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1. AGENDA SETTING

* (ntical questions far the palicy makers

 \Ahat are the key development goals,
* What isthe key constraints to development,

 Canthe SE/s address these constraints?

( For instance, is the lack of Al due to poor industrial infrastructure? Is it due to weak
institutions ( corruption, conplex licensing systens, rule of the law; poor regulations)? Isit due to
the geographical factors? Isit due to palitical fragility (Afghanistan)? Or, palitical isolation (
North Korea)?

» SE/s or even ather industrial parks cannat be the panacea of all development ills.



2. STRATEGY BUILDING



STRATEGIC APPROACH
* Key questions

* \hat is the broader development strategy ?

* Within this development policy what isthe role of trade and H1 7

* (Bxanples Isit just to pronmote foreign exchange to fund development strategy ( most south Asian economries
inthe 1970s and 1980s)? Is it to pronmote enployment (South Korea in the 1960s)? Is it to pronote domestic
industrialisation through technalogy ( Most countries nowfocus on this). But this requires linkages with the
dormestic economy and the integration of SEZinvestmment broader development strategy (i.e. the priority
sectors, priority activity...) (Bangladesh in 1980).

» SE/s need to be integrated into the broader development policy and strategic approach
should be based on this requirement.



MOVE FROM ENCLAVE TO DEVELOPMENT APPROACH
This requires integration of SEZ strategy into development strategy
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OBJECTIVES SHOULD BE FOCUSED AND NON COMPETING

* Tinbergen law: At least one palicy tool for one dbjective. Multiple dbjectives assigned toa single tool can lead
to competing prionties, a lack of focus, and an arbitrary incentive packages

//Measurable objectives within the national development strategy
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STRATEGIC TARGETING

* Type of zone: Vanety of SEZs
« Targeting location: Two different approaches: China ( State selection), India ( Market selection)

« Targetingindustries: Lawdf conparative advantage ( labour, natural resources, skills, capital)
( diversified/sectar focused?)

» Targetinganchors Costa Rica, South Africa B-I[Z



3. POLICY DESIGN

Legal framework
Institutional structure
Incentive structure



SEZ POLICY : & VERY COMPLEX PROCESS.
« SE/s: Acontentious issue over their development inpacts

» Qutsacross
* mnistenal portfolios
« different levels of government
* different interest groups
* Good practices
* identify the relevant stakeholders and honestly assess their capacities and resources.
* Legitimse the palicy by invalving muitiple arganisations and stakehalders in policy consultations

* The decisionstobe taken are....



LEGAL FRAMEWORK

« Awell designed legal framework is nat a pre-requisite for the SEZs. (Ching, BPZs of many
countries including South Korea and India)

* But it is becoming a necessity due to conplex landscape of economic palicies in particular
industrial parks and institutional structures ( private SEZs, intemational laws..)

 SE/Z act should be comprehensive with dispute settlement and penalties etc...

 Many countries support the SEZact with a battery of ather acts. Many athers have SEZ rules
to suppart the Act for finer details

* Should be overmding and should have grand fathering clause.
* Al domestic acts should have SEZ provisions



INSTITUTIONAL STRUCTURE (ADMINISTRATIVE
ARRANGEMENT)

» S/ regulator: Responsible for policy meking
* The regulator is always the public sector. May have representation fromthe private sector-

» SEZ owners and ar developers: Infrastructure developers and utility providers
* (Can be the public or the private sectar.

» SEZ managers: Those directly responsible for SEZs governance and rules meking.
* Can be the public or the private sector.



THE RELATIONS BETWEEN THEM DEPENDS ON OWNERSHIP

* Types of ownership arrangements
« Public sector ownership (until the nid 1980s) (Including state-state SEZ5)
* BEmergence of private SEZs (Md 1980s) Frst in Latin Aerica and then spread to ather regions. ( Fully private or PPP)

* Rublic ownership : namally the regulator, developers and managers all are public owned But now newtrend
emerging with developer being a separate identity ( normally public but also private conpany)

* Private ownership : These stakeholders vary

* Chaice of a sutable model is contextual. Pros and cons far bath
* No systengtic relationship seen between the ownership and performance.



 REGULATORY BODY

« The regulatary body ( a vast variety of approaches)

« Autonomous SEZ regulatory agencies (inter-ministerial) or corporations (Corporate sector based
approach) (S Lanka, |EAT of Thailand)

« Ancharing the regulatar in the highest authority (Bangladesh Dorrinican Republic). It reflects the pdlitical
conmitrrent to SEZs

« Departrments based in specific nministries with ar without inter-nrinisterial representation (China and
Indlia)



THE RELATIONSHIP BETWEEN REGULATORY BODEY
AND OWNERS/DEVELOPERS/MANAGERS

* Power distribution
* Regulatory powers
« Admnistrative powers
* Hscal powers

» China has a highly decentralised systemaof SEZs through all dimensions of power distribution
* Innost countries only administrative powers given to SEZs. No regulatory or fiscal autonomy.



INCENTIVE STRUCTURE



ONE STOP SHOP TO BOTH DEVELOPERS AND INVESTORS

 Governance of SEZs: It is nat only about approvals but about setting up SEZs/units and aperating in them

Coordination between different layers of government agencies
Coardination between different government ministries
Coardination between regulator, developers and managers.
- Good practices

China: One stap shap, Incentive driven system

The Philippines: Considered ane of the best ane stop shops

S Lanka: Port Gty SEZ

Bhiopia : Sngle window

Dubai

Bangladesh has 0SS Act ( however needs to be nmade nore effective).



BUSINESS FACILITATION

e  Mnimal licensing requirements

«  Sreanined customprocedures and trade facilitation ( Bonded zones and FTZs of China nat only special custom
supervision areas but also logistics facilitation)

« Hficent dispute settlement mechanisms for SEZinvestor

* Recourse to hinding international investment arbitration, or
 Dedicated intermal SEZ mechanisis for administrative reviews and ather natters

* Penalties

* Provisions of penaltiesin case of misuse of SEZ prenise or non conrpliance with the rules



FISCAL AND NON-FISCAL BENEFITS

* Hscal
 (ntical inthe early stage
* Design around the strategic dbjectives
* Sinple tax system ( avoidance of mainland exenytions)
« WO compliant: There are possibilities
Rexibility (Taiwan of China and Korea)
 Have a sunset clause
Hfectively inplemented

* Nonfiscal
« Relaxation in regulatory regimes based on the dbjectives (Moser Baer exanple in India)
« Relaxationsin Foreign exchange regimes and transactions (Overseas banking units)
* Permission of giving investient servicestotenants
* Movement of natural persons



INFRASTRUCTURE

 Physcal ongte infrastructure

« Offsite infrastructure: fast track and efficient linkages/provisions
 Soaial infrastructure provisions

* Soft infrastructure : [T related and business services

* Sector spedific infrastructure

« The plans need to be adequately backed by investments plans/prograns for infrastructure to be
inplemented in a phased manner-.



LABOR STANDARDS

* Decent enployment
e |LOnoms for labour standards

 Soaial auditing certification

Transparent foreign worker regime
« Lhified multiple-entry Visa /Work Permit / Residency / 1D/ Social Security Card
* Msa fadilitation (Msa-free tenporary entry, Permanent residence visas)

Credible systemfar resolving enployment disputes
Oifferent practices
* Integrated inspection systens
* |ndependent labor departments within the SEZs
» Pronoting a culture of conpliance through self-assessment:
* Tripartite conrittees (Si Lanka);
» Bangladesh's Labour associations



- LABOR TRAINING AND SKILL DEVELOPMENT

Initiation with the help of autharity (Penang Skill Development Corporation in Malaysia, India)

Initiation by private developers ( India)

Initiation by conpanies

CSRresponsibility inposed by SEZ authority in exchange for concessions (India, China)



ENVIRONMENT

o Avironmrent standards
* Nbrelaxation
« Evironment Assessiment systens for SEZs, no such requirement for tenants ( India, Vietnam)
* Promotion of green SEZs (India and China)
* Encouraging industry associations

* Fast-Track Environmental approval for Small Development Prgjects

* (lear environmental gudelines



owering of barmers for backward linkages:
* local suppliers should be extended benefits asindirect exporters.

* Nb need for an expart license for the sale of any goods and services to enterprisesin a free zone or single
factory zone

* Trade with domestic enterprise in local curency
* Subcontracting

- Fostering forward linkages
 DIAnat at full customduty

« Duty only oninported conmponents ( India: Bad practice)
* Encouraging the formation of industry associations



* To unleash the patential of SEZs, palicy-makers need to identify the relevant issues and adopt a systematic
approach to address them

 Asdtrategic approach is required to reap the existing and patential opportunities offered by SEZs.
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