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C h a p t e r  1  

I n t r o d u c t i o n  

1 .1  Research  Subjec t  

R e c e n t l y ,  a n  a r t i c l e  w a s  p u b l i s he d  i n  Th e  S t a r  B u s i n e s s  R e p o r t , 1 

c o m m e n t i n g  o n  t h e  c u r r e n t  s t a t e  o f  A f r i c a n  t r a de .  A c c o r d i n g  t o  

V a l e n t i ne  R u g w a b i z a ,  d e pu t y  d i r ec t o r - ge n e r a l  o f  t h e  Wor l d  T r a d e  

O r g a n i z a t i o n  ( WT O ) ,  A f r i c a  i s  e x p e r i e n c i n g  exc e p t i o na l l y  l o w  l ev e l s  o f  

i n t r a - A f r i c a  t r a d e .  T h i s  l o w  l e ve l  i s  r e s t r i c t i n g  t h e  po t e n t i a l  

d e v e l o p m e n t  o f  t h e  A f r i c a n  c o n t i ne n t .  C u r r e n t l y ,  A f r i ca ’ s  e n t i r e  s h a r e  

o f  w o r l d  t r a d e  i s  l e s s  t h a n  3 % .  T h i s  s i t u a t i o n  i s  a t t r i bu t e d  t o  Af r i c a ’ s  

n a r r o w  r a n g e  o f  e x p o r t s  a n d  o v e r - d e p e n d e n c e  o n  p r i ma r y  p r o d u c t s .  T o  

a d d r e s s  t h i s  p r o b l e m,  t h e  a r t i c l e  c omes  t o  t h e  c o n c l u s i o n  t h a t  t h e r e  h as  

b e e n  i n s u f f i c i e n t  i n v e s t me n t  i n  i n f r a s t r u c t u r e  t h r o u g h o u t  t h e  A f r i c a n  

con t i nen t .  Th i s  c an  be s t  be  e mphas i s e d  b y  t h e  f o l l o w i n g  s t a t e me n t  b y  

t h e  P r e s i d e n t  o f  G h a n a :  

G h a n a  w a s  t h e  f i r s t  s u b - S a h a r a n  n a t i o n  t o  w i n  i t s  i n d e p e n d e n c e  

f r o m a  c o l o n i a l  p o w e r  i n  1 9 5 7 ,  y e t  t h e  a v e r a g e  p e r  c a p i t a  i n c o me  

o f  my  pe op l e  i s  l ower  t han  i t  was  i n  t he  19 6 0 ’ s ,  f o u r  d e c a de s  

a f t e r  i n d e p e n d e n c e .  S o me  o f  t he  b l a me  f o r  t h i s  w e  G h a n a i a n s  

m u s t  a c c e p t .  M y  c o u n t r y  m u s t  a ck n o w l e d g e  t h a t  c o r r u p t i o n  i s  a  

c a n c e r  o n  o u r  p u b l i c  a n d  e c o n o mi c  l i f e  a n d  mus t  b e  c o n t a i n e d .  

One  hund red  yea r s  ago ,  ou r  t r ad ing  was  l imi t ed  t o  t he  supp ly  o f  

r a w  ma t e r i a l s ,  ma i n l y  g o l d ,  t i mb e r  a n d  c o c o a .  O n e  h u n d r e d  y e a r s  

l a t e r ,  o u r  t r a d i n g  c o n s i s t s  o f  r a w  m a t e r i a l s ,  ma i n l y  g o l d ,  t i mb e r  

a n d  c o c oa .  I  mus t  a d mi t  t h a t  G h a n a ’ s  p a t h  t o  s e l f  r e l i a nc e  h a s  n o t  

b e e n  s mo o t h .  I  a m  p a i n f u l l y  a w a r e  t h a t  i t  h a s  b e e n  c h a r a c t e r i s e d  

b y  o n e  s t e p  f o r w a r d  a n d  t w o  s t e p s  b a c k w a r d . 2 

S a d l y ,  t h e  s t o r y  o f  G h a n a  i s  n o t  u n i q u e  t o  t h e  A f r i c a n  c o n t i n e n t .  

I n d u s t r i e s  i n  A f r i c a  a r e  p o o r l y  d e v e lo p e d  a n d  e x p o r t s  r e ma i n  ma i n l y  i n  

                                                            
1 Wednesday,  18 Apri l  2012 
2 SN Ngwenya  Advocates  for  Change:  Regional In tegrat ion in Africa (2011) 261.  
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p r i ma r y  c o m m o d i t i e s .  H o w e v e r ,  g o ve r n me n t s  w i t h i n  A f r i c a  a r e  s l o w l y  

s t a r t i n g  t o  i mp l e me n t  i n d u s t r i a l  p o l i c i e s  w i t h  t h e  s o l e  p u r p o s e  o f  

d ive r s i f y ing  and  expand ing  i t s  exp o r t  ma r k e t s .  O n e  s u c h  p o l i c y  

i n s t r u me n t  u s e d  i s  t h e  i m p l e me n t a t i o n  o f  s p e c i a l  e c o n o m i c  z o n e s  

( S E Z s ) .  S o u t h  A f r i c a  i s  no  e x c e p t io n  i n  t h i s  i mp l e m e n t a t i o n .  A f t e r  

Sou th  Af r i c a  became  a  p a r t y  t o  t h e  M a r r a ke sh  A g r e e m e n t  o f  t he  WT O  

i n  1 9 9 5 ,  a  p e r i o d  o f  e x c e s s i v e  l i b e r a l i s a t i o n  fo l l o w e d .  T h i s  e n t a i l e d  t h e  

r e d u c t i o n  a n d  r e s t r u c t u r i n g  o f  t h e  t a r i f f  s t r u c t u r e ,  t h e  a b o l i t i o n  o f  

su r cha rges  and  t he  s c r a p p i n g  o f  t h e  G e n e r a l  E x p o r t  I n c e n t i v e  Sc h e me . 3 

T h i s  c r e a t e d  a d va n t a g e s  f o r  S o u t h  A f r i c a  s u c h  a s  l o w e r  ma r k e t  

c o n c e n t r a t i o n ,  e n h a n c e d  c o n t e s t a b i l i t y ,  i n c r e a s e d  p r o d u c t  

d i f f e r en t i a t i on  a s  we l l  a s  enha n c i n g  t h e  r a t e  o f  i n n o v a t i o n . 4 

T h e s e  a d v a n t a g e s  e n a b l e d  S o u t h  A f r i c a  t o  us e  S E Z s  a s  a  t o o l  t o  k i c k -

s t a r t  i n d u s t r i a l i s a t i o n .  Th i s  c r ea t ed  new  economi c  o p p o r t u n i t i e s  a s  w e l l  

a s  e mp l o y me n t  o p p o r t u n i t i e s ,  w h i c h  by  ex t ens ion  gene ra t e  i ncome  fo r  

c o n s u mp t i o n .  I n  A f r i c a ,  i t  i s  t r u e  t h a t  ma n y  c o u n t r i e s  a r e  p o o r  a n d  h a v e  

s c a r c e  r e s o u r c e s  f o r  i n v e s t me n t  i n  p roduc t i ve  capac i t y  and ,  

c o n s e q u e n t l y ,  t h e y  t r y  t o  a t t r a c t  f o r e i g n  c a p i t a l  t o  p r o d u c e  g o o d s  a n d  

s e r v i ce s  f o r  f o r e i g n  ma r k e t s . 5 T h e r e  a r e  a l s o  t h o s e  t h a t ,  b y  c o n t r a s t ,  

h a v e  g o o d  a c c e s s  t o  c a p i t a l  b u t  p o t e n t i a l  i n v e s t o r s  h a v e  l i mi t e d  

i n c e n t i v e s  t o  i n v e s t  o w in g  t o  r e g u l a t o r y  r e s t r i c t i o n s ,  t r a d e  b a r r i e r s  a n d  

i n e f f i c i e n t  a d mi n i s t r a t i o n . 6 B o t h  o f  t h e s e  s i t u a t i o n s  c r e a t e  t r o u b l e  f o r  

i n v e s t o r s .  T h u s  i n  o r d e r  t o  a t t r a c t  f o r e i g n  i n v e s t me n t  g o v e r n me n t  

i n t e rven t i on  i s  r e l axed  a n d  i n c e n t i ve  p a c k a g e s  a r e  a t t a c h e d  f o r  c a p i t a l  

i n v e s t me n t  i n  e xp o r t - o r i en t e d  p rod u c t i o n  i n  a  l i mi t e d  a r e a .  T h i s  i s  

p r o b a b l y  t h e  ma i n  s t r a t e g y  u s e d  b y  g o v e r n me n t s  t o  a t t r a c t  i n v e s t o r s  t o  

S E Z s  i n  t h e  h o p e  o f  s t i mu l a t i n g  e c o n o mi c  a c t i v i t y .   

                                                            
3 AA Dippenaar :  “Industr ia l  Development Zones as  a  Pol icy Instrument  in  South Afr ica” 
(2001)  p 18.   
4 Ib id .  
5 M Engman,  O Onodera and E Pinal i  “Expor t  Processing Zones:  Past  and Future Role in  
Trade and Development”;  OECD trade Policy Working Papers,  No.  53,  OECD Publishing,  
Par t  2  (2007) 51.  
6 Engman et  a l  (2007)  51.  
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F o r  d e v e l o p i n g  c o u n t r i e s ,  S E Z s  h a v e  t r a d i t i o n a l l y  h a d  b o t h  a  p o l i c y  

a n d  a n  i n f r a s t r u c t u r e  r a t i o n a l e .  I n  t e r ms  o f  p o l i c y ,  t h e  S E Z  c a n  b e  a  

u se fu l  t oo l  a s  pa r t  o f  an  ove ra l l  e c o n o mi c  g r o w t h  s t r a t e g y  t o  e n h a n c e  

i n d u s t r y  c o mp e t i t i v e n e s s  a n d  a t t r a c t  f o r e i g n  d i r e c t  i n v e s t me n t  ( F D I ) .  

T h r o u g h  S E Z s ,  g o v e r n me n t s  a i m t o  d e v e l o p  a n d  d i v e r s i f y  e x p o r t s 7 

w h i l e  ma i n t a i n i n g  p r o t ec t i v e  b a r r i e r s ,  t o  c r ea t e  j o b s ,  a n d  t o  p i l o t  ne w  

p o l i c i e s  a n d  a p p r o a c h e s  ( e . g .  i n  c u s t o ms ,  l e g a l ,  l a b o u r  a n d  p u b l i c –

p r i v a t e  p a r t n e r s h i p  a s p e c t s ) . 8 S E Z s  a l s o  a l l o w  f o r  mor e  e f f i c i e n t  

g o v e r n me n t  s u p e r v i s i o n  o f  e n t e r p r i s e s ,  p r o v i s i o n  o f  o f f - s i t e  

i n f r a s t r uc t u r e  a n d  e n v i r o n me n t a l  c o n t r o l s . 9 

T h e  f a t e  o f  S E Z  i n i t i a t i ve s  h a s  t o  a  g r e a t  e x t e n t  b e e n  d e t e r mi n e d  f r o m  

t h e  o u t s e t  b y  t h e  c h o i c e s  ma d e  i n  t h e  e s t a b l i s h me n t  o f  p o l i c y  

f r a me w o r k s ,  i n c e n t i v e  p a c k a g e s  a n d  v a r i o u s  o t h e r  p r o v i s i o n s  a n d  

b u r e a u c r a t i c  p r o c e d u r e s .  E x p e r i e nce  sugges t s  t ha t  ma x i mi s ing  t he  

b e n e f i t s  o f  z o n e s  d e p e n d s  o n  t h e  d eg r e e  t o  w h i c h  t he y  a r e  i n t e g r a t e d  

w i th  t he i r  hos t  e conomi es  and  t he  ov e r a l l  t r a d e  a n d  i nv e s t me n t  r e f o r m  

a g e n d a .  I n  p a r t i c u l a r ,  w h e n  z o n e s  a r e  d e s i g n e d  t o  p i l o t  l e g a l  a n d  

r egu l a to ry  r e fo rms  w i th in  a  p l anned  p o l i c y  f r a me w o r k ,  t h e y  a r e  mo r e  

l i k e l y  t o  r e a c h  t h e i r  o b j e c t i v e s . 10 

S o me  c o u n t r i e s  h a v e  e s t a b l i s h e d  SE Z s  t o  i n c r e a s e  f o r e i g n  e x c h a n g e  

e a r n i n g s  w h i l e  y e t  o t h e r s  h a v e  a i me d  t o  s t i mu l a t e  p r o d u c t i o n  o f  n o n -

t r a d i t i o na l  e x p o r t s  s u c h  a s  e l e c t r o n i c s  a n d  a u t o mo b i l e s .  S E Z s  h a v e  a l s o  

b e e n  l oc a t e d  i n  d i s a dva n t a g e d  r e g i o ns  o r  c i t i e s  t o  t a c k l e  

u n e mpl o y me n t .  Wi t h  t i me ,  s o me  c o u n t r i e s  h a v e  b e n e f i t e d  f r o m t h e  

s i g n i f i c a n t  d y n a m i c  e f f e c t s  t h a t  f o r e i g n  i n v e s t me n t  c a n  b r i n g .   

                                                            
7 According to the World Trade Report  (2011) 31,  South Afr ica’s  to tal  merchandise 
exports  peaked at  $82 bi l l ion,  which is  up 10% from 2005.  South Africa’s  exports  of  
commercial  services  for  the same year  peaked at  $14 bi l l ion,  which is  up only 5% since 
2005.  
8 FIAS “Special  Economic Zones Performance,  Lessons Learned and Implicat ions for  Zone 
Development” (Apri l  2008) 34.  
9 Ib id .  1.  
10 Ib id .  
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The  deve lopmen t  o f  SEZs  ha s  no t  co me  w i t h o u t  s i g n i f i c a n t  c o s t s .  O n e  

o f  t h e  r e a s o n s  f o r  i n v e s t o r  s u c c e s s  i n  s o me  S E Z s  i s  t h a t  t h e y  a v o i d  

ma n y  o f  t h e  c o s t s  o f  t a x a t i o n ,  l abou r  s t anda rds ,  human  r i gh t s  

o v e r s i g h t ,  a n d  s a f e t y  a n d  e n v i r o n me n t a l  r e g u l a t i o n s  t o  w h i c h  o t h e r  

s ec to r s  i n  t he  s ame  coun t ry  mu s t  a d h e r e  w h e n  d o i n g  b u s i n e s s . 11 I t  c a n  

b e  a r g u ed  t h a t  t h e s e  r e gu l a t o r y  a v o i d a n ce  me c h a n i s ms  u l t i ma t e l y  

b e n e f i t  t h e  c i t i z e n s  b e c a u se  S E Z s  b r i n g  e mp l o y me n t  a n d  i n f r a s t r u c t u r e  

t o  t h e  a r e a ,  w h i l e ,  o n  t h e  o t h e r  h a nd ,  i t  c a n  a l s o  b e  a r g u e d  t h a t  t h e  

z o n e s ’  b e n e f i t s  a r e  n o t  w o r t h  t h e  d e g r a d a t i o n  t h a t  t h e  S E Z s  c a u s e  t o  a  

d e v e l o p i n g  c o u n t r y .   

I n d u s t r i a l  d e v e l o p me n t  i n  S o u t h  A f r i c a  i s  a  t o p  p r i o r i t y  a s  i t  h o l d s  t h e  

key  t o  e conomi c  p ro spe r i t y  and  succes s .  The  c o u n t r y  n e e d s  t o  c r e a t e  

a n d  s u s t a i n  e c o n o mi c  o p p o r t u n i t i e s  i n  a l l  i t s  r eg ions ,  e spec i a l l y  t he  

u n d e r d e v e l o p e d  r e g i o n s ,  d e v e l o p  m u c h  n e e d e d  r e g i o n a l  d e v e l o p me n t  

p l a t f o r ms ,  c r e a t e  j o b s  f o r  a  g ro w i n g  p o p u l a t i o n ,  a n d  i mp r o v e  t h e  

gene ra l  l i v ing  s t anda rds  o f  i t s  c i t i z ens .  Acco rd ing ly ,  SEZs  can  be  

u s e f u l  i n s t r u me n t s  t o  s u p p o r t  n a t i o n a l  a n d  r e g i o n a l  i n d u s t r i a l  

d e v e l o p m e n t  p o l i c y  o b j e c t ive s ,  bu t  t hey  r equ i r e  s t r ong  coo rd ina t i on  a t  

a l l  l e v e l s  o f  g o v e r n me n t ,  a d e q u a t e  f i n a n c i a l  an d  t e c h n i c a l  r e s o u r c e s  

a n d  c l e a r l y  t a r g e t e d  i n d u s t r i a l  c a p a b i l i t i e s  a n d  i n v e s t me n t s .   

T h e r e  i s  a  c o mpr e h e n s i v e  me n u  o f  S E Z s  t h a t  c a n  b e  u s e d  i n  t h e  v a r i o u s  

r e g i o n a l  c o n t e x t s . 12 R i c ha r d  Bo l i n ,  co - d i r ec t o r  o f  t he  World Economic 

Processing Zones Association ( W E P Z A ) ,  p r e s e n t e d  c o n v i n c i n g  e v i d e n c e  

a s  t o  t h e  s u c c e s s  o f  z o n e  i m p l e me n t a t i o n .  T h e  l e v e l s  o f  e x p o r t s  f r o m 

1 9 9 3  t o  1 9 9 6  i n  c o u n t r i e s  e x p o r t i n g  t o  t h e  U n i t e d  S t a t e s  a n d  E u r o p e  

w e r e  a s  fo l l o w s :  Th o s e  w i t h  z o n e s  i n  t h e  l o w er  mi d d l e  i n c o me  h a d  a n  

i n c r e a s e  i n  e x p o r t s  o f  7 2 % ,  a n d  t hose  w i thou t  zones ,  1%.  In  t he  uppe r  

mi dd l e  i ncome  coun t r i e s ,  t hose  w i th  zones  62%,  and  t hose  w i thou t  

                                                            
11 M Murray “A Survey of  Special  Economic Zones” (February 2010) 
h t tp : / /b logs. law.uiowa.edu/ebook/faqs/what-are-special-economic-zones (accessed 
October  2011) p  7.  
12 “Pol icy on the Development  of  Special  Economic Zones in  South  Afr ic”a (2012) 22.  
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z o n e s  o n l y  3 3 % . 13 C l e a r l y ,  t he r e  mus t  b e  a n  a dv a n t a g e  t o  h a v i n g  t h e s e  

zones .  

1 . 2  P r o b l e m  S t a t e m e nt  

I n  2 0 0 0 ,  t h e  S o u t h  A f r i c a n  g o v e r n me n t  e s t a b l i s h e d  t h e  I n d u s t r i a l  

D e v e l o p me n t  P r o g r a m me .  T h e  ma i n  f o c u s  o f  t h i s  p r o g r a m me  w a s  t o  

a t t r a c t  f o r e i g n  d i r e c t  i n v e s t me n t  an d  g e n e r a t e  e x p o r t s  o f  v a l u e - a d d e d  

c o m m o d i t i e s .  H o w e v e r ,  t h e r e  w e r e  ma n y  l i m i t a t i o n s  an d  s h o r t co mi n g s  

a s s o c i a t ed  w i t h  t h i s  p r o g ra m m e  w h i c h ,  i n  t u r n ,  p r o v i d e d  g o v e r n me n t  

w i t h  t h e  r a t i o n a l e  f o r  a  mo r e  i n c l u s i v e  i n d u s t r i a l  f a c i l i t a t i o n  mo d e l  i n  

t h e  f o r m  o f  t h e  p r o p o s e d  S E Z  p r o g r a m m e . 14 A l t h o u g h  t h e  a c h i e v e me n t s  

o f  t h e  e x i s t i n g  I D Z s  h a v e  b e e n  a cknowledged ,  gove rnme n t  neve r the l e s s  

f e l t  t h a t  m o r e  c o u l d  b e  ac h i e v e d  i f  t h e  c h a l l en g e s  i d e n t i f i e d  w i t h i n  t h e  

e x i s t i n g  I D Z s  c o u l d  b e  e f f e c t i ve l y  a d d r e s s e d .   The  SEZ  p rog ramme  i s  

i n t e n d e d  t o  a d d r e s s  t h e s e  c h a l l e n g e s  a n d  b u i l d  u p o n  t h e  p r e v i o u s  

d e v e l o p m e n t  p r o g r a m m e .  

1 . 3  R e s e a r c h  Q u e s t i o n  

T h r o u g h o u t  t h i s  s tu d y ,  t h e  c e n t r a l  t h e me  w i l l  e n c o mpa s s  t he  que s t i o n  

o f  w h e t h e r  t he  n ew  d r a f t  S p e c i a l  E co n o mi c  Z o n e s  B i l l  a n d  p o l i c y  w i l l  

be  ab l e  t o  a t t r a c t  t he  much  de s i r ed  FDI ,  a s  we l l  a s  a ch i eve  o r  

con t r i bu t e  t o  Sou th  Af r i c a ’ s  ove ra l l  deve lopmen t  s t r a t egy .  I n s t ead  o f  

d e v e l o p i n g  a n d  a d d r e s s i n g  t h e  s h o r t c o mi n g s  o f  t h e  p r e v i o u s  I D Z  

p r o g r a m me ,  w h i c h  w a s  i n t r o d u c e d  t h rough  t he  Man u f a c t u r i n g  

D e v e l o p me n t  A c t , 15 a n  e n t i r e l y  n e w  A c t  a n d  p o l i c y  i s  p r o p o s e d .  T h i s  

b e g s  t h e  q u e s t i o n  o f  w h i c h  i s  b e t t e r ,  t h e  d e v i l  y o u  k n o w ,  o r  t h e  d e v i l  

you  don ’ t ?  

1 .4  Thes i s  S ta t ement  

A s  a  d e v e l o p me n t a l  t o o l ,  S E Z s  a r e  a b s o l u t e l y  e s s e n t i a l  t o  a  c o u n t r y  a n d  

S o u t h  A f r i c a  c a n n o t  a f f o r d  t o  l a g  b e h i n d .  A s  S o u t h  A f r i c a  i s  r e g a r d e d  
                                                            
13 RC Haywood: “Economic Real i t ies  and Free Trade Zones” (2004).   
14 “Pol icy on the Development  of  Special  Economic Zones in  South  Afr ica” (2012) v .  
15 Act  No 187 of  1993.  
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a s  t h e  w i n d o w  i n t o  A f r i c a  a n d  w i t h  m o r e  i n v e s t o r s  w i s h i n g  t o  e s t a b l i s h  

a  b a s e  o f  o p e r a t i o n s  w i t h i n  S o u t h  Af r i c a ,  SEZs  p rov ide  an  exce l l en t  

e n v i r o n me n t  f o r  t h e s e  i n v e s t o r s .  H o w ev e r ,  a  c l e a r  a n d  t r a n s p a r e n t  l e g a l  

a n d  p o l i c y  f r a me w o r k  i s  e s s e n t i a l  t o  a t t r a c t  po t e n t i a l  F D I  a n d  c r e a t e  

c e r t a i n t y  a n d  s e c u r i t y  a mo n g  i n v e s t o r s .  

1 .5  S truc ture  o f  Thes i s  

T h e  t h e s i s  i s  s t r u c t u r e d  a s  fo l l o w s :  C h a p t e r  2  w i l l  p r i ma r i l y  fo c u s  o n  

t h e  c o n c e p t  o f  S E Z s ;  w h a t  t h e y  a r e  and  whe re  t hey  a r e  encoun t e r ed .  An  

a t t e mp t  i s  ma d e  t o  d e t e r mi n e  t h e  i mp o r t a n ce  o f  t h e  S E Z s  t o  d e v e l o p i n g  

c o u n t r i e s .  T h i s  i s  p a r t l y  s o  a s  t o  j u s t i f y  t h e  s t u d y  a n d  t o  o u t l i n e  i t s  

r e l e va n c e .  C h a p t e r  3  s p e c i f i c a l l y  f o c u s e s  o n  S E Z s  i n  S o u t h  A f r i c a .  T h e  

c h a p t e r  t r a c e s  t he  h i s t o r y  o f  S E Z s  i n  t h a t  c o u n t r y  a nd  t h e i r  e v o l u t i o n  

t h r o u g h  t o  t h e i r  c u r r e n t  s t a t u s ,  a n d  a l s o  a n a l y s e s  t he  s t r e n g t h s  a n d  

w e a k n e s se s  o f  t h e  c o n c e p t .  C h a p t e r  4  e mp h a s i s e s  t h e  i m p o r t a n c e  o f  F D I  

f o r  a  c o un t r y  s uc h  a s  S o u t h  A f r i c a ,  and  t he  way  i n  wh ich  SEZs  can  be  

u s e d  t o  a t t r a c t  p o t e n t i a l  i n v e s t o r s .  C h a p t e r  5  t a k e s  i n t o  a c c o u n t  

mi s c e l l a ne o u s  i s s ue s  w i t h  r e g a r d  t o  S E Z s  a n d  c o n s i d e r s  t h e i r  p o t e n t i a l  

a d v a n t a g e s  a n d  d i s a d v a n t a g e s .  C h a p t e r  5  c o n c l u d e s  t he  d i s s e r t a t i o n .  
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C h a p t e r  2  

I n t r o d u c t i o n  t o  Spe c i a l  E c o n o m i c  Zon e s  

2 . 1  W h a t  i s  a  S p e c i a l  E c o n o m i c  Zon e ?  

S p e c i a l  e c o n o mi c  z o n e s 16 ( S E Z s )  a r e  a  p o l i c y  i n s t r u me n t  t h a t  ha s  b e e n  

u sed  by  gove rnme n t s  a l l  ove r  t he  wor l d  t o  p r omo t e  t r a de  a n d  F D I  i n  t h e  

h o s t  c o u n t r i e s .  Th e s e  p o l i c y  i n s t r u me n t s ,  r e f e r r e d  t o  a s  S E Z s ,  h a v e  

b e c o me  i n c r e a s i n g l y  c o m m o n  a s  c ou n t r i e s  have  sh i f t ed  f rom impor t  

s u b s t i t u t i o n  p o l i c i e s  t o  e xp o r t - l e d  g r o w t h  po l i c i e s . 17 A c c o r d i ng  t o  

s t a t i s t i c s  p r o v i d e d  b y  t h e  I n t e r n a t i o n a l  L a b o u r  O r g a n i z a t i o n  ( I L O ) ,  t h e  

n u mbe r  o f  S E Z s  h a s  i n c r e a s e d  e x p o n e n t i a l l y  f r o m 7 9  i n  2 5  c o u n t r i e s  i n  

1 9 7 5  t o  s o me  3  5 0 0  z o n e s  i n  1 3 0  c o u n t r i e s  i n  2 0 0 6 ,  e mp l o y i n g  a n  

e s t i ma t e d  6 6  mi l l i o n  w o r k e r s ,  2 6  mi l l i o n  o f  w h o m  w e r e  e m p l o y e d  

o u t s i d e  C h i n a . 18 S E Z  p r o g r a m m e s  a r e  c o n s i d e r e d  t o  b e  a  v e r y  e f f e c t i v e  

t o o l  u s e d  b y  ma n y  e c o n o mi e s  t o  p r o m o t e  t r a d e ,  e c o n o mi c  g r o w t h  a n d  

i n d u s t r i a l i s a t i o n . 19 T h e  z o n e s  a c t  a s  a  ma g n e t  f o r  i n v e s t me n t  i n  

d e s i r a b l e  a c t i v i t i e s  i n  s pe c i a l l y  de s igna t ed  a r ea s  by  p rov id ing  qua l i t y  

i n f r a s t r uc t u r e  c om p l e me n t e d  b y  a n  a t t r a c t i v e  i nc e n t i ve  p a c k a g e ,  

b u s i n e s s  s u p p o r t  s e r v i c e s ,  c l u s t e r  d ev e l o p me n t  a n d  mi n i ma l  r e d  t a p e . 20  

T h e r e  a r e  ma n y  d e f i n i t i o n s  f o r  a n  S E Z .  H o w e v e r ,  t h e  m o s t  b r o a d l y  u s e d  

d e f i n i t i on  d e f i n es  a  s pe c i a l  e c o no mi c  z o ne  a s  “ b e i n g  p a r t  o f  t h e  

t e r r i t o r y  o f  a  c o n t r ac t i n g  p a r t y  w h e r e  a n y  g o o d s  i n t r o d u c e d  a r e  

g e n e r a l l y  r e g a r d e d ,  i n s o f a r  a s  i mp o r t  d u t i e s  a nd  t a x e s  a r e  c o n c e r ne d ,  a s  

b e i n g  o u t s i d e  t h e  c u s t o ms  a r e a ” . 21 T h e  ma i n  a i m o f  t h e s e  S E Z s  i s  t o  

a t t r a c t  FDI  t o  t h e  h o s t  c o u n t r y .  SE Z s  c a n  t a k e  o n  a n y  f o r m t h a t  i s  

                                                            
16 Most  texts  use a  var iat ion of  the fol lowing names:  f ree zones,  foreign trade zones,  
expor t  processing zones,  f ree trade zones,  special  economic zones and industr ia l  
development  zones.  To avoid confusion,  th is  research paper  uses  the gener ic term “specia l  
economic zones” or  “SEZs” to  encompass the range of  modern free-zone types worldwide.  
17 Engman et  a l .  (2007)  8.  
18 “Agenda for  the In ternat ional  Labour Conference” ILO Governing Body,  312 Session,  
Geneva (November 2011) 17.   
19 Pol icy on the Development  of  Special  Economic Zones in  South  Afr ica,  2012,  p  v.  
20 Ib id .  1.  
21 Annexure D of  the Revised Kyoto Convention of  the World Customs Organizat ion,  ch  2.  
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r e q u i r e d  t o  a t t a i n  t h e  h o s t  c o u n t r i e s ’  s p e c i f i c  g o a l s .  SE Z s  a r e  g e n e r a l l y  

c h a r a c t e r i s e d  a s  t he  f o l l o w i n g : 22 

  Indus t r i a l  pa rk s  t ha t  have  been  de s igna t ed  by  a  gove rnme n t  t o  

p rov ide  t ax  and  o the r  i nce n t i ve s  t o  expo r t  f i rms .  

  L a b o u r  i n t e n s i v e  m a n u f a c tu r i n g  c e n t r e s  t h a t  i nv o l v e  t h e  i mp o r t  o f  

r a w  ma t e r i a l  o r  c o m p o n e n t s  a n d  t he  expo r t  o f  f a c to ry  p roduc t s .  

  A r e a s  t ha t  a l l o w  fo r  n o r m a l  t r a d e  b a r r i e r s ,  s u c h  a s  t a r i f f s  a nd  

q u o t a s ,  t o  b e  e l i mi n a t e d  a n d  b u r e a u c r a t i c  r e q u i r e m e n t s  t o  b e  

l o w e r e d  t o  a t t r a c t  n e w  b u s i n e s s  a n d  f o r e i g n  i n v e s t me n t s .  

  G e o g r a p h i c a l l y  d e l i mi t e d  a r e a s  u sua l l y  p h ys i c a l l y  s e c u r e d  o r  

f enced  i n .  

T h e  mod e r n  S E Z s  h a v e  b e e n  a r o u n d  f o r  a p p r o x i ma t e l y  5 0  y e a r s ,  w i t h  

P u e r t o  R i c o  a n d  I r e l a n d  b e i n g  a m o n g  t h e  f i r s t  c o u n t r i e s  t o  h a v e  

e s t a b l i s h e d  S E Z s .  T h e  d e v e l o p me n t  o f  S E Z s  h a s  h e l p e d  i mp r o v e  g l o b a l  

t r a d e  r e l a t i o n s  a n d  h a s  c r ea t ed  hund reds  o f  b i l l i ons  o f  d o l l a r s  i n  t r a de  

r e v e n u e . 23 O v e r  t h e  p a s t  t w o  d e c a d e s ,  t h e  wo r l d  h a s  s e e n  d r a ma t i c  

c h a n g e s  i n  t h e  w a y  i n  w h i c h  t he s e  z o n e s  h a v e  b e e n  c o n c e i v e d ,  

deve loped ,  ma naged ,  r egu l a t ed  and  g o v e r n e d .  T h e s e  c h a n g e s  i n c l u d e  

t h e  g r o w i n g  p r o mi n e n c e  o f  p r i v a t e  s ec to r  deve loped  and  run  zones ,  t he  

u se  o f  pub l i c–p r iva t e  pa r t ne r sh i p s  f o r  zone  deve lopmen t ,  t he  

i mp l e me n t a t i o n  o f  Wor l d  T r a d e  O r ga n i z a t i o n  ( WT O )  c o mp l i a n t  p o l i c y  

a n d  i n c e n t i v e  f r a me w o r k s ,  a n d  in n o v a t i v e  r e g u l a t o r y  f r a me wo r k s . 24 

T h e  f a c t  t h a t  S E Z s  h a v e  b e e n  a r o u n d  f o r  q u i t e  s o m e  t i me  h a s  g i v e n  

g o v e r n me n t s  e n o ug h  r e s o ur c e s  t o  s t u d y  w h a t  ma k e s  S E Z s  s u c c e s s f u l  

a n d  w h a t  ma k e s  t h e m f a i l .  P r o b a b l y  t he  c l ea r e s t  l e s son  l e a rn t  f r om 

z o n e  d e v e l o p me n t  i s  t h a t  z o n e s  c a n n o t  a n d  s h o u l d  n o t  b e  v i e w e d  a s  a  

s u b s t i t u t e  f o r  a  c o u n t r y ’ s  l a r g e r  t r a d e  a n d  i n v e s t me n t  r e f o r m e f f o r t s ;  

                                                            
22 A Erasmus “Trade zones:  Recommendat ions for  South Afr ica” SAIIA Occasional  Paper  
No 90 (August  2011) 5 .  
23 Engman et  a l .  (2007)  29.   
24 FIAS (2008) 7 .  
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t h e y  a r e  me r e l y  o n e  t o o l  i n  a  p o r t f o l i o  o f  me c h a n i s ms  c o m m o n l y  

e mp l o y e d  t o  c r e a t e  j o b s ,  g e n e r a t e  e x p o r t s  a n d  a t t r a c t  fo r e i g n  

i n v e s t me n t ,  t h r o u g h  t h e  p r o v i s i o n  o f  i n c e n t i v e s ,  s t r e a ml i n e d  p r o c e d u r e s  

a n d  c u s t om- b u i l t  i n f r a s t r u c t u r e . 25 

2 . 2   T y p e s  o f  S p e c i a l  E c o n o m i c  Zo n e  

S E Z  i s  a  t e r m u s e d  t o  c l a s s i f y  a  d i v e r se  n u mb e r  o f  s p e c i a l i s e d  

i ndus t r i e s  gene ra l l y  w i th in  t he  b road  f r a me w o r k  o f  t h e  S E Z  c o n c e p t .  

The re  a r e  va r i ous  t ypes  o f  SEZs  w h i c h  a c c o mmo d a t e  a  w i d e  s pe c t r u m 

o f  w o r k i n g  c o n d i t i o n s ,  c o u n t r y  i n f r a s t r u c t u r e ,  g o v e r n me n t  o v e r s i g h t  

and  geog raphy . 26 I t  i s  t he r e fo r e  e s s en t i a l  t h a t  t h e  r i g h t  t y p e  o f  S E Z  

s h o u l d  b e  e s t a b l i s h e d  w i t h i n  t h e  r i g h t  g e o g r a p h i c a l  a r e a .  Wh a t  f o l l o w s  

w i l l  b e  an  o u t l i ne  o f  t h e  d i f f e r e n t  t y pe s  o f  S E Z  a n d  t h e i r  fu n c t i o ns . 27 

2 . 2 . 1   F r e e  T r a d e  Zo n e  

F r e e  t r a de  z o n e s  ( F T Z )  a r e  t h e  mo s t  c o m m o n l y  u s e d  S E Z ,  a n d  a r e  

g e n e r a l l y  c h a r a c t e r i s e d  a s  b e i n g  a  g e o g r a p h i c a l l y  f e n c e d - i n ,  t a x - f r e e  

a r e a  t h a t  p r o v i d e s  w a r e h o u s i n g ,  s t o r a g e  a n d  d i s t r i b u t i o n  f a c i l i t i e s  f o r  

t r a d e ,  s h i p p i n g  a n d  i mp o r t / e x p o r t  o p e r a t i o n s  i n  a  r e d u c e d  r e g u l a t o r y  

e n v i r o n me n t ,  me a n i n g  t h e y  g e n e r a l l y  h a v e  l e s s  s t r i n g e n t  c u s t o ms  

c o n t r o l s  a n d  s o m e t i me s  f e w e r  l a b o u r  a n d  e n v i r o n me n t a l  c o n t r o l s . 28 

These  zones  gene ra l l y  f ocus  on  t he  t a ng ib l e  ope ra t i ons  o f  i n t e rna t i ona l  

t r a d e .  B e c a u s e  ma n y  S E Z s  a t t r a c t  l a b o u r - i n t e n s i v e  ma n u f a c t u r i n g  s u c h  

a s  a s s e mb l y - o r i e n t e d  p r o d u c t i o n  o f  appa re l ,  t ex t i l e s  and  e l ec t r i c a l  

goods ,  FTZs  a r e  a  ve ry  popu l a r  t ype  o f  SEZ . 29 

2 . 2 . 2  E x p o r t  P r o c e s s i n g  Zo n e  

E x p o r t  p r o c e s s i n g  z o n e s  ( E P Z )  a r e  s i mi l a r  t o  F T Z s  i n  t h a t  t h e y  

e n c o mpa s s  l a n d  e s t a t e s  t h a t  f o c u s  o n  f o r e i g n  e x p o r t s ,  b u t  t h e y  d i f f e r  i n  

t h a t  t h e y  d o  n o t  p r o v i d e  t h e  s a me  d e g r e e  o f  t a x  b en e f i t s  o r  r e gu l a t o r y  
                                                            
25 FIAS (2008) 5 .  
26 Murray (2010).  1–3.  
27 Ib id .  
28 Ib id .  
29 FIAS (2008) 10.  
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l e n i e nc y . 30 I n s t ead ,  t hey  p rov ide  a  f unc t i ona l  advan t age  t o  i nves to r s  

s e e k i n g  t o  c a p i t a l i s e  o n  t h e  e c o n omi e s  o f  s c a l e  t h a t  a  g e o gr a p h i c  

concen t r a t i on  o f  p roduc t i on  and  ma nufac tu r i ng  can  b r i ng  t o  a  t r ade  

r e g i o n . 31 I f  t h e y  a r e  s u c c e s s fu l ,  t h e se  z o n e s  a r e  b e n e f i c i a l  t o  a  h o s t  

c o u n t r y  b e c a u s e  t h e  h o s t  c o u n t r y  d o e s  n o t  h a v e  t o  p r o v i d e  r e d u c e d  

t a r i f f s  o r  r e g u l a t i o n s  b u t  i t  s t i l l  ben e f i t s  f r om i n c r e as e d  t r a d e  t o  t h e  

r e g i o n . 32 

2 . 2 . 3  E n t e r p r i s e  Zo n e s  

What  ma kes  en t e rp r i s e  zone s  so  un ique  i s  t ha t ,  apa r t  f r o m p r o v i d i n g  

ma n u f a c t u r i n g  o r  p r o d u c t i o n  b e n e f i t s  l i ke  o the r  SEZs ,  t hey  a l so  

p rov ide  t he  bene f i t s  o f  l oca l ,  c en t r a l i s e d  d e ve l o p me n t  e f f o r t s .  T h e y  a r e  

g e n e r a l l y  c r e a t e d  b y  n a t i o n a l  o r  l oc a l  g o ve r n me n t s  t o  r e v i t a l i s e  o r  

g e n t r i f y  a  d i s t r e s s e d  u r b a n  a r e a . 33 T h e s e  z o ne s  u s e  g r e a t e r  e c on o mi c  

i n c e n t i v es  t h a n  E P Z s ,  l i k e  t a x  i n c en t i v e s  a nd  f i n a n c i a l  a s s i s t anc e ,  t o  

r e v i t a l i s e  a n  a r e a  by  b r i n g i ng  t r a d e  i n t o  t h e  z on e  t h a t  wi l l  s p u r  o r g a n i c ,  

l o c a l i s e d  d e v e l o pme n t  a n d  i mp r o v e  l oc a l  i nh a b i t a n t s ’  q u a l i t y  o f  l i f e . 34 

T h e  i mp l e me n t a t i o n  o f  e n t e r p r i s e  zones  fo l l ows  t he  p h i l o s o p h y  t h a t  

i mp r o v e m e n t  o f  a  r e g i o n ’ s  i n d u s t r y  an d  t r a d e  b e g i n s  a t  t h e  i n d i v i d u a l  

ne ighbou rhood  l eve l .  

2 .2 .4  S ing l e  Fac tor i e s  

S i n g l e  f a c t o r i e s  a r e  a  s p e c i a l  t y p e  o f  S E Z  t h a t  a r e  n o t  g e o g r a ph i c a l l y  

d e l i n e a t e d ,  me a n i n g  t h e y  d o  n o t  h a v e  t o  l oc a t e  w i t h i n  a  d e s i g n a t e d  

z o n e  t o  r e c e i v e  t r a d e  i n c e n t i v e s . 35 T h i s  t y p e  o f  S E Z  f o c u s e s  o n  t h e  

d e v e l o p m e n t  o f  a  p a r t i c u l a r  t y p e  o f  f a c to ry  o r  en t e rp r i s e ,  r ega rd l e s s  o f  

l o c a t i o n .  W h e n  a  c o u n t r y  d e c i d e s  t o  e s t a b l i s h  a  s i n g l e  f a c t o r y  a s  a  t y p e  

o f  S E Z ,  i t s  i n t e n t i o n  i s  t o  c r e a t e  s p ec i a l i s a t i on  i n  a  s p e c i f i c  i n d us t r y .  A  

c o u n t r y  t h a t  d e s i r e s  t o  c r e a t e  a n  e x p o r t  c o n c e n t r a t i on  i n  a  spec i f i c  

                                                            
30 Murray (2010)  1–3.  
31 Ib id.  
32 FIAS (2008) 10.  
33 Ib id .  11.  
34 Murray (2010)  1–3.  
35 FIAS (2008) 11.  
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i n d u s t r y  w o u l d  u s e  a  s i n g l e - f ac to ry  mode l  t o  p romo te  t r ade  and  g rowth  

i n  j u s t  t h a t  i n d u s t r y ,  g i v i n g  e a c h  f a c t o r y  s p e c i a l i s i ng  i n  t h a t  t r a d e  

e c o n o mi c  i n c e n t i v e s . 36  

2 .2 .5  Freepor t ’ s  

F r e e p o r t ’ s  a r e  t y p i c a l l y  e x pa n s i v e  z on e s  t h a t  e n c o mpa s s  ma n y  d i f f e r e n t  

g o o d s  a n d  s e r v i c e - r e l a t e d  t r a d e  a c t i v i t i e s  s u c h  a s  t r a v e l ,  t o u r i s m  a n d  

r e t a i l  s a l e s . 37 B e c a u s e  o f  t h e  v a r i a t i o n  o f  p r o d u c t s  a n d  s e r v i c e s  

a v a i l a b l e  t o  a  f r e e p o r t ,  t h e y  a r e  g e n e r a l l y  r e g a r d e d  a s  b e i n g  mo r e  

i n t e g r a t e d  w i t h  t h e  h o s t  c o u n t r y ’ s  e c o n o m y .  M o v e me n t s  o f  t h e s e  

i mp o r t e d  g o o d s  f r o m  t h e  f r e e p o r t  t o  a  n o n - f r e e  t r a d e  a r e a  i n  t h e  

c o u n t r y  a r e  s u b j e c t  t o  i mp o r t  d u t i e s . 38  

2 . 2 . 6   S p e c i a l i s e d  Zo n e s  

S p e c i a l i s e d  Z o n e s  h a v e  bee n  e s t a b l i s h e d  t o  p r o mo t e  h i g h l y  t e c h n i c a l  

p r o d u c t s  a n d  s e r v i c e s  u n i q u e  t o  a n  i n d u s t r y . 39 Many  o f  t he se  zones  

focus  on  t he  p roduc t i on  and  p rom ot ion  o f  s c i ence  and  t e chno logy  

p a r k s ,  p e t r o c h e mi c a l  z o n e s ,  h i g h l y  t e c h n i c a l  l o g i s t i c s  a n d  w a r e h o u s i n g  

s i t e s ,  a n d  a i r p o r t - ba s e d  e c o no mi e s . 40  

2 .2 .7   Indus tr ia l  Parks  

I n d u s t r i a l  p a r k s  a r e  f a c i l i t i e s  ( bu i l d i n g s )  t h a t  a r e  s e t  a s i d e  f o r  

p r o d u c t i o n  a n d  b u s i n e s s  s e r v i c e s  i n  o r d e r  t o  a t t r a c t  n e w  b u s i n e s s e s  b y  

p r o v i d i n g  i n t e g r a t e d  i n f r a s t r u c t u r e  i n  o n e  l o c a t i on  a n d  l o c a l i s e d  

e n v i r o n me n t a l  c o n t r o l s  t h a t  a r e  s p e c i f i c  t o  t h e  n e e d s  o f  a n  i n d u s t r i a l  

a r e a . 41 

2 . 2 . 8  S p a t i a l  D e v e l o p m e n t  C o r r i d o r s  

                                                            
36 Murray (2010)  1–3.  
37FIAS (2008) 10.  
38 Murray (2010)  1–3.  
39 Ib id.  
40 Ib id .  
41 Pol icy on the Development  of  Special  Economic Zones in  South  Afr ica (2012)  2.  
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S p a t i a l  d e v e l o p me n t  c o r r i d o r s  c o n n ec t  t w o  o r  mor e  e c o n o mi c  n o d e s  b y  

me a n s  o f  t r a n s p o r t a t i o n  n e t w o r k s ,  a n d  a c c o m m o d a t e  v a r i o u s  e c o n o mi c  

ac t i v i t i e s  a l ong  t he  co r r i do r s . 42 

2 . 2 . 9  I n d u s t r i a l  D e v e l o p m e n t  Zo n e s  

A n  i n d u s t r i a l  d e v e l o p me n t  z o n e  i s  a  p u r p o s e - b u i l t  i n d u s t r i a l  e s t a t e  

l i n k e d  t o  a n  a i r p o r t  o r  s e a  p o r t  t h a t  l e v e r a g e s  d o me s t i c  a n d  fo r e i g n  

f i x e d  d i r e c t  i n v e s t me n t s  i n  v a lue - added  and  expo r t -o r i en t ed  

ma n u f a c t u r i n g  i n d u s t r i e s  a n d  s e r v i c e s . 43 

2 .3  Trade  Zo nes  in  Other  Jur i sd i c t i ons  

 

S o u t h  A f r i c a ’ s  ma j o r  t r a d i n g  p a r t n e r s  a r e  E u r o p e ,  t h e  U n i t e d  S t a t e s  

(US) ,  La t i n  Amer i ca ,  I nd i a  and  Ch ina . 44 S o u t h  A f r i c a  h a s  f o r ma l  t r a d e  

r e l a t i o n s  w i t h  mos t  o f  t h e se  t e r r i t o r i e s  b y  wa y  o f  g e n e r a l i s e d  s y s t e ms  

o f  p r e f e r e n c e s  ( G S P ) ,  f o r  e x a mp l e  GS P  w i t h  t h e  U S  a n d  t h e  ex t e n s i o n  

t h e r e o f  t h r o u g h  t h e  A f r i c a n  G r o w t h  an d  O p p o r t u n i t y  A c t ,  a n d  f r e e  t r a d e  

a g r e e me n t s  w i t h  t h e  E U ,  t h e  E u r o pe a n  F r e e  T r a d e  A s s o c i a t i o n  a n d  t h e  

Sou the rn  Af r i c an  Deve lopmen t  Commun i ty . 45 S o u t h  A f r i c a  h a s  a l s o  

b e e n  i n  d i s c u s s i o ns  w i t h  t he  U S ,  I n d i a  a n d  C h i n a  r e g a r d i n g  p r e f e r e n t i a l  

                                                            
42 Ib id .  
43 Ib id .  3.  
44 The DTI Website available at: http://apps.thedti.gov.za/econdb/raportt/rapregi.html (accessed April 2012) 
45 Erasmus (2011) 7 .  
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t r a d e  a g r e e me n t s  ( P T A s )  a n d  d i s c u s s i o n s  wi t h  M e r c o s u r  ( C o m m o n  

M a r k e t  o f  t h e  S o u t h )  h a v e  l e d  t o  a  PTA  t h a t  i s  y e t  t o  en t e r  i n t o  fo r c e . 46  

T h e  f o l l o w i n g  s e c t i o n  e mp h a s i s e s  t he  c o mp o s i t i o n  a n d  f u n c t i o n s  o f  

S E Z s  i n  t h e  f i v e  ma j o r  j u r i s d i c t i o n s  ( t h e  Eu r o p e a n  U n i o n ,  t h e  U S ,  

M e r c o s u r ,  I n d i a  a n d  C h i n a ) ,  g i v e n  t ha t  S o u t h  A f r i c a  n e e d s  t o  c o mpe t e  

w i t h  a n d ,  i n  s o me  c a s e s ,  o f f e r  p r e fe r e n t i a l  r a t e s  t o  g o o d s  ma n u f a c t u r e d  

i n  t r a d e  zo n e s  w i t h i n  t h e se  t e r r i t o r i e s .   

2 .3 .1  The  European  Union   

S E Z s  a r e  s p e c i a l  a r e a s  w i t h i n  t h e  cus t o ms  t e r r i t o r y  o f  t h e  E u r o p e a n  

C o m m u n i t y  ( E C )  p r o v i d e d  f o r  u n d e r  E C l a w .  T h e  p r i ma r y  f u n c t i o n  o f  

S E Z s  i n c l u d e s : 47 

i .  T h e  p r ov i s i o n  o f  a  s e r v i c e  t o  t r a d e r s  t o  f a c i l i t a t e  t r a d i n g  

p r o c e d u r e s  b y  a l l o w i n g  f e w er  c u s t o ms  f o r ma l i t i e s .  

i i .   G o o d s  p l a c e d  w i t h i n  t h e s e  a r e a s  a r e  f r e e  f r o m i mp o r t  d u t i e s ,  

V A T  a n d  o t h e r  i mp o r t  c h a r g e s .  

i i i .   G o o d s  f o r  e x p o r t  c a n  a l s o  b e  p l aced  i n  SEZs  t o  a l l ow  fo r  VAT 

z e r o  r a t i n g .  

i v .   T h e r e  m a y  b e  s p e c i a l  r e l i e f s  a v a i l a b l e  i n  S EZ s  f r o m o t h e r  t a x e s ,  

e x c i s e s  o r  l o ca l  d u t i e s ,  w h i c h  w i l l  d i f f e r  f r o m o n e  z o n e  t o  

a n o t h e r .  

S h a n n o n  F r e e  Z o n e  i n  S h a n n o n ,  I r e l a n d ,  b e i n g  t h e  f i r s t  S E Z  t o  b e  

i mp l e me n t e d  i n  t h e  mo d e r n  w o r l d ,  w a s  e s t a b l i s h e d  i n  1 9 5 9  i n  a n  

a t t e mp t  b y  t h e  I r i s h  g o v e r n me n t  t o  p ro mo t e  e m p l o y me n t  i n  a  r u r a l  a r e a ,  

ma k i n g  u s e  o f  a  s ma l l  r e g i o n a l  a i r p o r t ,  a n d  t o  g e n e r a t e  r e v e n u e  f o r  t h e  

I r i s h  e c on o my . 48 I n  a l l ,  1 1 0  o v e r s e a s  c o mp a n i e s  h a v e  i n v e s t e d  i n  t h e  

S h a n n o n  F r e e  Z o n e ,  e mp l o y i n g  6  5 0 0  w o r k e r s  w i t h  t r a d e  v a l u e d  a t  

                                                            
46 Ib id.  
47 Ib id.  8 .  
48 Engman et  a l .  (2007)  11.   
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a p p r o x i ma t e l y  t h r e e  b i l l i o n  E u r o s  p e r  y e a r . 49 I r e l a n d  a l s o  h a s  a  s e c o n d  

S E Z  a t  R i n g a s k i d dy .  T h e r e  a r e  c u r r e n t l y  f i v e  F Z s  i n  t h e  U K : 50 t h e  I s l e  

o f  M a n ,  L i v e r p o o l ,  P r e s t w i c k  ( A y r s h i r e ,  Sco t l and ) ,  She e r n e s s  ( K e n t )  

a n d  T i l bu r y  ( E s se x ) .  T h e r e  a r e  n o  s pe c i a l  r e l i e f s  i n  U K  S E Z s  f r o m 

o t h e r  t a x e s ,  e x c i s e  d u t i e s  o r  l o ca l  a u t h o r i t y  r a t e s . 51 F r a n c e ’ s  SE Z s  a r e  

l o c a t e d  a t  t h e  p o r t  o f  B o r d e a u x  L e  V e r d o n  a n d  F r a n c h e  d e  G u y a n e  i n  

F r e n c h  G u i a n a .  G e r ma n y  h a s  t h r e e  S E Z s ,  n a me l y ,  B r e m e r h a v e n ,  

C u x h a v e n  a n d  H a m b u r g .  I t a l y  h a s  t wo  S E Z s  i n  T r i e s t e  a n d  V e n i c e .  

I n d e e d ,  t h e r e  a r e  S E Z s  i n  a l l  E C  co u n t r i e s  e x c e p t  f o r  A u s t r i a ,  B e l g i u m ,  

L i t huan i a ,  Luxemb ourg ,  S lovak i a  and  Sweden . 52 

Some  o f  t he  bene f i t s  o f  u s ing  FTZs  i nc lude  t he  fo l l owing : 53  

i .  T h e r e  i s  i mp r o v e d  c a s h  f l o w  ma n a g e me n t  b y  r e m o v i n g  t h e  

o b l i g a t i o n s  t o  p a y  V A T  o r  i mp o r t  d u t y  a t  t h e  s a me  t i m e  a s  g o o d s  

a r e  p h y s i c a l l y  t r a n s p o r t e d  i n t o  t h e  SE Z .  

i i .  S E Z  f a c i l i t i e s  a r e  s i mi l a r  t o  c us toms  wa rehouse s .  Goods  b rough t  

f r o m o u t s i d e  t h e  E C  a n d  h e l d  i n  a n  S E Z  a r e  t r e a t e d  a s  b e i ng  

ou t s i de  t he  cus toms  t e r r i t o ry  o f  t he  EC ,  even  t hough  t hey  a r e  

p h y s i c a l l y  w i t h i n  i t .   

i i i .  Impor t  VAT on  goods  i s  su spended  i n  SEZs .  T rade r s  pay  VAT 

w h e n  t h e  g o o d s  a r e  r e mo v e d  f r o m t h e  S E Z .  I n  a d d i t i o n ,  i mp o r t  

d u t i e s  a r e  s u s p e n de d  p r o v i de d  t h e  g oo d s  a r e  no t  r e l e a s ed  f o r  f r e e  

c i r cu l a t i on .  Exc i s e  i s  a l so  su spended  un t i l  t he  goods  a r e  r e l ea sed  

t o  t h e  E U ma r k e t  o r  u s e d  i n  t h e  S E Z .  

2 .3 .2  The  Un i t ed  S ta te s  

The  US  has  c lo se  t o  277  FTZs , 54 w h i c h  a r e  a l l  l i c e n s e d  b y  t h e  U S  

F o r e i g n  T r a d e  Z o n e s  B o a r d  a n d  o p e r a t ed  unde r  t he  supe r v i s i on  o f  t h e  

                                                            
49 Shannon Development “Invest  in  Shannon,  I reland”,  avai lable  at :  
h t tp : / /www.shannonireland.com (accessed 1  February 2012).  
50 Erasmus (2011) 8 .  
51 Ib id .  9.  
52 Ib id .  7.  
53 Ib id .  8.  
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U S  C u s t o ms  S e r v i c e . 55 F T Z s  a r e  s p e c i a l  c o m m e r c i a l  a n d  i nd u s t r i a l  a r e a s  

i n  o r  nea r  po r t s  o f  en t ry  whe r e  fo r e i g n  a n d  d o me s t i c  me r c h a n d i s e ,  

i nc lud ing  r aw  ma te r i a l s ,  componen t s  and  f i n i shed  goods ,  a r e  b rough t  i n  

w i t h o u t  b e i n g  s u b j e c t  t o  t h e  p a y me n t  o f  c u s t o ms  d u t i e s . 56  I n s i de  t h e se  

z o n e s  me r c h a n d i s e  ma y  b e  s o r t e d ,  s o l d ,  e x h i b i t e d ,  r e p a c k e d ,  a s s e m b l e d ,  

s t o r e d ,  g r a d e d ,  c l e a n e d  o r  o t h e r wi s e  ma n i p u l a t e d  b e f o r e  g o o d s  a r e  

e x p o r t e d  o r  g o o d s  e n t e r  i n t o  t h e  na t i ona l  cu s toms  t e r r i t o ry .   

U S  F T Z s  o f f e r  t h e  f o l l o w i n g  b e n e f i t s : 57  

i .  D u t y  e x e m p t i o n ,  t h e r e  i s  n o  d u ty  o r  quo t a  cha rge s  on  r e - expo r t s .  

i i .  C u s t o ms  d u t i e s  a n d  f e d e r a l  e x c i s e  t a x  a r e  d e f e r r e d  o n  i mp o r t s .  I n  

s i t u a t i o n s  w h e r e  z o n e  ma n u f a c t u r in g  r e s u l t s  i n  a  f i n i s h e d  p r o d u c t  

t h a t  ha s  a  l o w er  d u t y  r a t e  t ha n  t h e  r a t e s  o n  fo r e i g n  i n p u t s  

( i nve r t ed  t a r i f f ) ,  t h e  f i n i shed  p roduc t  ma y  b e  e n t e r e d  a t  t h e  du t y  

r a t e  t ha t  a p p l i e s  t o  i t s  c o nd i t i o n  a s  i t  l e a ve s  t h e  z o n e ,  s u b j e c t  t o  

p u b l i c  i n t e r e s t  c o ns i d e r a t i on s .   

i i i .  C o mpa n i e s  u s i n g  FT Z  p r o c e d u r e s  ma y  h a v e  a c c e s s  t o  s t r e a ml i n e d  

c u s t o ms  p r o c e d u r e s .  F o r e i g n  g o o d s  a n d  d o m e s t i c  g o o d s  h e l d  f o r  

e x p o r t  a r e  e x e mp t  f r o m s t a te / l o c a l  i n v e n t o r y  t a x e s .  

i v .  F T Z  s t a t u s  ma y  a l s o  ma k e  a  s i t e  e l i g i b l e  fo r  s t a t e / l o ca l  b e n e f i t s  

t h a t  a r e  un r e l a t e d  t o  t h e  U S  F T Z  A c t .  

2 . 3 . 3  M e r c o s ur  

T h e  L a t i n  A me r i c a n  F r e e  T r a d e  A s s oc i a t i o n  w a s  c r e a t e d  i n  t h e  1 9 6 0  

T r e a t y  o f  M o n t e v i d e o  b y  A r g e n t i n a ,  B r a z i l ,  C h i l e ,  M e x i c o ,  P a r a g u a y ,  

Pe ru  and  Uruguay . 58 The  Sou the rn  Co mmon  Marke t  o f  Sou th  Amer i ca  

                                                                                                                                                                                         
54 Import  administrat ion,  US Depar tment of  Commerce,  “US foreign trade zones” 
Avai lable  at :   h t tp : / / ia . i ta .doc.gov/f tzpage/ le t ters /f iz l is t-map.html (accessed February 
2012).  
55 Erasmus 2011 p  9.  
56 Ib id .  
57 Ib id .  
58 Wikipedia ,  “free  trade zone” Avai lable  a t :  
h t tp : / /wikipedia .org/wikki /Expor t_Processing_Zones.  (Accessed February 2012) .  
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was  founded  i n  1991  by  t he  T rea ty  o f  A s u n c i o n  a n d  l a t e r  a me n d e d  b y  

t h e  1 9 9 4  T r e a t y  o f  O u r o  P r e t o . 59 M e r c o s u r  i s  a  c u s t o ms  u n i o n  b e t w e e n  

A r g e n t i n a ,  B r a z i l ,  P a r a g u a y  a n d  U r u g u a y .  P a r a g u a y ,  B r a z i l  a n d  

A r g e n t i n a  h a v e  s i mi l a r  l e g i s l a t i o n  t o  U r u g u a y ,  s i n c e  i t  i s  b a s e d  o n  

l e g i s l a t i on  a p p l i cab l e  t o  t he  w h o le  o f  M e r c o s u r .  Wh a t  f o l l o w s  i s  a  

d i s c u s s i o n  o n  t h e  w o r k i n g s  o f  S E Z s  w i t h i n  U r u g u a y ,  w h i c h  c u r r e n t l y  

h a s  1 2  S E Z s .  

I n  t e r ms  o f  l e g i s l a t i o n  p a s s e d  i n  1987 ,  Uruguayan  FTZs  a r e  a r ea s  t ha t  

a r e  i s o l a t e d  f r o m  t h e  r e s t  o f  t he  n a t i o n a l  t e r r i t o r y ,  w h e r e  e c o n o mi c  

a c t i v i t y  i s  s t i mu l a t e d  b y  s p e c i f i c  l e g i s l a t i on . 60 T h e s e  z o n e s  g r a n t  

c u s t o ms  a n d  t a x  e x e mp t i o n s ,  a n d  t h e y  a l s o  e x c l u d e  s t a t e  mo n o p o l i e s .  

G o o d s  f r o m w i t h i n  t h e s e  z o n e s  a r e  t r e a t e d  a s  i mp o r t s  i n t o  n o n - z o n e  

a r e a s ,  w h e r e  t h e  i mp o r t e r  i s  t he n  r equ i r ed  t o  pay  a l l  t he  app l i c ab l e  

i mp o r t  d u t i e s  a n d  t a x e s .  The  s a me  g o e s  f o r  g o o d s  e x p o r t e d  f r o m n o -

z o n e  a r e a s  t o  w i t h i n  t h e  z o n e .  T h e s e  z o n e s  c a n  b e  a d mi n i s t e r e d  b y  

e i t h e r  t h e  g o v e r n me n t  o r  b y  a  d u l y  a u t h o r i s e d  p r i v a t e  c o m p a n y .  

C o mpa n i e s  l o c a t e d  w i t h i n  t h e s e  z on e s  ( F T Z  t e n a n t s )  m u s t  e m p l o y  a  

mi n i mu m  o f  7 5 %  U r u g u a y a n  e mp l o y e e s .   

A l l  g o o d s  a n d  s e r v i c e s  i n t roduced  i n to / a l l owed  t o  e x i t  t h e  FT Z  a r e  

e x e mp t  f r o m c u s t o ms  i mp o r t / e x p o r t  f e e s  a n d  t a x e s  g e n e r a t e d  f r o m  s u c h  

t r a n s a c t i o n s .  C u s t o ms  e x e m p t i o n s  a r e  r e l a t e d  t o  t h e  a c t i v i t y ,  t h a t  i s ,  

t h e y  a r e  a p p l i e d  i n  a l l  c a s e s ,  r e g a r d l e s s  o f  w h e t h e r  t h e  b u y e r  i s  a n  F T Z  

t e n a n t . 61 S u c h  t e n a n t s  a r e  e x e mp t  f r o m e v e r y  d o me s t i c  t a x ,  i n c l u d i n g  

g a i n s  t a x ,  e q u i t y  t a x  a n d  p e r s o n n e l  i n c o me  t a x . 62  

T h e  c i r c u l a t i o n  o f  a l l  t y p e s  o f  c u r r e n c y  a n d  t h e  p a y me n t  o r  c o l l e c t i o n  

o f  f unds  gene ra t ed  by  pu rchase s  o r  s a l e s  n e g o t i a t e d  i n  t h e  F TZ s  d o e s  

n o t  r e q u i r e  t h e  i n t e r v e n t i o n  o f  t he  U r u g u a y a n  e c o n o mi c  a u t h o r i t i e s ,  a n d  

t h e  r e p a t r i a t i o n  o f  c a p i t a l  a n d  i n t e r e s t  i s  f r e e . 63 H o w e v e r ,  a n y  g o o d s  

                                                            
59 Erasmus (2011) 10.  
60 Ib id.  
61 Ib id.  
62 Ib id.  
63 Ib id.  
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e x p o r t e d  t o  a  me m b e r  c o u n t r y  p a y  t he  c u s t o m s  d u t y  a p p l i c a b l e  a t  t h e  

t i me  o f  i m p o r t a t i on .  T h e r e fo r e ,  c u s to ms  d u t i e s  a r e  a pp l i c a b l e  t o  t he  

w h o l e  f i n i s h e d  p r o d u c t .   

2 . 3 . 4  I n d i a  

I n d i a ’ s  f i r s t  S E Z  w a s  e s t a b l i s h e d  i n  K a n d l a  i n  1 9 6 5 .  A f t e r  r e a l i s i n g  t h e  

e f f e c t i v ene s s  o f  S E Z s ,  I n d i a  i n t r od u c e d  i t s  o w n  S E Z  p o l i c y  i n  A p r i l  

2000 . 64 I nd i a ’ s  130  SEZs  a im  to  gene ra t e  a d d i t i o n a l  e c o n o mi c  a c t i v i t y ,  

p romo te  expo r t s  o f  goods  and  s e rv i c e s ,  p r o mo t e  i n v e s t me n t  f r o m  

d o me s t i c  a n d  f o r e i g n  s o u r c e s ,  c r e a t e  e mp l o y me n t  o p p o r t u n i t i e s  a n d  

d e v e l o p  i n f r a s t r u c t u r e  f a c i l i t i e s . 65 B y  M a r c h  2 0 0 5 ,  8 1 1  c o mp a n i e s  w e r e  

o p e r a t i n g  i n  e i g h t  f u n c t iona l  SEZs ,  gene ra t i ng  INR 66 1 8 , 3  b i l l i o n  ( U S $  

0 , 4  b i l l i o n )  i n  e x p o r t s  a n d  p r o v i d in g  e mp l o y me n t  f o r  1 0 0  6 5 0  w o r k e r s  

o f  w h i c h  o n e - t h i r d  w e r e  w o ma n . 67 G i ven  t he se  r a the r  modes t  r e su l t s ,  

t h e  S p e c i a l  E c o n o mi c  Z o n e s  A c t  o f  2 0 0 5  w a s  e n a c t e d  i n  F e b r u a r y  2 0 0 6  

and  i t  h a s  t r i gge red  a  r u sh  t o  e s t ab l i sh  new  SEZs .  By  Sep t embe r  2006 ,  

1 8 1  n e w  z o n e s  h a d  b e e n  a p p r o v e d  a n d  a n o t h e r  2 0 0  a p p l i c a t i o n s  w e r e  

p e n d i n g . 68 

T h e  i n c e n t i v e s  a nd  f a c i l i t i e s  o f f e r e d  i n  S E Z s  t o  a t t r a c t  i n ves t me n t  

i n c l u d e  t h e  f o l l o w i n g : 69  

i .  D u t y  f r e e  i mp o r t / d o me s t i c  p r o c u r e me n t  o f  g o o d s  f o r  t he  

deve lopmen t ,  ope r a t i on  and  ma in t enance  o f  SEZ  un i t s  

i i .  1 0 0 %  i n c o me  t a x  e x e mp t i o n  o n  e x p o r t  i n c o me  f o r  t he  f i r s t  f i v e  

y e a r s ,  5 0 %  f o r  t h e  n e x t  f i v e  yea r s ,  and  50% o f  t he  r e inves t ed  

e x p o r t  p r o f i t  f o r  t h e  f i v e  y e a r s  t h e r e a f t e r   

                                                            
64 Government  of  India,  “Special  economic zones in  India”.  Avai lable a t :  
h t tp : / /sezindia .n ic . in / index.asp.  (accessed February 2012) 
65 Erasmus (2011) 11.  
66 Indian rupees.  
67 Engman et  a l .  (2007)  18.  
68 Ib id .   
69 Erasmus (2011) 11.  

 
 
 



29 

 

i i i .  E x e mp t i o n  f r o m mi n i mu m  a l t e r n a t e  t a x ,  c e n t r a l  a n d  s t a t e  s a l e s  

t a x  a n d  s e r v i c e  t a x   

i v .  E x t e r n a l  c o m me r c i a l  b o r r o w i n g  b y  S E Z  u n i t s  o f  u p  t o  $ 5 0 0  

mi l l i o n  a  y e a r  w i t h o u t  a n y  ma t u r i t y  r e s t r i c t i o n  t h r ou g h  

r e c o g n i s e d  b a n k i n g  c h a n n e l s  a n d  s i n g l e - w i n d o w  c l e a r a n c e  f o r  

c e n t r a l  a n d  s t a t e - l e v e l  a p pro v a l s .  

 2 .3 .5  Ch ina  

C h i n a ’ s  f i r s t  S E Z  w a s  e s t a b l i s h e d  i n  1 9 7 9 ;  b y  2 0 0 7 ,  3 0  mi l l i o n  p e o p l e  

w e r e  w o r k i n g  i n  m o r e  t h a n  2 0 0  E P Z s  i n  C h i n a . 70 C h i n a  s t a r t e d  o u t  w i t h  

fou r  SEZs  i n  Shenzhen ,  Zhuha i ,  Shan tou  and  X iamen  i n  1980  and  t he se  

l a t e r  expanded  t o  14 .  I n  1985 ,  t he  en t i r e  H a i n a n  P r o v i n c e  b e c a me  t h e  

f i f t h  S E Z .  I n  t h e  s a me  y e a r ,  t h e  f o l l o w i n g  r e g i o n s  a l so  b e c a me  S E Z s :  

Y a n g z i  R i v e r  De l t a ,  P ea r l  R i v e r  D e l t a ,  S o u t h e rn  F u j i a n  D e l t a ,  

Shandong  Pen in su l a ,  L i aodong  Pen in su l a ,  He ibe i  P rov ince  and  Guangx i  

P r o v i n c e . 71 

B y  1 9 9 2  C h i n a  h a d  j u s t  o v e r  6 0  S E Z s .  A p a r t  f r o m t h e  e a r l i e s t  f o u r ,  

C h i n a ’ s  S E Z s  a r e  mor e  j u r i s d i c t i o na l  t h a n  p h y s i c a l  z o n e s .  C h i n e s e  

d e v e l o p m e n t s ,  a l s o  r e f e r r e d  t o  a s  “ ne w  d i s t r i c t s ” ,  a r e  SE Z s  b u i l t  i n s i de  

t h e  ma i n  c i t i e s .  T h e s e  d e v e l o p me n t  z o n e s  a r e  d i v i d e d  i n t o  s i x  ma i n  

t y p e s : 72  

i .  E c o n o mi c  a n d  t e c h n o l o g y  d e v e l o p me n t  z o n e s   

i i .  H i g h - t e c h  i n d u s t r i a l  d e v e l o p me n t  z o n e s   

i i i .  Borde r  coope ra t i on  zones  

i v .  B o u n d a r y  z o n e s  o r  l o g i s t i c s  p a r k s   

v .  E x p o r t  p r o c e s s i n g  z o n e s  a n d  i n d u s t r i a l  p a r k s  

v i .   I n v e s t me n t  z o n e s  

                                                            
70 Ib id.  12.  
71 Ib id .  
72 Ib id.  
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T h e  Wa i g a o q i a o  f r e e  t r a d e  z o n e  ( W F T Z ) ,  e s t a b l i s h e d  i n  1 9 9 0 ,  i s  o n e  o f  

t h e  o l d e s t  a n d  l a r g e s t  o f  C h i n a ’ s  FT Z s .  I t  i s  l o c a t e d  i n  S h a n g h a i  a n d  

o f f e r s  t h e  fo l l o w i n g  i n c e n t i v e s : 73  

i .  C o mpa n i e s  o p e r a t i n g  i n  t h e  WFT Z  a r e  e x e mp t e d  f r o m p a y me n t  o f  

c u s t o ms  d u t i e s  a n d  V A T  o n  t h e  i mp o r t a t i o n  o f  r a w  ma t e r i a l s ,  

ma c h i n e r y ,  ma n u f a c t u r i n g  c o mp o n e n t s  a n d  o f f i c e  e q u i p me n t .  T h i s  

e x e mp t i o n  d o e s  n o t  a p p l y  t o  r a w  ma t e r i a l s  a n d  c o mp o n e n t s  

i mp o r t e d  f o r  u s e  i n  p r o d u c t s  t o  b e  s o l d  d o me s t i c a l l y .  

i i .  Impor t ed  goods  can  be  s t o r ed  w i th in  t he  WFTZ,  a nd  s imp le  

p roce s s ing  i s  pe rmi t t ed .  

i i i .  T h e  W F T Z  i s  t h e  o n l y  p l a c e  i n  C h i n a  w h e r e  f o r e i gn  e x c h a ng e  

v a l u e s  m a y  b e  f u l l y  r e t a i n e d .  F o r e i g n  f u n d e d  c o mp a n i e s  o p e r a t i n g  

i n  t h e  W F T Z  a r e  e n t i t l e d  t o  c o n d u c t  i n t e r n a t i o n a l  t r a d i n g ,  

ma n u f a c t u r i n g ,  p r o c e s s i n g ,  w a r ehous ing ,  l og i s t i c s  and  exh ib i t i on  

o f  bonded  commod i t i e s .  

i v .  F o r e i g n  f u n d e d  c o mp a n i e s  a r e  a l so  en t i t l ed  t o  conduc t  t r ade -

r e l a t e d  s e r v i c e s ,  s uc h  a s  t e s t i n g  a n d  ma i n t e n a n c e .  

v .  F o r e i g n  c o mp a n i e s  i n v e s t i n g  i n  t h e  WFT Z  z o n e  ma y  e n j o y  

g o v e r n me n t  p r e f e r e n t i a l  t a x  t r e a t me n t  a n d  s p e c i a l  s u b s i d i e s  f r o m  

t h e  S h a n g h a i  M u n i c i p a l i t y  a n d  t h e  P u d o n g  N e w  A r e a  G o v e r n me n t .  

2 . 4  C o n c l u s i o n  

SEZs  a r e  a  phenome non  t ha t  i s  encoun t e r e d  a c r o s s  t h e  g l o b e  i n  a  w i d e  

v a r i e t y  o f  mo d e l s .  C o u n t r i e s  e s t ab l i s h  t h e s e  e c o n o mi c  d e v e l o p me n t  

p rog ramme s  fo r  va r i ous  r ea sons ,  bu t  ma in ly  fo r  t he  pu rpose  o f  

a t t r a c t i n g  F D I ,  t h e  d e v e l o p me n t  o f  u n d e r d e v e l o p e d  r e g i o n s  a n d  t o  

g e n e r a t e  e mp l o y m e n t  a s  we l l  a s  r ev e n u e .  A s  s e e n  a b o v e ,  e v e r y  ma j o r  

e c o n o my  i mp l e me n t s  t h e s e  z o n e s  o n e  way  o r  ano the r .  The re fo r e ,  why  

s h o u l d  S o u t h  A f r i c a  n o t  b e n e f i t  f r o m the se  zones?  The re  i s  no  one  c l ea r  

                                                            
73 Ib id .  10.  
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s o l u t i o n  t o  s o l v i n g  a  c o u n t r y ’ s  e c o n omi c  p r o b l e ms ,  b u t  S E Z s  ma y  b e  a  

u s e f u l  t o o l  f o r  h e l p i n g  c o u n t r i e s  t o  s u c c e s s f u l l y  a c h i e v e  t h e i r  o v e r a l l  

e c o n o mi c  d e v e l o p me n t  s t r a t e g y .  
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C h a p t e r  3  

A n  O v e r v i e w o f  S o u t h  A f r i c a n  S p e c i a l  E c o n om i c  Zo n e s  

 

3 . 1  An  In troduc t ion  to  Spec ia l  E c o n o m i c  Zon e s  i n  S o u t h  A f r i c a  

A f t e r  t he  1994  e l ec t i ons ,  t he  new  demo c r a t i c  g o v e r n me n t  h a d  t o  d e a l  

w i t h  v a r i o u s  e c o n o mi c  d e v e l o p me n t  c h a l l e n g e s ,  i n c l u d i n g  r a i s i n g  t h e  

l e v e l s  o f  d o me s t i c  a n d  FDI ,  g e n e r a t i n g  e m p l o y me n t  a n d  i n c r e a s i n g  

i n t e r n a t i on a l  p a r t i c i p a t i o n .  O n  1  D e c e mb e r  2 0 0 0 ,  t he  S o u t h  A f r i c a n  

g o v e r n me n t  l a u n c h e d  i t s  v e r y  o w n  I D Z  p r o g r a m m e  w h i c h  l e d  t o  t h e  

d e ma r c a t i o n  o f  t h e  f o l l o w i n g  i n d u s t r i a l  d e v e l o p me n t  z o n e s :  

  R i c h a r d s  B a y  I D Z  i n  R i c h a r d s  B a y ,  K w a z u l u - N a t a l  

  Eas t  London  IDZ  in  Eas t  London ,  Eas t e rn  Cape  

  C o e g a  I D Z  i n  P o r t  E l i z a b e t h ,  E a s t e r n  C a p e  

  O l i v e r  Ta mb o  I n t e r n a t i o na l  A i r p o r t  I D Z  i n  K e mp t o n  P a r k ,  

G a u t e n g 74 

G l o b a l i s a t i o n  h a s  f o r c e d  S o u t h  A f r i c a  t o  r e p os i t i o n  i t s e l f  i n  t h e  w o r l d  

e c o n o my  a n d  i t  i s  f o r  t h i s  r e a s o n  t h a t  t h e  So u t h  A f r i c a n  g o v e r n me n t  

i n t r o d u c e d  t h e  I n d u s t r i a l  D e v e l op me n t  Z o n e  P r o g r a m me  i n  2 0 0 0  

t h r o u g h  t h e  M a n u f a c t u r i n g  D e v e l o p me n t  A c t . 75 T h e  ma i n  o b j e c t i v e  o f  

t h i s  p r o g r a m me  w a s  t o  f o c u s  o n  a t t r a c t i ng  FDI  and  t o  p romo t e  t he  

e x p o r t  o f  v a l u e - a d d e d  c o m mo d i t i e s .  T h e  p r o b l e m w i t h  t h e  

i mp l e me n t a t i o n  o f  t h e s e  z o n e s  w a s  t ha t  t h e y  w e r e  l i mi t e d  t o  c e r t a i n  

g e o g r a p h i c a l  j u r i sd i c t i o n s .  F o r  e x a mp l e ,  t h e s e  z o n e s  c o u l d  o n l y  b e  

d e s i g n a t e d  a d j a c e n t  t o  a  s e a  p o r t  o r  i n t e rna t i ona l  a i r po r t ,  wh ich  

e x c l u d e d  o t h e r  r e g i o n s  o f  t h e  c o u n t r y  t h a t  h a d  i n d u s t r i a l  p o t e n t i a l  b u t  

d i d  n o t  me e t  t h e  I D Z  c r i t e r i a .  T h i s  l i mi t a t i o n  s u b s e q u e n t l y  p r o v i d e d  

t h e  r a t i o n a l e  f o r  a  mo r e  i n c l u s i v e  i ndus t r i a l  f a c i l i t a t i o n  mo d e l  i n  t h e  
                                                            
74 Erasmus (2011) 5 .  
75 No 187 of  1993 
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fo r m o f  t h e  S p e c i a l  E c o n omi c  Zo n e  P r o g r a m me  w h i c h  w i l l  u t i l i s e  a  

w i d e  r a n g e  o f  i n s t r u me n t s . 76 

In  J anua ry  2012 ,  Rob  Dav i e s ,  t he  Sou t h  Af r i c an  Min i s t e r  o f  T rade  and  

Indus t ry ,  announced  t he  i n t en t i on  o f  t h e  S o u t h  A f r i c a n  g o v e r n me n t  t o  

e s t ab l i sh  spec i a l  e conomic  zones  i n  Sou th  Af r i ca  t h rough  t he  

i mp l e me n t a t i o n  o f  t h e  d r a f t  S p e c i a l  E c o n o mi c  Z o n e s  B i l l .  T h e  ov e r a l l  

o b j e c t i v es  o f  t h i s  B i l l ,  a s  s t a t e d  by  t h e  M i n i s t e r ,  a r e  t o  a cce l e r a t e  

i n d u s t r i a l  d e v e l o p me n t ,  a t t r a c t  f o r e i g n  a n d  d o me s t i c  i n v e s t me n t ,  

u n l o c k  r e g i o n a l  e c o n o mi c  d e v e l o p m e n t ,  b roaden  acce s s  t o  e conomi c  

o p p o r t u n i t i e s  b y  p r e v i o u s l y  ma r g i n a l i s ed  c i t i z ens  and  r e g ions ,  c r ea t e  

m o r e  q u a l i t y  j o b s ,  a n d  i mp r o v e  t h e  g e n e r a l  l i v i n g  s t an d a r d s  o f  S o u t h  

A f r i c a n s . 77 

T h i s  n e w  i n i t i a t i ve  a i ms  t o  i mp r o v e  o n  t h e  c o n c e p t  o f  i n d u s t r i a l  

d e v e l o p m e n t  z o n e s  ( I D Z s )  w h i c h  h a v e  e n j oy e d  mi x e d  s u c c e ss  s i n c e  

b e i n g  i n t r o d u c e d  i n  D e c e mb er  2 0 0 0  t h r o u g h  t h e  M a n u f a c t u r i n g  

D e v e l o p me n t  A c t . 78 To  enhance  Sou th  Af r i c a ’ s  na t i ona l  and  

i n t e r n a t i on a l  c o mp e t i t i v e n ess ,  i t  i s  i mp o r t a n t  a n d  n e c e s s a r y  t o  c o n t i n u e  

i mp r o v i n g  o n  a n d  r e s t r u c t u r i n g  e x i s t i n g  l a ws ,  s o  a s  t o  r e f l e c t  s o c i a l  

a n d  e c o no mi c  c h a n g e s .  

3 .2  Background  on  the  Indus tr ia l  Deve lopment  Zo nes   

P r i o r  t o  t h e  d r a f t  S E Z  P o l i c y  a n d  t he  B i l l ,  i n  2000  t he  DTI  i n i t i a t ed  t he  

I n d u s t r i a l  D e v e l o p me n t  Z o n e s  P r o g r a m me .  N o t w i t h s t a n d i n g  t h e  

g e o g r a p h i c a l  s h o r t c o mi n g  o f  t h e s e  zo n e s ,  g o v e r n me n t  s t i l l  i n t en d e d  t o  

u se  t he se  zones  t o  suppo r t  i ndus t r i a l  d e v e l o p me n t  i n  t h e  h o s t  r e g i o n s  

w i t h  a  s p e c i a l  f o c u s  o n  e x p o r t - o r i en t ed  va lue - added  ma nufac tu r i ng .  

T h e r e f o r e ,  t h e  d e s i g n a t i n g  o f  I D Z s  t o  e i t h e r  a n  i n t e r n a t i o n a l  s e a  p o r t  o r  

a i r p o r t  l ed  t o  t h e  e s t a b l i s hme n t  o f  t h e  fo l l ow i n g  fo u r  I D Z s ,  n a me l y ,  
                                                            
76 Pol icy on the Development  of  Special  Economic Zones in  South  Afr ica (2012)  v.  
77  “Minis ter  Davies  gazet tes  Special  Economic Zones Bil l  for  publ ic  comment” 17 
January 2012.  Avialble  at :  h t tp : / /www.dt i .gov.za/edi tmedia . jsp? id=2318 (accessed 31 
January 2012).  
78 Tralac “special  economic zones for  South Afr ica” 18 January 2012 Available  at :  
h t tp : / /www.tralac.org/2012/01/18/special-economic-zones-for-south-afr ica/  (accessed 31 
January 2012).  
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C o e g a  i n  P o r t  E l i z a b e t h ,  E a s t  L o n d on ,  R i c h a r d s  B a y  a n d  t h e  OR T a m b o  

I n t e r na t i o n a l  A i r po r t .  T h e se  a r e  n ow ope ra t i ona l  w i th  t h e  e xc e p t i o n  o f  

t h e  O R  T a mb o  I n t e r n a t i on a l  A i r po r t  I D Z . 79 T h e  a c h i e v e me n t s  o f  t h e  

IDZ  P rog ramme  inc lude  a  t o t a l  o f  40  i n v e s t o r s  a t t r a c t e d  i n t o  t h e  I D Z s  

w i t h  mo r e  t h a n  R 1 1 , 8  b i l l i o n  i n v es t me n t s  g e n e r a t e d  a n d  mor e  t h a n  

33  000  j obs  (bo th  i n  cons t ruc t i on  and  d i r ec t )  c r ea t ed . 80 D e s p i t e  t h e s e  

a c h i e v e me n t s ,  t h e  g o v e r n me n t  b e l i e v e s  t h a t  mo r e  c o u l d  h a v e  b e e n  

ach i eved .  A  r ev i ew  o f  t he  IDZ  P rog r a m me  w a s  t h e n  i n i t i a t e d ,  a n d  t h i s  

i d e n t i f i e d  s o me  c h a l l e n ge s  t h a t  needed  t o  be  add re s sed .   

3 . 3  C h a l l e n g e s  wi t h  R e g a r d  t o  t h e  C u r r e n t  I nd e p e n d e n t  

 D e v e l o p m e n t  Zo n e  P r o g r a m m e 81 

i .  D e s i g n  c h a l l e n g e s  

The  mos t  f undamen ta l  de s ign  f l aw o f  t he  cu r r en t  IDZ  P rog ramme  

r e l a t e s  t o  t h e  f a c t  t h a t  t he  p r o g ra m me  f o c u s e d  e x c l u s i v e l y  o n  o n l y  o n e  

t y p e  o f  S E Z  t o  t h e  e x c l u s i o n  o f  t he  o t h e r s .  A s  s t a t e d  a b o v e ,  t h e r e  a r e  

v a r i o u s  t y p e s  o f  S E Z s  t h a t  c a n  b e  u s e d ;  h e n c e ,  r e s t r i c t i n g  o n e s e l f  t o  

j u s t  o n e  t y p e  c r e a t e s  a  s i t u a t i o n  w h e r e  t h e  b e n e f i t s  o f  t h e  o t h e r  t y p e s  

o f  S E Z  c a n n o t  b e  h a r n e s s e d .  I n  t e r ms  o f  t he  I DZ  P r o g r a m me ,  o n l y  

t h o s e  r e g i o n s  t h a t  h a d  a c c e s s  t o  a n  i n t e r n a t i o n a l  a i r p o r t  o r  s e a  p o r t ,  

c o u l d  q u a l i f y  f o r  s u p p o r t .   

i i .  Nature  o f  suppor t  

I D Z s  w e r e  e s t a b l i s h e d  t o  s u p p o r t  t he  d e v e l o p me n t  o f  e x p o r t - o r i e n t e d  

i n d u s t r i e s .  T h e r e f o r e ,  w h a t  w a s  r equ i r ed  was  t ha t  t he  i ndus t r i a l  

deve lopmen t  o f  t he se  zones ,  a s  we l l  a s  t he  hos t  r eg ions ,  shou ld  be  ab l e  

t o  s u p p o r t  t h e  l o n g - t e r m d e v e l o p me n t  o f  t h o s e  i n d u s t r i e s .  S u c c e s s f u l  

SEZ  p rog ramme s  t end  t o  f ocus  on  t he  p rov i s i on  o f  va r i ous  suppo r t  

s t r u c t u r e s ,  w h i c h  i n c l u d e  i n f r a s t r u c t u r e ,  s k i l l s  d e v e l o p me n t ,  

t e c h n o l o g y ,  r e s e a r c h  a n d  d e v e l o p me n t ,  ma r k e t  s u p p o r t ,  f i n a n c e ,  ma r k e t  

                                                            
79 D Brand An Evaluat ive Analysis  of  Industr ial  Development Zones and Export  
Processing Zones with Reference to the Coega Industr ia l  Development  Zone ,  (2002) 31.  
80 Pol icy on the Development  of  Special  Economic Zones in  South  Afr ica (2012)  3.  
81 Ib id .  9–12.  
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a c c e s s ,  l o g i s t i c s ,  a n d  i n c ub a t i o n  p ro g r a m me s .  T h e s e  s u p p o r t  pa c k a g e s  

ma k e  a n  i mp o r t a n t  c o n t r i b u t i o n  i n  t h e  c r e a t i o n  o f  s u c c e s s f u l  S E Z  

p r o g r a m me s .  I n  t e r ms  o f  t he  I D Z  P r o g r a m me ,  n o t  e n o u g h  a t t e n t i o n  w a s  

p a i d  t o  o u t - o f - z on e  a c t i v i t i e s ,  e spe c i a l l y  t h o s e  a c t i v i t i e s  t ha t  a r e  

c r i t i c a l  fo r  t he  s uc c e s s  o f  i n - z o n e  e n t e rp r i s e s  and  t he  su s t a inab i l i t y  o f  

t h e  z o n e .   

i i i .  Ad hoc  p lann ing  arrangement s  

I D Z s  a r e  j u s t  o n e  o f  t he  t o o l s  g o v e r n me n t s  u s e  f o r  e c o n o mi c  

d e v e l o p m e n t .  I t  i s  t h e r e f o r e  e s s e n t i a l  t h a t  t h e s e  z o ne s  b e  i n t e g r a t e d  

i n to  key  s t r a t eg i e s  a t  na t i ona l ,  p r ov inc i a l  and  r eg iona l  l eve l s .  Loca l  

IDZs  need  t o  be  deve loped  i n  such  a  w a y  t h a t  t h e y  e n han c e  c o mpe t i t i o n  

w i t h  S E Z s  i n  o t h e r  p a r t s  o f  t h e  wor ld ,  and  no t  be tween  t hemse lve s .  

T h i s  r e q u i r e s  t h e  a l i g n me n t  a n d  h a rmon i sa t i on  o f  s t r a t eg i c  p l ans .   

i v .  G o v e r n anc e  a r r an g e m e n t s  

A l l  t i e r s  o f  g o v e r n me n t s  s h o u l d  p a r t i c i p a t e  i n  t h e  d e v e l o p me n t  o f  I D Z s .  

E a c h  o f  t h e s e  p a r t i c i p a n t s  h a s  d i f f e r en t  r o l e s  t o  p l a y  a n d  t h e s e  h a v e  t o  

b e  c l e a r l y  d e f i n e d  a n d  d e l i n e a t ed .  Th e  c u r r e n t  r e g u l a t o r y  f r a m e w o r k  

l a cks  su f f i c i en t  gu idance  w i th  r ega rd  t o  t he  gove rnance  a r r angemen t s  

c o n c e r n i ng  I D Z s ,  w h i c h  r e su l t s  i n  i n s u f f i c i e n t  o r  u n t i me l y  o v e r s i g h t  o f  

t h e  s t r a t e g i c  p l a ns  a n d  ope ra t i ons  o f  IDZs .   

v .  F i n a n c i n g  a r r a n g e m e n t s  

C u r r e n t l y ,  I D Z s  a r e  e n t i r e l y  dependen t  on  s t a t e  f u n d i n g  f o r  o p e r a t i o n a l  

e x p e n d i t u r e  a s  w e l l  a s  c a p i t a l  e x p end i t u r e .  Th i s  f i nanc i a l  dependency  

i s  s u b j e c t  t o  t h e  a v a i l a b i l i t y  o f  f u n d s  i n  t h e  s u c c e s s i v e  M e d i um- T e r m  

E x p e n d i t u r e  F r a me wo r k  ( M T E F )  o f  n a t i o n a l  a n d  p r o v i n c i a l  

g o v e r n me n t s .  A t  t h i s  s t a g e  a l l  f i n a n c i n g  a r r a n g e me n t s  f o r  I D Z s  t e n d  t o  

b e  s h o r t  t e r m a n d  d o  n o t  p r o v i d e  ce r t a i n t y  fo r  t he  l on g  t e r m,  w h i c h  

c r e a t e s  u n c e r t a i n t y  i n  d e v e l o p i n g  l o n g - t e r m p l a n s .  I n  a d d i t i o n ,  n o  

p r o v i s i o n  i s  ma d e  f o r  d e v e l o p me n t  f i n a n c e  i n s t i t u t i o n  ( D F I )  f u n d i n g ,  

ma k i n g  f u n d i n g  a r r a n g e me n t s  v e r y  i n f l ex ib l e  and  some wha t  i nadequa t e .  
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v i .  T a r g e t e d  i n v e s t m e n t  

T h e r e  i s  a  n e e d  f o r  S E Z s  t o  b e  r e g u l a t e d  b y  a  s i n g l e  s t r a t e g y  a n d  

me ssage  i n  o rde r  t o  p romote  i nve s t me n t .  I n v e s t me n t  p r o mo t i o n  i s  

c u r r e n t l y  b e i n g  d o n e  i n d e p e n d e n t l y  b y  i n d i v i d u a l  I D Z s  a n d  t h e r e  i s  n o  

s t r u c t u r e d  c o o r d i n a t i o n  b e t w e e n  I DZ  o p e r a t o r s  a n d  t h e  S o u t h  A f r i c a n  

D e p a r t me n t  o f  T r a d e  a n d  I n d u s t r y  ( DT I ) ,  r e s u l t i n g  i n  d i v e r s e  me s s a g e s  

b e i n g  c o n v e y e d  t o  t h e  i n v e s t me n t  c o m m u n i t y .   

v i i .  Inadequate  coord ina t ion  acros s  government  agenc i e s  

I n a d e q u a t e  p a r t i c i p a t i o n  b y  g o v e r n me n t  d e p a r t me n t s  a n d  a g e n c i e s  

i n v o l v e d  i n  t h e  i mp l e me n t a t i o n  o f  t h e  I D Z  p r o g r a m m e  r e ma i n s  a  

p r o b l e m.  F o r  I DZ s  t o  ope r a t e  suc c e s s fu l l y  a n d  e f f e c t i v e l y ,  i t  i s  

e s s e n t i a l  t h a t  t h e  v a r i o u s  g o v e r n me n t  depa r tmen t s  p rov ide  s e rv i ce s  i n  a  

c o o r d i n a t e d  ma n n e r .  I n a d e q u a t e  p a r t i c i p a t i o n  b y  t h e  v a r i o u s  

s t a k e h o l de r s  i n  g en e r a l  w i l l  r e s u l t  i n  l e s s  t ha n  o p t i ma l  s e r v i c i n g  o f  

t h e s e  z o ne s .   

3 . 4  R a t i o n a l e  f o r  a  B r o a d e r  S p e c i a l  E c o n o m i c  Zon e  F r a m e wo r k   

The  r ev i ew  o f  t he  IDZ  p rog ramme  be gan  i n  2007  and  wa s  i n fo rmed  by  a  

n u mb e r  o f  f a c t o r s  i n c l u d i n g  t h e  f o l l o w i n g : 82 

i .  D e v e l o p m e n t s  i n  n a t i o n a l  e conomic  po l i c i e s  and  s t ra teg i e s  

 
I n  b r i ng ing  SEZs  i n  l i ne  w i th  t he  I nd u s t r i a l  P o l i c y  A c t ion  P l an  and  t he  

N e w  G r o w t h  P a t h ,  t h e  D T I  a i ms  t o  c o n t i nu e  fo s t e r i n g  i t s  e f fo r t s  t o  

c r e a t e  e m p l o y me n t  a n d  e c o n o mi c  g rowth  by  e s t ab l i sh ing  a  s t r ong  

i n d u s t r i a l  b a s e  i n  S o u t h  A f r i c a . 83 A c c o r d i n g l y ,  a d v a n c i n g  g o v e r n me n t ’ s  

s t r a t e g i c  o b j e c t i v e s  o f  i n d u s t r i a l i s a t i o n ,  r e g i o n a l  d e v e l o p me n t  a n d  j o b  

c r e a t i o n  t h r o u g h  t h e  i mp l e me n t a t i o n  o f  S EZ s  i s  c r i t i c a l  t o  t h e s e  e f f o r t s .  

I t  s h o u l d  b e  e m p h a s i s e d  t h a t  t h e  n e w  S p e c i a l  E c o n o m i c  Z o n e  

P r o g r a m me  w i l l  b e  s p e c i f i c a l l y  u se d  t o  p r o mo t e  t h e  c r e a t i on  o f  a  

                                                            
82 Ib id .  7.  
83 Ib id.  
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r eg iona l l y  d ive r s i f i ed  i ndus t r i a l  e conomy  by  e s t ab l i sh ing  new  

indus t r i a l  hubs  i n  t he  unde rdeve lo p e d  r e g i o n s  o f  t h e  c o u n t r y . 84  

 
i i .  D e v e l o p m e n t s  i n  g l o ba l  e c o n o m i c  e n v i r o n m e n t  

 

S i n c e  2 0 0 0 ,  w h e n  t h e  I D Z  p r o g r a mme  w a s  i n t r o d u c e d ,  a  s e r i e s  o f  

d r a s t i c  changes  have  t aken  p l ace  i n  t he  wor ld  e c o n o m y .  T h e s e  i n c l u d e  

i n c r e a s e d  c o mp e t i t i o n  f o r  F D I ,  a  s h i f t  i n  t h e  g l o b a l  e c o n o mi c  p o w e r  

b a l a n c e  f r o m t h e  w e s t  t o  t h e  e a s t ,  a n d  s h i f t s  i n  g e o p o l i t i c a l  

a r r angemen t s  i nc lud ing  t he  fo r ma t ion  o f  BRI CS 85 and  o the r  g roup ings .  

T h e s e  c h a n g e s  h a v e  c o n t r i b u t e d  t o  t h e  e me r g e n c e  o f  n e w  s o u r c e s  o f  

F D I ,  n e w  g l o b a l  e c o n o mi c  p o w e r  r e l a t i o n s  a n d  n e w  ma r k e t s .  G r o u p i n g s  

s u c h  a s  B R I C S  c a n  a s s i s t  t h e  c oun t r y  i n  a t t r a c t i n g  muc h  d e s i r e d  

i n v e s t me n t s  a n d  SE Z s  c a n  b e  a  u s e f u l  i n s t r u me n t  i n  t h a t  r e g a r d .  

 

i i i .  L e s s o n s  l e a r n t  i n  the  i m pl e m e n t at i o n  o f  i n d u s t r i a l  

d e v e l o p m e n t  zo n e s  

T h e  f o l l o w i n g  l e s s o n s  l e a r n t  f r o m t h e  i m p l e me n t a t i o n  o f  t h e  I D Z  

p r o g r a m me  p r o v i d e  v a l u a b l e  e x p e r i e n c e  a nd  l e s s o n s  f o r  g o v e r n me n t .  

A c c o r d i ng l y ,  t he y  n e e d  t o  b e  f a c t o re d  i n t o  o t h e r  e f fo r t s  i n  o r d e r  t o  

a t t r a c t  f o r e i g n  a n d  d o me s t i c  d i r e c t  i n v e s t me n t : 86 

  T h e  e c o no mi c  l i t e r a t u r e  s ho w s  t h a t  SEZs  a r e  t he  key  t oo l  u sed  i n  

a l l  t h e  f a s t e s t  g r owi n g  e c on o mi e s ,  i nc lud ing  Ch ina ,  I nd i a ,  B raz i l ,  

and  o the r s ;  t o  a cce l e r a t e  t he  dev e l o p me n t  o f  t a r ge t e d  i n d u s t r i e s  

and  a t t r a c t  de s i r ed  fo r e ign  and  d o me s t i c  d i r e c t  i n v e s t me n t .  

  L e a d e r s h i p  a n d  e f f e c t i v e  i mp le me n t a t i o n  m a y  b e  e v e n  mor e  

i mp o r t a n t  t h a n  a  g o o d  p o l i c y  o r  s t r a t e g y .  

  C o o r d i n a t i o n  a c r o s s  a l l  t i e r s  o f  g o v e r n me n t  an d  p u b l i c  e n t i t i e s  i s  

n e c e s s a r y  t o  s p e e d  u p  i mp l e me n t a t i o n .   

                                                            
84 Ib id .  
85 BRICS is an economic partnership between Brazil, Russia, India, China and South Africa. 
86 Pol icy on the Development  of  Special  Economic Zones in  South  Afr ica (2012)  8 
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  A n  S E Z  i s  a  t o o l  f o r  e c o n o mi c  d e v e l o p me n t  a n d  n o t  a n  e n d  i n  

i t s e l f .  I t  i s  t h e r e f o r e  i mp o r t a n t  t o  f o c u s  o n  t h e  g o a l  o f  e c o n o mi c  

o r  i n d u s t r i a l  d e v e l o p me n t  r a t he r  t han  j u s t  t he  t oo l .   

  T h e  p o t en t i a l  b e ne f i t s  o f  S E Z s  a r e  n o t  a u t o ma t i c  b u t  d e p e n d  o n  

w h e t h e r  t h e  n e c e s s a r y  c o nd i t i o n s  a r e  c r ea t ed  f o r  t h e i r  s u c ce s s .  

T h e s e  co n d i t i o ns  i n c l u de  s t r o ng  p o l i t i c a l  a n d  t e c h n i c a l  

l e a d e r s h i p ,  c o m mi t me n t s  o v e r  t h e  l o ng  t e r m,  i n t e g r a t e d  

d e v e l o p m e n t  p l a n n i n g  a n d  su f f i c i en t  r e sou rc ing .  

  S E Z s  t e n d  t o  w o r k  w h e r e  t h e  s t r a t e g i c  i n v e s t me n t  o p p o r t u n i t i e s  

a n d  d e s i r e d  i n d u s t r i a l  c a p a b i l i t i e s  a r e  c l e a r .  

  S E Z s  a r e  n o t  n e c e s s a r i l y  p e r ma n e n t  b u t  a r e  u s e d  a s  a  d e v e l o p me n t  

t o o l  u n t i l  a n  a r e a  ha s  a c h i e ve d  i n d u s t r i a l  s u s t a i n a b i l i t y .  

 

i v .  M o d e s t  pe r f o r m a n c e  o f  t h e  p r o g r a m m e  

 

When  compared  t o  p rog rammes  i n  co u n t r i e s  s u c h  a s  C h i n a ,  K o r e a ,  

I n d i a ,  M a l a y s i a  a n d  o t h e r s ,  t h e  p e r fo rma nc e  o f  Sou th  Af r i c a ’ s  IDZ  

p r o g r a m me  i s  f u n d a me n t a l l y  mo d e s t  a n d  f a l l s  s h o r t  o f  t h e  e x p e c t a t i o n s  

o f  a l l  s t ak e h o l d e r s ;  i t  t h e re fo r e  r equ i r e s  r evamping . 87 

 

v .  T o  s e r v e  a s  p r e s s ur e  v a l v e s  t o  a l l e v i a t e  g r o wi n g  u n e m p l o y m e n t  

 

T h e  S E Z  p r o g r a m me s  o f  T u n i s i a  a n d  t h e  D o mi n i c a n  R e p u b l i c  a r e  

f r e q u e n t l y  c i t e d  a s  e x a mp l e s  o f  r o b u s t ,  j o b - c r e a t i n g  p r o g r a m me s  t h a t  

have  r ema ined  enc l aves  w i th  f e w  l i n k a g e s  t o  t h e i r  h o s t  e c o n o mi e s . 88  

 

v i .  A s  e x p e r i m e n t a l  l a b o r a t o r i e s  f or  t h e  ap p l i c a t i on  o f  n e w  

po l i c i e s  and  appr oaches  

C h i n a ’ s  f r e e p o r t s  a r e  c l a s s i c  e x a m p le s  o f  t h i s  c a t e g o r y .  F i n a n c i a l ,  

l ega l ,  l abou r  and  even  p r i c ing  po l i c i e s  a r e  i n t r o d u c e d  a n d  t e s t e d  f i r s t  

w i t h i n  t h e  f r e e p o r t s  b e f o r e  b e i n g  e x t e n d e d  t o  t h e  r e s t  o f  t h e  e c o n o my .  

                                                            
87 Ib id.  
88 FIAS (2008) 12.  
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3 . 5  T r a n s i t i o n a l  A r r a n g e m e n t s  f o r  t h e  I n d u s t r i a l  De v e l o p m e n t  

Zo ne s   

 
T h e r e  a r e  me a s u r e s  i n  p l a c e  t h a t  w i l l  a l l o w  f o r  a  s mo o t h  t r a n s i t i o n  f o r  

t h e  I D Z s  t o  be  i n c o r p o ra t e d  a s  p a r t  o f  t h e  S E Z  p r o g r a m me  a n d  

l e g i s l a t i o n ,  o u t s i d e  o f  t h e  M a n u f a c tu r i n g  D e v e l o p me n t  A c t  N o .  1 8 7  o f  

1993 . 89 

3 . 6  S p e c i a l  e c o n o m i c  zo n e s  u n d e r  t h e  d r a f t  S p e c i a l  E c o n o m i c  

Zo n e s  B i l l ,  2 0 1 1  

T h e  d r a f t  S E Z  B i l l  w i l l  e na b l e  g o ve r n me n t  t o  i mp l e me n t  a  b r o a d e r  

v a r i e t y  o f  S E Z s .  T h e  k e y  p r o v i s i o n s  o f  t he  B i l l  i n c lude  t he  fo l l owing :  

 
i .  T h e  e s t a b l i s h me n t  o f  a  S p e c i a l  E c o n omi c  Z o n e s  B o a r d  t o  a d v i s e  

t h e  M i n i s t e r  o f  T r a d e  a n d  I n d u s t r y  (he r ea f t e r  r e f e r r ed  t o  a s  “ t he  

M i n i s t e r ” )  o n  t h e  p o l i c y ,  s t r a t eg y  a n d  o t h e r  r e l a t e d  ma t t e r s   

i i .  T h e  e s t a b l i s h me n t  o f  a  S p e c i a l  Economi c  Zone s  Fund  t o  p rov ide  

fo r  a  more  cohe ren t  and  p r ed i c t ab l e  f und ing  f r ame work  t ha t  

e n a b l e s  l o n g - t e r m p l a n n i n g  

i i i .  T h e  s t r e n g t h e n i n g  o f  g o v e r n a n c e  a r r a n g e me n t s  i n c l u d i n g  

c l a r i f i c a t i o n  o f  t h e  r o l e s  a n d  r e s pons ib i l i t i e s  o f  key  s t a k e h o l d e r s   

 
T o g e t h e r  w i t h  t he  d r a f t  S p e c i a l  E c o n o mi c  Z o n e s  B i l l ,  t he  S p e c i a l  

E c o n o mi c  Z o n e s  P o l i c y  h a s  b e e n  i n t r o d u c e d  t o  p r o v i d e  a  c l e a r  p o l i c y  

f r a me w o r k  w i t h  r e s p e c t  t o  t he  d e v e l o p me n t ,  o p e r a t i o n s  a n d  

ma nage men t  o f  SEZs . 90  

T h e  p r e a m b l e  t o  t h e  n e w  d r a f t  B i l l  s t a t e s  t ha t  t he  ma in  pu rpose  o f  t h i s  

B i l l  i s  t o   

                                                            
89 Pol icy on the Development  of  Special  Economic Zones in  South  Afr ica (2012)  14.  
90 However ,  government has not  yet  publ ished the proposed regulat ions.  Unti l  th is  draf t  
SEZ Bil l  has  been adopted by par l iament ,  investors  wil l  be lef t  in  the dark about the key 
regulat ions that  apply.  
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…  p r o v i d e  f o r  t h e  d e s i g n a t i o n ,  d e v e l o p me n t ,  p r o m o t i o n  a n d  

ma n a g e m e n t  o f  S p e c i a l  E c o n o mi c  Z o n e s ;  t o  p r o v i d e  f o r  t h e  

e s t a b l i s hme n t  o f  t h e  S p e c i a l  E conomi c  Zones  Boa rd ;  t o  r egu l a t e  

t h e  a p p l i c a t i o n  a nd  i s s u i n g  o f  Spec i a l  Economi c  Zone s  ope ra to r  

p e r mi t s ;  t o  p r o v i d e  f o r  t h e  e s t a b l i s h m e n t  o f  t h e  S p e c i a l  E c o n o mi c  

Zones  Fund  and  t o  p rov ide  fo r  ma t t e r s  i n c i d e n t a l  t h e r e t o . 91  

I n  t h e  fo l l o w i n g  se c t i o n  s ome  o f  t h e  k e y  s e c t i o n s  o f  t h e  d r a f t  S p e c i a l  

E c o n o mi c  Z o n e s  B i l l  w i l l  b e  d i s c u s s e d .   

3 . 6 . 1  O b j e c t i v e s  

T h e  o b j e c t i v e s  o f  t h i s  A c t  a r e : 92 

a )  “ T o  p r o v i d e  f o r  t h e  d e t e r mi n a t i o n  o f  S p e c i a l  E c o n o mi c  Z o n e s  p o l i c y  

a n d  s t r a t e g y ;  

b )  To  p rov ide  fo r  t he  de s igna t i on ,  d e v e l o p me n t ,  p r o mo t i o n ,  o p e r a t i o n  

a n d  ma n a g e me n t  o f  S p e c i a l  E c o n o mi c  Z o n e s ;  

c )  T o  p r o v i d e  f o r  t h e  e s t a b l i s h me n t  o f  t h e  S p e c i a l  E c o n o mi c  Z o n e s  

F u n d  t o  s u p p o r t  t h e  d e v e l o p me n t  o f  S p e c i a l  E c o n o mi c  Z o n e s ;  

d )  T o  p r o v i d e  f o r  r e g u l a t o r y  me a s u r e s  a n d  t a x  a n d  b u s i n e s s  i n c e n t i v e s  

f o r  S p e c i a l  E c o n o mi c  Z o n e s  i n  o r d e r  t o  a t t r a c t  d o me s t i c  a n d  f o r e i g n  

d i r e c t  i n v e s t me n t ;  a n d  

e )  T o  p r o v i d e  f o r  s i mp l i f i e d  p r o c e dur e s  f o r  t h e  d e v e l o p me n t  a n d  

o p e r a t i o n  o f  S p e c i a l  E c o n o mi c  Z o n e s  a n d  f o r  s e t t i n g  u p  a n d  

c o n d u c t i n g  b u s i n e s s  i n  S p e c i a l  Economi c  Zones  by  p rov id ing  a  

s i ng l e  w indow c l ea r ance  f ac i l i t y  t ha t  de l i ve r s  t he  r equ i r ed  

g o v e r n me n t  s e r v i c e s  t o  b u s i n e s s e s  o p e r a t i n g  i n  S p e c i a l  E c o n o mi c  

Z o n e s . ”   

3 . 6 . 2  S p e c i a l  Ec o n o m i c  Zo n e s  B o a r d  

                                                            
91 Preamble to  the draf t  Special  Economic Zones Bil l  (2011) 1 .  
92 S 2(a)–(e)  of  the draf t  Special  Economic Zones Bil l  (2011).  
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T h e  S p e c i a l  E c o no mi c  Z o n e s  B o a r d ,  w h i c h  h a s  b e e n  e s t a b l i s he d  a s  a  

n o n - e x e c u t i v e  B o a r d  f o r  w h i c h  me mb e rs  a r e  a p p o i n t e d  b y  t h e  M i n i s t e r ,  

cons i s t s  o f  t he  fo l l owing : 93 

a )  A  c h a i r p e r s o n  d e s i g n a t e d  b y  t h e  M i n i s t e r 94 

b )   O n e  r e p r e s e n t a t i ve  f r o m t h e  D e p a r t me n t   

c )  S o u t h  A f r i c a n  R e v e n u e  S e r v i c e  

d )   Na t i ona l  T rea su ry   

e )  D e p a r t me n t  r e s p o n s i b l e  f o r  e c o n o mi c  d e v e l o p me n t   

f )  Transne t  SOC L i mi t ed   

g )  E s k o m S O C  L i mi t e d   

h )  N a t i o n a l  P l a n n i n g  C o m mi s s i o n   

i )  F i v e  i n d e p e n d e n t  e x p e r t s 95 

T h e  f u n c t i o n  o f  t h e  B o a r d  i s  t o  a d v i s e  t h e  M i n i s t e r  o n  p o l i c y  a n d  

s t r a t e g y  t o  p r o mo t e ,  d e v e l o p ,  o p e r a t e  a n d  ma n a g e  S E Z s . 96 

3 . 6 . 3  S p e c i a l  E c o no m i c  Zo n e s  P o l i c y  a n d  S t r a t e g y  

T h e  M i n i s t e r  mu s t  d e t e r mi n e  p o l i cy  f o r  t h e  d e s i g n a t i o n ,  d e v e l o p me n t ,  

p r o mo t i o n ,  o p e r a t i o n  a n d  ma n a g e m e n t  o f  S E Z s  a f t e r  c o n s i d e r i n g  t h e  

a d v i c e  o f  t h e  S pe c i a l  E c o n o mi c  Zones  Boa rd ,  wh ich ,  i n  t u rn ,  mus t  

m o n i t o r  t h e  i mp l e me n t a t i o n  o f  t h e  p o l i c y  a n d  r e p o r t  t o  t h e  M i n i s t e r  o n  

an  annua l  ba s i s . 97 Th i s  po l i cy  mus t  be  r ev i e w e d  b y  t he  M i n i s t e r  e v e r y  

f i v e  y e a r s . 98 

                                                            
93 S 4  of  the draf t  Special  Economic Zones Bil l ,  2011.  
94 A recommendation here would be that the proposed chairperson be a neutral figure who would be able to 
negotiate possible conflict between government departments. 
95 The private sector should be included. 
96 S 8 of  the draf t  Special  Economic Zones Bil l ,  2011.  
97 S 16(1)–(2)  of  the draf t  Special  Economic Zones Bil l ,  2011 
98 S 16(3)  of  the draf t  Special  Economic Zones Bil l ,  2011.  
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T h e  M i n i s t e r  mus t  a l s o  d e t e r mi n e  a n  S E Z  s t r a t e g y  a f t e r  c o n s i d e r i n g  t h e  

a d v i c e  o f  t h e  S p e c i a l  E c o n o mi c  Z o n e s  B o a r d . 99 T h i s  s t r a t eg y  mu s t  

add re s s  t he  s t r a t eg i c  de s igna t i on  o f  SEZs  and  t he  i ndus t r i a l  c l u s t e r i ng  

t ha t  w i l l  be s t  suppo r t  i ndus t r i a l i s a t i on  and  economic  g rowt h  

s t r a t eg i e s . 100 T h e  B o a r d  w i l l  t h e n  m o n i t o r  t h e  i mp l e me n t a t i o n  a n d  

r e p o r t  b a c k  t o  t h e  M i n i s t e r  o n  a n  an n u a l  b a s i s .  T h i s  s t r a t e g y  m u s t  b e  

r e v i e w e d  b y  t h e  M i n i s t e r  e v e r y  f o u r  y e a r s . 101  Each  SEZ  mus t  deve lop  

a n d  i mp l e me n t  a  s t r a t e g i c  p l a n  wi t h i n  t he  f r a me w o r k  o f  t h e  S E Z  

s t r a t e g y  t o  a c h i e v e  t h e  ma n d a t e ,  p e r fo r m  t h e  fu n c t i o n s  an d  c o mpl y  w i t h  

t h e  c o n d i t i o n s  f o r  t h a t  S E Z . 102 

3 .6 .4  F inanc ing  and  Incent ive s  

T h e  M i n i s t e r  mus t ,  w i t h  t h e  a p pro v a l  o f  t h e  M i n i s t e r  o f  F i n a n c e ,  

e s t a b l i s h  a  S p e c i a l  E c o n o mi c  Z o n e s  F u n d  t o  s u p p o r t  t h e  p r o mo t i o n  a n d  

d e v e l o p m e n t  o f  S E Z s ,  a s  w e l l  a s  t o  ma k e  r e g u l a t i o n s  r e g a r d i n g  t h e  

a d mi n i s t r a t i o n ,  m a n a g e me n t  a n d  c r i t e r i a  f o r  t h e  d i s t r i b u t i o n  o f  t h e  

Fund . 103 T h e  M i n i s t e r  ma y  a l s o ,  w i t h  t h e  a p pr ova l  o f  t he  M i n i s t e r  o f  

a n y  r e l e v a n t  g o v e r n me n t  d e p a r t me n t ,  d e s i g n  a n d  a d mi n i s t e r  r e g u l a t o r y  

o r  o t h e r  i n c e n t i v e s  o r  s u p p o r t  p r o gr a m me s  n e c e s s a r y  t o  s u p p o r t  t h e  

deve lopmen t  and  ope ra t i ons  o f  SEZs . 104 

3 . 6 . 5  D e s i g n a t i o n  o f  S p e c i a l  E c o n o m i c  Zo n e s  

T h e  M i n i s t e r  ma y ,  a f t e r  c o n s i d e r i n g  t h e  r e c o m me n d a t i o n  o f  t h e  S p e c i a l  

E c o n o mi c  Z o n e s  B o a r d ,  d e s i g n a t e  a n  a r e a  s u i t a b l e  f o r  t h e  d e v e l o p me n t  

o f  a n  S E Z  w i t h ,  o r  w i t h o u t ,  c o n d i t i o n s  b y  n o t i c e  i n  t h e  Governmen t  

G a z e t t e . 105 N a t i o n a l  g o v e r n me n t ,  a  p r o v i n c i a l  g o v e r n me n t ,  a  

m u n i c i p a l i t y ,  a  pu b l i c  e n t i t y ,  a  mu n i c i p a l  e n t i t y  o r  a  p u b l i c– p r i v a t e  

pa r t ne r sh ip  ac t i ng  a lone  o r  j o in t l y ,  ma y  a p p l y  t o  t h e  M i n i s t e r  i n  t h e  

                                                            
99 S 17(1)  of  the draf t  Special  Economic Zones Bil l ,  2011.  
100 S 17(2)  of  the draf t  Special  Economic Zones Bil l ,  2011.  
101 S 17 of  the draf t  Special  Economic Zones Bil l ,  2011.  
102 S 25 of  the draf t  Special  Economic Zones Bil l ,  2011.  
103 S 18 of  the draf t  Special  Economic Zones Bil l ,  2011.  
104 S 19 of  the draf t  Special  Economic Zones Bil l ,  2011.  
105 S 20 of  the draf t  Special  Economic Zones Bil l ,  2011.  
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p r e s c r i b e d  f o r m a n d  ma n n e r  f o r  a  s pe c i f i e d  a r e a  t o  be  d e s i g n a t e d  a s  a  

SEZ . 106 S u c h  a n  a p p l i c a t i o n  f o r  d e s i g n a t i o n  mu s t  b e  a c c om p a n i e d  b y  a n  

a p p l i ca t i o n  fo r  a n  S E Z  o p e r a t o r  p e r mi t  b y  t h e  e n t i t y  i n t en d e d  t o  

o p e r a t e  t h e  p r o p o s e d  S E Z . 107 No twi th s t and ing  t he  p rov i s i ons  o f  s ec t i on  

2 2 ,  t h e  M i n i s t e r  ma y ,  a f t e r  c o n s i de r i n g  t h e  r e c o m me n d a t i o n s  o f  t h e  

S p e c i a l  E c o n o mi c  Z o n e s  B o a r d  a n d  b y  n o t i c e  i n  t h e  Governmen t  

G a z e t t e ,  s u s p e n d  o r  w i t h d r a w  a n y  d e s i g n a t i o n  o f  a n  a r e a  a s  a n  S E Z  

wh ich  does  no t  f u r t he r  gove rnme n t ’ s  i n d u s t r i a l  d e v e l o p me n t  o b j e c t i v e s ,  

o n  s u c h  t e r ms  a n d  c o n d i t i on s  a s  t h e  M i n i s t e r  ma y  d e t e r mi n e . 108 Upon  

d e s i g n a t i o n  a s  a  S E Z ,  t h e  ap p l i c a n t  m u s t  – 109 

a )  “ I n  t h e  c a s e  o f  a  n a t i o n a l  o r  p r o v i n c i a l  g o v e r n me n t  o r  a  p u b l i c  

e n t i t y  e s t a b l i s h  t h e  S E Z  a s  a  n a t i o n a l  g o v e r n me n t  b u s i n e s s  

e n t e r p r i s e  o r  a  p r o v i n c i a l  g o v e r nme n t  bus ine s s  en t e rp r i s e  a s  

c o n t e mp l a t e d  i n  S e c t i o n  1  o f  t h e  P u b l i c  F i n a n c e  M a n a g e me n t  A c t ,  

N o  1  o f  1 9 9 9 ;  

b )  I n  t h e  cas e  o f  a  m u n i c i p a l i t y  o r  m u n i c i p a l  e n t i t y  e s t a b l i s h  t h e  

S E Z  a s  a  mu n i c i p a l  e n t i t y  a s  c o n t emp l a t e d  i n  s e c t i o n  1  o f  t h e  

M u n i c i p a l  S y s t e ms  A c t ,  N o  3 2  o f  1 9 9 9 ;  o r  

c )  I n  t h e  c a s e  o f  a  p u b l i c - p r i v a t e  p a r t n e r s h i p ,  e s t a b l i s h  t h e  S E Z  a s  a  

c o mp a n y . ”  

3 . 6 . 6  S p e c i a l  Ec o n o m i c  Zo n e  O p e r a t o r  P e r m i t  

A n  S E Z  ma y  o n l y  b e  d e v e l o p e d  a n d  ope ra t ed  by  a  pe r son  who  ho ld s  an  

S E Z  o p e r a t o r  p e r mi t . 110 A n y  p e r s o n  w i s h i n g  t o  d e v e l o p  o r  o p e r a t e  a n  

S E Z  mu s t  a p p l y  t o  t h e  M i n i s t e r  f o r  an  S E Z  o p e r a t o r  p e r mi t  i n  t he  f o r m  

                                                            
106 S 21(1)  of  the draf t  Special  Economic Zones Bil l ,  2011.  
107 S 21(3)  of  the draf t  Special  Economic Zones Bil l ,  2011.  
108 S 23 of  the draf t  Special  Economic Zones Bil l ,  2011.  
109 S 24 of  the draf t  Special  Economic Zones Bil l ,  2011.  
110 S 28 of  the draf t  Special  Economic Zones Bil l ,  2011.  
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a n d  ma n n e r  p r e s c r i b e d . 111 A n  a p p l i c an t  fo r  a n  S E Z  o p e r a t o r  p e r mi t  

mus t 112  

a )  “ B e  a  S o u t h  A f r i c a n  r e g i s t e r e d  c o mp a n y ,  r e g i s t e r e d  s p e c i f i c a l l y  

f o r  t h e  d e v e l o p me n t  a n d  o p e r a t i o n  o f  a  S E Z ; 113 

b )  H a v e  s u f f i c i e n t  c a p i t a l  a n d  ex p e r t i s e  f o r  t h e  d e v e l o p me n t ,  

ma n a g e m e n t ,  a d mi n i s t r a t i o n  and  ope ra t i on  o f  a  SEZ;  

c )  S u b mi t  t o  t h e  M i n i s t e r  a  c om p r e h e n s i v e  f e a s i b i l i t y  s t u dy ;  

d )  I n d i c a t e  i t s  o w n e r s h i p  s t r u c t u r e  t h r o u g h  t h e  s u b mi s s i o n  o f  a  

s h a r e h o l d e r s ’  a g r e e me n t ,  i n d i c a t i ng  sha r eho ld ing ,  pe r cen t ages  o f  

s h a r e h o l d i n g ,  r e q u i r e me n t s  f o r  t r a n s f e r  o f  s ha r e s  a n d  

r equ i r emen t s  f o r  t he  d i s t r i bu t i on  o f  a s s e t s  upon  l i qu ida t i on  o r  

de r eg i s t r a t i on ;   

e )  S u p p l y  a l l  r e q u i r e d  i n f o r ma t i o n  i n  t h e  p r e s c r i b e d  f o r m a n d  

ma n n e r ;  a n d  

f )  C o mpl y  w i t h  s u ch  o t h e r  c r i t e r i a  a n d  r e q u i r e d  p r o c e d u r e s  a s  

d e t e r mi n e d  b y  t h e  M i n i s t e r  f r o m t i m e  t o  t i me . ”  

T h e  f u n c t i o n s  o f  s u c h  a n  o p e r a t o r  i nc lude  t ha t  a s  SEZ  ope ra to r  mus t– 114 

a )  “ D e v e l o p  a n d  i mp l e me n t  a  s t r a t e g ic  p l a n  fo r  t h e  S E Z  w i t h i n  t he  

f r a me w o r k  o f  t h e  S p e c i a l  E c o n o mi c  Z o n e s  s t r a t e g y ;  

b )  M a k e  i mp r o v e me n t s  t o  t h e  S E Z  s i t e  a n d  i t s  f a c i l i t i e s  a cc o r d i n g  t o  

t h e  p l a n s  a p p r o v e d  b y  t h e  M i n i s t e r  a n d  o t h e r  r e l e v a n t  a u t h o r i t i e s ;  

c )  P r o v i d e  o r  f a c i l i t a t e  p r ov i s i on  o f  i n f r a s t ruc tu r e  and  o the r  

s e r v i ce s  r e q u i r ed  fo r  t h e  S E Z  t o  a c h i e ve  i t s  s t r a t e g i c  an d  

ope ra t i ona l  goa l s ;  

                                                            
111 S 29 of  the draf t  Special  Economic Zones Bil l ,  2011.  
112 S 30 of  the draf t  Special  Economic Zones Bil l ,  2011.  
113 Applicant should be open to foreign companies if the company is registered in South Africa. 
114 S 31 of  the draf t  Special  Economic Zones Bil l ,  2011.  
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d )  Prov ide  adequa t e  enc lo su re s  t o  s e g r e g a t e  t h e  z o n e  a r e a  f r o m a n y  

a p p l i ca b l e  c u s t oms  t e r r i t o r y  fo r  t h e  p ro t e c t i o n  o f  r e ve n u e  

t o g e t h e r  w i t h  s u i t a b l e  p r o v i s i o n s  f o r  t h e  mo v e me n t  o f  p e r s o n s ,  

c o n v e y a n c e s ,  v e s s e l s  a n d  g o o d s  e n t e r i n g  a n d  l e a v i n g  t h e  z o n e s ;  

e )  Prov ide  adequa t e  s ecu r i t y  on  t he  s i t e ,  o f f i c e s  and  a l l  f a c i l i t i e s  o f  

t he  zone ;  

f )  A d o p t  r u l e s  a n d  r e g u l a t i o n s  f o r  b u s i n e s s e s  w i t h i n  t h e  z o n e  i n  

o r d e r  t o  p r o mo t e  i t s  s a f e  a n d  e f f i c i e n t  o p e r a t i o n ;  

g )  Main t a in  adequa t e  and  p rope r  a ccoun t s  and  o the r  r e co rds  i n  

r e l a t i o n  t o  i t s  b u s i n e s s  a n d  r e p o r t  i n  t h e  p r e s c r i b e d  ma n n e r  o r  a s  

r e q u i r e d  o n  z o n e  a c t i v i t i e s ,  p e r fo r m a n c e  a n d  d e v e l o pme n t  t o  t h e  

Min i s t e r ,  Sou th  Af r i c an  Revenue  Se rv i ce s ,  t he  Sou th  Af r i c an  

R e s e r v e  b a n k ,  S t a t i s t i c s  S o u t h  A f r i c a   o r  o t h e r  r e l a t i v e  

au tho r i t i e s ;  

h )  P r o mo t e  t h e  r e l e v a n t  S E Z  a s  a  fo r e i g n  a n d  d o me s t i c  d i r e c t  

i n v e s t me n t  d e s t i n a t i o n ;  

i )  U n d e r t a ke  a n y  o t h e r  a c t i v i t y  w i t h i n  t h e  s co p e  o f  t h i s  A c t  t o  

p r o mo t e  t h e  e f f e c t i v e  f u n c t i o n i n g  o f  t h e  S E Z ;  a n d  

j )  Fac i l i t a t e  a  s i ng l e  w indow c l ea r ance  f ac i l i t y  t ha t  de l i ve r s  t he  

r e q u i r e d  g o v e r n me n t  s e r v i c e s  t o  bus ine s s  ope ra t i ng  i n  t he  Spec i a l  

E c o n o mi c  Z o n e  i n  o r d e r  t o  p r o v i d e  s i mp l i f i e d  p r o c e d u r e s  f o r  t h e  

d e v e l o p m e n t ,  a n d  o p e r a t i o n  o f  t he  S p e c i a l  E c o n o mi c  Z o n e  a n d  f o r  

s e t t i n g  u p  a n d  c o n d u c t i n g  b u s i n e s s  i n  t h e  S E Z . ”   

A n  S E Z  o p e r a t o r  pe r mi t  mu s t  - 115  

a )  “ S t i p u l a t e  t h e  d u t i e s ,  t e r m s  a n d  c o n d i t i o ns  fo r  t h e  d e v e l o p me n t  

a n d  o p e r a t i o n  o f  t h e  S E Z  b y  t h e  S p e c i a l  E c o n o mi c  Z o n e  o p e r a t o r ,  

i n c l u d i n g :  

                                                            
115 S 32 of  the draf t  Special  Economic Zones Bil l ,  2011.  
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I .  T h e  r e q u i r e me n t s  a n d  t i me t a b l e  f o r  t h e  p l a n n i n g ,  

c o n s t r u c t i o n ,  s u p p l y  o f  i n f r a s t r u c t u r e  a n d  u t i l i t i e s  w i t h i n  

t he  SEZ;  

I I .  T h e  s e c u r i t y  me a s u r e s  t h a t  t h e  S E Z o p e r a t o r  mus t  i n s t a l l  

a n d  ma i n t a i n  i n  o r  a r o u n d  t he  c u s t o ms  c o n t r o l l e d  a r e a ;  

I I I .  T h e  f a c i l i t i e s  t h a t  t h e  S E Z  o p e r a t o r  mus t  p r o v i d e  t o  ena b l e  

t h e  S p e c i a l  E c o n o mi c  Z o n e s  B o a r d  t o  e x e r c i s e  i t s  f u n c t i o n s  

w i t h i n  t he  S E Z ;  

IV .  T h e  d u r a t i o n  o f  t h e  S E Z  o p e r a t o r  pe rmi t ;  

V .  T h e  d a t e  b y  w h i c h  t h e  SE Z  o p e r a t o r  mus t  e x e r c i s e  a n y  

o p t i o n  t o  b u y  o r  l e a s e  l a n d  i n  t h e  S E Z ;  

VI .  T h e  c o n s t r u c t i o n  t i me t a b l e  a n d  mi l e s t o n e  s c h e d u l e ;  a n d  

b )  S t i p u l a t e  a n y  s p e c i a l  r e q u i r e me n t s  o r  cond i t i ons  t ha t  t he  mi n i s t e r  

ma y  i mpose  upon  t he  SEZ  ope ra to r . ”  

T h e  M i n i s t e r  ma y  w i t h d r a w o r  s u s p e n d  a n  S E Z  o p e r a t o r  p e r mi t  i f  t h e  

S E Z  o p e r a t o r  –   

a .  “ F a i l s  t o  c o mp l y  w i t h  t h e  d u t i e s ,  t e r ms  a n d  c o n d i t i o n s  o f  t h e  

S p e c i a l  Ec o n o mi c  Z o n e  o p e r a t o r  pe r mi t ;  

b .  C o n t r a v e n e s  t h e  p r o v i s i o n s  o f  t h i s  A c t  o r  a n y  l a w  o f  t h e  

Repub l i c ;  

c .  C o n t r a v en e s  o r  f a i l s  t o  c o m p l y  w i t h  t h e  c u s t oms  a n d  e x c i s e  r u l e s  

a n d  p r o c e d u r e s  t h a t  a r e  a p p l i c a b l e  t o  i t ,  a n d  t he  C o m mi s s i o n e r  o f  

t he  Sou th  Af r i c an  Revenue  Se rv i ce s  no t i f i e s  t he  Min i s t e r  

a c c o r d i n g l y ;  o r  

d .  Reques t s  t he  Min i s t e r  t o  w i thd r a w t h e  S p ec i a l  E c ono mi c  Z o n e  

o p e r a t o r  p e r mi t . ”  

 

 
 
 



47 

 

3 . 6 . 7  G e n e r a l  P r o v i s i o n s  

A n y  d e s i g n a t i o n  o f  a n  i n d u s t r i a l  d e v e l o p m e n t  z o n e  u n d e r  t h e  I D Z  

R e g u l a t i on s  t h a t  i s  i n  fo r c e  a t  t he  c om m e n c e m e n t  o f  t h i s  A c t ,  r ema i n s  

i n  f o r c e  a n d  mus t  b e  r e g a r d e d  a s  a  d e s i g n a t i o n  o f  a n  S E Z  u n d e r  t h i s  

A c t . 116 Any  IDZ  ope ra to r  pe rmi t  i s sued  unde r  t he  IDZ  Regu l a t i ons  t ha t  

i s  i n  fo r c e  a t  t h e  co m me n c e me n t  o f  t h i s  A c t ,  r e ma i n s  i n  fo r c e  a n d  mu s t  

b e  r e g a r d e d  a s  a n  S E Z  o p e r a t o r  p e r mi t  i s s u e d  u n d e r  t h i s  A c t . 117 Any  

a p p l i c a t i o n  f o r  t h e  d e s i g n a t i o n  o f  a n  I D Z  o r  f o r  t h e  i s s u i n g  o f  a n  S E Z  

o p e r a t o r  p e r mi t  m a d e  u n d e r  t h e  I D Z  R e g u la t i o n s  t h a t  i s  n o t  f i n a l i s e d  o n  

c o m m e n c e me n t  o f  t h i s  A c t ,  mus t  b e  c o n t i n ue d  a n d  de a l t  w i t h  a s  a n  

a p p l i c a t i o n  f o r  t h e  d e s i g n a t i on  o f  an  SEZ  o r  an  app l i c a t i on  fo r  an  SEZ 

o p e r a t o r  p e r mi t  a s  t h e  c a s e  ma y  b e  u n d e r  t h i s  A c t . 118 T h e  M i n i s t e r  ma y  

fu r t h e r ,  a f t e r  c o ns u l t a t i o n  w i t h  t h e  S p e c i a l  E c o n o m i c  Z o n e s  B o a r d ,  

ma k e  r e g u l a t i o n s ,  n o t  i n c o n s i s t e n t  w i t h  t he  p r o v i s io n s  o f  t h i s  A c t ,  

r e g a r d i n g  a n y  ma t t e r  w h i c h  i n  t e r ms  o f  t h i s  A c t  i s  r e q u i r e d  o r  

p e r mi t t e d  t o  b e  p r e s c r i b e d  a n d ,  g e n e r a l l y ,  r e g a r d i n g  a n y  ma t t e r  i n  

r e s p e c t  o f  w h i c h  t h e  M i n i s t e r  d e e ms  i t  ne c e s sa r y  o r  e xp e d i e n t  t o  ma k e  

r e g u l a t i on s  i n  o r de r  t o  ac h i e v e  t h e  ob j e c t i v e s  o f  t h i s  A c t . 119 

3 . 6 . 8  G o v e r n a n c e  o f  S p e c i a l  E c o n o m i c  Zo n e s  

E f f e c t i v e  g o v e r n a n c e  o f  S E Z s  i s  n ece s sa ry  t o  en su re  t he  fo l l owing 120 

  E f f e c t i v e  g u i d a n c e  f o r  t h e  d e v e l o p me n t  a n d  i mp l e me n t a t i o n  o f  

s t r a t e g i c  a n d  o p e r a t i o n a l  p l a n s .  

  T r a n s p a r e n c y  a n d  a c c o u n t a b i l i t y  i n  t he  u se  o f  pub l i c  r e sou rce s .  

  R e s p o n s i b l e  e x e c u t i o n  o f  m a n d a t e s  a t  a l l  l eve l s  and  phase s .  

  C l a r i t y  w i t h  r e s p e c t  t o  t he  ro l e s  o f  t he  d i f f e r en t  r o l e  p l aye r s .  

                                                            
116 S 35(2)  of  the draf t  Special  Economic Zones Bil l ,  2011.  
117 S 35(3)  of  the draf t  Special  Economic Zones Bil l ,  2011.  
118 S 35(3)  of  the draf t  Special  Economic Zones Bil l ,  2011.  
119 S 37 of  the draf t  Special  Economic Zones Bil l ,  2011.  
120 Pol icy on the Development  of  Special  Economic Zones in  South  Afr ica (2012)  16.  
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  P r o mo t i o n  o f  c o o r d i n a t i o n  a c r o s s  a l l  t i e r s  o f  gove rnme n t ,  a s  we l l  

a s  c o o p e r a t i o n  a mo n g  a l l  c r i t i c a l  a g e n c i e s .   

P r o v i s i o n s  w i t h  r e g a r d  t o  gove rnance  i nc lude  t he  fo l l owing : 121 

  P r o v i s i o n  i s  ma d e  o n l y  f o r  p u b l i c  e n t i t i e s  s u c h  a s  n a t i o n a l  

g o v e r n me n t  d e p a r t me n t s ,  p r o v i n c e s  a n d  mu n i c i p a l i t i e s  t o  a p p l y  

f o r  t h e  e s t a b l i s h me n t  a n d  d e v e l o p me n t  o f  S E Z s .  

  The  deve lope r  o f  an  SEZ  can  appo in t  any  pub l i c  o r  p r i va t e  en t i t y  

a s  t h e  o pe r a t o r  o f  t h e  S E Z .  

  T h e  p r o v i n c i a l  M em b e r  o f  t h e  E x e c u t i v e  C o un c i l  r e s po n s i b l e  fo r  

e c o n o mi c  d e v e l o p me n t  o r  t h e  r e l e v a n t  e x e c u t i v e  ma y o r  s h a l l  

a s s u me  o v e r s i g h t  a n d  a c c ou n t a b i l i t y  f o r  t h e  o p e r a t i ons  o f  t h e  

r e l e va n t  SEZ .  

  M e a s u r e s  s h a l l  b e  t a k e n  t o  p r o mo te  e f f e c t i v e  p a r t i c i p a t i o n  o f  a l l  

t r e e  t i e r s  o f  g o v e r n me n t ,  i n c l u d ing  pub l i c  en t i t i e s  i n  t he  

d e v e l o p m e n t  a n d  o p e r a t i o n s  o f  S E Z s .  

3 . 7   S o u t h  A f r i c a n  I nc e n t i v e  Pr o g r a m m e  

T h e  f o l l o w i n g  S A R S  o f f e r i n g s  a r e  a v a i l a b l e  t o  C u s t o ms  C o n t r o l l e d  

A r e a s  ( CC A ) 122 e n t e r p r i s e s :  

i .  R e l i e f  f r o m  c u s t o m s  d u t i e s  a t  t i me  o f  i mp o r t a t i o n  i n t o  CCA : 123 

  A n y  g o o d s  f o r  s t o r a g e  

  Raw ma te r i a l  f o r  manu fac tu r i ng  

  M a c h i n e r y  u s e d  i n  t h e  ma n u f a c t u r i n g  p r o c e s s  

i i .  S i mp l i f i e d  c u s t o m s  p r o c e d u r e s  w h i c h  i n c l u d e : 124 

                                                            
121 Ib id.  
122 S 21A (1) of the Customs and Excise Act, 1964 (Act 91 of 1964) defines a customs control led area 
(CCA) as  area within an IDZ,  designated by the Commissioner in  concurrence with the 
Director  General :  Trade and Industry,  which is  control led  by the commissioner .  
123 SARS Websi te  Avai lable  at :  h t tp : / /www.sars .gov.za/home.asp?pid=44747 (Accessed 
Apri l  2012).  
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  C l e a r a n c e  o f  g o o d s  –  i mp o r t a t i on ,  expo r t a t i on  and  t r an s i t  

  Appl i ca t i on  fo r  de s igna t i on ,  l i c ens ing  and  r eg i s t r a t i on  

  R e l e a s e  o f  c a r g o  

  C o n s i d e r a t i o n  o f  s t a g e  c o n s i g n me n t s  i f  t h e  r e qu i r e me n t s  a r e  

me t  

  C o n s i d e r a t i o n  o f  r e l e a s e  u n d e r  e mb a r g o  

  L e s s e r  a m o u n t s  f o r  s e c u r i t y  –  l i c e n s i n g ,  r e g i s t r a t i o n  a n d  

m o v e me n t  o f  b o n d e d  g o o d s  

i i i .  Fi sca l  i ncen t i ve s  on  goods  when 125 

  g o o d s  a r e  i mp o r t e d  f o r  s t o r a g e  

  r a w  ma t e r i a l  i s  i m p o r t ed  fo r  ma nu fac tu r i ng  

  ma c h i n e r y  i s  i mp o r t e d  f o r  u s e  i n  t h e  ma n u f a c t u r i n g  p r oc e s s  

o r  

  a n y  ma t e r i a l  i mp o r t e d  f o r  u se  i n  t he  c o n s t r uc t i o n  o f  t h e  

C C A  i n f r a s t r u c t u re  

  g o o d s  a r e  e x p o r t e d  f r o m t h e  C C A  t o  a  f o r e i g n  c o u n t r y  

  a n y  s e r v i c e s  a r e  r e n d e r ed  t o  a  o r  i n  t h e  C C A .  

i v .  S u b s i d i s ed  i n f r a s t ru c t u r e : 126 

o  N o  i mp o r t  d u t i e s  p a y a b l e  o n  g o o d s  i m p o r t e d  f o r  u s e  i n  t h e  

c o n s t r u c t i o n  a n d  ma i n t e n a n c e  o f  t h e  i n f r a s t r u c t u r e  o f  a  C C A  

i n  a n  I D Z 

o  No va lue - added  t ax  sha l l  be  p a y a b l e  o n  t h e  f o l l o w i n g :  

                                                                                                                                                                                         
124 SARS Websi te  Avai lable  at :  h t tp : / /www.sars .gov.za/home.asp?pid=44747.  Accessed 
Apri l  2012.  
125 Ib id.  
126 Ib id.  
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  G o o d s  i m p o r t e d  f o r  u s e  i n  t h e  c o n s t r u c t i o n  a n d  

ma i n t e n a n c e  o f  t h e  i n f r a s t r u c t u r e  o f  C C A  

  L a n d  s u p p l i e d  t o  o r  i n  t h e  C C A  fo r  s a l e ,  l e t t i ng  o r  a n y  

o t h e r  a g r e e me n t  

  Elec t r i c i t y  o r  wa t e r  supp l i ed  t o  t he  IDZ  ope ra to r  o r  

C C A  e n t e r p r i se  l o ca t e d  i n  t he  C C A  

v .  I n  a d d i t i o n  t o  t h i s ,  g o v e r n me n t  s h o u l d  c o n s i d e r  t h e  f o l l o w i n g  

i n c e n t i v e s  f o r  S E Z  i n v e s t o r s : 127 

  E a s i n g  t h e  l a b ou r  ma r k e t - r e l a t e d  r e q u i r e me n t s  p l a c e d  on  

i nves to r s  

  I n f r a s t r uc t u r e  s u bs i d i e s  

  Job - t r a in ing  subs id i e s  

  Wage  subs id i e s  

  R e a l  e s t a t e  b e l o w  ma r k e t  v a l u e  

  C o s t  p a r t i c i p a t i o n  

  I n c e n t i v e s  f o r  t r a n s f e r r i ng  t e chno logy  and  know-how 

I n  S E Z s ,  s u p p o r t  s h o u l d  n o t  b e  o n l y  f o r  t h e  ma n u f a c t u r i n g  i n d u s t r i e s , 128 

b u t  a l s o  f o r  o t h e r  s e r v i c e s  a nd  suppo r t  i ndus t r i e s  e s t ab l i sh ing  

                                                            
127 Erasmus (2011) 14.  
128 The draf t  Taxat ion Laws Amendment  Bil l  2011 issued on 2  June 2011 proposes 
enhanced deduct ions for  projects  located in an  SEZ.  I t  proposes  that  manufacturers  that  
conduct  greenf ie ld  projects  that  are  located in an  SEZ be able  to  claim a 100% deduct ion 
on the cost  of  manufactur ing assets  (55% in  o ther  areas) .  Those who conduct  brownfield 
projects  located in  an  SEZ wil l  be able  to  c la im a  75% deduct ion on manufactur ing assets  
(35% in  o ther  areas) .  This  wil l  enable  manufactur ing companies  located  in  SEZs to  claim 
tax  al lowances of  up to  200% of  the cost  of  acquis i t ion of  manufactur ing assets .  
Qual ifying manufacturing companies  wil l  a lso  be able  to  claim an addi t ional  t ra in ing 
al lowance of  up to  R36 000 per  employee in  addi t ion to  the actual  cost  of  t ra in ing 
employees.   
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t h e ms e l v e s  i n  S E Z s . 129 T h e  b e n e f i t s  o f f e r e d  c a n  a l s o  b e  u s e d  t o  a t t r a c t  

s e r v i c e s  i n d u s t r i e s  t o  SEZs  t ha t  a r e  c lo se ly  l i n k e d  t o  i n t e r n a t i o n a l  

t r a d e  s uc h  a s 130 

  l o g i s t i c  s e r v i c e  p r o v i d e r s  

  sha r ed  s e rv i ce s  and  bank  o f f i c e  ope ra t i ons  

  f i n a n c i a l  s e r v i ce s  

  s u p p l y  c h a i n  ma n a g e me n t  

  a i r c r a f t  a n d  ma i n t e n a n c e ,  r e p a i r  a n d  o v e r h a u l ,  a n d  l e a s i n g  

  c a l l  c e n t r e s  

Acco rd ing  t o  t he  Sou th  Af r i c an  I n v e s t o r ’ s  H a n d b o o k  t h e  f o l l o w i n g  

i n c e n t i v e  p a c k a g e s  a r e  a v a i l a b l e  t o  e a c h  I D Z : 131 

  d i r e c t  l i nks  t o  a n  i n t e r n a t i on a l  p o r t  o r  a i r p o r t  

  w o r l d - c l a s s  i n f r a s t r u c t u r e ,  sp e c i a l l y  de s igned  t o  a t t r a c t  t enan t s  

  su i t ab i l i t y  f o r  expo r t -o r i en t ed  p roduc t i on  

  ded i ca t ed  cus toms  suppo r t  s e rv i ce s  t o  e x p e d i t e  e x c i s e  i n s p e c t i o n  

a n d  c l e a r i n g  

  d u t y - f r e e  i mp o r t a t i o n  o f  p r o d u c t i on - r e l a t ed  r aw  ma te r i a l s  and  

i npu t s  

  a  z e r o  r a t i n g  o f  V A T  o n  s u p p l i e s  p r o c u r e d  f r o m S o u t h  A f r i c a n  

s o u r c e s  

  i mp o r t  s t a t u s  f o r  f i n i s h e d  g o o d s  w h i c h  a r e  s o l d  i n t o  S o u t h  A f r i c a  

  g o v e r n me n t  i n c e n t i v e  s c h e m e s  

                                                            
129 Erasmus (2011) 14.  
130 Ib id .  
131 S o u t h  A f r i c a n  I n v e s t o r ’ s  H a n d b o o k  ( 2 0 1 0 )  1 1 6 .  
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  r e d u c e d  t a x a t i o n  a n d  e x e mp t i o n  fo r  so me  a c t i v i t i e s / p r o du c t s  

  a c c e s s  t o  t h e  l a t e s t  i n f o r ma t i o n  t e c h no l o g y  f o r  g l o ba l  

c o m m u n i c a t i o ns .  

3 . 8  I m p l e m e n t a t i o n  

I n  o r d e r  t o  e n s u r e  t h e  e f f e c t i v e  i mp l e me n t a t i o n  o f  t h e  S p e c i a l  

E c o n o mi c  Z o n e s  P o l i c y ,  t h e  D T I  s h a l l ,  i n  con junc t i on  w i th  o the r  

r e l e v a n t  d e p a r t me n t s  a n d  a g e n c i e s ,  d e v e l o p  a n d  i mp l e me n t  a  

c o mp r e h e n s i v e  S E Z  p r o g r a m m e  t h a t  i n c l u d e s  t h e  f o l l o w i n g : 132 

  A  n a t i o n a l  ma r k e t i n g  s t r a t eg y  i s  r e qu i r e d  t o  p r o mo t e  a l l  t h e  z o ne s  

i n t e r n a t i on a l l y  a n d  d o me s t i c a l l y  i n  o r d e r  t o  a t t r a c t  t h e  d e s i r e d  

i n v e s t me n t s .  

  A  c a p a c i t y  b u i l d i n g  p r o g r a m m e  i s  r eq u i r e d  t o  e n s u r e  t h a t  r e l e v a n t  

g o v e r n me n t  o f f i c i a l s  a c r o s s  t h e  t h r ee  t i e r s  o f  g o v e r n me n t ,  a s  w e l l  

a s  s e n i o r  e x e c u t i v e s  o f  S E Z s ,  h a v e  t h e  n ec e s s a r y  sk i l l s  a n d  

c o mp e t e n c i e s .  

  R e g i o n a l  s k i l l s  s t r a t e g i e s  h a v e  t o  b e  d e v e l o p e d  a n d  i m p l e me n t e d  

t o  s u p p or t  t he  s ho r t - ,  me d i u m-  a n d  l o n g - t e r m s k i l l s  n e e d s  o f  

e n t e r p r i s e s  a n d  i n d u s t r i e s  w i t h i n  t h e  z o n e s  a n d  i n  t h e  h o s t  

r eg ions .  

  T h e  k e y  r e q u i r e me n t  f o r  S E Z s  i s  t h e  p r o v i s i o n  o f  a p p r o p r i a t e  a n d  

w o r l d  c l a s s  i n d u s t r i a l  i n f r a s t r u c t u r e .  

  E f f e c t i v e  a n d  e f f i c i e n t  l o g i s t i c s  a r e  t h e  l i f e b l oo d  o f  a n y  t r a d e  a nd  

a r e  k e y  t o  i n d u s t r i a l  d e v e l o p me n t .  

  I n c u b a t i o n  p r o g r a m m e s  a r e  c r i t i c a l  fo r  n u r t u r i n g  d o me s t i c  

e n t r e p r e ne u r s  a n d  e n t e r p r i s e s  a n d  f a c i l i t a t e  t h e i r  i n t eg r a t i o n  i n t o  

t h e  k e y  v a l u e  c h a i n s  i n  t h e  z o n e  a n d  r e g i o n s .  

                                                            
132 Pol icy on the Development  of  Special  Economic Zones in  South  Afr ica (2012)  21 
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  S u s t a i n a b l e  i n d u s t r i a l  d e v e l o p me n t  r e q u i r e s  t h a t  a p p r o p r i a t e  

me a s u r e s  b e  t a k e n  t o  e n s u r e  t ha t  i n d u s t r i a l i s a t i o n  t a k e s  p l a c e  

w i t h o u t  t h e  d e s t r u c t i o n  o f  t h e  e n v i r o n me n t .  

  M e a s u r e s  s h o u l d  b e  i n  p l a c e  t o  f a c i l i t a t e  o n g o i n g  t e c h n i c a l  

i n n o v a t i o n  a n d  a c c e s s  t o  a p p r o p r i a t e  t e c h n o l o g i e s  f o r  e me r g i n g  

e n t e r p r i se s .  

  O n g o i n g  q u a l i t y  a n d  p r o d u c t i v i t y  i m p r o v e m e n t  p r o g r a m m e s  a r e  

n e c e s s a r y  t o  e n s u r e  t h a t  S EZ  e n t e r p r i s e s  c a n  c o mpe t e  g l o b a l l y .  

3 .9  Conc lus ion  

T h e  I D Z  p r o g r a m me  w a s  a  t o o l  i mp le me n t e d  b y  t h e  n e w  S o u t h  A f r i c a n  

g o v e r n me n t  t o  a d d r e s s  e c o n o mi c  d e v e l o p me n t  c o n s t r a i n t s .  T o  a  l a r g e  

e x t e n t  c r e d i t  mus t  b e  g i v e n  t o  t he  gove rnme n t  f o r  r e a l i s i ng  t he  

s h o r t c o mi n g s  o f  t h i s  p r o g r a m m e .  S u b s e q u e n t l y ,  t h e  a i m o f  t h e  n e w  

d r a f t  S E Z  B i l l  a n d  P o l i c y  i s  t o  a d d r e s s  t h e se  s h o r t c omi n g s .  T h e  S E Z s ,  

i f  i mp l e me n t e d  a n d  ma n a g e d  p r o p e r ly ,  w i l l  n o t  o n l y  h e l p  t o  p r o mo t e  

g r e a t e r  FDI  i n t o  S o u t h  A f r i c a  b u t  w i l l  a l s o  h e l p  c r e a t e  n e w  e mp l o y me n t  

o p p o r t u n i t i e s .  H o w e v e r ,  t h i s  n e w d r a f t  B i l l  i s  un fo r t u n a t e l y  v e r y  

g e n e r i c ,  a n d  a  l o t  m o r e  d e t a i l  i s  r e q u i r e d .   
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C h a p t e r  4  

L e v e r a g i n g  S p e c i a l  E c o n o m i c  Zo n e s  t o  A t t ra c t  F o r e i g n  D i r e c t  

Inves tment  to  South  Afr i ca   

4 . 1  I n t r o d u c t i o n   

F D I  i s  e s s e n t i a l  i f  S o u t h  A f r i c a  i s  t o  i n c r ea s e  i t s  i n t e r n a t i on a l  a n d  

d o me s t i c  c o mp e t i t i v e n e s s .  Ov e r  5 0 %  o f  F D I  i n  S o u t h  A f r i c a  o r i g i n a t e s  

f r o m t h e  E u r o p e a n  U n i o n  ( E U )  a n d  i t s  me mb e r  c o u n t r i e s ,  a  f i g u r e  t h a t  

c a n  b e  l a r g e l y  a t t r i b u t e d  t o  t h e  f r e e  t r a de  a g r e e me n t  b e t w e e n  S o u t h  

A f r i c a  a nd  t h e  E U . 133 H o w e v e r ,  t h e  pe r ce p t i o n  s t i l l  r e ma i n s  t h a t  A f r i ca  

a s  a  w h o l e  i s  n o t  a  s a f e  i n v e s t me n t  d e s t i n a t i o n .  A c c o r d i n g  t o  t h e  

Un i t ed  Na t i ons  Confe r ence  on  T rade  and  Deve lopmen t  (UNCTAD) ,  t he  

f o l l o w i n g  b a s i c  f a c t o r s  i n  A f r i c a  m a k e  t h e  r a t e  o f  i n v e s t me n t  f o r  b o t h  

d o me s t i c  a n d  f o r e i g n  i n v e s t o r s  l e s s  a t t r a c t i ve  t han  o the r  deve lop ing  

coun t r i e s : 134 

  Con t inu ing  c iv i l  con f l i c t s ,  po l i t i c a l  c r i s e s  a n d  n a t u r a l  d i s a s t e r s ,  

e s p e c i a l l y  d r o u g h t  

  S ma l l  d o me s t i c  m a r k e t s  

  L o w e r  e c o n o mi c  g r o w t h  a n d  e v e n  i n  some  coun t r i e s  nega t i ve  

r a t e s  r e l a t i n g  t o  o th e r  deve lop ing  coun t r i e s   

  P o o r  a n d ,  i n  ma n y  c a s e s ,  d e t e r i o r a t i ng  phys i ca l  i n f r a s t ruc tu r e ,  

e s p e c i a l l y  t e l e c o m m u n i c a t i o n s  a n d  t r an spo r t a t i on ,  and  t he  l a ck  o f  

c a p i t a l  t o  i mp r o v e  i t  

  T h e  h i g h  d e b t  o f  A f r i c a n  c o u n t r i e s  ma k e s  i t  a  d a u n t i n g  t a s k  t o  

ma n a g e  

  Slow p rog re s s  i n  a  number  o f  coun t r i e s  i n  i n t r o d u c i n g  ma r k e t  a n d  

p r i v a t e  s e c t o r - o r i e n t e d  e c o n o mi c  r e fo r ms  unde r t aken  w i th in  t he  

f r a me w o r k  o f  s t r u c t u r a l  a d j u s t me n t  p r o g r a m me s  
                                                            
133 Dippenaar  (2001) 66.  
134 Ib id .  
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  L a c k  o r  l o w  l e v e l s  o f  s k i l l s  a n d  g e n e ra l  t ec h n o l o g i c a l  c ap a b i l i t i e s  

a n d  r e l a t i v e l y  h i g h  p r o d u c t i o n  c o s t s   

FDI  i s  sugges t ed  a s  be ing  c ruc i a l  t o  t h e  d e v e l o p m e n t  o f  t h e  S o u t h  

A f r i c a n  e c o n o my  b e c a u s e ,  a t  p r e s e n t ,  Sou th  Af r i c a  i s  t r y ing  t o  

o v e r c o me  s c a r c i t i e s  o f  r e s o u r c e s  s uc h  a s  c a p i t a l ,  e n t r e p r e ne u r s h i p ,  

a c c e s s  t o  f o r e i g n  ma r k e t s ,  e f f i c i e n t  ma n a g e r i a l  t e c h n i q u e s ,  t e c h n o l o g y  

t r a n s f e r  a n d  i n n o v a t i o n  a n d  e mp l o y m e n t  c r e a t i o n .   

F D I  i s  d e f i n e d  a s  b e i n g  a n y  i n v e s tme n t  ma de  t ha t  a cqu i r e s  a  l a s t i ng  

ma n a g e m e n t  i n t e r e s t  ( u s u a l l y  o f  a t  l e a s t  1 0 %  o f  v o t i n g  s t o c k )  a n d  

a c q u i r e s  a t  l e a s t  1 0 %  o f  e q u i t y  s h a r e s  i n  a n  e n t e r p r i s e  o p e r a t i n g  i n  a  

c o u n t r y  o t h e r  t h a n  t h e  h o me  coun t ry  o f  t he  i nves to r . 135 S o u t h  A f r i c a  

d e f i n e s  F D I  a s  a t  l e a s t  1 0 %  o f  t h e  v o t i n g  r i g h t  o r  o w n e r s h i p  o f  2 5 %  o r  

m o r e  o f  t h e  t o t a l  i s s u e d  v o t i n g  s t o c k  o f  t h e  c o mp a n y . 136 T h e  t h r ee  ma i n  

w a y s  o f  a t t r a c t i n g  F D I  a r e  t h r o u g h  t a k e o v e r s ,  me r g e r s  a n d  a c q u i s i t i o ns  

( M & A )  a n d  g r e e n f i e l d s ,  a l t h o u g h  t h i s  p a p e r  w i l l  f o c u s  o n l y  o n  

g r e e n f i e l d s  i n v e s t me n t .    

4 . 2  S o m e  o f  t h e  F a c t or s  t h a t  M a k e  F DI  s u c c e s s f u l  

T h e  ma i n  f a c t o r s  t h a t  i n f l u e n c e  t he  s u c c e s s e s  o f  F D I  i n c l u d e  t he  mo d e  

o f  e n t r y  u s e d ,  t h a t  i s ,  g r e e n f i e l d s ,  M & A  o r  t a k e o v e r ;  t h e  a c t i v i t i e s  

u n d e r t a k e n  b y  t h e  i n v e s t o r  a n d  w h e t h e r  t h e s e  a r e  n e w  o r  e x i s t i n g  

a c t i v i t i e s  i n  t h e  hos t  c o u n t r y ;  t h e  so u r c e  o f  f i n a n c e  t h a t  i s  b e i n g  u s e d  

i . e .  r e i n ve s t e d  e a r n i n g s ,  i n t r a - c o mp a n y  l o a ns  o r  e q u i t y  c a p i t a l  f r o m  

p a r e n t  c o m p a n i e s ;  a n d  whe the r  l oca l  phys i ca l  and  human  r e sou rce s  a r e  

e n g a g e d . 137  

 

                                                            
135 C North “An examinat ion of  the indirect  regulat ion of  foreign direct  investment in  
South  Afr ica” Mandela  Ins t i tu te ,  Univers i ty of  the Witwatersrand (n.d .)  2 .  
136 Ib id.  
137 Ib id .  3.  
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I f  t h e  F D I  i s  u n s uc c e s s f u l  i t  c a n  p o t e n t i a l l y  h i n d e r  t h e  d e v e l o pme n t  o f  

t h e  h o s t  c o u n t r y ’ s  e c o n o my .  S o me  o f  t h e  c o n s e q u e n c e s  ma y  i n c l u d e  t h e  

fo l l o w i n g : 138 

  A n  i mp a c t  o n  d o me s t i c  c o mpe t i t i on  t h r o u gh  t h e  s u p p r e s s i o n  o f  

l o c a l  e n t r e p re n e ur s h i p  a nd  a  fo c u s  o n  f o r e i g n  sk i l l s  a nd  

k n o w l e d g e  i n c l u d i n g  w o r l d w i d e  c o n t r ac t s ,  adve r t i s i ng  sk i l l s ,  and  

a  r ange  o f  e s s en t i a l  suppo r t  s e rv i ce s  t o  d r i ve  ou t  l oca l  

c o mpe t i t o r s  a n d  h i n d e r  t h e  e me r g e n c e  o f  s ma l l  s c a l e  l o c a l  

bus ine s s  

  A n  i mp a c t  o n  t h e  b a l a n c e  o f  p a y me n t s  w h i c h  ma y  o c c u r  i f  t h e  

i n v e s t o r  i mp o r t s  m o r e  t h a n  c a n  b e  e x p o r t e d  r e s u l t i n g  i n  t r a d e  

d e f i c i t s  

  I n s t a b i l i t y  

  P r i c i n g  o f  i n t r a - f i r m  t r a n s ac t i o n s  t ha t  d o e s  n o t  r e f l e c t  t h e  t r u e  

v a l u e  o f  p r o d u c t s  e n t e r i n g  a n d  l e a v i n g  t h e  c o u n t r y  a n d  c a n  c a u s e  

a  d e p l e t i o n  o f  n a t i o n a l  r e s o u r c e s  

  A n  i mp a c t  o n  d e v e l o p me n t  w h i c h  c a n  o c c u r  w h e n  t h e  i n v e s t o r  

p r o mo t e s  t h e  i n t e r e s t s  o f  a  s ma l l  n u mb e r  o f  mo d e r n - s e c t o r  

w o r k e r s  a g a i n s t  t h e  i n t e r e s t s  o f  t h e  r e s t  o f  t h e  p o p u l a t i o n  b y  

w i d e n i n g  w a g e  a n d  d i f f e r e n t i a l s  c o n s e q u e n t l y  c a u s i n g  a n  

i mb a l a n c e  i n  t h e  c o u n t r y .  

4 . 3  F o r e i g n  D i r e c t  I nv e s t m e nt  i n  S o u t h  A f r i c a  

F D I  p l a y s  a n  i m p o r t a n t  r o l e  i n  a n y  c o u n t r y ’ s  d e v e l o p m e n t  a n d  

e s p e c i a l l y  s o  i n  S o u t h  A f r i c a ’ s  d e v e l o p me n t ;  n o w h e r e  w a s  t h i s  mor e  

p r e v a l e n t  t h a n  d u r i n g  t h e  mi n i n g  b o o m o f  t h e  1 9 2 0 s  t o  t h e  1 9 7 0 s .   

Du r ing  t h i s  pe r i od  FDI  con t r i bu t ed  s i g n i f i c a n t l y  t o  t h e  S o u t h  A f r i c a n  

e c o n o my  a l b e i t  a t  t h e  e x p e n s e  o f  b l a c k  r i g h t s .  S o u t h  A f r i c a  c o n t i n u e d  

t o  a t t r a c t  i nves tme n t  du r ing  t he  p r e - s anc t i ons  e r a ,  a l t hough  i nves tme n t  
                                                            
138 Ib id .  4.  
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gradua l l y  s l owed  i n  t he  1980s . 139 F r o m t h e  1 9 8 0 s  t o  t h e  1 9 9 0 s  t h e  

g l o b a l  a n t i - a p a r t h e i d - b a s e d  c o n s u me r  b o y c o t t  w a s  l a r g e l y  i mp o s e d  b y  

t r an sna t i ona l  co rpo ra t i ons  ope ra t i ng  i n  Sou th  Af r i c a  and  had  

s i g n i f i c a n t  i mp l i c a t i o n s  f o r  t h e  e c on o my;  f o r  e x a mp l e ,  B a r c l a y s  B a n k ’ s  

s h a r e  o f  t h e  s t u d e n t  l o a n  ma r k e t ,  d e c l i n e d  f r o m 2 7 %  t o  1 5 %  u n d e r  

p r e s s u r e  f r o m s o c i a l l y  a n d  e t h n i c a l l y  c o n s c i o u s  c l i e n t s . 140 F o l l o w i n g  

t h e n  P r e s i d e n t  P W  B o t h a ’ s  A u g u s t  1 9 8 5  R u b i c o n  s p e e c h ,  a p p r o x i ma t e l y  

3 5 0  c o mp a n i e s  p u l l e d  o u t  o f  S o u t h  A f r i c a . 141  

By  t he  l a t e  1990s  FDI  had  g r adua l l y  ma de  i t s  way  back  i n to  t he  

e c o n o my  a s  s a n c t i o n s  w e r e  s l o w l y  l i f t e d .  F o l l o wi n g  t h e  1 9 9 4  

democ ra t i c  e l e c t i ons  o f  t he  Af r i c an  Na t i ona l  Cong re s s ,  t he  gove rnmen t  

imme d ia t e ly  pu t  i n to  p l ace  i nves t men t - f r i end ly  po l i c i e s ,  r e mo v i n g  a  

n u mbe r  o f  t h e  p r e v i o u s  o b s t a c l e s  i n  p l a c e . 142 D u r i ng  t h i s  pe r i o d ,  

b i l a t e r a l  i n v e s t me n t  t r e a t i e s  (BI T s )  w e r e  i n t r o d u c e d  i n  a n  

u n p r e c e de n t e d  n um b e r .  T h r o u g h  t h e  a p p a r e n t  d e s p e r a t i o n  o f  t he  S o u t h  

A f r i c a n  g o v e r n me n t  t o  ma k e  k n o w n  t ha t  i t  w a s  n o  l o n g e r  a  t u r b u l e n t  

c o u n t r y ,  b u t  r a t h e r  a  s a f e  a n d  v i a b l e  p l a c e  f o r  i n v e s t me n t s ,  S o u t h  

A f r i c a ’ s  a p p r o a c h  t o  i n w a r d  a n d  o u t w a r d  F D I  w a s  n o t  i n f o r me d  b y  a  

h o l i s t i c  p o l i c y  p e r s p e c t i v e  b u t  r a t he r  a  p a t c h w o r k  o f  g e n e r a l  p o l i c y  

c o n s i d e r a t i o n s . 143 

F D I  i n  S o u t h  A f r i c a  d u r i n g  t h e  l a s t  1 0  y e a r s  h a s  b e e n  e x c e p t i o n a l l y  

e r r a t i c .  Be tween  2000  and  2005  t he r e  wa s  a  l a r g e  i n c r e a s e  o f  i n w a r d  

FDI  i n  do l l a r s  o f  677%,  fo l l owe d  by  a  l a rge  dec l i ne  i n  2006  o f  

1 0 7 , 9 3 % ;  f r o m 2 0 0 6  t o  2 0 0 8  t h e r e  wa s  aga in  an  i nc r ea se  o f  1809 ,4%. 144 

W h i l e  t he  mo s t  r e c e n t  s t a t i s t i c s  f o r  2 0 0 9  a n d  2 0 1 0  h a v e  n o t  y e t  b e e n  

r e l e a s e d  i t  i s  p r e d i c t e d  t ha t  2009  ma y  con t i nue  t o  s ee  an  i nc r ea se  bu t  

                                                            
139 Ib id.  7 .  
140 Ib id.  
141 Ib id.  
142 Ib id.  
143 Ib id .  
144 Ib id.  
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t h e r e  w i l l  b e  a  s i g n i f i c a n t  d e c r e a se  i n  2 0 1 0  o w i n g  t o  t h e  d e l a y e d  

i mp a c t  o f  t h e  f i n a nc i a l  c r i s i s . 145 

T o d a y ,  t h e  ma j o r  f o r m o f  i n w a r d  F DI  i n  S o u t h  A f r i c a  i s  t h r o u g h  M & A s ,  

wh ich  ma ke  up  60% o f  t r an sac t i ons ,  w h e r e a s  g r e e n f i e l d  F D I s  h a v e  a n  

e x c e p t i o na l l y  l o w  r a t e . 146 M o s t  F D I  i n f l o w s  i n  S o u t h  A f r i c a  a r e  cap i t a l  

i n t e n s i v e  a n d  a r e  d i r e c t e d  a t  t h e  a l r e a d y  e s t a b l i s h e d  s e c t o r s  s u c h  a s  

s e r v i c e s  a n d  ma n u f a c t u r i n g .  

S o u t h  A f r i c a  i s  s t i l l  r e g a r d e d  a s  a  sound  i nves tme n t  de s t i na t i on  fo r  

F D I ,  a s  i t  h a s  a  r e l a t i v e l y  w e l l - deve loped  bus ine s s  i n f r a s t ruc tu r e  f o r  

m o t o r ,  r a i l  a n d  a i r  t r a nsp o r t  b y  c o mpa r i s o n  w i t h  o t h e r  A f r i c a n  

c o u n t r i e s ,  a s  w e l l  a s  a n  e x t e n s i v e  s ys t e m o f  b r o k e r s ,  f i n a n c i a l  s e r v i c e  

s p e c i a l i s t s  a n d  me r c h a n t  b a n k s . 147 Fu r the rmore ,  i t  i s  a  good  

t r a n s h i p me n t  p o i n t  b e t w e e n  t h e  e me rg i n g  ma r k e t s  o f  C e n t r a l  a n d  S o u t h  

A me r i c a  a n d  t h e  n e w l y  i n d u s t r i a l i s e d  n a t i o n s  o f  S o u t h  a n d  F a r  E a s t  

A s i a .  A d d e d  t o  t h i s  i s  S ou t h  A f r i c a ’ s  a c c e s s i b i l i t y  t o  t h e  S ou t h e r n  

A f r i c a n  D e v e l o p me n t  C o m m u n i t y  ( SADC) ,  wh ich  cons i s t s  o f  15  

c o u n t r i e s  c o n t a i n i n g  a  t o t a l  p o p u la t i on  o f  ove r  180  mi l l i on . 148 F i na l l y ,  

S o u t h  A f r i c a  h a s  o n e  o f  t h e  mo s t  d e v e l o p e d  s e c t o r s  f o r  s p e c i a l i s e d  

ma n u f a c t u r i n g  a r e a s  s u c h  a s  g o l d ,  coa l  and  mi ne ra l  p roce s s ing ,  and  

a r e a s  s uc h  a s  t o u r i s m,  a g r i c u l t u r e  a n d  l i v e s t oc k  d e v e l o p me n t ,  

c o n s t r u c t i o n ,  a n d  t h e  s e r v i c e  i ndus t ry  have  s een  s i gn i f i c an t  

d e v e l o p m e n t  o v e r  t h e  l a s t  1 0  y e a r s . 149 

4 .4  Ro le  o f  Hos t  Country  in  Re la t i o n  t o  F o r e i g n  D i r e c t  I n v e s t m e n t  

Since  t he  beg inn ing  o f  2000  t he  wor ld  ha s  s een  changes  i n  

ma c r o e c o n o mi c  s t a b i l i s a t i o n ,  e c on o mi c  d e r e g u l a t i o n ,  l a r g e - s c a l e  

p r i va t i s a t i on  p rog rammes  and  t he  l i be r a l i s a t i on  o f  r egu l a t i ons  app ly ing  

t o  p r i v a t e  i n v e s t me n t  a n d  r e g i o n a l  i n t e g r a t i o n ,  w h i c h  h a v e  l a r g e l y  

con t r i bu t ed  t o  a  chang ing  bus ine s s  e n v i r o n me n t  t h a t  p r o v i d e s  
                                                            
145 Ib id .  8.  
146 Ib id.  
147 Ib id.  9 .  
148 Ib id.  
149 Ib id .  
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i n c e n t i v e s  f o r  i n v e s t me n t  d e c i s i o n s . 150 Fo re ign  i nves tme n t  i s  no rma l ly  a  

g o o d  i n d i c a t o r  o f  p o t e n t i a l  i n v e s t o r s ’  p e r c e p t i o n s  a b o u t  t h e  h o s t  

c o u n t r y ’ s  e c o n o m y  a n d  i n v e s t me n t  e n v i r o n me n t ,  w h i c h  i s  l a r g e l y  

a t t r i b u t e d  t o  t h e  c o u n t r y ’ s  p o l i t i ca l ,  e conomic  and  l ega l  env i ronmen t . 151  

A  s t u d y  c o n d u c t e d  o n  t h e  I D Z  i n  K e r a l a ,  I n d i a ,  i d e n t i f i e d  f a c t o r s  t h a t  

wou ld  enhance  i t s  pos i t i on  a s  an  i nv e s t me n t  a r e a  f o r  i n v e s t o r s .  T h e s e  

f a c t o r s  i nc l u d e : 152  

  M a x i mi s a t i o n  o f  p r i v a t e  i n v e s t me n t  

  E l i mi n a t i o n  o f  r e s t r i c t i ve  l abou r  p r ac t i c e s  

  S p e c i a l  l e g a l  d i s pe n s a t i o n s  e n a b l i n g  l i b e r a l i s e d  e n v i r on me n t  

  R e d u c t i o n s  i n  g o v e r n me n t  i n v o l v eme n t  i n  c o mme r c i a l  a c t i v i t i e s  

  E n c o u r a g e me n t  o f  p r i v a t e  p a r t i c i p a t i o n   

4 . 5  S p e c i a l  Ec o n o m i c  Zo n e s  an d  F o r e i gn  D i r e c t  I n v e s t m e n t  

A c c o r d i n g  t o  t h e  Wo r l d  E c o n o m i c  P roces s ing  Zones  Assoc i a t i on  

(WEPZA) ,  SEZs  have  been  t he  s t a r  p e r f o r me r  i n  a t t r a c t i n g  i n v e s t me n t  

and  t e chno logy  t o  deve lop ing  coun t r i e s  d u r i n g  t h e  p a s t  5 0  y e a r s . 153 

H o w e v e r ,  t h e r e  a r e  a  n u mb e r  o f  o b s t a c l e s  t o  a t t r a c t i n g  F D I  e s pe c i a l l y  

i n  t h e  S o u t h e r n  A f r i c a n  r e g i o n : 154 

  T a x  s y s t e ms  i n  S o u t h e r n  A f r i c a  a r e  c o mpl e x  a n d  i n c r e a se  t he  

bu rden  o f  f u l l  comp l i ance .  

  R e d  t a p e  a n d  b u r e a u c r a t i c  c o r r u p t i o n  –  a  l a r g e  n u mbe r  o f  

a p p r o v a l s  a r e  r e q u i r e d  t o  p r o c e e d  wi t h  F D I  i n  S o u t h e r n  A f r i c a n  

c o u n t r i e s .  T h e  p r o c e s s  r e q u i r e s  e x t e n s i v e  d o c u me n t a t i o n ,  f e e s ,  

                                                            
150 GM Rich The Development o f  a  S trategic  Management  Model for  Industr ia l  
Development  Zones to  At tract  Greenf ield Foreign Direct  Investment  (2003) 17.  
151 Ib id .  19.  
152 Ib id.  
153 Ib id .  29.  
154 Ibdi .  40.  
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r e g u l a t o r y  a n d  a d mi n i s t r a t i v e  r eq u i r e me n t s  a n d  r e g i s t r a t i o n  

p r o c e d u r e s .   

  C a p i t a l  ma r k e t  i n f r a s t r u c t u r e  –  l a c k  o f  mo d e r n i s a t i o n  i n  c a p i t a l  

ma r k e t  i n f r a s t r u c t u r e  t e n ds  t o  be  a  d e t e r r e n t  fo r  i n v e s t o r s  

w a n t i n g  t o  i n v e s t  i n  S o u t h e r n  A f r i c a .  I t  w o u l d  s e e m t h a t  t h e r e  i s  

a  l ac k  o f  c o n f i d e n c e  i n  l o c a l  f i n an c i a l  i n s t i t u t i o n s  h a v i n g  t h e  

c a p a c i t y  t o  ma n a g e  t h e  r i s k s  a s s o c i a t e d  w i t h  l a r g e  c a p i t a l  

i n f l o w s .  F o r e i g n  i n v e s t o r s  a r e  o f  t he  o p i n i on  t h a t  t r a n s a c t i o ns  

t h r o u g h  f i n a n c i a l  i n s t i t u t i o ns  i n  So u t h e r n  A f r i c a  a r e  i n e f f i c i e n t .  

  P h y s i c a l  i n f r a s t r uc t u r e  –  p r i ma r y  i n f r a s t r u c t u r e  i s  b a s e d  o n  t h e  

o p e r a t i o n a l  n e e d s  o f  p r o s p e c t i v e  i nv e s t o r s  a n d  i n c l u d e s  a s p e c t s  o f  

c o m m u n i c a t i o ns ,  t r a n s p or t ,  e l e c t r i c i t y  a n d  ex i s t i n g  co m me r c i a l  

o p e r a t i o n s .  Y e a r s  o f  i s o l a t i o n ,  c iv i l  w a r  a n d  p o l i t i c a l  u n r e s t  h a v e  

r e s u l t e d  i n  S o u t h e r n  A f r i c a  b e ing  s een  a s  an  unde rdeve loped  

r e g i o n  i n  t e r ms  o f  p h y s i c a l  i n f r a s t r u c t u r e .   

  S k i l l e d  l a b o u r  –  o n e  mo t i v a t i o n  f o r  F D I  i s  t o  l o w e r  p r o d u c t i on  

c o s t s  t h r o u g h  t h e  u t i l i s a t i on  o f  l ow-cos t  f a c to r s  o f  p roduc t i on  i n  

t h e  h o s t  c o u n t r y .  H o w e v e r ,  i t  i s  a c c e p t e d  t h a t  m o r e  c o m p a n i e s  a r e  

sh i f t i ng  t he i r  soph i s t i c a t ed  p roduc t i o n  l i n e s  t o  e me r g i n g  ma r k e t s  

w h e r e  t he  c o s t  a n d  a v a i l a b i l i t y  o f  s k i l l e d  l a b o u r  i s  b e c o mi n g  

m o r e  i mp o r t a n t  t h an  t h e  c o s t  o f  l a b ou r  i n  g e ne r a l .  Wh i l e  t h e  c os t  

o f  gene ra l  l abou r  i n  Sou the rn  Af r i c a  i s  l o w ,  t h e  a v a i l a b i l i t y ,  

qua l i t y  and  a t t i t ude  o f  sk i l l ed  l abou r  a r e  poo r .   

  P o l i t i c a l  a n d  ma c r o e c o n o mi c  p o l i c y  s t a b i l i t y  –  i n f l a t i o n  r a t e s  a n d  

t h e  n o mi na l  i n t e r e s t  r a t e s  a r e  i mp o r t a n t  f a c t o r s  w h e n  c o mpa n i e s  

l ook  t o  Sou the rn  Af r i c a  f o r  i n v e s t me n t .  T h e  f a c t  t h a t  S o u t h e r n  

A f r i c a  h a s  a n  u n s t a b l e  ma c r o e c o n o mi c  e n v i r o n me n t  ma k e s  i t  

d i f f i c u l t  f o r  i n v e s t o r s  t o  ma k e  me d i u m-  t o  l o n g - t e r m p l a n s .  T h i s  

i s  e x a c e r b a t e d  b y  a n  u n s t a b l e  p o l i t i c a l  e n v i r on me n t  s u c h  a s  t h a t  

e x p e r i e n c e d  i n  S w a z i l a n d  a n d  Z i mb a b w e .  
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  I ma g e  a n d  r e p u t a t i o n  –  i n t e r n a t i o n a l  p o l i t i c s  d i c t a t e s  t h a t  o n c e  a  

r e g i o n  i s  f o r me d  ( e . g .  S o u t h e r n  Af r i ca ) ,  t he  cha rac t e r i s t i c s  and  

pa s t  pe r fo rma nce  o f  a l l  t he  coun t r i e s  i n  t h a t  r e g i o n  a r e  a s s o c i a t e d  

w i t h  e a c h  o t h e r .  A s  a  r e s u l t ,  a l l  t h e  c o u n t r i e s  i n  S o u t h e r n  A f r i c a  

en joy  a  b l anke t  r epu t a t i on  and  image  o f  be ing  wa r  t o rn ,  co r rup t  

and  uns t ab l e .  

4 .6  The  South  Afr i can  Approach  to  Fore ign  D irec t  Inves tment  

T h e  p r e v i o u s  S o u t h  A f r i c a n  P r e s i d e n t ,  T h a b o  M b e k i ,  s t a t e d  t h a t  S o u t h  

A f r i c a  h a s  a  s o ph i s t i c a t e d  b u s i n e s s  e n v i r o nme n t  t h a t  o f f e r s  f o r e i g n  

i n v e s t o r s  a  p o w e r f u l  s t r a t e g i c  e x p o r t  a n d  ma n u f a c t u r i n g  p l a t f o r m  f o r  

a c h i e v i n g  g l o b a l  c o mpe t i t i v e  a d v a n t a g e ,  c os t  r e d u c t i o n s  a n d  n e w  

ma r k e t  a c c e s s . 155  

T o  r e a f f i r m t h e  p r i n c i p l e  o f  p a r tn e r s h i p  a n d  s h a r e d  r e s p o n s i b i l i t y  

b e t w e e n  A f r i c a  an d  t h e  i n t e r n a t i on a l  c o mmu n i t y  i n  t h e  i nd u s t r i a l  

d e v e l o p m e n t  o f  t h e  c o n t i n e n t ,  S o u t h  A f r i c a  h a s  r e c o g n i s e d  t h e  f a c t  t h a t  

i n d u s t r i a l  d e v e l o p me n t  i s  t h e  k e y  e l e me n t  i n  s u s t a i n a b l e  e c o n o mi c  

g r o w t h . 156 H a v i n g  t h e  mo s t  a d v a n c e d  e conomy  on  t he  Af r i c an  con t i nen t ,  

t h e  c o u n t r y  s e e k s  t o  i n c r e a s e  a c c e s s  t o  f i r s t - w o r l d  ma r k e t s ,  i m p l e me n t  

s u c c e s s f u l  ma c r o e c o n o mi c  p o l i c i e s  a n d  b e c o me  a  l e a d e r  a n d  

c o mpe t i t i v e  p r o d u c e r  o f  h i g h - v a l u e  go o d s  a mo n g  e me r g i n g  ma r k e t s . 157 

S o u t h  A f r i c a  i s  s t r a t e g i c a l l y  l o c a t e d  i n  t e r ms  o f  r e g i o n a l  a n d  w o r l d  

ma r k e t s .  O n  a  r e g i o n a l  l e ve l ,  i t  p r ov i d e s  a c c e s s  t o  c ou n t r i e s  o f  t h e  

S o u t h e r n  A f r i c a n  C u s t o ms  U n i o n  ( SA C U )  a n d  t h e  S o u t h e r n  A f r i c a n  

D e v e l o p me n t  C o m m u n i t y  ( S A D C ) ;  w h i l e  o n  a n  i n t e r n a t i o na l  l e v e l ,  

S o u t h  A f r i c a  s e r ve s  a s  a  t r a n s - s h i pme n t  p o i n t  b e t w e e n  t h e  e me r g i n g  

ma r k e t s  o f  C e n t r a l  a n d  S o u t h  A me r i ca ,  t h e  d e v e l o p e d  ma r k e t s  o f  N o r t h  

                                                            
155 Ib id .  64.  
156 Ib id.  
157 Ib id.  
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A me r i c a ,  E u r o p e  a n d  t h e  F a r  E a s t ,  and  newly  i ndus t r i a l i s ed  na t i ons  o f  

S o u t h  a n d  E a s t  A s i a . 158  

Wha t  ma kes  Sou th  Af r i c a  an  i dea l  l o c a t i o n  fo r  F D I  i s  i t s  ph y s i c a l  

i n f r a s t r uc t u r e .  R a i l ,  r o a d  a nd  t r a ns p o r t a t i o n  s e r v i c e s ,  a d v a n c e d  p o s t a l  

a n d  t e l e co m mu n i c a t i o n  f a c i l i t i e s ,  a  w e l l - d e ve l o p e d  e l ec t r i c i t y  ne t w o r k  

a n d  a  w a t e r  s t o r a g e  a n d  d i s t r i b u t i o n  s y s t e m m a k e  S o u t h  A f r i c a  o n e  o f  

t h e  mos t  a d v a n c e d  i n d u s t r i a l  co u n t r i e s  o n  t h e  A f r i c a n  c o n t i n e n t . 159  

A c c o r d i n g  t o  t h e  I n t e r na t i ona l  T rade  Group ,  Sou th  Af r i ca  i s  s een  a s  an  

a t t r a c t i v e  d e s t i na t i o n  f o r  F D I  f o r  t h e  f o l l o w i n g  r e a s o n s : 160 

  A  w e l l - d i v e r s i f i e d  e c o n o my  

  T h e  mo s t  a d v a n c e d ,  b r o a d - b a s ed  a n d  p r o d u c t i v e  e c o n o my  o n  t h e  

A f r i c a n  c o n t i n e n t ;  

  A we l l -deve loped  mode rn  i n f r a s t ruc tu r e  

  A s tock  exchange  t ha t  r anks  among  t he  t op  10  t o  15  i n  t he  wor ld  

  Sou th  Af r i c a  i s  t he  ga t eway  i n t o  t he  r e s t  o f  A f r i c a  

  F o r e i g n  i n v e s t o r s  a r e  p e r mi t t e d  1 0 0%  o w n e r sh i p  o f  b us i n e s s es  i n  

Sou th  Af r i c a  

  Above -ave rage  acce s s  t o  na t i ona l  and  i n t e rna t i ona l  ma rke t s  

  C o mpe t i t i v e  c o s t  s t r u c t u r e  i n  t e rms  o f  l abou r  and  cos t  o f  l i v ing  

  A  s t a b l e  g o v e r n me n t  c o m mi t t e d  t o  p o l i t i c a l  h a r mo n y  a n d  f i s c a l  

r e s p o n s i b i l i t y  

  A t t r a c t i ve  w e a t h e r  and  geog raphy  

4 .7   S ta tus  o f  Indus tr ia l  Deve lo p m e n t  Zo n e s  i n  S o u t h  A f r i c a  

                                                            
158 Ib id .  65.  
159 Ib id .  66.  
160 Ib id.  
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F o u r  I D Z s  h a v e  b e e n  d e s i g n a t e d  t o  da t e ,  bu t  on ly  t h r ee  o f  t he se  a r e  

c u r r e n t l y  o p e r a t i o n a l .  A l l  t h r e e  I DZ s  a r e  l o c a t e d  a l o n g  t h e  e a s t e r n  

c o a s t a l  b e l t ;  w h i l e  O R  T a m b o  I n t e r na t i o n a l  A i r p o r t  i s  t h e  o n l y  i n l a n d  

I D Z ,  i t  i s  n o t  y e t  o p e r a t i o n a l .  T h e  f o u r  o p e r a t o r s  t h a t  w e r e  i s s ue d  w i t h  

I D Z  o p e r a t o r  p e r mi t s  b y  t h e  D T I  a r e  a s  f o l l o w s :  E a s t  L o n d o n  I D Z  

C o mpa n y  ( 2 0 0 7 ) ,  C o e g a  D e v e l o p me n t  Co rpo ra t i on  (2007 ) ,  R i cha rds  

B a y  I D Z  C o mpa n y  ( 2 0 0 9 )  a n d  O R  T a mbo  I D Z  ( 2 0 1 0 ) . 161 F r o m 2 0 0 2  t o  

2 0 1 0 ,  a  t o t a l  o f  4 0  i n v e s t o r s  w e r e  a t t r a c te d  t o  t h e  I D Z s ,  w i t h  mo r e  t h a n  

1 1 , 8  b i l l i o n  i n v e s t me n t s  g e n e r a t e d  a n d  mo r e  t h a n  3 3  0 0 0  j o b s  

c r e a t e d . 162  

T h e  a c t i v e  I n d u s t r i a l  D e v e l o p me n t  Zo n e s  t h a t  h a v e  b e e n  d e s i g n a t e d  

t h u s  f a r  c a n  b e  s u m m a r i s e d  a s  f o l l o w s :  

4 . 7 . 1  C o e g a  I n d u s t r i a l  D e v e l o p m e n t  Zo n e  

T h e  C o e g a  I D Z  w a s  d e s i g n a t e d  i n  2001  and  cove r s  a  l and  a r ea  o f  

11  500  ha .  I t  i s  who l ly  owned  by  t he  Eas t e rn  Cape  p rov ince  t h rough  t he  

E a s t e r n  C a p e  D e v e l o p me n t  C o r p o r a t i o n  a n d  i s  o p e r a t e d  b y  t h e  C o e g a  

D e v e l o p me n t  C o r p o r a t i o n  ( P t y )  L t d . 163 B y  t h e  e n d  o f  t h e  2 0 1 0 / 1 1  

f i n a n c i a l  y e a r ,  t he  I D Z  h a d  r e c e i v ed  a  t o t a l  a mo u n t  o f  R 3 , 6  b i l l i o n  

f r o m t h e  D T I  a n d  R 1 , 1  b i l l i o n  f rom the  p rov inc i a l  gove rnme n t . 164 Coega  

IDZ  has  12  on - s i t e  i nves to r s  and  ha s  c r ea t ed  27  412  d i r ec t  j obs ,  t he  

ma j o r i t y  o f  w h i c h  a r e  i n  c on s t r u c t i on . 165 

4 . 7 . 2   E a s t  L o n d o n  I n d u s t r i a l  De v e l o p m e n t  Zo n e  

T h e  E a s t  L o n d o n  I D Z  w a s  d e s i g n a t e d  i n  2 0 0 2  a n d  c o v e r s  a  l a n d  a r e a  o f  

420  ha .  I t  i s  ope ra t ed  by  Eas t  London  IDZ  (P ty )  L td ,  wh ich  i s  co -owned  

by  t he  Ea s t e rn  Cape  P rov ince  (76% s h a r e h o l d i n g )  t h r o u g h  t h e  E a s t e r n  

C a p e  D e v e l o p me n t  C o r p o r a t i o n  a n d  t h e  B u f fa l o  C i t y  M u n i c i p a l i t y  

                                                            
161 Pol icy on the Development  of  Special  Economic Zones in  South  Afr ica (2012)  3.  
162 Ib id .  
163 Ib id.  5 .  
164 Ib id.  
165 Ib id.  
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( 2 4 % ) . 166 U p  t o  t h e  e n d  o f  t h e  2 0 1 0 / 1 1  f i n a n c i a l  y e a r ,  t h e  E a s t  Lo n d o n  

I D Z  h a d  r e c e i v e d  a  t o t a l  o f  R 1 , 1  b i l l i on  f rom the  DTI  and  R1 ,12  b i l l i on  

f r o m t h e  E a s t e r n  C a p e  P r o v i n c e . 167 T h e  a c h i e v e me n t s  o f  t h e  E a s t  

London  IDZ  inc lude  23  on - s i t e  i nves to r s  w i t h  i n v e s t me n t s  e s t i ma t e d  a t  

R 1 , 5  b i l l i o n  a n d  a n  e s t i ma t e d  t o t a l  o f  5  5 2 4  d i r e c t  j o b s  ( i n c l u d i n g  

c o n s t r u c t i o n  j o b s )  c r e a t e d . 168 T h e  a u t o mo t i v e  s e c t o r  i s  t h e  mo s t  

deve loped  i n  t he  IDZ  and  cons t i t u t e s  a b o u t  9 0 %  o f  a l l  e c o n o mi c  

a c t i v i t i e s . 169  

4 . 7 . 3   R i c h a r d s  B a y  I n d u s t r i a l  De v e l o p m e n t  Zo n e  

T h e  R i c h a r d s  B a y  I D Z  w a s  d e s i g n a t e d  i n  2 0 0 2  a n d  c o v e r s  a  l a n d  a r e a  o f  

350  ha .  I t  i s  ope ra t ed  by  t he  R icha rds  Bay  IDZ  (P ty )  L td 170 a n d  i s  c o -

owned  by  t he  uMhla thuze  D i s t r i c t  M u n i c i p a l i t y  ( 4 0 % )  a n d  t h e  

K w a Z u l u - N a t a l  G o v e r n me n t  ( 6 0 % )  t h r o u g h  I t h a l a  D e v e l o p me n t  F i n a n c e  

Corpo ra t i on . 171 By  t he  end  o f  t he  2010 /11  f i nanc i a l  yea r ,  t he  R i cha rds  

B a y  I D Z  h a d  r e c e i v e d  a  t o t a l  o f  R 8 8 , 4  mi l l i on  f r o m t h e  D T I  a n d  R 2 0 5 , 7  

mi l l i o n  f r o m t h e  p r o v i n c e . 172 P r i o r i t i s ed  i ndus t r i a l  s ec to r s  i n  t he  IDZ  

i n c l u d e  a l u mi n i u m ,  fu r n i t u re ,  t i t a n i um ,  d r y  d o c k  ( s h i p  r e p a i r ) ,  a n d  t h e  

syn the t i c  wood  c lu s t e r ,  wh ich  cu r r en t l y  spo r t s  one  i nves to r  on  s i t e  w i th  

a n  i n v e s tme n t  v a l u e  o f  R 6 5 0  mi l l i o n . 173  

4 . 8  I n c e n t i v e s  a s  a  m e a n s  o f  a t t r a c t i n g  f o r e i g n  d i r e c t  i n v e s t m e nt  

I n  S E Z s ,  I n c e n t i ve s  a r e  o f f e r e d  t o  ma k e  u p  f o r  t h e  h o s t  e c on o my’ s  

i n h e r e n t  i n e f f i c i e n c i e s ,  b e  t h e y  a  p ro t e c t e d  d ome s t i c  m a r k e t ,  r e gu l a t o r y  

b a r r i e r s  o r  p o o r  i n f r a s t r u c t u r e . 174 An  SEZ  i n  a n  e c ono my  wi t h  h i gh  

i n h e r e n t  i n e f f i c i e n c i e s  ma y  a l l o w  i t  t o  a t t r a c t  i n v e s t o r s  w h i l e  

ma i n t a i n i n g  s o me  o f  t h e s e  i n e f f i c i e n c i e s  b y  p r o v i d i n g  i n c e n t i v e s  

                                                            
166 Ib id.  
167 Ib id.  6 .  
168 Ib id.  
169 Ib id 
170 Ib id.  
171 Ib id 
172 Ib id.  
173 Ib id.  
174 Engman et  a l  (2007)  17.  
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c o mp e n s a t i n g  fo r  t h e  l o w e r  r e t u r ns  a n  i n v e s t o r  ma y  e x p e c t  c o m p a r e d  t o  

o t h e r  l o c a t i o n s . 175 T h e s e  i n cen t i v e s  a r e  u s u a l l y  t i me  l i m i t e d  o r  t i e d  t o  

s p e c i f i c  c r i t e r i a ,  w h i l e  o t he r s  a r e  i n t e n d e d  t o  c r ea t e  a  mor e  b u s i n e s s -

f r i e n d l y  e n v i r o n me n t . 176 

T h e  p u r p o s e  o f  S E Z s  i s  t o  p r o v i de  g l oba l  c o r po r a t i o n s  w i t h  a n  

i n c e n t i v e  t o  i n v e s t  i n  t h e  d e v e l o p me n t  a n d  i n f r a s t r u c t u r e  o f  a  f o r e i g n  

c o u n t r y  t h r o u g h  t h e  u s e  o f  a  t a x - f r i e n d l y  e n v i r o n me n t . 177 Tax  ho l i days ,  

r e d u c e d  t a x  r a t e s  a n d  d u t y - f r e e  i m p o r t s  a r e  s o me  o f  t h e  b e n e f i t s  

i nves to r s  l ook  fo r  i n  an  SEZ .  Thes e  i n c e n t i v e s  ma y  b e  p e r ma n e n t  w h i l e  

o t h e r  b e ne f i t s  a r e  r e d u c e d  ove r  t i me .  N o t  a l l  i nc e n t i ve s  a r e  f i n a nc i a l  i n  

n a t u r e ;  p r o c e d u r a l  b e n e f i t s  l i ke  qu i cke r  cu s toms  p roces s ing  and  

r e d u c e d  r e g u l a t o r y  r e q u i r e me n t s  o n  l a b o u r  a n d  e n v i r o n me n t a l  p o l i c i e s  

a l so  l u r e  co rpo ra t i ons  t o  SEZs .  

W h e n  a  c o r p o r a t i o n  c h o o s e s  t o  l oc a t e  i n  a  S E Z  l o c a t i o n ,  t h e  h o s t  

c o u n t r y  g o v e r n me n t  b e n e f i t s .  A c c o rd ing ly ,  a  hos t  coun t ry  ea rn s  

i n c o me - t a x  r e v e nu e ,  i mp o r t  d u t i e s  and  cha rges  on  zone  ou tpu t  l eve l s  

f r o m t h e  c o r p o r a t e  e a r n i n g s  w i t h i n  t he  c o u n t r y ,  t o  t h e  e x t e n t  t h a t  t h e s e  

b e n e f i t s  a r e  n o t  c o mp l e t e l y  a b a t e d .  T h e  o p e r a t o r ,  w he t h e r  i t  i s  t h e  

g o v e r n me n t  o r  a  p r i v a t e  e n t i t y  o r  b o t h ,  a l so  e a r n s  f e e s  o n  l a n d  a n d  

f a c i l i t y  l e a s e s  w i t h i n  t h e  zo n e .  T hen ,  o f  cou r se ,  t he r e  i s  t he  added  

b e n e f i t  o f  i mp r o v e d  i n f r a s t r u c t u r e  an d  q u a l i t y  o f  l i f e  t h a t  r e su l t  f r o m  

s u c c e s s f u l  S E Z  i m p l e me n t a t i o n  t o  t h e  e c o n o my  o f  t h e  s u r r o u n d i n g  

r e g i o n . 178 

Z o n e  d e v e l o p me n t  a l s o  e n t a i l s  a  w id e  r a n g e  o f  f i n a n c i a l  a n d  e c o n o mi c  

cos t s ,  i nc lud ing  s a l a r i e s  o f  gove rnme n t  w o r k e r s  i n  t h e  z o n e  a u t h o r i t y  

a n d  o t h e r  o p e r a t i n g  e x p e n s e s ,  i n f r a s t r u c t u r e  d e v e l o p me n t  o u t l a y s ,  

i mp o r t  d u t i e s  a n d  c h a r g e s  l o s t  f r o m  l e a k a g e s  o f  d u t y - f r e e  g o o d s ,  a n d  

                                                            
175 Ib id.  
176 Ib id .  
177 Ib id.  
178 The growth of  Shenzhen from a s leepy f ishing vi l lage to  an economic powerhouse has 
provided i ts  c i t izens with more opportuni t ies  for  employment and bet ter  access  to  services  
than the f ishing vi l lage was able  to  provide before the establ ishment  of  the SEZ. 
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t axe s  fo r egone  f rom f i rms  r e loca t i ng  f rom the  dome s t i c  cu s toms  

t e r r i t o r y  t o  t h e  z o n e . 179 I t  i s  i mp o r t a n t  t o  no t e ,  h o we v e r ,  t h a t  t he  

g o v e r n me n t  c o s t s  a s s o c i a t e d  w i t h  zo n e  d e v e l o p me n t  a r e  t h o s e  t h a t  a r e  

i n c r e me n t a l  a n d  n o t  r e c o v e r e d  t h r o u g h  s e r v i c e  c h a r g e s  a n d  

a s s e s s me n t s . 180 The  h igh  cos t  o f  i n f r a s t ruc tu r e  d e v e l o p m e n t  i s  a b s o r b e d  

b y  a  h o s t  g o v e r n me n t  d e s p e r a t e  t o  a t t r a c t  f o r e i g n  i n v e s t me n t .  T h e  

g o v e r n me n t  mi g h t  s u b s i d i s e  t h e  c o s t  o f  d e v e l o p me n t  i n  o r d e r  t o  l u r e  a  

d e v e l o p e r  i n t o  t h e  r e g i o n .  Th e r e f o r e ,  b e f o r e  a  h o s t  c o u n t r y  a p p r o v e s  a n  

S E Z  d e v e l o p me n t ,  i t  mu s t  w e i g h  u p  t h e  b e n e f i t s  t h a t  a  S E Z  mi g h t  b r i n g  

t o  t h e  c o u n t r y  i n  t r a d e  r e v e n u e s  a g a i n s t  t h e  t o t a l  c o s t  o f  S E Z  

i mp l e me n t a t i o n ,  i n c l u d i n g  t h e  c o s t  o f  cons t ruc t i on  and  l ong - t e rm 

ope ra t i on .  

4 . 9  A t t r a c t i n g  F o r e i gn  D i r e c t  I nv e s t m e n t  f o r  S ou t h  A f r i c a  

S o u t h  A f r i c a ’ s  b r o a d  e c o n o mi c  p o l i c y  i n c l u d e s  s c h e me s  d e s i g n e d  t o  

e n c o u r a ge  a n d  p r o mo t e  i n t e r n a t i o n a l  c o mpe t i t i v e n es s  i n  t h e  c ou n t r y ’ s  

ma n u f a c t u r i n g  s e c t o r .  F u r t h e r mo r e ,  t h i s  i s  s e t  o u t  i n  gove rnme n t ’ s  

E c o n o mi c  P r o g r a mme  o f  A c t i o n ,  w h e r e b y  I D Zs  a r e  c i t e d  a s  a  me a n s  b y  

w h i c h  t he  c o u n t r y  w i l l  a t t a i n  i n c r e a se d  l e v e l s  o f  F D I  i n  t h e  f i r s t  

e c o n o my . 181 T h i s  w i l l  b e  a c h i e v e d  p r i ma r i l y  t h r o u g h  t he  g r a n t i ng  o f  

i n c e n t i v es  t o  a t t r ac t  fo r e i gn  a n d  l oc a l  i n v e s t me n t  w i t h i n  t h e se  z o n e s ,  

t h e r e b y  b o o s t i n g  t h e  c o u n t r y ’ s  e c o n o mi c  a t t r a c t i v e n e s s . 182 

T h e  O r g a n i s a t i o n  f o r  E c o n o mi c  C o - o p e r a t i o n  a n d  D e v e l o p me n t  h a s  

i d e n t i f i e d  t h e  fo l l ow i n g  t o o l s  fo r  a t t r a c t i n g  i n v e s t me n t  t o  a  c o u n t r y : 183 

i .  Enhanced  phys i ca l  i n f r a s t ruc tu r e  

i i .  S t r e a ml i n e d  a d mi n i s t r a t i v e  se r v i c e s  

i i i .  F i s c a l  i n ce n t i v es  

                                                            
179 FIAS (2008) 32.  
180 Ib id.  
181 SARS Websi te  Avai lable  at :  h t tp : / /www.sars .gov.za/home.asp?pid=44747.  Accessed 
Apri l  2012.  
182 Ib id .  
183 Engman et  a l  (2007)  17.  
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i v .  R e l a x e d  l e g a l  a n d  r e g u l a t o r y  r e q u i r e me n t s  

v .  E x p o r t  p r o mo t i o n  s e r v i c e s  

A l t h o u g h  t h e  i n c e n t i v e s  cu r r en t l y  o f f e r ed  by  So u t h  A f r i c a  i n c o r p o r a t e  

s o me  o f  t h e  p o s s ib i l i t i e s  l i s t e d  a b o ve ,  Sou th  Af r i c a  ha s  o the r  op t i ons  

ava i l ab l e  t ha t  c an  be  o f f e r e d  s p e c i f i c a l l y  t o  I D Z s . 184 Sou th  Af r i ca  does  

n o t ,  h o w e v e r ,  h a v e  i n c e n t i v e s  t h a t  c o v e r  t h e  f o l l o w i n g  o p t i o n s : 185 

i .  R e g u l a t o r y  i n c e n t i v e s  o f f e r i n g  inves to r s  de roga t i on  f rom l abou r  

r u l e s  a n d  r e g u l a t i o n s  t o  e a s e  r e q u i r e me n t s  r e l a t e d  t o  t h e  l a b o u r  

ma r k e t ,  a s  S o u t h  A f r i c a n  l a b o u r  l aw s  a r e  g e n e r a l l y  s e e n  a s  v e r y  

r e s t r i c t i ve .   

i i .  F i n a n c i a l  i n c e n t i ve s  fo r  r e l o c a t i o n  a n d  e xp a t r i a t i o n  a n d  fo r  

ma k i n g  r e a l  e s t a t e  mor e  a t t r a c t i v e .  

i i i .  I n c e n t i v e s  f o r  c a p i t a l  f o r ma t i o n  w h e r e  p r o f i t s  a r e  r e i n ve s t e d .  

 

4 .10  Conc lus ion  

Economic  p rog re s s  i s  v i t a l  f o r  Sou t h  Af r i ca  i f  t he  coun t ry  ha s  any  

i n t en t i on  o f  bene f i t t i ng  f rom g loba l i s a t i o n  a n d  l i b e r a l i s a t i o n  o f  t r a d e .  

T h i s  c a n  b e  a c h i e ve d  t h r o u gh  t h e  i n f low  o f  FDI  i n to  Sou th  Af r i ca .  One  

s p e c i f i c  t o o l  a i me d  a t  g e ne r a t i n g  t h i s  i n f l ow  i s  t h e  e s t a b l i sh me n t  o f  

S E Z s .  A s  i n v e s t o r s  a r e  o n l y  i n t e r e s t e d  i n  a  c o u n t r y ’ s  r e s o u r c e s  o r  t o  b e  

c l o s e  t o  t h e  ma r k e t s  i t  i n t e n d s  t o  a cce s s ,  t he  p rov i s i on  o f  a t t r a c t i ve  

i n c e n t i v e s  c o u l d  b e  t h e  m o t i v a t i on  n e c e s s a r y  t o  c o n v i n c e  p o t e n t i a l  

i n v e s t o r s  t o  s e t  u p  s h o p  h e r e  i n s t e a d  o f  s o me w h e r e  e l s e .  Wi t h o u t  

s p e c i f i c  i n c e n t i ve s ,  S o u t h  A f r i c a ’ s  S E Z s  w i l l  n o t  b e  a b l e  t o  co mpe t e  

w i th  i n t e rna t i ona l  SEZs .  I t  wou ld  t h e r e f o r e  s e e m t h a t  t he  g e n e r a l  

b e n e f i t s  o f  S E Z s  a r e  i n s u f f i c i e n t  t o  a t t r a c t  t h e  r e q u i r e d  i n v e s tme n t  f o r  

t he  suppo r t  and  fu r t he r  deve lop me n t  o f  So u t h  Af r i c a n  SEZs .  

                                                            
184 As stated in chapter 3 of this work. 
185 Erasmus (2011) 14.  
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A c c o r d i ng l y ,  S o u t h  A f r i c a  n e e d s  a d d i t i o na l  b e n e f i t s  t o  t h o s e  a l r ea d y  

o f f e r ed  t o  a t t r a c t  i nves t m e n t  fo r  t h e  S E Z s .  I t  i s  i m p o r t a n t  t h a t  t he  

Sou th  Af r i c an  gove rnmen t ,  f r o m t h e  o u t s e t ,  en s u r e s  t ha t  a l l  i n ce n t i v es  

o f f e r e d  a r e  WT O  c o n s i s t e n t ;  t h i s  w i l l  b e  d i s c us s e d  i n  mo r e  d e t a i l  i n  t h e  

fo l l o w i n g  c h a p t e r .  
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C h a p t e r  5  

T h e  N a t u r e  a n d  C o m p o s i t i o n  o f  S p e c i a l  E c o no m i c  Zo n e s  

5 . 1  I n t r o d u c t i o n  

The  p r ev ious  chap t e r s  s e t  ou t  t he  ro l e ,  ob j ec t i ve s  and  func t i ons  o f  

S E Z s ,  a n d  t h e  mo s t  i mp o r t a n t  a s p e c t s  o f  S E Z  i mp l e m e n t a t i o n  w i l l  be  

d i s cus sed  i n  t h i s  chap t e r .  SEZs  do  work ,  pe r i od .  I f  t hey  con t r i bu t e  1% 

t o  g l o b a l  e mp l o y m e n t ,  t h e y  co n t r i b u t e  2 0 %  t o  g l o b a l  e x p o r t s . 186 I n  s o me  

c o u n t r i e s ,  S E Z s  h a v e  b e e n  t r a n s f o rma t i o n a l  w h i l e  i n  o t h e r  c o u n t r i e s  

t h e y  h a ve  b e e n  u t t e r  f a i l u r e s .  H o w e v e r ,  s u c h  f a i l u r e s  c a n  l a r g e l y  b e  

a t t r i b u t e d  t o  t h e  p o l i c y  a n d  p r o g r am m a t i c  p h a s e s  o f  p r o j e c t s .  I t  i s  

t h e r e f o r e  e s s e n t i a l  t o ,  f i r s t l y ,  r e c o g n i s e  u p f r o n t  a n d  p r o p e r l y  d o c u me n t  

t h e  o b s t a c l e s  t h a t  w i l l  c o n f r o n t  a  p r o j e c t  i n  t e r ms  o f  s t r a t e g y ,  d e s i g n  

a n d  i mp l e me n t a t i o n .  S e c o n d l y ,  o b s t a c l e s  mu s t  be  add re s sed  w i th  a  

s u f f i c i e n t  d e g r e e  o f  c o n f i d e n c e .  T h i r d l y ,  t he  n e e d  e x i s t  t o  d e t e r mi n e  

w h e t h e r  t h e  h o s t  c o u n t r y  h a v e  t h e  w i l l ,  t h e  l a s t i ng  p o w e r  a n d  t h e  

c a p a c i t y  t o  i mp l e m e n t  a  p r o j e c t  s u c h  a s  S E Z  d e v e l o p me n t .   

5 .2  Pr iva te /Pub l i c  Nature  o f  SEZs  

In i t i a l l y ,  SEZs  we re  gove rnme n t - sponso red  p ro j ec t s  i n t ended  t o  

p r o mo t e  f o r e i g n  i n v e s t me n t  t h a t  wo u l d  o n l y  b e n e f i t  t h e  c o u n t r y  a t  t h e  

g o v e r n me n t  l e v e l .  I n  t h e  1 9 8 0 s ,  h o w e ve r ,  t h e  f i r s t  p r i v a t e l y  d e v e l o p e d  

S E Z s  w e r e  c r ea t e d  i n  t h e  Ca r i b b ea n  a n d  C e n t r a l  A me r i c a  t o  c om p e t e  

w i t h  g o v e r n me n t  t r a d e  z o n e s ,  w h i c h  w e r e  o f t e n  f r a u g h t  w i t h  

i n e f f i c i e nc i e s  a n d  c u mbe r s o me  r e g u l a t i o n s . 187 M o r e  r e c e n t l y ,  a b o u t  

62% 188 o f  S E Z s  a r e  r u n  b y  p r i v a t e  d e v e lope r s  s eek ing  t o  c ap i t a l i s e  on  

t h e  e n o r m o u s  e c o n o mi c  b e n e f i t s  o f  f o r e ign  t r ade  and  i nves tme n t . 189 

P r i v a t e  z o n e s ,  i f  l e f t  u n r e g u l a t ed ,  c o u l d  ma k e  t o o  m a n y  d e ma n d s  o n  

i n f r a s t r uc t u r e ,  f a c i l i t i e s  a n d  s e r v i c e s .  F o r  e x a m p l e ,  i n  t h e  D o mi n i c a n  

                                                            
186 C Baissac “The Purgatory of  SEZ Project  In i t ia t ion,  Planning and Programming” (2011) 
13.  
187 Murray (2010)  6 .  
188 FIAS (2008) 2 .  
189 Murray (2010)  6 .  
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Repub l i c ,  t he  sudden  and  unexpec t ed  g rowth  o f  p r i va t e ly  deve loped  

S E Z s  w r e a k e d  h a v o c  o n  l o c a l  i n f r a s t r u c t u r e  a n d  p r o mp t e d  b a n s  o n  S E Z  

d e v e l o p m e n t . 190 T h a t  i s  w h y  i t  i s  i mp o r t a n t  fo r  S E Z s  t o  b e  l o c a t e d  c l o se  

t o  e x i s t i n g  i n f r a s t r u c t u r e  a n d  f a c i l i t i e s  i n  o rde r  t o  r educe  exces s ive  

g o v e r n me n t  o u t l a y s .   

T h e  v a s t  r e s o u r c e s  a v a i l a b l e  t o  p r i va t e  deve lope r s  have  r e su l t ed  i n  t he  

c r ea t i on  o f  h ighe r - end  SEZs .  P r i va t e  d e ve l op e r s  c a n  a l s o  c om m a n d  

h i g h e r  r e n t a l  r a t e s  b e c a u s e  ma n y  i n v e s t o r s  p re f e r  t o  l o ca t e  i n  

e f f i c i e n t l y  c o n f i g u r e d ,  p r i v a t e l y  r u n  z o n e s  t h a t  h a v e  b e t t e r  s o c i a l  a n d  

e n v i r o n me n t a l  f a c i l i t i e s  t h an  t h o s e  o f  t h e i r  pu b l i c  c o un t e r p a r t s ,  w h i c h  

a r e  o f t e n  c r o w d e d  a n d  p o o r l y  d e s i g n e d ,  a n d  h a v e  i n a d e q u a t e l y  

ma i n t a i n e d  f a c i l i t i e s . 191  

L o c a t i o n  i s  k e y  a n d  mo s t  m o d e r n  z on e  p r o g r a m m e s  h a v e  d e v e l o p e d  i n  

s u c h  a  w a y  a s  t o  e n s u r e  t ha t  n e w  zone  p ro j ec t s  a r e  l oca t ed  c lo se  t o  

e x i s t i n g  p u b l i c  i n f r a s t r u c t u re  a n d  f a c i l i t i e s ,  t h e r e b y  r e d u c i n g  

g o v e r n me n t  e x p e n d i t u r e .  W i t h o u t  d o u b t ,  p r i v a t e l y  o p e r a t e d  z o n e s  t e n d  

t o  o f f e r  b e t t e r  f ac i l i t i e s  an d  a me n i t i e s ,  w h i c h  r e s u l t  i n  h i g h e r  p r i c e s  

f r o m t e n a n t s  a n d  a t t r a c t  h i g h e r - e nd  t y p e s  o f  a c t i v i t y .  A s  a  r e s u l t ,  

p r i va t e  zones  have  gene ra l l y  been  mor e  p r o f i t a b l e  a n d  h a v e  h a d  b e t t e r  

s o c i a l  a n d  e n v i r o n me n t a l  t r a c k  r e c o r d s  t h a n  p u b l i c  zones  t h roughou t  

t h e  w o r l d  ( w i t h  E a s t  A s i a n  gove rnme n t - run  zones  t he  no t ab l e  

e x c e p t i o ns ) . 192  

T h e  b e n e f i t s  o f  p u b l i c – pr i v a t e  p a r t n e r s h i p s  h av e  b e c o me  i n c r e a s i n g l y  

c l e a r ,  e s p e c i a l l y  i n  S E Z  i mp l e me n t a t i o n ,  b e c a us e  s u c h  a  j o i n t  

e n t e r p r i s e  p r o v i d e s  t h e  b e s t  a t t r i b u t e s  o f  b o t h  p a r t i e s .  P r i v a t e  i n v e s t o r s  

b r i n g  c o v e t e d  d e v e l o p me n t  e x p e r t i s e ,  c o n t r a c t s  f o r  p r i v a t e  ma n a g e me n t  

a n d  l e a s i n g  a n d  f i n a n c i n g ,  w h i l e  h o s t  c o u n t r y  g o v e r n me n t s  b r i n g  p u b l i c  

f u n d s  f o r  i n f r a s t r u c t u r e  d e v e l o p men t ,  l oca l  coun t ry  expe r t i s e  and  

                                                            
190 Ib id.  6 .  
191 Ib id .  7.  
192 FIAS (2008) 4 .  
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a d d i t i o n a l  f i n a n c i a l  s u p p o r t . 193  Loca l  gove rnme n t s  a l so  a id  i n  

a s s e mb l i n g  t h e  l a r g e  l a n d  a c r e a ge  ne e d e d  t o  c r e a t e  a  g e o g r a p h i c a l l y  

ba sed  SEZ . 194 

Th i s  k ind  o f  pub l i c–p r iva t e  pa r t n e r s h i p  b e n e f i t s  b o t h  p a r t i e s  a n d  

i mp r o v e s  t h e  o v e r a l l  e c o no mi c  r e t u r n s  o f  t h e  S E Z .  I t  a l s o  c r e a t e s  

e c o n o mi c  a n d  i n v e s t me n t  c e r t a i n t y  a mong  i nves to r s .  The  deve lope r  

e a r n s  t he  r i g h t  t o  ma r k e t  a n d  u se  t h e  SE Z ’ s  t a x  i n c e n t i ve s  a n d  

r e g u l a t o r y  b e n e f i t s  t o  g r o w  i t s  i n v e s t me n t ,  w h i l e  t h e  g o v e r n me n t  

a t t r a c t s  i n t e r n a t i o n a l  b u s i n e s s e s  t h a t  p r o v i d e  t he  hos t  coun t ry  w i th  FDI  

r e v e n u e  a n d  i n v e s t i n g  e x p e r t i s e . 195 T h e  f o l l o w i n g  mo d e l s  h a v e  b e c o m e  

i n c r e a s i n g l y  p o p u l a r  a mo n g  p u b l i c – p r i v a t e  p a r t n e r s h i p s : 196 

  P u b l i c  p ro v i s i o n  o f  o f f - s i t e  i n f r a s t r uc t u r e  a n d  f a c i l i t i e s  ( u t i l i t i e s  

c o n n e c t i o n s ,  r o a d s )  a s  a n  i n c e n t i ve  f o r  p r i v a t e  f u n d i n g  o f  o n - s i t e  

i n f r a s t r uc t u r e  a n d  fa c i l i t i e s .   

  A s s e mb l y  o f  l a n d  pa r c e l s  w i t h  s e c u r e  t i t l e  a n d  de v e l o p me n t  r i g h t s  

b y  t h e  g o v e r n me n t  f o r  l e a s e  t o  p r i v a t e  z o n e  d e v e l o p me n t  g r o u p s ,  

d e v e l o p m e n t  o f  b e t t e r  l a n d  u s e /owne r sh ip  l aws  and  r egu l a t i ons  

a n d  a d o p t i o n  o f  e n f o r c e a b l e  z o n i n g  a n d  l a n d  us e  p l a n s .   

  B u i l d - o p e r a t e - t r a n s f e r  a n d  b u i l d - o wn - o p e r a t e  a p p r o a c h e s  t o  o n -

s i t e  a n d  o f f - s i t e  z o n e  i n f r a s t r uc t u r e  a n d  f a c i l i t i e s ,  w i t h  

g o v e r n me n t  g u a r a n t e e s  a n d / o r  f i n a n c i a l  s u p p o r t .   

  C o n t r a c t i n g  p r i v a t e  ma n a g e me n t  f o r  g o v e r n me n t - o w n e d  z o n e s  o r  

l e a s e  o f  g o v e r n me n t  z o n e  a s s e t s  b y  a  p r i v a t e  o p e r a t o r  ( b e n e f i c i a l  

o w n e r s h i p ) .  

                                                            
193 Murray (2010)  7 .  
194 The Pomeranian Special  Economic Zone is  a  unique SEZ development in  Poland that  
has  been created using an assemblage of  publ ic  land and exis t ing infrastructure along with  
new pr ivate  construct ion by global  investors .   
195 Murray (2010) 7 .  
196 FIAS (2008) 2–3.  
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  E q u i t y - s h i f t i n g  a r r a n g e me n t s  w h e re by  a  p r i v a t e  c o n t r a c t  ma n a g e r  

o f  a  g o ve r n me n t  z o n e  c a n  e x e r c i s e  a  p u r c ha s e  o p t i on  o n c e  p r e -

d e f i n e d  p e r f o r ma n c e  l e v e l s  h a v e  b e e n  r e a c h e d .  

5 .3  Land  Ac qu i s i t i on  

D i s p l a c e me n t  c h a l l e n g e s  a r e  a  v e r y  c o n t e n t i o u s  i s s u e ,  o n e  w h i c h  h a s  a  

s i g n i f i c a n t  i mp a c t  o n  a n y  S E Z  i mp l e me n t a t i o n .  I n i t i a l l y ,  t h e  h o s t  

c o u n t r y  o r  p r i v a t e  d e v e l o p e r  mus t  a c q u i r e  t h e  l a n d  a r e a  u s e d ,  w h i c h  

no rma l ly  i s  qu i t e  a  l a rge  geog raph i c  a r e a ,  t o  i m p l e me n t  a  z o n e .   I t  ma y  

h a p p e n  t h a t  t h i s  l a n d  i s  t a k e n  f r o m l o c a l s  w h o s e  l i v e l i h o o d s  d e p e n d  o n  

t h e  l a n d  b e i n g  a c q u i r e d .  T h i s  a c q u i s i t i o n  g e n e r a l l y  c r e a t e s  t h e  

f o l l o w i n g  p r o b l e ms : 197  

i .  T h i s  l a n d  ma y  b e  a c q u i r e d  t h r o u g h  e x p l o i t a t i v e  me a n s ,  c a u s i n g    

l o c a l s  t o  s e l l  t h e i r  l a n d s  f o r  e x t r e me l y  l o w  p r i c e s .  

i i .  F a r me r s  i n  t h e s e  e n v i r o n me n t s  mi g h t  ma k e  a  l i v i n g  f r o m  

subs t ance  f a r ming ,  i n  wh ich  t he  ca s e  t he  l and  t ha t  i s  a cqu i r ed  i s  

t h e  f a r me r ’ s  s o l e  me a n s  o f  f o o d  a n d  l i v e l i h o o d .  

i i i .  E v e n  i f  f a r me r s  f a r m fo r  p r o f i t ,  s o m e  h a v e  v e r y  l o w  s k i l l s  l e v e l s  

t h a t  a r e  n o t  t r a ns fe r r a b l e  t o  mor e  c o mp l e x  S E Z  u n i t  e m p l o y me n t  

l i k e  ma n u f a c t u r i n g  o r  t e c h n o l o g y - b a sed  t r ades .  The  acqu i s i t i on  o f  

t h e i r  l a n d  d i s p l a c e s  t h e m f r o m t h e i r  e c o n o mi c  me a n s  o f  s u r v i v a l  

a n d  fo r c e s  t h e m i n t o  a n  u n fa mi l i a r  en v i r o n me n t  w h e r e  t h e y  l ac k  

t h e  s k i l l s  t o  s t a y  an d  w o r k  i n  t h e  S E Z  u n i t .  I f  t h e y  a l so  l a c k  t he  

r e s o u r c e s  t o  mo v e ,  t h e y  a r e  l e f t  w i t h ou t  a  f a r m o r  s u r v i va l  s k i l l s .   

5 . 4  E n v i r o n m e n t a l  I m p l i c a t i o n s  

A s  p a r t  o f  t h e  o v e r a l l  i n c e n t i v e  packages  o f f e r ed  by  hos t  gove rnme n t s ,  

e n v i r o n me n t a l  s t a n d a r d s  ma y  b e  l o w e r e d  t o  a t t r a c t  po t en t i a l  i n v e s t o r s ,  

o r  t h e s e  e n v i r o n me n t a l  c o n c e r n s  ma y  b e  o v e r l o o k e d  o w i n g  t o  t h e  h i g h  

c o s t  o r  r e g u l a t i o n  a n d  o v e r s i g h t .  E mi s s i o n  c o n t r o l s  a r e  r e g u l a t i o n s  t h a t  

                                                            
197 Murray (2010) 7 .  
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an  SEZ  deve lope r  w i l l  t r y  t o  avo i d  b e c a u s e  t h e y  c u t  i n t o  S E Z  

p r o f i t a b i l i t y .   

5 .5  Soc ia l  Impl i ca t ions  

A n  S E Z  d e v e l o pme n t  c a n  s o c i a l l y  c a n n i b a l i s e  i t s  s u r r o u n d i n g s ,  

d i v e r t i n g  v a l u a b l e  r e s o u r c es  i n t o  t he  S E Z  t h a t  t h o s e  l i v i n g  o n  t h e  

o u t s i d e  d e p e n d  o n  t o  s u r v i v e . 198 T h e  c r e a t i o n  o f  a n  S E Z  d e v e l o p me n t  t o  

b e t t e r  o n e  s e c t o r  o f  a  co u n t r y ’ s  e c o n o my  a t  t h e  e x p e n s e  o f  a n o t h e r  w i l l  

w iden  t he  gap  be tween  t he  more  p ro s pe rous  l i v ing  w i th in  t he  SEZ  a r ea  

a n d  t h e  p o o r  l i v i n g  o u t s i d e  t he  SEZ ,  h inde r ing  t he  t r ue  ne t  ga in  o f  t he  

d e v e l o p m e n t . 199 

5 .6  Labour  Impl i ca t ions  

L a b o u r  s t a n d a r d s  a r e  a  v e r y  c o n t e n t i o u s  i s s u e  w i t h i n  SE Z  d e v e l o p me n t .  

L a r g e  mu l t i na t i o na l  c o mp a n i e s  t ha t  w i s h  t o  ca p i t a l i s e  t h e i r  i n v es t me n t s  

t e n d  t o  emp l o y  l o w - s k i l l e d ,  l o w - c o s t  a s s e mb l y - l i ne  w o r k e r s .  Z i m b a b w e  

a n d  N a m i b i a  a r e  r e n o w n e d  t o  h a v e  e x c l u d e d  t h e  p r o v i s i o n s  o f  t h e i r  

n a t i o n s  l a b o u r  A c t s  w h e n  t h e y  i n i t i a t e d  n a t i o n a l  E P Z  l a w s  i n  t h e  e a r l y  

1 9 9 0 s ,  d r a w i n g  i m m e d i a t e  c r i t i c i s m f ro m the  g loba l  human  r i gh t s  

commun i ty . 200  

F e ma l e s  o r i g i na l l y  a c c o u n t e d  fo r  60  t o  70% o f  t he  SEZ  work fo rce  

b e c a u s e  ma n y  c o m p a n i e s  r e g a r d  w o me n  a s  b e t t e r  s u i t e d  t o  t h e  

r e p e t i t i v e  t e x t i l e  a n d  e l e c t r o n i c -b a s e d  ma n u f a c t u r i n g  i n d u s t r i e s  t h a t  

ma de  up  much  o f  t he  i n i t i a l  SEZ  wo r k ;  h o w e v e r ,  t h a t  p e r c e n t a g e  t e n d s  

t o  d e c r e a s e  a s  p r o d u c t  c o mpl e x i t y  i n c r e a s e s . 201 F o r t u n a t e l y ,  t he  

I n t e r n a t i o n a l  L a b o u r  O r g a n i s a t i o n  s t an d a r d s  h a s  s e t  s t a n d a r d s  t h a t  mos t  

c o u n t r i e s  h a v e  a d o p t e d  w h i c h  a r e  c r i t i c a l  t o  p r e v e n t  a b u s e s ,  a n d  

f o r e i g n  i n v e s t o r s  h a v e  b e e n  i n c r ea s ing ly  ma nda t i ng  qua l i t y  l abou r  

                                                            
198 Murray (2010) 7 .  
199 Ib id.  
200 Ib id.  8 .  
201 FIAS (2008) 2 .  
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ma n a g e m e n t  p r a c t i c e s  a s  a  p r e r e q u i s i t e  t o  d o i n g  b u s i n e s s  w i t h  a  h o s t  

c o u n t r y . 202 

As  s t a t ed  on  numerous  occa s ions ,  one  o f  t h e  ma i n  o b j e c t i ve s  i n  ma n y  

S E Z s  i s  e mp l o y m e n t  g e n e r a t i o n ,  w h i c h  i n  t u r n  c a n  h a v e  a  pos i t i ve  

e f f ec t  i n  t he  a l l ev i a t i on  o f  pove r t y .  Wh i l e  S E Z s  d o  n o t  p r e s e n t  a  

s o l u t i o n  t o  u n e mp l o y me n t ,  t h e y  a re  n o n e t h e l e s s  a  v i a b l e  sou rce  o f  

e mp l o y m e n t  c r e a t i o n  e s pe c i a l l y  i f  i n d i r e c t  e mp l o y me n t  i s  a l s o  

cons ide r ed . 203 T h e  c a s e  o f  S E Z s  i n  S o u t h  A f r i c a  w i l l  p r o b a b l y  n o t  h a v e  

any  p rob l em wi th  ex i s t i ng  l abou r  l eg i s l a t i on  t ha t  w i l l  app ly  t o  t he se  

zones ,  a s  o rgan i s ed  l abou r  ha s  been  an  ex t r eme l y  i mp o r t a n t  p a r t i c i p a n t  

i n  t h e  N E D L A C  a r r a n g e me n t ,  i nvo lv ing  gove rnme n t ,  bus ine s s  and  

o rgan i s ed  l abou r ,  and  ha s  been  a  ke y  a l l i a n c e  p a r t n e r  o f  t h e  r u l i n g  

A f r i c a n  N a t i o n a l  C o n g r e s s . 204 

5 . 7  I n f r a s t r uc t u r e  I n v e s t m e nt  

A n o t h e r  o b s t a c l e  t h a t  S E Zs  f a c e  i s  t h e  h i gh  c o s t  o f  d e v e l o pme n t . 205 

S o me  S E Z  d e v e l o p me n t s  h a v e  c o s t  t he  h o s t  c o u n t r y  m o r e  t o  b u i l d  t h a n  

t hey  b r i ng  i n  t r ade  r evenues ,  nega t i ng  t he  bene f i t s  t he  t r ade  r eg ion  

b r i n g s  t o  t h e  c o un t r y ;  t h i s  h a s  b ee n  r e f e r r e d  t o  a s  a  “ r ac e  t o  t h e  

b o t t o m” . 206 T h i s  k i n d  o f  s t r a t e g y  p r o d uc e d  a  d o w n w a r d  s p i r a l  i n  S E Z  

cond i t i ons  ac ro s s  t he  con t i nen t ,  a s  S o u t h e r n  A f r i c a n  c o u n t r i e s  

c o mpe t e d  w i t h  e a c h  o t h e r  b y  p r o mo t i n g  r e d u c e d  r e g u l a t i on s  a n d  

i n c r e a s e d  e c o n o mi c  i n c e n t i v e s  a n d ,  a s  a  r e su l t ,  f o r e ign  i nves to r s  r e aped  

a l l  t h e  b e n e f i t s  o f  t h e  c o mp e t i t i o n  w h i l e  t h e  h o s t  c o u n t r i e s  a b s o r b e d  a l l  

t h e  c o s t s .  

O n e  o f  t h e  b e n e f i t s  o f  S E Z s  i s  t ha t  t h e y  g e n e r a t e  e c o n o mi c  a c t i v i t y  

b o t h  i n s id e  a n d  ou t s i d e  t he  z o n e .  Th i s  w i l l  a u t o ma t i c a l l y  r e s u l t  i n  a n  

i nc r ea sed  de ma nd  fo r  soc i a l  i n f r a s t ruc tu r e  l i ke  hous ing ,  educa t i on ,  

h e a l t h ,  a n d  t r a n s p o r t  a n d  c ommun ica t i ons ,  shopp ing ,  t ou r i sm  
                                                            
202 FIAS (2008) 39–41.  
203 Ib id .  34.  
204 Brand (2002) 2 .  
205 FIAS (2008) 4 .  
206 Ib id.  
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hosp i t a l i t y ,  packag ing ,  bank ing  and  i n s u r a n c e ,  a l l  o f  wh i c h  c o mbi n e  t o  

g r o w  e mp l o y me n t  a n d  i mp r o v e  t h e  q u a l i t y  o f  l i f e  i n  and  a r o u n d  a n  S E Z  

d e v e l o p m e n t . 207 

5 .8  Incent ive  Impl i ca t ion  

Tax  po l i c i e s  and  f i s ca l  i ncen t i ve s  p l ay  a  huge  ro l e  i n  a t t r a c t i ng  

p o t e n t i a l  i n v e s t o r s .   T h e  t y p i c a l  p a c ka g e  o f  f i s c a l  i n c e n t i v e s  o f f e r e d  b y  

S E Z s  a l m o s t  u n i v e r s a l l y  i n c l u d e  b u t  a r e  n o t  l i mi t e d  t o ,  c o r p o r a t e  

i n c o me  t a x  h o l i d a y s  o r  r e d u c e d  t a x  r a t e s ,  i m p o r t  d u t y  e x e mp t i o n s  a n d  

i nd i r ec t  t ax  aba t emen t s . 208 S E Z s  t a x  b e n e f i t s  h e lp  expand  a  coun t ry ’ s  

i ndus t r i a l  ba se  by  l u r i ng  fo r e ign  i n d u s t r i e s  t h a t  mi g h t  n o t  o t h e r w i s e  

c h o o s e  t o  l o c a t e  i n  t h e  h o s t  c o u n t ry .  F o r e i g n  d i r e c t  i nves to r s  do ing  

bus ine s s  i n  a  hos t  coun t ry  a l so  impr ove  hos t  coun t ry  f ac i l i t i e s  because  

o n e  o f  t h e  w a y s  t h e y  c o mp e te  f o r  g l o b a l  b u s i n e s s  i s  t h r o u g h  

s o p h i s t i c a t e d ,  h i g h  t e c h  d e v e l o p me n t s  a n d  w o r l d  c l a s s  f a c i l i t i e s . 209 

T h e s e  h i g h l y  d e v e l o p e d  e n c l a v e s  h e l p  o f f s e t  t he  coun t ry  r i sk s  t ha t  

ma ny  fo r e ign  i nves to r s  cons ide r  when  t h e y  c o n s i d e r  i n v e s t m e n t s  i n  

f o r e i g n  m a r k e t s . 210 

5 . 9  S p e c i a l  Ec o n o m i c  Zo n e s :  P o l i c y  a n d  T r a d e  R u l e s  

5 . 9 . 1  I n t r o d u c t i o n  

W h i l e  S E Z s  a r e  n o t  s pe c i f i c a l l y  me n t i o n e d  i n  a n y  o f  t h e  WT O  

a g r e e me n t s ,  c e r t a i n  i n c e n t i v e s  o r  s u b s i d i e s  t h a t  a r e  pa r t  o f  S E Z  p o l i c y  

ma y  b e  c o v e r e d  b y  WT O  p r o v i s i o n s . 211 T h e  A g r e e me n t  o n  S u b s i d i e s  a n d  

C o u n t e r v a i l i n g  M e a s u r e s  ( S C M  A g r e e me n t )  i s  l o c a t e d  i n  t h e  s e c t i o n  o f  

t h e  WTO  A g r e e me n t s  d e a l i n g  o n l y  w i t h  g o o d s ,  a n d  t h u s ,  b y  i m p l i c a t i o n  

d o e s  n o t  c o v e r  s e r v i c e s . 212 T h e  A g r e e m e n t  o n  Tra d e  R e l a t e d  I n v e s tme n t  

M e a s u r e s  ( T R I M S A g r e e me n t )  ma y  a l s o  h a ve  i mp l i c a t i o n s  t ha t  e f f e c t  

                                                            
207 Murray (2010) 10.  
208 FIAS (2008) 34.  
209 Ib id.  
210 Ib id .  
211 Engman et  a l .  (2007)  45.   
212 C Haywood and M Ouya “Economic Processing Zone Incent ives and the WTO 
Agreement  on Subsidies  and Countervai l ing Measures” (2001).  
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S E Z s .  I t  s h o u l d  b e  s t r e s s e d  t h a t  a l l  WTO Agr eemen t s  ( t he  GATT,  SCM  

Agreeme n t ,  TRIMS and  GATS)  app ly  t o  a ny  me a s u r e ,  t h u s  a  c e r t a i n  

s u b s i d y  o r  me a s u r e  p e r mi s s i b l e  u n d e r  o n e  a g r e e me n t  ma y  r a i s e  l e g a l  

i s s u e s  i n  t h e  c o n t ex t  o f  o t h e r  a g r e e me n t s . 213 

5 .9 .2  Agreement  on  Subs id i e s  and  Count erva i l ing  Measures  

The  t r e a tme n t  o f  spec i f i c  subs id i e s  i s  t h a t  t h e y  ma y  b e  p r o h i b i t e d ,  

a c t i o n a b l e  o r  n o n - a c t i o n a b l e ,  a n d  i n  a l l  c a se s  t h e  WTO  h a s  t o  b e  

n o t i f i e d . 214 T h e r e f o r e ,  i f  t h e y  a r e  p r o h i b i t e d  t h ey  mus t  b e  e l i mi n a t e d .  

P r o h i b i t e d  s u b s i d i e s  a r e  s u b s i d i e s  t h a t  a r e  e i t h e r  b a s e d  o n  e x p o r t  

p e r f o r ma n c e  o r  s u b s i d i e s  c o n t i n g e n t  o n  t h e  u s e  o f  d o me s t i c  g o o d s  o v e r  

i mp o r t e d  g o o d s .  A  s u b s i d y  i s  a c t i o n a b l e  w h e n  i t  ma y  i n v o l v e  a  c o u n t r y  

i n  a  d i s p u t e  w i t h  a n o th e r  c o u n t r y  a t  t h e  WT O .  A c t i o n a b l e  s u b s i d i e s  

ma k e  u p  t h e  v a s t  m a j o r i t y  o f  s p e c i f i c  s u b s i d i e s  a n d  s o m e  c o u n t r i e s  ma y  

w a n t  t o  u s e  a c t i o na b l e  s u b s i d i e s ,  f o r  e x a mp l e  i f  t h e  c ou n t r y  i s  a  mi n o r  

p l a y e r  i n  t h e  i n d u s t r y .  U n l i k e  p r o h i b i t e d  s u b s i d i e s ,  s o me  o t h e r  c o u n t r y  

m u s t  c o m p l a i n  a b ou t  a n  a c t i o n a b l e  s ubs idy  and  be  ab l e  t o  show in ju ry  

b e f o r e  a  c o u n t r y  n e e d s  t o  c h a n g e  o r  e l i mi n a t e  t h e  s p e c i f i c  s u b s i d y . 215 

O n  t h e  o t h e r  h a n d ,  a  n o n - a c t i o n a b l e  s u b s i d y  ma y  n o t  b e  t a k e n  t o  t h e  

W T O .  A  c o u n t r y  t h a t  o f f e r s  a  s p e c i f i c  s u b s i d y  n e e d s  t o  r e p o r t  o r  n o t i f y  

t h e  WTO  a n d  p r o v i d e  s o me  d e t a i l s  ab o u t  t h e  s i z e  a n d  o p e ra t i on  o f  t he  

p r o g r a m me .  I f  t he  s u b s i d y  i s  n o t  s p e c i f i c ,  i t  d o e s  n o t  n e e d  t o  b e  

n o t i f i e d . 216 

I n  t he  SCM Agreemen t ,  expo r t  subs id i e s  a r e  p roh ib i t ed  unde r  Ar t i c l e  

3 . 1 ( a )  and  subs id i e s  con t i ngen t  on  t he  u se  o f  dome s t i c  goods  ove r  

i mp o r t e d  g o o d s  a r e  p r o h i b i t e d  u n d e r  A r t i c l e  3 . 1 ( b ) . 217 Ar t i c l e  27 .2  

p r o v i d e s  f o r  t h e  s p e c i a l  a n d  d i f f e r e n t i a l  t r e a t me n t  o f  d e v e l o p i n g  

c o u n t r y  me m b e r s  f o r  e x p o r t  s u b s i d i e s ,  w i th  a  gene ra l  exempt ion  fo r  

s o me  d e v e l o p i n g  c o u n t r i e s  ( A r t i c l e  2 7 . 2 ( a ) )  a n d  a  p h a s e - o u t  p e r i o d  f o r  

                                                            
213 Engman et  a l .  (2007)  45.   
214 Haywood and Ouya (2001).  
215 Ib id.  
216 Haywood and Ouya (2001).  
217 Engman et  a l .  (2007)  45.   

 
 
 



77 

 

o t h e r  d e v e l o p i n g  c o u n t r i e s  ( A r t i c l e  2 7 . 2 ( b ) ) . 218 Ar t i c l e  27 .3  p rov ides  

f o r  a  s i m i l a r  p h a s e - o u t  p e r i o d  f o r  d eve lop ing  coun t r i e s  f o r  subs id i e s  

c o n t i n g e n t  o n  t h e  u s e  o f  d o m e s t i c  g o o d s  o v e r  i m p o r t e d  g o o d s . 219  

i .  Proh ib i t i on  o f  expor t  subs id i e s  

A c c o r d i ng  t o  A r t i c l e  1  o f  t h e  S C M  A g r e e me n t ,  a  s u b s i dy  i s  d e f i n e s  a s  a  

“ f i nanc i a l  con t r i bu t i on  by  a  gove rn me n t  o r  any  pub l i c  body  wh ich  

t h e r e b y  c o n f e r s  a  b e n e f i t ” .  N o t  o n l y  “ d i r e c t  t r a n s f e r  o f  f u n d s  ( e . g .  

g r a n t s ,  l o a n s  a n d  e q u i t y  i n fu s i o n ) ,  p o t en t i a l  d i r ec t  t r an s f e r s  o f  f unds  o r  

l i a b i l i t i e s  ( e . g .  l o a n  g u a r a n t e e s ) ”  b u t  a l s o  “ g o v e r n me n t  r e v e n u e  t h a t  i s  

o the rw i se  due  wh ich  i s  f o r egone  o r  no t  co l l e c t ed  ( e . g .  f i s c a l  i n c e n t i v e s  

s u c h  a s  t a x  c r e d i t s ) ”  a re  cons ide r ed  subs id i e s . 220 Ar t i c l e  3 . 1 ( a )  o f  t he  

S C M  A g r e e me n t  e x p l i c i t l y  p r o h i b i t s  subs id i e s  con t i ngen t  on  expo r t  

p e r f o r ma n c e  a n d  a n  i l l u s t r a t i v e  l i s t  o f  e x p o r t  s u b s i d i e s  a r e  i n c l u d e d  i n  

A n n e x  I  a t t a c h e d  t o  t ha t  A g r e e me n t .  T h u s ,  u n d e r  t h i s  de f i n i t i o n ,  

v a r i o u s  t a r i f f  e x e m p t i o n s ,  t a x  e x e m p t i o n s ,  p r o v i s i o n  o f  s e r v i c e s  o t h e r  

t h a n  g e n e r a l  i n f r a s t r u c t u r e  a t  c o n c e s s i o n a l  r a t e s  w o u l d  a l l  f a l l  u n d e r  

t h e  d e f i n i t i o n  o f  s u b s i d i e s  a n d  w o u l d  b e  p r o h i b i t e d  i f  t h e y  a r e  

c o n t i n g e n t  o n  e x p o r t . 221  

H o w e v e r ,  F o o t n o t e  1  t o  a r t i c l e  1 . 1 ( a ) ( 1 ) ( i i )  o f  t h e  S C M  A g r e e me n t  

s t a t e s  t h a t  “ t h e  e xe mp t i o n  o f  a n  e xp o r t e d  p r o d u c t  f r o m  d u t i e s  o r  t a x e s  

b o r n e  b y  t h e  l i k e  p r o d u c t  w h e n  d e s t i n e d  f o r  d o me s t i c  c o n s u mp t i o n ,  o r  

t h e  r e mi s s i o n  o f  s u c h  d u t i e s  o r  t a x e s  i n  a mo u n t  n o t  i n  e x c e s s  o f  t h o s e  

w h i c h  h a v e  a c c r u e d ,  s h a l l  n o t  b e  d e e me d  t o  b e  a  s u b s i d y ” .  T h e r e f o r e  

d u t y  f r e e  i mp o r t s  o f  r a w  m a t e r i a l  a nd  i n t e r me d i a t e  i n pu t s  u s e d  i n  t h e  

p r o d u c t i o n  o f  g o o d s  f o r  e x p o r t s ,  a n d  o t he r  du ty  d r awback  s chemes  o f  a  

s i mi l a r  na t u r e ,  a r e  e x e mp t e d  f r o m t h e  a b o v e  de f i n i t i o n  o f  s u b s i d i e s  b y  

v i r t u e  o f  t h i s  f o o t n o t e . 222  

                                                            
218 Ib id.   
219 FIAS (2008) 54.  
220 Engman et  a l .  (2007)  45.   
221 Ib id .   
222 Ib id .  
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S i mi l a r  t r e a t me n t  i s  p r o v i de d  fo r  e xe mp t i o n  o r  r e mi s s i o n  o f  i n d i r e c t  

t a x e s  o n  “ i n p u t s  t h a t  a r e  c o n s u me d  i n  t h e  p r o d u c t i o n  o f  t h e  e x p o r t e d  

p r o d u c t ”  u n d e r  c e r t a i n  c o n d i t i o n s . 223 C e r t a i n  a l l ow a n c e  f o r  w a s t a g e  ma y  

a l s o  b e  a l l o w e d . 224 D u t y  f r e e  i mp o r t s  o f  c ap i t a l  g o od s  u s e d  i n  t h e  

p roduc t i on  o f  an  expo r t ed  p roduc t  do  n o t  me e t  t h e  r e q u i r e me n t s  o f  t h e  

f o o t n o t e 225 a s  t h e y  a r e  n o t  c o n s u me d  i n  t he  p roduc t i on  o f  t he  expo r t ed  

p r o d u c t ,  a s  p r o v i d e d  u n d e r  i t e m ( i )  o f  A n n e x u r e  I  o f  t h e  S C M  

A g r e e me n t . 226 F o r  t h i s  r e a s o n  ma n y  c oun t r i e s  have  t r imme d  down  

i n c e n t i v es  t o  pe rmi t t e d  exe mp t i o n s  o r  ma d e  s u c h  e x e mp t i o n s  WT O  

c o n s i s t e n t  b y  r e l a x i n g  t h e  e x p o r t  r eq u i r e me n t .  M o s t  SE Z s  a l l o w  f i n a l  

p roduc t s  t o  be  impor t ed  upon  paymen t  o f  du t i e s  e i t he r  on  t he  f i na l  

p r o d u c t  o r  o n  t h e  i n p u t s  u s e d  i n  p r o d u c t i o n . 227  

i i .  P r o h i b i t i o n  o f  s ub s i d i e s  con t i ngent  on  the  use  o f  domes t i c  

g o o d s  o v e r  i m p o r t e d  g o o d s  

A r t i c l e  3 . 1 ( b )  o f  t h e  S C M A g r e e me n t  p r o h i b i t s  t h e  us e  o f  “ s ubs i d i e s  

c o n t i n g e n t ,  w h e t h e r  s o l e l y  o r  a s  o n e  o f  s eve ra l  o the r  cond i t i ons ,  upon  

t h e  u s e  o f  d o me s t i c  o v e r  i mp o r t e d  g o o d s ” . 228 Howeve r ,  a  phase -ou t  

p e r i o d  o f  e i g h t  y e a r s  f o r  l e a s t  d e v e l o p e d  c o u n t r i e s  a n d  f i v e  y e a r s  f o r  

deve lop ing  coun t r i e s  i s  p rov ided  fo r  i n  t e rms  o f  Ar t i c l e  27  o f  t he  SCM  

A g r e e me n t .  

5 . 9 . 3  A g r e e m e n t  o n  T r a d e - r e l a te d  I n v e s t m e n t  M e a s u r e s  

T h e  T R I M S  A g r e e me n t  p r o v i d e s  an  i l l u s t r a t i v e  l i s t  o f  i n v e s t me n t  

me a s u r e s  t h a t  a r e  i n c o n s i s t e n t  w i t h  t he  p rov i s i ons  o f  Ar t i c l e  I I I  o f  t he  

G A T T  ( n a t i o n a l  t r e a t me n t )  a n d  A r t i c l e  X I  o f  t h e  G A T T  ( g e n e ra l  

                                                            
223 I tem (g)  and (h)  of  Annexure I  of  SCM Agreement ,  and Annexure II  of  SCM 
Agreement .  
224 I tem (h)  of  Annexure I  of  SCM Agreement ,  and Annexure II  of  SCM Agreement .  
225 Footnote  61 in  Annexure II  s ta tes  “Inputs  consumed in the product ion process  are  
inputs  physical ly  incorporated,  energy,  fuels  and oi ls  used in the product ion process  and 
catalysts  which are  consumed in  the course of their  use to  obtain the expor ted product” .  
226 Engman et  a l .  (2007) 46.  
227 Ib id.  
228 Ib id.  

 
 
 



79 

 

e l i mi n a t i o n  o n  qua n t i t a t i ve  r e s t r i c t i o n s ) . 229 I nc l u d e d  i n  t h e  l i s t  a r e  

t r a d e - r e l a t e d  i n ve s t me n t  me a s u r e s  w h i c h :  ( a )  r e q u i r e  “ t he  pu rchase  o r  

u se  by  an  en t e rp r i s e  o f  p roduc t s  o f  d o me s t i c  o r i g i n  o r  f r o m a n y  

d o me s t i c  s o u r c e ”  ( c o m mo n l y  c a l l ed  l o c a l - c o n t e n t  r e q u i r e me n t s ) ;  ( b )  

r e q u i r e  “ t h a t  a n  e n t e r p r i s e  p u r c h a s e s  o r  u se  o f  i mpor t ed  p roduc t s  be  

l i mi t e d  t o  a n  a mo u n t  r e l a t e d  t o  t he  v o l u me  o r  v a l u e  o f  l o c a l  p r o d u c t s  

t h a t  i t  e x p o r t s ”  ( t r a d e  b a l a n c i n g  r eq u i r e me n t s ) ;  o r  ( c )  “ r e s t r i c t s  t h e  

i mp o r t a t i o n  b y  a n  e n t e r p r i s e ”  b y  “ r e s t r i c t i n g  i t s  ac c e s s  t o  fo r e i g n  

e x c h a n g e  t o  a n  a mo u n t  r e l a t e d  t o  t h e  f o r e i g n  e x c h a n g e  i n f l o w s  

a t t r i b u t a b l e  t o  t h e  e n t e r p r i s e ”  ( f o r e i g n  e x c h a n g e  r e s t r i c t i o n s ) . 230  

A  S E Z  i s  a  t y p i c a l  t r a d e - r e l a t e d  i n v e s t me n t  m e a s u r e ,  a l t h o u g h  t h e r e  i s  

n o  s p e c i f i c  me n t i o n  o f  S E Z s  c o n t a i n e d  i n  t h e  T R I M S  A g r e e me n t .  S E Z s  

f i t  b o t h  t h e  d e f i n i t i o n  o f  “ i n v e s t me n t  me a s u r e s ”  a n d  “ t r a d e  r e l a t e d ”  a s  

t h e  k e y  s t a t e d  o b j e c t i ve s  o f  mos t  SE Z s  a r e  t o  a t t r a c t  m o r e  F D I  a n d  t o  

p r o mo t e  e x p o r t s . 231 Thus ,  any  SEZ  wh ich  ha s  a  l oca l  con t en t  

r equ i r emen t ,  a  t r ade  ba l anc ing  r equ i r e me n t  o r  a  fo r e i g n  e x c h a n g e  

r e s t r i c t i o n  w o u l d  b e  i n  v i o l a t i o n  o f  t h e  T R I M S  A g r e e me n t  w i t h o u t  

s u b mi s s i o n  o f  a  n o t i f i c a t i o n  i n  a c c o r d a n c e  w i t h  A r t i c l e  5 . 1  o f  t h e  

T R I M S  A g r e e me n t . 232 

5 .9 .4  Dispute s  

F o r  a  d i s p u t e  t o  b e  l o d g e d  a  c o mpl a i n i n g  me mb e r  m u s t  d e mo n s t r a t e  

i n j u r y ,  nu l l i f i c a t i o n  o r  s e r i o u s  p r e jud i ce  beyond  mi n imu m a moun t s . 233 

So ,  i f  y o u  a r e  ma i n t a i n in g  a  p r o h i b i t e d  s u b s i d y  a n d  s o me b o d y  

c o mpl a i n s  a b o u t  i t ,  t h e  n o r ma l  d i s p u t e  s e t t l e me n t  m e c h a n i s m o f  t h e  

W T O  i s  c o n d u c t e d  a t  a n  a c c e l e r a t e d  p a c e . 234.  Consequen t l y ,  t he  r e su l t s  

c o u l d  b e  d i s a s t r o u s  f o r  a  c o u n t r y  t h a t  h a s  b a s e d  i t s  d e v e l o p me n t  

p r o g r a m me  o n  s u c h  a  s u b s i d y .   

                                                            
229 Engman et  a l .  (2007) 49.  
230 Ib id.  
231 Ib id.  
232 Ib id .  
233 Haywood and Ouya (2001).  
234 Ib id.  
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5 . 1 0  T e c h n o l o g y  T r a n s f e r s  a n d  I n f o r m a t i o n  E x c h a n g e  wi t h  

C o m p a n i e s  

S E Z s  a l s o  i mp r o v e  i n d u s t r i e s  f ocus ing  on  enhanced  t e chno log i e s  by  

p r o v i d i n g  r e s e a r c h  a n d  d e v e l o p me n t  r e s o u r c e s  t h a t  a l l o w  c o u n t r i e s  t o  

e x p o r t  m o r e  s o p h i s t i c a te d  ma n u f a c t u r e d  g o o d s . 235 Wi t h i n  t h e s e  

t e c h n o l o g i c a l l y  s o p h i s t i c a t e d  d e v e l op me n t s ,  l a r g e  f o r e i g n  f i r ms  o f t e n  

p a r t n e r  w i t h  s ma l l e r  l o c a l  f i r ms ,  p r o v i d i n g  b r a n d  n a me  r e c o g n i t i o n  a n d  

l a r g e  f i r m e x p e r t i s e  t ha t  g iv e s  t he  l oca l  f i rm  g rea t e r  g loba l  ma rke t i ng  

v i s i b i l i t y . 236 

T h e r e f o r e ,  t h e  t r a n s f e r  o f  t e ch n o l o g y  ma y  b e  r e g a r d e d  a s  a  h u g e  

p o t e n t i a l  b e n e f i t  f r o m fo r e i g n  c om p a n i e s  i n  t h e  zo n e  t o  d o me s t i c  

c o mp a n i e s ,  p a r t i c u l a r l y  w h e n  c o u n t r i e s  s u c h  a s  S o u t h  A f r i c a  s u f f e r  

f r o m a  l a c k  o f  e d u c a t i o n .  Th e  r e a s o n  b e i n g  t h a t  t h e  p e o p l e  a r e  t o o  p o o r  

t o  s e n d  t h e i r  c h i l d r e n  t o  s c h o o l  and  t ha t  t he  gove rnmen t  o f  t he  

c o u n t r i e s  a r e  t o o  p o o r  t o  su b s i d i s e  e d u c a t i o n .  O n e  p o s i t i ve  a sp e c t  o f  

t h e s e  s t r a t e g i e s  i s  t h a t  s k i l l s  an d  k no w l e d g e  w i l l  b e  t r a n s fe r r ed  f r o m 

t h e  f i r ms  t h a t  l oc a t e  t h e r e ,  w h i c h  w i l l  n o t  o n l y  b e n e f i t  t h e  r i c h  bu t  a l s o  

t h e  p o o r . 237 

5 . 1 1  G o v e r n m e n t  R e v e n u e  

T h e  mos t  f r e q u e n t l y  c i t e d  b e n e f i t s  o f  S E Z s  a r e  i n c r ea s e s  i n  fo r e i g n  

e x c h a n g e  t h r o u g h  F D I  a n d  e x p o r t s . 238 I t  i s  a r g u e d  t h a t  f o r e i g n  e x c ha n ge  

e a r n i n g s  l i n k e d  w i t h  S E Z s  ma y  e a s e  s o me  o f  t h e  c o n s t r a i n t s  t ha t  l o w 

i n c o me  c o u n t r i e s  f a c e ,  a l l ow i n g  t h e m t o  s o u r c e  i n p u t s  a n d  o t h e r  i mp o r t  

n e e d s  f o r  t h e  w ho l e  e c o no my . 239 Wh i l e  t he r e  a r e  some  SEZs  whe re  

d o me s t i c  i n v e s t o r s  h a v e  b e e n  mo r e  d o mi n a n t ,  s u c h  a s  M a u r i t i u s  a n d  

                                                            
235 FIAS (2008) 36.  
236 Ib id .  
237 Brand (2002) 35.  
238 Engman et  a l .  (2007) 25.  
239 Ib id.  
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I n d i a ,  t h e  ma j o r i t y  o f  S E Z s  foc u s  on  a t t r a c t i ng  FDI  and  have  been  ve ry  

s u c c e s s f u l  i n  s o me  c a s e s . 240 

5 .12  Conc lus ion  

T h e r e  a r e  ma n y  i mp l i c a t i on s  t o  c on s i d e r  whe n  i mp l e me n t i n g  a n  S E Z  

p r o g r a m me .  T h e s e  i mp l i c a t i o n s  c a n n o t  b e  i g n o r e d ,  a n d  i f  a  h o s t  c o u n t r y  

d e c i d e s  n o t  t o  c o n s i d e r  t h e m,  i t  cou ld  be  d i s a s t rous .  The  p r ev ious  

S o u t h  A f r i c a n  I D Z  p r o g r a mme  w a s ,  t o  a  l a r g e  e x t e n t ,  a  d i s a p p o i n t me n t .  

G o v e r n m e n t  w o u l d  b e  w i s e  t o  c o n d u c t  a  t h o r o u g h  c o s t - be n e f i t  a n a l y s i s  

b e f o r e  i m p l e me n t a t i o n .  M o r e o v e r ,  a f t e r  i m p l e me n t a t i o n  g o v e r n me n t  

s h o u l d  h a v e  t h e  w i l l ,  t h e  l a s t i n g  pow e r  a n d  t h e  c a p a c i t y  t o  pe r s e v e r e  

a n d  t o  c r e a t e  S E Zs  w e  c a n  b e  p r o u d  o f .    

                                                            
240 Ib id .  
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C h a p t e r  6  

Conc lus ion  and  Recommendat ions  

6 . 1  I n t r o d u c t i o n  

T h e  f a c t  t h a t  e a c h  c o u n t r y  i s  u n i q u e ,  i n  t e r m s  o f  i t s  u n i q u e  t r a d e  u n i t s  

t ha t  c ap i t a l i s e  on  i t s  own  l aws ,  cu s toms ,  r e s o u r c e s  a n d  t r a d e  p r a c t i c e s ,  

me a n s  t h a t  i t  i s  c l o s e  t o  i m p o s s i b l e  t o  r e c om m e n d  t h e  i d e a l  l e g a l  a n d  

po l i cy  f r ame work  fo r  t he  e s t ab l i shmen t  o f  an  e f f ec t i ve  and  f i nanc i a l l y  

p r o f i t a b l e  S E Z .  S o me  d e v e l o p me n t s  h a v e  b e e n  s u c c e s s f u l ,  a n d  s o me  

f a i l .  T h e s e  s u c c e s s f u l  a n d  u n s u c c e s s fu l  S E Z s  s h o u l d  s e r v e  a s  m o d e l s  

f o r  hos t  coun t r i e s  s eek ing  t o  deve lop  new SEZs .  As  an  economi c  

d e v e l o p m e n t  t o o l ,  S E Z s  c a n  p l a y  a  u s e f u l  r o l e  i n  a  c o un t r y ’ s  e c o n o mi c  

d e v e l o p m e n t  a n d  a c t  a s  a  s p e a r he a d  f o r  r e f o r m  i f  i mp l e me n t e d  

c o r r e c t l y .  I t  i s  t h e r e f o r e  c r i t i c a l  t ha t  t he  Sou th  Af r i c an  gove rnmen t ,  o r  

a n y  o t h e r  g o v e r n me n t  f o r  t h a t  ma t t e r ,  be fo re  adop t ing  t he  Dra f t  B i l l  

a n d  P o l i c y ,  b e  o p e n  t o  c o n s t r u c t i v e  c r i t i c i s m a n d  r e c o m me n d a t i o n s .   

6 .2  Comments  to  Cons ider  

D u r i n g  F e b r u a r y  2 0 1 2 ,  T h e  D T I  h o s t ed  s e v e r a l  P r o v i n c i a l  P u b l i c  

P a r t i c i p a t i o n  Wo r k s h o p s .  B a s e d  o n  t he se  workshops ,  t he  fo l l owing  

commen t s  we re  fo rmu la t ed :  

  T h e  S E Z  p o l i c y  s h o u l d  b e  a l i g n e d  w i t h  a l l  e x i s t i n g  p o l i c i e s .  T h i s  

w o u l d  c r e a t e  a  c l e a r  a n d  de c i s i v e  i n v e s t me n t  e n v i r o nme n t ,  w h i c h  

w o u l d  p r e v e n t  t h e  p o s s i b i l i t y  o f  t he  ex i s t ence  o f  doub l e  

s t anda rds .  

  A s  n e w  p o l i c i e s  a r e  i n t r o d u c e d ,  g o v e r n me n t  s h o u l d  e n s u r e  t h a t  

t h e  S E Z  p o l i c y ,  a s  w e l l  a s  a l l  o t he r  p o l i c i e s  r e l a t e d  t o  i t ,  be  

r e v i e w e d  a n d  u p d a t e d .  I n  l a y ma n ’ s  t e r ms  t h e  S E Z s  p o l i c y  s h o u l d  

be  checked  aga in s t  any  changes  t o  t he  indus t r i a l  po l i cy  

f r a mework .  
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  Gove rnmen t  shou ld  u se  example s  o f  e x i s t i n g  S E Z s  a s  a  f r a me w o r k  

fo r  imp l emen ta t i on .  Howe ve r ,  Sou th  Af r i c a  shou ld  no t  j u s t  

b l i n d l y  fo l l o w  t h e  ma i n s t r e a m,  a n d  a n  A f r i c a n  s o l u t i o n  s h o u l d  b e  

cons ide r ed  t ha t  wou ld  r e l a t e  t o  Af r i c a ’ s  un ique  deve lopmen ta l  

cha l l enges .  

  P r i v a t e  pa r t i c i p a t i o n  i s  e s se n t i a l  fo r  s u c c es s fu l  S E Z  o p e r a t i o n .  

P u b l i c – p r i v a t e  pa r t n e r s h i p s  w i l l  b e  a n  i mp o r t a n t  f a c t o r  i n  t h e  

s u c c e s s  o f  S E Z  i mp l e me n t a t i o n  a n d  o p e r a t i o n .   

  S E Z s  s h o u l d  b e  d e v e l o p e d  i n  r e g i o n s  w h e r e  t r a n s p o r t  a n d  

c o m m u n i c a t i o n  i n f r a s t r u c t u r e  a l r e a dy  e x i s t s  o r  w h e r e  t h e r e  a r e  

e x i s t i n g  p l a n s  t o  d e v e l o p  suc h  i n f r a s t r u c t u r e .  T h i s  i n c r e a s e s  t he  

l i k e l i h o o d  o f  i n v e s t o r  p a r t i c i p a t i o n  a n d  s u c c e s s .   

  Gove rnmen t  shou ld  cons ide r  l i nk i ng  SEZ  po l i cy  w i th  ex i s t i ng  

r e g i o n a l  i n t e g r a t i o n  p r o g r a m m e s .  

  S E Z s  s h o u l d  i n c l u d e  a  w i d e  v a r i e ty  o f  s ec to r s ,  i nc lud ing  

ma n u f a c t u r i n g ,  s e r v i c e s ,  f i n a n c i a l  s e rv i ce s  and  o the r  a r ea s  o f  

c o mpa r a t i v e  a d v a n t a g e .   

  S E Z s  s h o u l d  n o t  b e  l i mi t e d  t o  s t a t e  o w n e r s h i p .   

  C l a r i t y  i s  n e e d e d  o n  t h e  e x i s t i n g  D T I  i nc e n t i ve  sc h e me  f o r  

v a r i o u s  i n d u s t r y  s e c t o r s  a n d  t h e  p roposed  SEZ  incen t i ve  i n  t e rms  

o f  h o w  t h e y  w i l l  b e  i mp l e me n t e d  a n d  t h e i r  e x p e c t e d  c o s t  t o  t h e  

f i s c u s ,  a s  w e l l  a s  t h e  s u b s e q u e n t  p o t e n t i a l  i n c r e a s e  i n  t h e  t a x  

bu rden  on  o the r  bus ine s se s .   

6 .3  Summary  o f  F ind ings  

S E Z s  a l o n e  w i l l  n e v e r  b e  t h e  a n s w e r  t o  e v e ry  e c o n o m i c  p r o b l em.  F r o m 

t h e  v e r y  f i r s t  c h a p t e r ,  i t  w a s  c l e a r ly  i nd i ca t ed  t ha t  SEZs  shou ld  a lways  

j u s t  b e  o n e  o f  ma n y  t o o l s  u s e d  b y  h o s t  c o u n t r i e s  t o  p r o mo t e  t r a d e  a n d  

e c o n o mi c  d e v e l o p me n t  a n d  a t t r a c t  i n v e s t me n t .  C h a p t e r  2  s e t  o u t  t h e  

v a r i o u s  t y p e s  o f  z o n e  a n d ,  t a k i n g  i n t o  a c c o u n t  t h e  v a s t  r a n g e  o f  z o n e s ,  
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i t  i s  c l ea r  j u s t  h o w  s p e c i a l i s e d  t he s e  e c o no mi c  t o o l s  h a v e  b e c o me .  

E v e r y  m a j o r  t r a d i n g  p a r t n e r  o f  S ou t h  A f r i c a  b e n e f i t s  o n e  w a y  o r  

a n o t h e r  f r o m t h e s e  z o n e s ,  w h e t h e r  t h e y  i m p l e me n t  t h e s e  z o n e s  

t h e ms e l v e s ,  o r  a c t  a s  i n v e s t o r s  i n  f o r e i g n  z o n e s .   

C h a p t e r  3  b r o u g h t  t h e  c o n c e p t  o f  S E Z s  h o me .  I t  d i s c u s s e d  t h e  w a y  i n  

w h i c h  S o u t h  A f r i c a  i mp l e me n t e d  i t s  f i r s t  z o n e  a n d  h o w  S o u t h  A f r i c a  

w i s h e s  t o  i mp r o v e  o n  t h i s  t h r o u g h  t h e  t a b l i n g  o f  t h e  n e w  d r a f t  S E Z  B i l l  

a n d  P o l i c y .   

Chap t e r  4 ,  on  t he  o the r  hand ,  f ocused  on  t he  ma in  r ea son  fo r  zone  

i mp l e me n t a t i o n ,  n a me l y  a t t r a c t i n g  F DI .  A s  t h i s  c h a p t e r  i d e n t i f i e d ,  

t h e r e  i s  a  d i r e c t  c o r r e l a t i on  b e t we e n  S E Z s  a n d  F D I ,  a n d  c r e a t i n g  t h e  

i d e a l  i n v e s t me n t  e n v i r o n me n t  d e p e n d s ,  t o  a  l a r g e  e x t e n t ,  o n  t h e  w a y  

S o u t h  A f r i c a  a t t r a c t s  i n v e s t me n t ,  t h a t  i s ,  p r i ma r i l y  t h r o u g h  t h e  

p rov i s i on  o f  i ncen t i ve s .   

C h a p t e r  5  e x a mi n e d  c e r t a i n  i mp l i c a t i o n s  t ha t  n e e d  t o  b e  t a k e n  i n t o  

accoun t  be fo r e  economi c  zones  a r e  imp l e me n t e d  a n d  c e r t a i n  a d v a n t a g e s  

a n d  d i s a d v a n t a g e s  o f  zo n e s  w e r e  h i g h l i g h t e d .   

The  f i na l  chap t e r ,  chap t e r  6 ,  conc ludes  t he  s t udy  wi th  a  p roposed  

f r a mework  o f  be s t  p r ac t i c e s ,  f o r mu la t ed  by  t he  Wor ld  Bank ,  wh ich  

wou ld  s e t  a  benchmark  fo r  hos t  coun t r i e s  t o  cons ide r  and  wou ld ,  

f i n a l l y ,  de t e r mi n e  w h e t h e r  o r  n o t  S E Z s  s u c c e e d  o r  f a i l .  

6 . 4  Conc lud ing  Remarks  

I n  c o n c l u s i o n ,  n o t  o n l y  d o  S E Z s  w o r k ;  t hey  a r e  e s sen t i a l  f o r  a  coun t ry  

t o  a c h i e ve  i t s  d e ve l o p me n t a l  g o a l s .  H o w e v e r ,  t h i s  p a pe r  h a s  i de n t i f i e d  

c e r t a i n  ke y  f a c t o r s  w i t h ou t  w h i c h  S E Z  i m p l e me n t a t i o n  w o u l d  b e  

d o o me d  t o  f a i l .   

F i r s t l y ,  l o c a t i o n ,  l o c a t i on ,  l o c a t i o n ;  t h e  l o c a t i on  w o u l d  t h e n  

a u t o ma t i c a l l y  d e t e r mi n e  t h e  t y p e  o f  S E Z  t o  b e  u s e d .  S e c o n d l y ,  k n o w  

t h y  t r a d i n g  p a r t n e r s .  I t  i s  t h e r e fo r e  i mp o r t a n t  f o r  a  h o s t  c o u n t r y  t o  
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k n o w  w h o  i t s  c om p e t i t o r s  a n d / o r  p o t e n t i a l  i n v e s t o r s  a r e .  Th i r d l y ,  a  

c o mp r e h e n s i v e  i n v e s t o r  f r i e n d l y  l e g a l  and  po l i cy  f r amework  shou ld  be  

d r a w n  u p .  T h e  d r a f t  S E Z  B i l l  a n d  S E Z  p o l i c y  i n t e n d s  t o  e x p a n d  o n  t h e  

p r e v i o u s  M a n u fa c t u r i n g  D e v e l o p me n t  A c t ;  h o w e v e r ,  t he  d r a f t  B i l l  i s  

vague  and  no t  en t i r e l y  i n fo r ma t ive  l e a v i n g  a  g r e a t  d e a l  o f  r o o m  

i mp r o v e m e n t  i n  bo t h  t h e  p o l i c y  a nd  t h e  l e g a l  f r a me w o r k .  F o u r t h l y ,  

a t t r a c t i n g  F D I  i s  e s s e n t i a l  f o r  Sou th  Af r i c a .  Acco rd ing ly ,  zone  

i mp l e me n t a t i o n  r e l i e s  o n  t h e  p r o v i s i o n  o f  p r o p e r  i n ce n t i v e s  t o  a t t r a c t  

i n v e s t o r s  t o  s e t  u p  s h o p .  H o w e v e r ,  a s  y e t  S o u t h  A f r i c a  d o e s  n o t  h a v e  a  

c o mpr e h e n s i v e  i n c e n t i v e  p a c k a g e .  T o  a c c o m m o d a t e  p o t e n t i a l  i n v e s t o r s ,  

t h e  D r a f t  B i l l  s h ou l d  t h e r e fo r e  l i s t  a l l  i n c en t i v e s  a pp l i c a b l e  t o  t h e  

r e l evan t  zones .  F i f t h ly ,  a  p rope r  c o s t - b e n e f i t  a n a l y s i s  s h o u l d  b e  

c o n d u c t e d .  O w i n g  t o  t h e  e n o r m o u s  expense s  connec t ed  t o  SEZ  

d e v e l o p m e n t ,  h o s t  c o u n t r i e s  s h o u l d  b e  e x t r e me l y  c a r e f u l  t h a t  t h e i r  

e x p e c t a t i o n s  d o  n o t  e x c e e d  t h e i r  a b i l i t i e s .  L a s t l y ,  SE Z s  h a v e  b e e n  

a r o u n d  f o r  a p p r o x i ma t e l y  6 0  y e a r s .  B e f o r e  i mp l e me n t a t i o n ,  h o s t  

c o u n t r i e s  s h o u l d  t a k e  i n t o  a c c o u n t  t he  “ b e s t  p r a c t i c e s ”  a s s o c i a t e d  w i t h  

S E Z  d e v e l o p me n t .  T h e r e f o r e ,  a s  a  l a s t  c o n c l u d i n g  r ema r k ,  t h i s  p a p e r  

w i l l  c o n c l u d e  w i t h  a  c o mpr e h e n s i v e  l i s t  o f  b es t  p r ac t i c e s  t h a t  s h ou l d  b e  

cons ide r ed  when  imp lemen t i ng  an  SEZ .   

6 . 5  S p e c i a l  Ec o n o m i c  Zo n e s  a s  D e mons tra tors  o f  Bes t  Prac t i ce s  

T h e  F o r e i g n  I n v e s t me n t  A d v i s o r y  S e r v i c e  e x a mi n e d  t h e  l a s t  3 0  ye a r s  o f  

S E Z  e x p e r i e nc e ,  r e v i e w i ng  d e v e l op me n t  p a t t e r n s  a nd  t h e  e c o n o mi c  

i mp a c t  o f  t h e s e  z on e s  w o r l dwi d e . 241 Th rough  t he se  “ l e s sons  l e a rn t ”  t hey  

h a v e  d r awn  u p  a  l i s t  o f  b es t  p r a c t i ce s  t h a t  w i l l  be n e f i c i a l  t o  an y  S E Z  

deve lope r .  

6 .5 .1  Zo ne  Concept s  
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B e s t  p r a c t i c e  s u g ge s t s  t ha t  a n  S E Z  m o d e l  w i t h  t h e  fo l l o w i n g  f e a t u re s  

b e  a d o p t e d : 242 

  P e r mi t  i n d u s t r i a l  e s t a t e s  t o  h o s t  SEZ  en t e rp r i s e s  a s  we l l  a s  t hose  

l i c e n s e d  u n d e r  o t h e r  r e g i me s .  T h e  p r e f e r r e d  a p p r o a c h  i s  t o  a l l o w  

a l l  en t e rp r i s e s  t o  co - l oca t e  w i t h i n  t h e  s a me  a r e a ,  a l t h o u g h  t h e  

d e v e l o p m e n t  o f  s e p a r a t e l y  f e nc e d - o f f  a r e a s  s o l e l y  f o r  z o n e  

e n t e r p r i s e s  i s  a n  a c c e p t a b l e  a p p r o a c h .  

  E n s u r e  t h a t  t h e  S E Z  r e g i me  i s  f l e x i b l e ,  a l l o w i n g  a  r a n g e  o f  

c o m m e r c i a l  a s  w e l l  a s  ma n u fa c t u r i n g  ac t i v i t i e s .  I f  p r o p e r l y  

s u p e r v i s e d ,  a  s e p a r a t e  c o m m e r c i a l  z o n e  r e g i me  i s  n o t  r e q u i r e d .  

  Promote  p r i va t e  r a the r  t han  p u b l i c  d e v e l o p me n t  o f  z o n e s .  

I n t e r n a t i o n a l  e x p e r i e nc e  s u g g e s t s  t h a t  t h i s  t y p e  o f  z o n e  

d e v e l o p m e n t  i n c r e a s e s  t h e  c h a n c e s  o f  s u c c e s s .   

6 . 5 . 2  C o r e  P o l i c y  F r a m e wo r k  

T h e  k e y  e l e me n t s  o f  a  b e s t  p r a c t i c e  p o l i c y  f r a me w o r k  i n c l u d e  t h e  

fo l l o w i n g : 243 

  I n  t e r ms  o f  t h e  c o n c e p t  o f  e x t r a - t e r r i t o r i a l i t y ,  a s  d e f i n e d  i n  t h e  

R e v i s e d  K y o t o  C o n v e n t i o n ,  S E Z s  s h o u l d  b e  t r e a t e d  a s  b e i n g  

o u t s i d e  t h e  d o me s t i c  c u s t o ms  t e r r i t o r y ,  b u t  s h o u l d  b e  e l i g i b l e  f o r  

n a t i o n a l  c e r t i f i c a t e s  o f  o r i g i n  a nd  t o  p a r t i c i p a t e  i n  t r a d e  a nd  

ma r k e t  a c c e s s  a g r e e me n t s .  

  P r i v a t e  zo n e s ,  b en e f i t s ,  ob l i g a t i ons ,  r i gh t s  and  pub l i c–p r iva t e  

pa r t ne r sh ip s  f o r  zone  deve lopme n t  a r e  c l e a r l y  d e f i n e d .  Wh e r e  

g o v e r n me n t - r u n  z o n e s  e x i s t ,  t h e  l e g a l  f r a me wo r k  s h o u l d  e n s u r e  

t h a t  c o m p e t i t i o n  a mo n g  p r i v a t e  a nd  pub l i c  zones  i s  on  a  l eve l  

p l a y i n g  f i e l d  a n d  t h a t  p u b l i c  z o n es  do  no t  have  un fa i r  advan t ages  

( s u b s i d i e s )  t h a t  u n d e r c u t  p r i v a t e  p ro j ec t s .  The  r e spec t i ve  r i gh t s ,  
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r e s p o n s i b i l i t i e s  a n d  o b l i g a t i o n s  o f  gove rnme n t  and  t he  p r i va t e  

s e c t o r  n e e d  t o  b e  d e f i n e d  t o  e n a b l e  p a r t n e r s h i p s  f o r  z o n e  

deve lopmen t .  

  Zone  de s igna t i on  c r i t e r i a  –  phys i c a l  d e v e l o p me n t  s t a n d a r d s  a n d  

c l e a r  c r i t e r i a  f o r  t h e  d e s i g na t i o n  o f  n e w  z o n e s  a r e  p u t  i n  p l a c e .  

Gene ra l l y ,  ba s i c  c r i t e r i a  i nc lude  z o n e  d e s i g n  a n d  e n v i r o n me n t a l  

s t a n d a r ds ,  t h e  f i na n c i a l  a nd  t e c h n i c a l  t r a c k  r e c o r d  o f  t h e  z o ne  

d e v e l o p m e n t  g r o u p ,  a n d  mi n i mu m  e q u i t y  r e q u i r e m e n t s  b y  t h e  

z o n e  d e v e l o p e r .  T h e  o b j e c t i v e  i s  t o  gu ide ,  bu t  p r e se rve ,  t he  

f l e x i b i l i t y  o f  i n d i v i d u a l  z o n e  d e v e l o p me n t  p r o p o s a l s ,  w h i l e  

o p t i mi s i n g  t h e  i m p a c t  o n  g o v e r n me n t  f u n d i n g  f o r  o f f - s i t e  

i n f r a s t r uc t u r e  c o n ne c t i o ns .  

  E l i g i b i l i t y  c r i t e r i a  –  t h e  o p e n n e s s  o f  a n  S E Z  r e g i me  i s  d e f i n e d  i n  

t e r ms  o f  mi n i mu m  e x p o r t  r e q u i r e me n t s  a n d  t h e  t y p e s  o f  a c t i v i t y  

a n d  o w n er s h i p  fo rms  p e r mi t t e d .  T h e  b e s t  a p pr o a c h  i s  t o  ma x i mi s e  

t h e  f l e x i b i l i t y  o f  t h e  r e g i me  b y  r e mo v i n g  mi n i mu m  e x p o r t  

o b l i g a t i on s ;  b r o a de n i n g  t h e  r a n g e  o f  e l i g i b l e  a c t i v i t i e s ;  r e mo v i n g  

a n y  o w n e r s h i p  r e s t r i c t i o n s ;  e n s u r i n g  e q u a l  t r e a t me n t  o f  f o r e i g n  

a n d  d o m e s t i c  i n v e s t me n t s ;  a n d  i n su r ing  t ha t  i nd i r ec t  expo r t e r  

b e n e f i t s  a n d  p r i v i l e g e s  a r e  g i v e n  t o  f i r ms  i n  t he  d o me s t i c  c u s t o ms  

t e r r i t o r y  t h a t  s u p p l y  g o o d s  an d  s e r v i c e s  t o  z o n e - b a s e d  

e n t e r p r i s e s .   

  L a b o u r  r e g i me  –  i n t e r n a t i o n a l  ex p e r i e n c e  s t r o n g l y  s u g g e s t s  t h a t  

t h e  l o n g- t e r m c o m p e t i t i v e ne s s  o f  a  z o n e  d e p e n d s  o n  t h e  q u a l i t y  

a n d  p r o d u c t i v i t y  o f  i t s  w or k e r s .  T o  a c h i e v e  t h i s ,  i t  i s  i mp o r t a n t  

t h a t  l a b o u r  r e g i me s  a r e  f u l l y  c o n s i s t e n t  w i t h  I L O  s t a n d a r d s  a n d  

o b l i g a t i o n s ,  i n c l u d i n g  c o r e  r i g h t s  o f  a s s e mb l y ,  o r g a n i s a t i o n  a n d  

co l l e c t i ve  ba rga in ing .  A t  t he  s ame  t ime ,  t he r e  shou ld  be  t he  

o p p o r t u n i t y  f o r  f r e e l y  n e g o t i a t ed  l abou r  p roduc t i v i t y  packages  

w i t h i n  z o n e s  a n d  a  g e n e r a l l y  f l e x i b l e  a n d  l i b e r a l  l a b o u r  ma r k e t  

r e g u l a t o ry  f r a me w o r k .  A d d i t i o na l l y ,  t he  fo r e i g n  w o r k e r  
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e mp l o y m e n t  r e g i me  s h o u l d  b e  t r a n s p a r e n t ,  y e t  d i s c o u r a ge  

e x c e s s i v e  d e p e n d e n c e  o n  f o r e i g n  w o r k e r s  a t  t he  e x p e n s e  o f  

d o me s t i c  o n e s .    

6 . 5 . 3  I n c e n t i v e  F r a m e w o r k  

The  fo l l owing  a r e  gu ide l i ne s  f o r  t he  de s ign  o f  an  SEZ  incen t i ve  

f r a mework : 244 

  L e v e r a g e  t h e  i n t r o d u c t i o n  o r  r e f o r m o f  z o n e  r e g i me s  a s  a n  

o p p o r t u n i t y  t o  r a t i o n a l i s e  i n c o me  t ax  i ncen t i ve s .  I dea l l y ,  t h i s  

w o u l d  r e s u l t  i n  t h e  h a r m o n i s a t i o n  o f  z o n e  c o r p o r a t e  i n c o me  

t a x a t i o n  p o l i c i e s ,  o r  a t  l e a s t  ma k e  z o n e  e n t e r p r i s e  t a x a t i o n  

c o mpa r a b l e  t o  t h a t  o f  p r omo t e d  i ndus t r i e s .  The  be s t  p r ac t i c e  

a p p r o a c h  f o r  i n c o me  t a x  i n c e n t i ve s  i s  t o  h a v e  p e r f o r ma n c e - b a s e d  

i n c e n t i v e s  w i t h i n  a  c o u n t r y ’ s  t a x  c o d e  r a t h e r  t h a n  t h rough  spec i a l  

l eg i s l a t i on  such  a s  SEZ  r eg ime s .  

  U s e  z o n e  r e g i me s  t o  a d v a n c e  d e - mo n o p o l i s a t i o n  a n d  d e r e g u l a t i o n  

o f  t e l e c o m m u n i c a t i o n s  a n d  o t h e r  u t i l i t i e s  w h er e  a p p l i ca b l e .   

  D e s i g n  an  i n c e n t i v e  f r a me w o r k  t h a t  i s  WT O  c o mpl i a n t .  T h i s  i s  

b e s t  d o n e  b y  r e mo v i n g  a n y  e x p o r t  o b l i g a t i o n s  a n d  a l l o w i n g  z o n e  

e n t e r p r i s e s  fu l l  a c c e s s  t o  t h e  d o me s t i c  ma r k e t  o n  a  d u t y  p a i d  

b a s i s .  

6 . 5 . 4  R e g u l a t o r y  F r a m e wo r k  

T h e  f o l l o w i n g  a r e  k e y  g u i d e l i n e s  f o r  t he  d e v e l o p me n t  o f  a  b e s t  p r a c t i c e  

zone  r egu l a to ry  f r ame work : 245 

  P u t  i n  p l a c e  s t r e a ml i n e d  p r o c e d u r e s  f o r  b u s i ne s s  r e g i s t r a t i o n  t h a t  

e mb o d y  a  s i mp l e  d e c l a r a t i v e  i n v es t me n t  r e g i s t r a t i o n  s y s t e m  

r a the r  t han  any  so r t  o f  i nves tmen t  a p p r o v a l  r e g i me .  K e y  e l e me n t s  

i n c l u d e  ap p l i c a t i on  t o  a  s i n g l e  g o v e r n me n t  o f f i c e  t h a t  p r o v i d e s  
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t h e  l i c enc e ;  p r omu l g a t i on  o f  a  n e g a t i ve  l i s t  o f  i n e l i g i b l e  

a c t i v i t i e s  a n d  o t h e r  e x p l i c i t  c r i t e r i a  f o r  a p p r o v a l  o r  d e n i a l ;  a n d  a  

d e fa u l t  c l a u s e  a u t h o r i s i n g  a u t o ma t i c  a p p r o v a l  o f  t h e  ap p l i c a t i on  

i f  no  ru l i ng  ha s  been  i s sued  w i t h i n  t h e  r e v i e w  p e r i o d .  

  F a c i l i t a t e  p r o v i s i o n  o f  s e c o n d a r y  p e r mi t s  a n d  a u t h o r i s a t i o n s .  

A d d i t i o na l  p e r mi t s ,  l a n d ,  b u i l d i n gs ,  l a b o u r ,  h e a l t h  a n d  s a f e t y ,  

and  so  on ,  c an  be  f ac i l i t a t ed  by  ve s t i n g  a l l  s u c h  au t h o r i sa t i o n  

w i t h  t h e  z o n e  a u t h o r i t y  r a t h e r  t h a n  w i t h  o t h e r  mi n i s t r i e s  o r  

a g e n c i e s .  T h e  z on e  a u t h or i t y  s h o u l d  h a v e  o f f i c e s  w i t h i n  ea c h  

z o n e  t o  pe r f o r m t h e s e  s e r v i c e s .  

  D e v e l o p  s p e c i a l  c u s t o ms  r u l e s  and  r egu l a t i ons  d r awing  on  WCO 

a n d  WTO  p r o v i s i o n s ,  a n d  f a s t  t r a c k  i mp l e me n t a t i o n  o f  a u t o ma t e d  

c u s t o ms  s y s t e ms ,  w i t h  p r o p e r  i nven to ry  con t ro l s  and  aud i t  

s y s t e ms ,  w i t h i n  t he  S E Z s .  

5 . 4 . 5  I n s t i t u t i o n a l  F r a m e wo r k  

Good  p r ac t i c e  gu ide l i ne s  f o r  t he  d e v e l o p me n t  o f  a n  e f f e c t i v e  

i n s t i t u t i o n a l  f r a me wo r k  e n s u r e  t h e  f o l l o w i n g : 246 

  S u f f i c i e n t  a u t o n o m y  o f  t h e  z o n e  a u t h o r i t y ,  p a r t i c u l a r l y  o v e r  

s t a f f i n g ,  b u d g e t s ,  s p e n d i n g  a n d  p o l i c y ma k i n g .  

  A d e q u a t e  a u t h o r i t y  b y  c o n s t i t u t i n g  a n  i n d e p e n d e n t  b o a r d  

c o mp r i s e d  o f  k e y  g o v e r n me n t  m i n i s t e r s  and  p r i va t e  s ec to r  

r e p r e s e n t a t i v e s  r e p o r t i n g  t o  t he  h i g h e s t  l e v e l  o f  g o v e r n me n t .  

I d e a l l y ,  a l l o w  p r i v a t e  s e c t o r  r e p r e se n t a t i v e s  t o  c o n s t i t u t e  t he  

ma j o r i t y  o f  b o a r d  me mb e r s h i p  t o  e n s u r e  f l e x i b i l i t y ,  r e s u l t s  

o r i en t a t i on  and  cus tomer  foc us .   

  A one - s top - shop  app roach  t h rough  l e g i s l a t i o n  t h a t  p r o v i d e s  t h e  

b o d y  w i t h  s i n g l e  p o i n t  a u t h o r i t y  o ve r  o t h e r  g o v e r n me n t  a g e n c i e s  

i n  c o r e  a r e a s .  
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  T h e  z o n e  e n t i t y  d e l e g a t e s ,  o u t s o u rc e s  a n d  p r i v a t i s e s  a s  ma n y  n o n -

co re  func t i ons  and  s e rv i ce s  a s  pos s ib l e  t o  f ocus  on  co re  

a c t i v i t i e s .   

5 . 4 . 6  P h y s i c a l  D e v e l o p m e n t  a n d  M a n a g e m e n t  

T h e  f o l l o w i n g  a r e  b e s t  p r a c t i c e  g u i d e l i n e s  f o r  t h e  p h y s i c a l  d e v e l o p me n t  

o f  z o n e s : 247 

  I mp l e me n t  l a n d  u s e  p l a n n i n g  a n d  zon ing  e f fo r t s  i n  de f i ned  a r ea s  

f o r  i n d u s t r i a l  a n d  c o m m e r c i a l  d e v e l op me n t  t o  g u i d e  t h e  a c t i o n s  o f  

p r i va t e  deve lope r s .  

  D e v e l o p  z o n e  d e s i g n a t i o n  c r i t e r i a  i n  t h e  z o n e  l a w  a n d  

i mp l e me n t i n g  r e g u l a t i o n s  t o  e nsu r e  t ha t  p r i va t e  zones  a r e  

c o n v e n i e n t l y  l o c a t e d  a n d  mi n i mi s e  o f f - s i t e  i n f r a s t r u c t u r e  

deve lopmen t  expend i t u r e s  o f  gove rnmen t .  

  Es tab l i sh  a  l and  u se  p l ann ing  and  i n f r a s t r u c t u r e  d e v e l op me n t  u n i t  

i n  t h e  g o v e r n me n t  t o  e n s u r e  a d e q u a t e  s u p p o r t  o f  o f f - s i t e  

i n f r a s t r uc t u r e  p r o v i s i o n .  

                                                            
247 Ib id .  57.  
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