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Agenda

1) Possible Economic Benefits of EIPs
e Poll

2) Industrial Park Fiscal and Financial Stimuli
* Poll

3) Effective Working Groups for Strategic Goals, Roadmap and

Action Plan Development & Delivery
e Poll
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1. Possible Economic Benefits of EIPs

e Agglomeration is an engine of economic productivity, transformation and growth, through the concentration of
activity, resources and knowledge —this spatial concentration provides opportunities for economies of scale and
‘crowding in’ success

e Light manufacturing enterprises tend to be clustered in certain urban areas; this proximity presents Government
opportunities to support rapid interventions

e Support to light manufacturing provides pathways to higher productivity and diversification into higher value
products, stimulating further investment and productivity gains, creating high value jobs and social inclusion, and
contributing economic transformation

e EIPs can contribute to innovation dynamics, notably through “value add” services and other stimuli

e Meaningful impact through spatial policy interventions involves acting systemically in a complex and adaptive
system, through interventions at multiple levels

e EIPs exist in a competitive environment where investors have other corporate location choices

e EIPs are neither a panacea nor a “cookie-cutter solution,” and exist in a complex ecosystem involving market,
economic, legal and regulatory, political economy, social, environmental, real estate, logistics, urban planning,
financial, competitive positioning, and marketing considerations

e Only market-responsive and “built-to-purpose” EIPs can thus act as instruments for economic diversification and
productivity, transformation, and growth
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3. Industrial Park Stimuli
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Specialised Facilities, Superstructures & Infrastructure

=  Quality Facilities Management (FM) =  On-site customs clearance facilities and Dry-Port

=  |ncubators =  Hospitality, hotel, restaurant, food court, canteen/cafeteria, leisure and

recreation facilities
=  Childcare facilities, kindergartens and schools

. . . . . =  Adequate onsite waste & effluent treatment facilities
=  Medical clinics, hospitals and first-aid centres

. ) = First Aid Kit/Cupboards, stretchers, defibrillators, etc., in each building
=  Product exhibition centres and product display areas

o . =  Faith and prayer facilities for major denominations and religious groups
=  Conference centres, auditoria and amphitheatres

. . =  On-site Rail and Bus Stations, including parking and marshalling yards
=  Retail and commercial centres

= 24/7 secure truck parking yards, including electrical power outlets and

=  Training facilities or academies, including universities and institutes . . .
cleaning stations for trucks and containers

=  Repair & maintenance centres, for machinery & equipment, containers,

_ Petrol /LPG/LNG/Diesel bunkering and pumping stations
and vehicles

= Dedicated on-site helipads, airstrips/airports, jetties, marinas and/or

" Common general and specialised warehousing & logistics facilities ports, including specialised terminals and equipment (e.g., computerised

=  Drivers’ rest-room, with TV, Wifi, shower, and USB charging facilities cranes)

= On-site banking, Bureaux-de-change and ATM facilities =  Onsite SEZ Authority offices, including front-desk and back-desk facilities

=  On-site housing, worker dormitories & bachelor flats

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Value-Add “Corporate & Commercia

Cleaning o
Landscaping

Environmental  Services, including assistance with EIAs,®
environmental solutions implementation °

Human Resources Agency & Recruiting services

Manpower training services, in coordination with recognized®
universities and specialized technical training institutions

Payroll management services
Urban commuter and internal transportation (shuttle bus, etc.)

ICT systems and network management support, including e-,
hosting, Records MIS/Security/Back-Up/Recovery

On-site security, police, fire and emergency medical services
Banking and insurance services

Hosting conferences on innovation subjects, competitions for new
inventions, and in-bound delegations from foreign markets

Monthly tenant meetings, weekly “free pizza nights” or “IT,
parties” for the zone’s entrepreneurs, sponsored chamber of
commerce gatherings and EIP User Associations, etc.

R&D, patenting, and product commercialization services, in
conjunction with recognized universities and legal services

|Il

Services

Matching, twinning, and local supplier/buyer forward and

backward linkages schemes
Financial Management, Accounting, and Auditing services

Quality and Company/Product/Process/Standards/Trade
Certification

Freight forwarding, customs agency & brokerage, import/export
freight clearance services, inventory control, Third Party Logistics
(3PL) and procurement, and Stacking/loading/offloading services

Freight shipment booking services (including for rail, trucking, and
maritime shipping)

Toll badges and HGV levy management services

Market Research, business planning, business support, market
development, marketing, and export promotion services

Legal & notarial services, including corporate & commercial law
advice and patents

Event Management, Opening ceremony and party arrangement

Protocol, VIP Closed Protection, Delegation Escort, Event
Photography and Video services

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Enhanced Business Regulatory Services

= De-centralised, onsite regulatory services presence
= e-government
= ‘Multi-channel One-Stop Shop’

= Onsite Customs services, including accounts, green channel procedures, post-entry
inspections, electronic and QR Code-based inventory controls, etc.

= Complaints management programme

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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EIP Subsidies

e Preferential lease terms for early anchor investors, including land at subsidized or free of charge for extended periods of
time, e.g., 20-30 years

o Used to attract Dell Computers to the Panama Pacifico SEA as an anchor tenants, creating 7,000 jobs in the IP within the first four years
o Dubna Technology Zone near Moscow in Russia has used a similar strategy

o Utility charge subsidies are also often granted, as is for instance the case in Russian and Laotian SEZs

e Special infrastructure or facilities for a strategic investor at no cost to them.

o SBMA attracted Fedex to the Subic Bay Freeport, which became its hub for 15 years, by agreeing to build a small airport

o In Panama-Pacifico SEA, to attract aircraft maintenance repair and operations, its promoters focused in parallel on attracting aviation maintenance training
institutes to which they provided built-to-specification training facilities

= Subsidized EIP Resident product development & patenting costs, on a reimbursable basis

o  Cash grants for R&D, skills and technology investments

e “Relocation allowances”

o Inthe early years of the Jebel Ali Free Zone, it offered 80% reimbursement of plant relocations by certain key investors within the UAE

o Pudong SEZ in Shanghai “best nesting” allowance
INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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EIP Subsidies (cont’d)

e Subsidies for the construction of EIP facilities

e Reduced rates for the use of public utilities

e Development bank loans for initial capital investments, or operating cash-flow and expenses
e Loan interest subsidies and/or loan guarantees

e Partial or full accommodation subsidies and allowances

e Co-financing or reimbursement of the costs of training or obtaining relevant qualifications for EIP investor
personnel

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Performance Incentives in Industrial Parks in China

Incentives based on “Triple-S specificity”, with sector-, size- and site- based performance indicators:

Incentives to investors whose projects meet certain criteria (e.g., attracting high-caliber talent, promoting
industrial upgrading and scientific and technological innovation) include:

a) Direct subsidies for industrial transformation and upgrade — To encourage inefficient enterprises and
enterprises to upgrade, a proportion of investment in the
associated fixed assets can later be refunded
Support for strategic local development projects — Strategic projects which may serve as growth drivers
and contribute in an exceptional manner to local economic development may be granted support,
upon approval by the district government and the management committee governing the hosting IP

Tax credits for expanding modern service firms — Wuhan Economic Development Zone, for example,
supports enterprises in modern services to ramp up production, offering subsidies of RMB 100,000,
RMB 200,000 or RMB 300,000, respectively for qualifying enterprises with annual income > RMB 100
million, growing at a rate of > 10%, 20% or 30%, and having made a positive tax contribution

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Customs Facilitation

* Fast-track, on-site clearance at EIP rather than point of entry

e Un-capped duty-paid domestic sales

* Treatment of domestic sales to EIPs as “constructive exports” eligible for export incentives
* Freedom of enterprises to sell internally

* No bonds

e Streamlined WCO Kyoto Convention-Compliant Customs procedures

e Streamlined submission and approval of transactions

o) Single, Simplified, and Anticipatory declarations

Customs clearance credit lines

Annual pre-clearance level agreements

24/7 Customs Clearance

24-hour clearance ceiling

Automated, Interactive electronic clearance system

Post-entry, selective, inter-agency inspections, audits and enterprise inventory controls

O O O O O O
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Principles for Effective IP Fiscal Incentives

e Thereis a need for a competitive corporate income tax rate to attract FDI (IFC-FIAS, OECD-CAD, UNIDO, Academia)
- Tax “holidays” are however associated, over the long term, with poorer performance in terms of exports and employment

- Incentives should primarily be aimed at not losing investment to its country of origin or to neighbouring IP competitors with otherwise comparable characteristics

e  The simplicity of a tax system attracts investment and increase the tax base in the longer run
- Max 3-4 taxes

- The ordinarily complex suite of indirect taxes should be eliminated, to simplify tax administration and compliance, and because they are economically regressive

- Income tax and VAT should be administered transparently and efficiently, through streamlined submission and approval of reporting, clear rules for calculating assessable income, and limited post-
assessment audits

- Automatic incentives
- Unified tax and social security filings, inspection and collection
- Flat corporate income tax

. Incentives systems should be performance-oriented, and their impacts should be measurable
- The effectiveness of incentives in contributing to economic impact depends on regular M&E of enterprise-level information

- As assumptions that led to original incentives based on intended performance outcomes cease to apply in the investment’s lifecycle, they need to be periodically revisited, adjusted and phased out, as
appropriate

. Incentives should be relevant to the specific conditions, including:
- Relevant vis-a-vis endowments of the host country and region (e.g., location, infrastructure)

- Incentives should be applied to support primarily strategic sectors, comparative advantages

e Incentives must abide by the international rules-based investment frameworks established by the WTO, OECD, FATF and EU

. Incentives should not discriminate against different ownership structures, and domestic and foreign investors should be treated on equal footing

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Examples of Fiscal Incentives

Examples of rates (from KPMG’s website): Examples of effective tax concessions:
* Singapore: 17% * Training allowances/credits of up to 200% of
* Hong Kong: 16.5% associated expenditures
* Mauritius: 15% « More generous accelerated depreciation
e China: 10-15%

* |ndefinite loss rollovers

e Lichtenstein: 12.5% . o« . . £ duti q

e Ireland: 12 5% Suspens'lon (not exem!otlon)o. uties an
o o “zero-rating” of VAT for international

* Qatar: 10% transactions

* Hungary: 9%

* Non-resident exemptions from personal
income tax

* No Property, Local Taxes
 No Tax on Dividends
* 0-20% Withholding Tax

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Income Tax Credits & Allowances,
Select East Asian IP programs

Income Tax &
Credits and
Allowances

would have been paid on imports) for
non-traditional producers substituting
local raw materials, spares & capital
equipment for imports

*  100% tax credit (equivalent to duties
that would have been paid on imports)
for firms using locally made machinery,
spares & capital equipment

*  100% tax credit (equivalent to duties
that would have been paid on imports)
for firms using domestic breeding stock
and genetic materials

* 100% deduction of training expenses

*  50% deduction of wage bill of new
skilled & unskilled workers employed

25% tax credit (equivalent to duties that *

200% deduction of water, power &
transport costs for 10 years from first
sales date

25% deduction from net profits of costs
of project’s infrastructure and facilities
Tax deduction equivalent to 5% of
annual increase in export revenue

Tax deduction equivalent to 10% of
electricity and transport costs for 5
years

5-year net loss carry-forward period
5% depreciation rate for buildings, 20%
for machinery

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT



% N
UNIDO UNITED NATIONS

: : INDUSTRIAL DEVELOPMENT ORGANIZATION
s

4. Effective Working Groups for EIP Strategic Goals,
Roadmap and Action Plan Development & Delivery

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT



N
D? UNITED NATIONS

INDUSTRIAL DEVELOPMENT ORGANIZATION

r

~——

Government “Economic Additionality” in EIPs:
Responding to Market Failures, Serving the Public Purpose and
Providing “Public Goods”

e The private sector should be involved in every step of EIP strategy, policy and norms
development, as well as project identification & structuring, and policy delivery
(primarily through private EIP developers)

e The State should not involve itself in EIPs unless required in order to respond to a
market failure or provide a “public good” that the market cannot

— The State should play a role in facilitating the development of EIPs only in limited cases, in
partnership with the private sector

e Forreasons relating to ‘manageable interest,” portfolio management capacity, resource
allocation, and demonstration effects, it is preferable to focus on a limited number of
initial pilot, flagship EIP project interventions

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Systemic EIP Policy Approach

e Focus on economic considerations rather than just on urban
planning

e Focus on the relationship between industrial and social development
and investment climate issues

e Interaction and dialogue with private sector and community
stakeholders, to minimize EIP program risks in terms of location,
scope, scale, negative impacts, timing, and financial and governance
modelling, etc.

e Project management checks and pauses, to ensure they do not move
forward and “go to market” simply because an industrial park
Master-Plan has been prepared

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Getting to implementation

1. Get support from the top—the very top
o Build your Case —show the results
2. Build ateam

o Include all relevant stakeholders, including the private sector and intermediaries, as well as
experts with prior experience in EIPs implementation

3. Make sure the plan has a solid constituent base
o Is the private sector on board?
o Are political champions?
o Is Treasury?

4. Have a Risk mitigation plan

o Are there persons who might refuse to accept the plan, especially if they see
themselves threatened by the changes the plan will bring?

o Will line managers block efforts to put the plans into effect because they are more at
ease with traditional ways of doing things?

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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The Multi-layered Approach

Build commitment to an effective EIP policy through a multi-tiered
structure:

* First Tier (EIP Steering Committee/Coordination Team)

— Change requires a leadership coalition

— Effective coalitions have broad stakeholder support

— Members should be senior enough to be taken seriously, at the right level

to be accepted as a peer within the coalition

— 10-12 pax. max., maybe Ministerial or Secretary-General level
 Second Tier (EIP Task Forces/Implementation Teams)

— Makes it easier to get buy-in to changes and to get support for helping

make change succeed at line-level
— 6-12 pax. max.

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Roles of the EIP Program Steering Committee

« Educates political champions, creation of high-level commitment
 Articulates the program Vision

« Establishes Action Plans and Implementation Schedules

« Designates members of the Task Forces

 Launches Task Forces’ workshops

* Puts pressure on Task Forces for results

« Champions Action Plan implementation

* Provides overall management and a secretariat for the Task Forces
« Makes binding decisions

 Resolves major interagency differences

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Roles of the EIP Task Forces

 Top management does not have all the answers —place decision-
making where the problems are

« Create Task Forces for each technical area, policy process, project,
Innovation

« Members meet often, are more functionally specialised

* Roles include to:
= Review relevant issues and proposals for reform in the Action Plan
* Flesh out intervention measures & design changes to what exists
= Determine how to measure whether goals are being met
= Oversee the implementation of related policies
= Give credibility

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Design EIP Task Force Teams to be Agents of Change

« Enable “horizontal management” and break down fiefdoms

« Create “intelligent network” for decision-making

« Assign your best talent and skills to the biggest problems

« Add perspective and different points of view

* People who do the job know the tasks better than anybody else

* Mix of members working with current policies and who do not

« At design stage, temporarily include selected from Business
Organisations, Intermediaries, and Government agencies

* Led by a Senior program Sponsor, responsible for setting vision
and direction (able to obtain approval and implementation of
proposed changes

i
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Organize the Task Forces” Work

 Formalise Work Teams’ procedures
— regular meetings
— timely reports to Ministers

« Secure budgetary support — for research, travel, etc.

e Conduct Task Force Workshops on specialised topics, as
necessary (e.g., on HR, Technology, Budget, ICT, etc.)

* Hold meetings on program management

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Creating a Sense of Urgency

* Delivering any change, including policy reform, Is
easier If there Is a consensus that it is urgently needed

* Urgency allows the conquering of complacency

* Public sector and private sector should both be
iInvolved in making the case for EIPs

* Events, press and reports transform the proposed
need for EIPs reform into an “issue”

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Have an EIP Communication Strategy

Best practices communications on EIP policy reforms

* Recognise who the key recipients (and “message spreaders”) are —and
has them sharply segmented and prioritised as target audiences

« Keep the target recipients in focus in terms of messaging
— Are realistic and frank
— Avoid use of vocabulary that lacks dynamic qualities
« Specify message Vectors, Timing, Sequence, and Responsibility
— Have short-term objectives
— Use various media platforms
— Repeat key messages multiple times

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Communications Targeting and Messaging

Who must know what
and when?

Groups of persons who
can make project succeed
or fail

ear Objective

Repeated themes
focused on
key ideas

y Public

ore Message

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Key EIP Messages

e Reasons for the EIP-related reforms undertaken

e Key aspects of the underlying reforms

e Link between the Government’s Vision and the proposed reforms
e Champions

e Benefits of the reform

e Key EIP program developments

e Successes

e Areas for improvement

e Contact coordinates for key EIP program personnel

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Verification of Success through Key Performance Indicators (KPlIs):
General Considerations on What Should be Measured

e Results, not efforts should be measured

 Measurement should be based on “objective” Outcomes and Accessible
data

e Outcomes should be within the implementing party’s manageable
interest (control)

* Measurement should be taken soon after performance, and frequently
(Quarterly)

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Project Monitoring and Control

e Monitoring
o data collection
o verify objectivity of information
o measures of progress
o identification of plan deviations
e Control
o evaluate what occurred
o predict what could occur or what will occur
o decisions about actions to take concerning predictions
o carry out corrective actions and modifications

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Set the Stage for Continuous Performance Enhancement

* Prepare task forces for on-going reform, dialogue and
monitoring

e Establish performance benchmarks

* Create reporting and monitoring mechanisms
o Customer feedback process
o External reviews
o Quantitative Client Questionnaires and Surveys
o Employee Surveys
o Qualitative Assessments
o Case Reviews
o Random Inspections

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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