coomerste ooraiinstion
economic tion
pelicies of lale
President Ziaur Rahman, the

980,

and protection ol private

investments. As pgr
these acts, BEPZA, an
autonomous statutory body
came into existence in 1983

ittes of sctting up og:t
Export Processing s

in the country. The ob-
jective for setting up EPZs was
to provide investors with a

investment climate

free from excessive procedural

complications. Accordingly,
the Chi EPZ, the [lirsl
EPZ in , was estab-
lished at Patenga in the port
city of Chit and it be-
came fully in 1984
Development of another EPZ at

Savar, Dhaka (Dhaka EPrZ) is

ing fast and it (s
Eh:g to become opcrational by
the end of 1992,

Facilities and Incentives

The ECNEC at a mecting
held on March 19, 1981 pre-
scribed setting up of three
types of industries in the EPZs.
Type ‘A’ — 100% [orcign
owned, including investment
by Bangladcshi nationals ordi-
narily resident abroad. Type ‘B’
— Joint Venture Projects be-
tween foreign and Bangladeshi
entreprencurs. Type 'C' —

NAFTA —

100% DBangladeshi en-
treprencurs resident iIn

:mmmm-

tive) list of industries which
can be set up in the EPZs in-
cludces garments,
texttle p ts, electronic
/electrical goods, houschold
Muings. modical/ blological in-
siruments, optical items,
leather tech products,
aircraft instruments, engincer-
ing products, measuring in-
struments, laboratory ftems,

printing and ing, stone
culling/ ing, do-ft-your-
scil tools, plastic pmd,\'.::t

pharmaccuticals, jute based
industry, footwear, furniture,
sport . leather products,
udxi;uumtn. toys and
jewellery.

The fiscal incentives pro-
vided al EPZ for various cate-

rics of investors include: (a)

lloliday for 10 years, (b)
Duty-frece import of machinery,
ipment and raw materials,

Duty-free export of manu-
facturcd goods, (d) Relief from
doublic taxation subject to bi-
lateral agreements, (e)
thu exemption from div-
id tax for foreign nationals
during tax holiday period.

The non-fiscal incentives
offcred include: (a) Protection
by law to all foreign
investments, (b) No ceiling on
investmentls, (c) ull
repatriation of profit and
capital, (d) Exemption from
1m'rort policy restrictions, (c)
Ofl-shore banking lacilities, (I)
Relocation of existin
indusirics from abroad,
Onec window scrvice by BEPZA

Yes, It

Will Hit Asia

by Alan Chalkley

The North American Free Trade Area, now being
devised by the US, Canada and Mexico, is bound to
affect the economic of many Asian countries — but it
will create opportunities as well as problems,

HONG KONG : The forging
of a free trade pact between
three nations which stretch
from the frozen Yukon to the
steamy Yucatan peninsula is an
epochal development politi-
cally. But what other countries
want to know is: what will be
the economic eflfects — for us?

Canada and the US have
pledged to remove trade barri-
ers by 1998, and negotiations
with Mexico are aimed at a
similar timetable. When for-
med, this - North ‘American
Free Trade Arca (NAFTA) will
have a population of over 360
million people.

The nations concerned have
not always been [riends. When
the American colonists re-
belled against Mother
200 years ago, the British in
Canada refused to join them,
and there was great tcnsfon
between the two pioncer na-
tions.

Over 150 years ago, Mexico
and the US came to blows: at
the famous battle of the Alamo
is San Antonio, the Yankee
heroes were defeated, and
Mexico nearly took over Texas
for good. And 60 after
that, the Spmhz-mrit:an
War gave America its Phili-
ppine and Cuban “colonies”
and raised a US political
*umbrella® over Latin America.

Today, US trade with
Canada is enormous, as might
well be expected. In 1990 US
exports to Canada were worth
US884 billlon and imports
from Canada worth US$01 bil-
lion; the total trade both wa
was one-fifth of all US trui:
Canada’s export surplus arises
from the fact that the US buys
more raw materials (including
ofl) from its r than it
sells manufactured goods, for
which Canada is a relatively
small market.

Trade with Mexico is a dif-
ferent matter, al the US
runs a small deficit with its
southern neighbour, too. Total
trade accounts for only 7.5 per
cent of the US total, but ft is

rising much [aster than the
Canadian connection.

The US buys raw materials
from Mexico (including ofl),
but each year it buys more and
more manufactured goods.
There is also a mounting out-
flow of cash remittances to
Mexico, sent by large numbers

vehicles have more than dou-
bled in the last five years.

What, then, are likely to be
the effects of the giant three-
cornered North American
trade pact on Asia's foreign
trade and payments? Clearly,
they could be significant, even
seriously adverse.

US trade with Asia has been
relatively static in recent
— {t totals about US$240 bil-
lion both ways now. Japan runs
a US$40 billion surplus in this
trade, and this is a cause of
much r in American cir-
cles. China, Taiwan and Korea
record large surpluses, too,
and overall Asia sells about
USSB80 billion more to the US
than it imports (the gap was
shrinking in 1990, but only

slowly).

A surplus in goods can, of
course, be counterbalanced by
an outflow of investment in the
other direction — but the US is
not now the big investor in
Asia. Indeed, it is not a big in-
vestor anywhere abroad any
longer, and so trade deficits
have to be financed by drains
on the US reserves {(which are
now, In fact, a negative fig-
urel).

In 1988, Asian trade with
American was overwhelmingly
in manufactured goods. In raw
materials, the region sells the
US only rubber, tin and some
vegetable ofls in declining
quantities; the big values are
in Asian exports which run
from ships to zips, from cars
to computers to clothing.-The
newly-industrialising
cconomies of East Asia have
been especially successful in
the US market.

During this last decade,
America's trade deficit with
Asia has soared and then fallen
back again. US exports to
South Korea have climbed 180
per cent, but the deficit is still
14 times its 1981 level.

Taiwan has seen both its ex-
ports and imports to the US
rise 160 per cent, but the
trade deficit stays high. In

1981, Japan sold US818 bil-
lfon more s to the US
than it t — by 1990 the

gxh-dgmwn,to US$41 bil-

In 1990, the trade gap with
the whole of Asia was running
at over US$80 billion a year,
and no nation can sustain such
a drain on its reserves for long.

It is obvious that North
America will cut back severely
on Asian imports, in one way
or another.

This can be accomplished
by higher import duties, phys-
ical import barriers, devalua-
tion of the U§ dollar against
Asian currencies, protection of
US domestic competitors —
and any combination ef those

programme, Security and
salcguards multinational
investiment lee agency
(MIGA) and Arbitration fa-

Chittagong EPZ include:
Telex, Fax and ser-
vices connected salcl-

through
lite sysicm, (b) adequate rail,
road, river, sea and air com-
munication, (c) infrastructural
facilitics provided by BEPZA,
(dl support services available
at EPZ include customs office,
post office, banking facilitics,
medical centre, fire station,

police station, fe) utility ser-
vices such as water, power and

Elh::rphnd at a nominal mie,
and factory buflding on
lcase or rent (minimal charge)
and warchousc facilitics

available, (g BEPZA vested
with administration of labour
matters for enterprises within
EPZ. The labour laws are pro-
duction oricnted and forbid
formation of labour unifons in-
side EPZ. The working hours
arc 48 hours a week (6 days a
week) and the wages (USS 22
per month for Apprentice and
USS 68 per month for skilled
workers) are astronomically
low compared to intcrnational
standards, (h) CEPZ has a
round-the-clock security
watch secrvice which ensures

for indus- all infrastructural facilities are
trics located its bound- leased out to in-
ary vestors at such rates and on
such terms as determined
Mh"" g g pioarge s s
Pre "* warchouses, bufldi
In pursuance of government ¢ (litfes, transport an

shipping route.
services for foreign
such as excellent trans-
communication nct-
banking and tele-com-
tion facilities, access
med

force in varfous trades.

CEPZ 1s located about 2.41
kms from the principal sea
port of the country, 5.63 kms
from the main business centre
of Chitiagong and 7.24 kms

from Chittagong Airport. The
Master Plan of CEPZ

an area of 256 hectares to be
developed in a phase-wise
manner. An arca covering 167
hectares has already been de-
veloped and another 16.2
hectares of land would soon be
acquired. Plans exist for a sec-
ond EPZ at Chit not far
from the existing L with an
arca of 4056 hectares,
Presently, the number of
industrial plots available for
lease at C is 430. Fully de-
veloped industrial plots with

DEPTHews |

measures.

Many benefits will clearly go
to Mexico, as well as a number
of other Latin American and
Caribbean countries which can
establish low-cost industries,
and with which the US wishes
to maintain friendly relations.
And Canada's manufacturing

power will be strengthened by
the new pact, too.

But there i{s some good
news. Canada has been through
a bad depression (the economy
will barely grow at all this
‘year), but it is now clearly on
an upturn. Mexico has also had
very bad times, and its foreign
debt burden is still high — but
recent administrations there
have acted firmly and inge-
niously. Mexico's trade is di-
versifying, its credit is much
improved, and it has been

N ISSAN Motor, the
Japanese car company,
has joined the list of
vehicle makers to have
developed prototype electric
cars with possible commercial
potential.

The centrepiece of Nissan's
car is a lightweight, nickle-
cadmium battery claimed to
recharge in 156 minutes.

Nissan says this is about a
quarter of the time needed for
conventional systems, although
few manufacturers would re-
gard a one-hour recharge of
conventional systems to be

E;mplu‘hh with long battery

The potential demand for a
practical and economic elec-
tric car is huge because the
cars cause no local pollution.
Nissan is sufficiently confident
with its own progress in this
area to suggest that the prin-
cipal obstacle to popularising
its car is the lack of a support-
ing infrastructure of recharg-
ing stations.

*If we could set up a net
work of recharging stations,
then the problem o? the cruis-
ing range could be solved,®
says Mr Toyokazu Ishida, man-

ager of Nissan's corporate

communications.
In Japan, this would also
require

slative change to

called a “Latin American

dragon.”

For Asia, the reassuring
aspect to this recovery, and to
the economic growth and
prosperity which the new Free
Trade Area should foster, is
that the boom will create de-
mands and opportunities — for
those countries adaptatle
enough to seize the new chan-
ces. There may well be
restrictions; there will also be
openings — highly profitable
ones,

Total world trade is still
buoyant (it rose 6 per cent last
ycar, even as economies
weakened) and so there is a
bigger “pie” to share by every
trading nation. New markets
beckon in Eastern Europe and
China, for example. All is not

lost.
— Depthnews Asia

authorise secondary vendors of
electricity.

The capabilities of the car
are certainly impressive.
Battery weight has been cut
roughly in half, compared
ﬂm‘otiwr simfilar cars, Il.:r 200
kilogrammes, and the cruising

telecommunication facilities,
cic are readfly avaflable within
the CEPZ conflines at a very

cheap rate.

Past Performance of CEPZ

As of May 18, 1991, 72 in-
dustries belonging to 12 coun-
tries and & total invest-
ment outlay of USS 470.83
million were sanctioned by
BEPZA. Of these, 38 industries
with a total investment outlay
of USS 43.268 million were
actually in operation. The em-
ployment figure for these in-
dustrics was 9,639. Amongst
the participating countries
Japan topped the list (22.80%
of total investment) followed

South Korea (17.03%),
Bangladesh (16.77%), USA
(13.77%), Singapore (11.72%)
and Hong Kong(8.78%). In
terms of employment genera-

tion South Korea the
list (2460 employeces)
by Hong Kong (1913).

The sanctioned industries
in CEPZ include ts,

textiles, and fabrics, electron-
ics, leather, footwear, watch,
artificial flower, plastic prod-
ucts, automobile parts, con-
struction equipments, sports
gcar, lens, packaging. steel
chain, reflined sugar, fishing
equipment, fcriflizer, stullced
toys and reconditioned car. As
of March 15, 1991, calcgory-

ITHIN three months

of assu power,

the government of
Prime Minister Narashimha
Rao has introduced economic
changes which are
impressively concrete and
positive when co with
the superficial ideas and
indecisive actions of previous
administrations.

Much of the credit must go
to the Finance Minister, Dr
Manmohan Singh, a man
widely regarded as patriotic,
honest and — for a politiclan —
forth-right. Since assuming of-
fice he has made a worthwhile
start on achicving three objec-
tives: attracting back to India
capital from nationals Hving
oversecas; attracting foreign in-
dustrial investment; end-
ing an obstructive system of
industrial licensing which has
retarded economic growth for
decades.

Unfortunately, there is little
or no sign yet that the gov-
ernment is steeling itself to
tackle the most da eco-
nomic anomaly of all: the un-
controlled and massive size of
a largely inefllicient civil ser-
vice an unproductive
"Sacred Cow” if ever there was
one.

Initially, the Finance
Minister showed considerable
courage in ordering two suc-

| cessive devaluations of the ru-

pee. The eflect of these steps
will be to help bring in large
sums of "hot money” from non-
resident Indians, known as
NRIs. They have long beé¢n
waiting for just such a sensible
move by the authorities.

Later, when he introduced
his budget proposals, Dr Singh
also announced changes in in-
dustrial policy. From now on,
foreign companies and multi-
nationals could hold up to 51
per cent of the sharcholding in
a commercial or industrial en-
lerprise in India. The previous
limit, 40 per cent, effectively
deterred overseas en-
trepreneurs [rom contributing
to industrial growth.

Simultaneously, he an-

nounced the abolition of indus-
trial licensing — except as ap-
plied to a few strategic indus-

Electric Car Race
(Gathers Pace

Nissan prototype of its Future Electric Vehicle

range extended to 250km at
40km per hour on one battery
charge. The total weight of the
car is 900kg.

For the truly impatient, the
battery, which was developed
jointly with Japan Storage bat-
tery, can also be 40 per cent

. a top a 8

March 9] with an investment
outlay of USS 8.485 million
and employment generation
for 4197 workers. In terms of
investment oullay garments is
followed by fishing and gelf
equipment (USS 6.263 mil-
lion), textiles (USS 6.118 mil-
lion), least and servicin

(USs 5.00 ), shoe

4.72 million), electronics (USS
3.086 million), te towe|
(USS 2.801 million), steel
chain (US$ |.50 million) and

bag/bag packs (USS 1.00 mil-
hon).

Processing Zone
Dhaka Export Proccssi

Zone (DEPZ) s the

EPZ being sct up by BEPZA
which s to become op-
erational by the end of 1992. It
is located at Savar, 38 kms
away [rom both Dhaka city
centre and the Zia
International Airport, and (s

Factory building.
warchouse [acilities, utilties,
etc. will be avaflable at nominal

charge.
Nincty industrics are

electirical /electronic
units, leather and related in-
dustries, specialised textiles,
high-tcch enginccring goods,
and jewel units. The em-
phasis at DEPZ will be mostly
on high-tech elec-
tronic /clectrical . The

The Fourth Five Year Plan
(1990-96) cnvisages an cx-
penditure of Tk. 288 crore,

India Begins
to Restructure
its Industry

by Prakash Chandra

The ending of a restrictive licensing system for
industrial enterprises is one of several significant
economic changes initiated recently by India's

Minister of Finance.

trics. And this move should
also be welcomed, and acted
on, by many multinationals.

Not only has a door been
opencd for foreign investmént,
the system of licensing was the
hallmark of discredited collec-
tivist policies. For 40
New Delhi took its economic
cucs from Moscow, following a
trail that led to ca for
the USSR. At long last India's
cconomic planners are being
obliged to retrace their steps.

The budget included sharp
price increases for luxury
s like cars, ref tors,
TV scts and VCRs. Both petrol
and fertilisers have become
dearer. ;
Dcspite fears of double-digit
inflation developing next year
as a result of the price rises,
the budget was generally wel-
comed by the business com-
munity — especially the deci-
sion that personal taxation
should not be raised.

A leading stockbroker on
the Bombay exchange, Mr
Vallabh, said that both the in-
dustrial policy and the budget
were "better than expected.”
According to a banker, Mr N
Jaya Kumar, overseas Indians
would now be encouraged to
repatriate their money through
proper channels rather than
unofficial traders.

As expected, the
Communists were strongly

recharged in six minutes. The
details of the battery operation
are still a commercial secret.

With two passengers, the
car can acceclerate to 400 me-
ters in 30 seconds, and reach
of 120km per
hour. These specifications are
not very different from small

petrol-powered cars.

Nissan designed the vehi-
cle, which it calls Future
Electric Vehicle or FEV, from
scratch with the aim of in-
creasing useable interior
space, reducing weight, and
lowering driving resistance.

The floor of the vehicle is
flat. It can accommodate four
passengers ahd also has a boot.

Nissan has set up a research
group with Tokyo Electric
Power and Japan Storage
Dattery to study how to set up
the infrastructure needed to
popularise the cars.

In the meantime, it is con-
tinuing research that would
make the battery still lighter
and further increase the cruis-
ing range. It is also looking
into producing limited runs of
the cars for special uees — for
example, at resorts or for
hotels. Fr

sclling out to the International
Monectary Fund and the World
Bank; the new industrial policy
as "an aflfront to the patriotic
sentiments of the Indian
people.” Both India's economie
sovereignty and the of
sell-relfance had been bad
impaired, the Communists al-
leged.

In the light of these devel-
opments, it is interes to
loock back to the :ugr:mlc
ideas, such as they were, of
Rajiv Gandhi — who would now
of course, but for the outrage
of his murder, almost certainly
be heading the government.

and
available (acilities and
tives, EPZ in Bangladesh has

su even its predeces-
sors in fellow Astan countries.

Like his mother, Mrs Indira

Gandhi. he was not well versed
in economics and had few pre-

cise aims. He » frecly, but
l.‘uly, of and
technical change — for exam-
ple, through computerisation.

ing bureaucracy. And it is still
far from clear whether the

and the various ts
and divisions of the Treas
The size and cost of the

Fuhlk: Serve arc awesome.
oreigners who visit New Delhi
are astounded at the magni-
tude of the bureaucracy with
which a so-called poor country

is i
'%bdpwmmnl is rich

and the people poor.” That's
been the traditional comment
of visiting observers, and of lo-
cals, too. If's a comment that
still holds good.

Kiwifruit : China

Sees an Opening

by Ni Lu

A native fruit, the marketing of which oneered
mmmnnwmiﬁnmwﬁﬁwmm |

country of

ATIVE to China but
N long neglected there,

the kiwifruit has caught
the attention of its homeland.

With an on the lucrative
internatio kiwifruit trade,
up till now dominated by New
Zealand, China hopes to attract
local tastes first. And with its
vast storehouse of kiwifruit va-
ricties China hopes to develop
local varieties into world-class
exports.

The Chinese gooseberry —
named kiwifruit by New
Zealand after the flightless
bird found there — originated
from China which has 57 of
the world’s known 60 kiwifruit
species.

“We've made considerable
progress in cultivating the ki-
wilruit in recent year,” says Jia
Tingcan, secretary general of
the Ministry of Agriculture’'s
Kiwifruit Development and
Production Association.
Established in 1988, the
Association provides consul-
tancy services to farmers and
coordinates national kiwifruit
research.

Since 1988, China has in-
vested 48 million yuan (US
$9.2 million) on kiwifruit pro-
duction. Cultivation of kiwilruit
increased from 2,000 hectares
in 1988 to 4,000 has. today
China plans to Increase ki-

wifruit cultivation to 7,400 has.

by 1998,

By that time, according to
the Kiwifruit ment and
Production Association, total
kiwifruit yields will be 10,000
tonnes a . The current

yield of cultivated kiwilruit is
about 5,000 tonnes a year, all

cty,” sa

sold locally. Wild kiwifruit alse
grows on 6 million hectares,
with a potential yield of
150,000 tonnes a year.

The biggest kiwifruit pro-
ducing regions are Cangxi
county in Sichuan province,
southwest China, and Fengxin
county in J nce in
the east, where the fruit is
cultivated on 660 hectares.
Each region has an annual out-
put of 500 tons.

The kiwilruit has a sweet
taste. Some varictics have been
comparecd to a blend ol straw-
berry, banana and melon. A
slice of the brown [ruit reveals
a round green pulp, dotted at
the centre with tiny black
scceds and streaked with white
radiating from a cream-
coloured core.

The fruit {s nutritious, con-
taining more Vitamin C and
amino acid than other fruits.
For example, A. chinensis, one

of the many kiwifruit species,

contains 250-399 milligrams
of Vitamin C in 100 g. of the
fruit. That is 60 times the
Vitamin C found in peaches,
40 times that in apples and six
times that in oranges.

The most popular kiwilruit
varicty is New Zealand's
"Hayward,” widely planted
throughout the world.

Chinese experts are also
breeding promising kiwifruft
varictics. "The wide range of
kiwifruit species in China pro-
vides us with unique advan-
tages in breeding a fine vari-
An Hexiang, a re-
scarch [cllow at the Botanical
Rescarch Institute, Chinese
Academy of Sciences.



