rld , a cale of labour force, and me~ns of producti~~' one 
talks of "off-shore production" and "cff-shore supp ly" (10, 11, h ;,. 

It is not by chance that nomenclatures of export industries in deve­
loping countries are quite different; thus in Trinidad and Toba.gc t t cy ar~ 
called "landlocked industries". in Mexic o "industries oaquilacloras" and i i.1 
Malaysia Bonded Factories. 
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Thus, in 1975, 51 countries out of 103 were still at the beginninc 

stag-es of export industrializati.:m: 39 possessed export industries 

within e.i:idoutside free zonee at full pl'd'duction 'activity, and 19. 

posoessed export industries under eonstruction. ··" The regional distri­

bution of . these 39 .countries is produced be lowg 

In Asie 15 ou~ of 33: 11 in free zones: Bahrein, flone Kong, 

India, Jordan, South. Korea, . . Lebanon, Malaysia, Philippines, SinBapore 7 

Syria and Taiwan; /j; ou.tside tree zones: I~donesia, Iran, Thailand, 

Turkey - and in 4 countries wi th free ~ones, ,Gxport . ind.ustries t-1ere 

set up outside these zones; India, Malaysia, Philtppines and Taiwan. 

In africa, 5 countries out of ~~ have free production zones: Egypt, 

Mauritius, Togo, Senegal and Tunisia; 3 have export industries withou.t 

free zonesg Ivory Co1:1st; Morocco, swa2lila~d • . ·:- .In .Tunisie, export 

industries are aleo establishcd 01,1tside the free zone. In Latin 

America, there are export industries in 16 out of 26 countries~ 9 
countries with free zones: Brazil 9 the Dominican Republic, El Slavaùor, 

Guatemal·a, Hatti, Colombie,. Mexico, Panama and Puerto Rico. In 7 

c·oui'ft~ie'i(,::..-ëipo·r··( i~dustrfës " éxi~:c:o-utsidë :fr"iie :iiii:,iïës g ·Barbados, 

Costa Rica, Jamaica, Nicaragua, Dut~b. : Indies·,~: ·:sania Lu.cià.~· - ·Trinidad­
Tobago.·· : In 1f co~ntries , wi th a free zone, · export industries are also 

loceted outside the se zones g Brazil, Tiai ti, Hexieo, Puerto lUco • 

Pinally, new free zones are under construction everywhere, even in 

countries which in 1975, had no free ~one and even somet~mes, no exp ort 

industry auch as Yemen and West Samoa. 

Spape will not allow us to produce in detail, all the results 

which appear clearly on . tables published in the · initial report and l'le 

shall merely point out here rather roughly that. in 1975, export indus­

tries in or outside free production zones operated or were going tc 

operatê· in 17 out of :n- counti"ies i -n- Asia.1: in· ,1) ou.t ,of ·l.t:LJ:· .c-oun~rieG 

· in .Africa and 21 out of 26 countries in . . :Latin "l.'lllerica. li'ree pr~ducti on 

zones e:r.istèd or were to be set up in 36 éountriesg .15 in Asia, 6 ir._ 

. ·~ . 
· . 

• 
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Africf,l/ i.5 ·iri Latin America. 
. . 

Export industrfes ou tsidé a.free zone 

opera:ted or were goine; to- operate in D ·countri e s in .ft..s'ia., 8 in Africa, 

à~d '12 ih Latin America. 

'I~ all, 79 free zones existee! in devel8ping'"c6untries, - ·z.:o ih 
'" A;sia,' ·il7 in 'Af~'i<i'a and 24 in Latin P...merica wh ile : ~9 . were under constru c-

ti~Îi (2o in Asià, 8 in Africa and 11 in Latin .Ame r ica) • 

_'1;he . .Jllajority 

~j're f:!Ucla_ves, that 

environment. Seme 

of these places, referred to as · free produetiori zones,. 
. ' • t i ' ~; . 1 ', :... •·. -. ' 

is; they are autonomous units, isolated ,·from their 

of th~m functio~ed . as .a ~iniature ' airp~rt: .a m:lnietu re 

maritime port or a miniature free trade area. Th e dimension -of a free 
. . 

zone may vary- from lesa than -10 hectares (forexample the ; TE,1Ujo:llg-Klin 

free zone in Malacca-Malaysia: 7 hectares, l!J: factories ~ 2! 000 .. "'ace 

earners in 1975) up to over 1,000 hectares (for exemple tJ1·k Bi!.taari 

e~port industry zone Mariveles, Philippines: 1,300 hectares, 23 factori cs, 

800 wag~~earners in 1976. _ 

The _- industrial zones of .free ports of Hong-Kong , Singap ore a*d 

Northern Mexico are special cases. ··The whol ,~ ·terri-tory somewh at 

çonstitu.tes · a freè zone and here, we selected only firrns which are 

:tor~ign-c~>ntrolled but i t is possible to find in this terri tory . all t he 
i.. 

~haracteristics of free sones • 

.. ' 

A survey h as sholr.'ll a growth in t h e. numb er of workers i n <t h ese 
\ .... 

free and export industry z ones since 1970: in s p ite of inadequate 

statistics, the number of workers in 1975 stood at least at ~20,000 in 

As~,a, .. ~0,000 in Africa, and 265 7 000 in Lati~ America thus amounting 
'?. 

to ' 725;000 in all out of which over 500,000 were i n free zones ;~ J in 

3 •For two countries, Tunisia, wi th 21..1: , 000 work ers in 1975 and Rai ti 
wi th 2 5 ,000 workers in 1973, it was not possib le to distinguish \'IOrlce r s 
employed in export industries within or outsi d3 f r ee zones. 
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some zones, these workers number more than some terms of thousands. · 

These figures represerit a minimum evaluation. For 12 countries among 

the 39 possessing free 'zones and expoZ:t industries in operation, i t 

was not possible calculate the number of workers even though it is 

known that production was very high (18, 19, 20). Examples are Iran, 

Morocco, Gu~tenialta, Co•ta Rica and Nicaragua (1~, 15, 16, 17). For 

other countries like India, Brazil, Taiwan, it wae .only possible to 

obtain the n\:unber of workers employed in free zones aithoughs to 

· estimate it at 4:12,000 (21), considering the size ·of industries producing 

'for expor~.. . Indeed, one was compell'èd to take account of only the 

workers ·· employed in · international firme 9 al though in Hong-:Kon~ for 

example · (22) ' and in many countries, national firms produce es'pecially 

f ·or the }.t~rld market. We have only selécted industriel · enterprises 

which, · at a given 'place, ·produce only for export by using labour. · · 

av.il~~le ~ in this pa~ticular place. · 

Thus, .we did not take account of enterprises which produce 

partly for the local market nor those enterprises which, as in the 

case of the majority of oil refineries, were established at a given 

plàce by virtue of the fact that · raw materials could be found there, 

.and n'ot because of the supply of labour. 4 From the examination o.f all 

the se data, i t can be concluded that''i in ; the 1970' s the developmimt of 

export industries and free zones was in nij way, a ~henoménon confined 

to a few countries, but extends to the who le world and is particularly 

considerable in South-East Asia and the Caribbean, ani much less in 

North ahd Southern Africa. 

Centre-periphery relations are also very distinct. )l'he control 

of production capital is in the hands of Japan in South-East Asia, in 

the hands of Western Europe with regard to Africe, and in the hands of 

the United States with regard to the Caribbean. The increase in i ndus­

trïlil e·stàbliàhmènts in any -particular ·region i ·s the direct re sul t of 

• 
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capital competition at the international level. When, at a .given 
. . . . . . 

. place·, the . establishment of an enterprise is ad,.ra~tegeous to a pa~ti­

. ··~ular fir~ t h e others which: are engaged in . c:o~peti ti on wi th i t are 
' compelled t o follow them and establish themselves in the seme zone. 

I~ o~her wordsp the. existence or strengthening of political, guaranteeo 

for investments, as in the case of mi li ta;ry_ di<?tatorships or, . ~ove~n­

~ents h·ostile to Trade Unions, plays a particularly important .role and 

this can ~e fou~d in r~gional distributi~n (see· .. jurther on -the,forth 

part of this article). 
.. 

The examina-t'ion of ·res\ilts-o1· thé--survêy" shôwî(· ü{a·{'~il · fo3 \ountries, 

one sees 'no correlation between the size of the population, the Gross 

National ~roduct and the establishment of . free zones and - e~po'i·t indus­

trieé; ~ host of ~uch correlations can be found in a count~y with a 

large p·cipulation and a rela.tively high GNP, such as Mexico, in countries 

with'' a large population and low per capi ta income such as Indo:à.esie, 

in countries witb a low population arid a relatively high "per 'Capite 
income, as in the Indies (or A~tilles) . and in countries with a -low 

population and low GNP such as Haiti. Th is is qu ite logical becaùse 

the pre-conditions for export production do not depend .on th~ lével 

of the economy of a country, but can be establisb.ed in any corner of 

the ; world. It was also observed that before 1960, these" inaustries in 

developing countries were non-existent; in 1966 there were bnly four 

countries4 in which industriel activity fl ourished: Hong-Kong; . Taiwan 

together with oneof the first free zones :Kaohsiung; in South Korea 

and at t he Northern frontier of Hexico • 

. : 4 • Among the five grea test exporting companies three refineries are 
situated iii developing countries (one in the Caribbeari; one in Western 
Asiaand one in Singapore). . ... · 

5·The free zones of Kandla in India and Mayaguez i n Puerto Rico became 
oper.ationel befpre 1966, but :failed ---t.o --e-upply --any genuine output before 
1975. . . . 
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The 'first free· production zone in Colombia, Barraguilla, was 

established at the same time, and in 1967 in Singapore (2~) on a large 
- 6 -. 1 

ecale, and so on. 

In 1971, the re were nine countries wi th free zones and thei_r 

increase ~~s ext~aordinarily rapid from 1972 to 1976, bence, in very 

few years, to become a world phenomenon wbich has since then, not 

ce~sed ~o increase. 

~) Investment conditions and stimulus to invest. 

All Free zones present more or lesa an infrastructure that falls 

in line with that recommended by UNIDO - whether with re~ard to . technical 

equipment, trade, monetary, fiscal or other conditions favouring inves~­

ment. Almost all the zones have access to ports or airports, have 

e~ough water and energy, communications ffcilities by rail, land, or 

water, telephones and telex, - industrial premises, maintenance and 

repair workshops and, for the workers, - trainine; and dress-making , 

(or tailoring) centres, beds and even housing ~ithout mentioning specifie 

services demanded by each firm. 

Everything that may, in addition, be required for production such 

as machines, tools, intermediate products, rew materials is i~ported 

locally by the firm which does not necessarily address itself to local 

suppliera orto other already established firms in t h e zone .even if t h ese 

firme can provide it with its needs. 

A.ll these advantages granted in most zones are in general, 

enshrined in a par-tioular code- governing t:he· · statue of free· ·z-ones and 

firms established ther:e. These codes off er strilr ii:J.g similari ties in 

all countries and with the aodel recomoended by ~J!DO. 

•Thanks to the establishment of multinational elect:.:-onic firms, 

followed by many others. 

t 



. REP~.J?~UCTION/Q8/82 

·Page 13 

It is however, necessa.ry to distinguish the clauses which lay 

doWn. the · obligations~ . related to production, and those which ~oncern t h e 
. . 

· pr-i:Vil~ges granted to investnïents, for wb. i :ch the financ:là:l benefi ts 

are consi.çlerable. The only genuirie obligation· to the firm i~ to exp ort 

the goodti. that it will have aianufactur·eêi in t h e zo-li e\ t !:ia.t ini ght . h ave 

bèen wholly: 'produced there,, only: ·assemb led o:t :Ünished, wi th .:t h e. 

pr6hibition, except in very few cases, to sell t h em on 'the local mark e t . 

Now, this obligation is in line wi th i ts scheme • . Other o.bli gati·bns, 

as for examp le, the demand of a certain type of p roduct exist ·at ·Ù mes. 7 

The most - important privilege gra!lted to 'investments is the 

supp ression of all limitatfon wi th 'regard to th~ · amount ·of inves'Çed 

· capital , ~nd wi tli' \ regard to i 'ts transf er a b road; · and this i:s the ~ery 
. rule in fr 'èe zones . located in countries wihch in addition· impose .· 

sévère control on foreign ·. capital. ·· · 

I~ gëneral, the following conditions are admitted e:verywhere: 

(a) . unlfmi ted trimsfer of profits right from t h e first year of p_roduc­

. tion; : (b) ·the repatria.tiÔn of ali ini ti·al investment, gerierally auth o­

ri~ed only afte~ three year~ • 
.. 1 .. 

Âll inpùts required for production (raw materials, intermediate 

products, etc.) are admitted duty-and-quota f ree, even wh en they cou ld 
.. .. ··.be '. sup~l{.:ld '. ; ~b~ally ~ .. 

Exemption from ai~ . cus1;oms tax, fr om taxe~ on. jncomes or profits, 
. . ., . s 

professionai tax, sales taxes etc •••• !'ls l ocal and re gional taxes is 
. ., ,· 

: l'! :·: . ~ . . 

7•rn South Korea for example, 
... ...QQll.f1_r..Lie_ .deman.de.d...._ ..•. ..... ·-- ---· 

., . .::: 

an initial investment of 50,000 U.S • 
-~ - . ·"· _ ..... ~ ........ ...... _ ....... , .... ~ --- -----···· ·- ··-·· ... ···-··· .. 

· ~. In Dakar-, to . be àdmi tted into .. n fr ce zone, on ·enployr:ient fi gur e 
for at leest 150 pers ons · is requir.ed • . ' In •oÏlè :zones}.· me a su res int enà ed 
for _protection of the environment are imposed. · 
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It m~y vary according_ .to all possibilitiea8 (22, p . 27) from 

~ low taxation rate for a limited time, (~ 5 p . 93-9~} to a ~otal and 

ul tipu.l.te exemption (26). Besides, subsiàiea may be granted in t h e 

. form ,.of preferentiel credits (27), ·ar specifie interest rates very 

often for energy and water supplies (28), for tr~nsport (29), rents 

a~~ building work s (30). etc •••• Sometimes subsidies are granted to 

h~lp in t h e payment of salaries, in Chile (37), or to train workers, 

in Sineapore (38, p. 17). 

Finally, political stimulus consiste in limiting ·sometimes 

as far as to the total suppression of every right, t he poli tical and. 

social rights of labour. in the se zones. Labour law• are wa(ved, . su ch 

as minimum. wages, social security contributions, . Union rights \oJ'h ich 

exist in the rest of the country9 (31, p . 48 and 50). Industriel 

enterprises wi th a world expo.rt vocation, located outside free zones, 

may also derive, a lot from these excepticnal advantages; particularly, 

exemption from customs duties9 the "Drawback system 11
, in which , the 

paid import taxes of firms are paid back et the time of exporting the 

products, end the "manufacturing-in-bond system" which authorizes 

imports tax-free, are the most frequ~nt systems ( 32, p. 6). 

Th ey may also derive a lot and frequently so from other financial 

advantages. It is more difficult to grant them political advantages t o 

which firme attach a great priee, and '"4 ich 1 .outside free zones, depend 
·~ ,· 

on the general poli tical and socil:ü situation -o f countries. Examples 

may be cited inter-alia in Nicaragua (33 ) t he "Off-Shore Assembly Lawsn 

(Banco Central de Nicaragua i.e. the Nicaragua Central Bank), in t he 

Philippines (:31J,), the report of the Asia/l'acific Business lnternationel 11 

... ... . . 

a. 
In B:ons""KQI:l/3 , n rn te. of. 15% tax on prpfi to ~ in Mal.aysio, cxenption 

for ten yenrs; ·in EgYl't, · total defini t e exeoption. 
o. 7

" In South :Korea, the working week, in the free zone may be sixty hours, 
and a special protection of enterprises is secured against strikes and 
labour bonflicts. 



i 
REPRODUCTION/08/82 

Page t5 

(27 November 197q); for South Zorea (35 p. 1 and 3) the report of 

the "Deutsche Gesellschaft für Wirtschefliche Zusarnmenaebeit" DEG i.e. 

the Germen Company for Economie Co-operation), %3 March 1976, and 

finally, what is noted by Richard w. Hoxon (36, p. 16) with regard 

to the conditions demanded by the Henacers of Firme for setting u:p 

an enterprise: "We want a place where we can have the t:..merican fleet 

between us and Continental (or main land) China". "We want to create 

a situation there in which we can allow goods, people and money to 

enter and leave easily". In seme countries in arder to do nnything 

whatsoever 9 ,one is obliged to seek authorization from thirty different 

official authorities, we shall not go to these countries." We shall 

go to these countries only when the Government hes set in motion, 

Trade Union Organizations". 

We have examined the working and invGstment conditions in free 

zones. I would like, in a subsequent article to show the consequences 

on the world scale, for exemple~ of low salaries, long working daye, 

intensive work, short term working ~ontracts and the prohibition of 

Trade Union Organizations; next, I shall examine s eme effects on the 

economie and social development of developing countries and of their 

industrielization geared towards the world market. I intend to establiû~ 

clearly, that this industrialization, which is determined by the 

interests nnd the rationality of capitalist expansion makes t h e deve­

lopment of developing countries of Asia, A.i'rica and Latin Americ a 

increasingly dependent and decreasingly specifie. These changes in 

the international division of labour lead to regional and qualificative 

upheavals of employment with effects on t h e livins and working condition c 

of the population at the world level9 and it is the overall body cf 

these changes which should be stuGied. 
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