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Let's talk about the world today. Mr. Jose Escamilla, our host, ended his speech with a few figures that his daughter 
had sent him. Eight out of ten people living in the world today live in sub-standard housing. Seven in ten cannot 
read. Five in ten do not eat enough. And one in a hundred have a college degree. That's the world we live in. These 
figures areimportant because it shows there are many, many people who need to improve their living standards. At 
the same time there is a great need for entry level jobs in industry. What kinds of work will the world do; what 
industries will thrive; how can we the people improve our lives?  

Agriculture is not the solution. That is not to say that we cannot improve agriculture. We can. But even if we do, we 
still need to get people off the farm and increase agricultural output per person. In the 54 poorest countries, which 
have average incomes of US$ 150 per capita per year, there is an average of one hectare of farm land per worker. 
But wait! The number of farm workers in those countries will double in the next 25 years, so it will be reduced to 
half a hectare per worker. Even if we triple the output of agriculture in those 54 poorest countries, the countries will 
still be poor. What we need to do is get the people off the farm and into industry. People need to get productive jobs 
that are not related to the land.  

Globalization has been described by labor unions in the rich countries as a race to the bottom; countries race to offer 
lower wages so that industries, like the garment industries which focus on labor cost, will move to the lowest cost 
country. Besides that it is claimed than zones race to eliminate labor standards; create low end jobs, and offer no 
skills. Zones also are supposed to eliminate environmental controls. But wait! Think about it for a moment. If all 
that were true, Haiti would have the most investment in this hemisphere. Mississippi would have the most 
investment in the United States. It is not the way companies or investors work. Actually, without globalization there 
is little hope to change the statistics that Mr. Escamilla gave us.  

A recent UNCTAD report describes what we would call the EPZ development drive as a downward spiral bringing 
low-tech jobs, low value added, low profit, high market uncertainty and an uncertain and volatile investment 
environment. None of this is true. The terms have been used, "footloose industries". But, in fact, when you look at 
the statistics, export manufacturing industries are more stable than domestic industries in developing countries and 
more stable than natural resource industries or agriculture in providingjobs and exportsfor a country. They are, in 
fact, one of the most stable sector in a developing country.  

Let's look at the reality oflabor rates in a little more detail. The equivalent of twenty cents an hour, or less, has been 
the standard for most of the world for hundreds of years. It is the countries like Ghana that have not yet really 
developed into modern productive economies linked to the rest of the world that offer twelve cents an hour now. It 
does not have to stay that way. In 1965 Taiwan had the same wage rates as sub-Sahara Africa. Today Taiwan has 
higher wage rates than Spain because Taiwan is linked to the global market. Furthermore, countries with high labor 
rates also have relatively high employment levels. In East Africa, unemployment rates are about 30 to 40%. Europe 
doesn't like having 10%-12% unemployed, but it is substantially better than having 30 or 40% unemployed. The 
facts do not justify the views of UNCTAD or the ILO. Instead of a race to the bottom, globalization creates a path 
for raising labor rates and employment. It is a race to the top that everyone can win.  

As another example zone jobs have such a bad image that they have to pay a premium to get labor --- that is in an 
International Labor Organization report on EPZ's. But there's another view of this. Zone companies pay a premium 
to local workers in order to attract the best workers. There are lines at the employment offices in most of the free 
zones I've ever visited. That would indicate that the jobs are sought, not that bad jobs are being bought by paying 



higher wages. Finally, free zone workers tend to have higher education than the country as a whole, an indication 
that free zone jobs require talent and pay for it.  

Let us look at labor standards, and do another reality check. Globalization did not create bad labor standards. If we 
look at the past practices with labor it includes such institutions as forced labor and slavery. It is globalization that 
has created an awareness of the bad labor practices in some parts of the world. It has also created, as elsewhere, a 
path for improving labor relations. The fact that employees are not considered servants of their employers is a result 
of globalization. The fact that slavery is banned in most parts of the world is a result of globalization. Indeed, the 
ILO itself is an institution of globalization.  

Labor Standards in Zones  

This has always been a contentious issue. The ILO report points out that labor laws are often a legacy of colonial 
times , and are cumbersome and heavy in administration. In some countries this is true. It is also true that despite 
this,in most countries, the zones recognize the labor rights that are contained in the rest of the country. But it is 
interesting to note that in some countries the labor standards, labor legislation, labor departments, andlabor practices 
are outdated, unrealilistic, andso cumbersome that they are preventing the country from developingSometimes, in 
those countries, the zones are exempted from some of the labor standards. It is also true, as the international labor 
office reports, that zones that offer high quality human resources and good labor relations are more likely to attract 
investment. So it is important that in those countries which are exempted from their national labor laws, because the 
labor laws are not working in the rest of the country, that they develop their own system that promotes labor 
dialogue and deals with building healthy management-labor relations. Zones should be leading their country's in 
developing sound labor practicesIf it is a country with a labor system that is not working - they should be leading to 
one that does work so that the country can learn from it. If it is in a country where labor practices work, they should 
be leading the country into more progressive labor practices.  

Let's do another reality check. Some countries permit 12 year olds to work in factories. That is an accepted practice 
and even sanctioned by ILO labor standard 139. Now, I, and most of us, would like to see children that young in 
school, but in some countries that is not the alternative. (For most of human history it has not been in option in any 
country. )I think it is important that free zones work to make sure that children are not abused in the work force. It's 
interesting to note when we talked about creches at work, that some free zones forbid children from coming into the 
free zone because they don't want them to go to work, so that the factory cannot offer a creche in the free zone 
because the mother can't get the child to the créche under national law. With globalization free zone factories, even 
the low end garment factories, are offering a way out of the truly dead end jobs that exist in the underdeveloped 
countries of the world. There are billions of people who need dignified jobs that are not dead-end, informal sector 
jobs such as street vendors, prostitutes, subsistence farmers and day laborers. As we saw, only one in a hundred 
individuals in the world is educated to a college level. Garment assembly jobs, and jobs like that, are needed in great 
numbers all over the world  

Globalization provides a path out of dead end jobs because, as I have already noted, there's more stability in free 
zones and export jobs than there are in other jobs. There's also more awareness of the alternatives that are available 
to a worker. It is not necessarily true that a production-line worker has no future, even if the production line 
continues to operate. Individual workers with talent can stop being a production-line worker and get a job as a 
supervisor, perhaps in another company. Individuals move and have a career that is different from working in a 
single job. Not every job is a career, and not every worker is career oriented. It's what happens in developed 
countryindustry too. There are plenty of assembly line, fast food, and "dead end jobs" in all the developed countries 
in the world, but very few people stay in such jobs for their entire life.  

Thirdly, foreign managers are expensive and foreign investors tend to replace these managers as quickly as they can 
with local workers. This has been clear in Mexico, and can be assisted by governments by providing training to the 
workers as Mr. Bermudez has pointed out. Zones need not be dead end.  

Zones are tools  



If a craftsman does not sharpen his saw, and it fails to cut wood, is it the saw's fault or the craftsman's fault?If zones 
do not continue to develop their managementskills, and if the countries don't develop increasingly progressive 
policies for their zones, then indeed zones may get stuck in backward industries. But that's not the fault, or the 
problem, of the zones. That's the fault, or problem, of the policies. There are many examples of garment zones 
moving to electronic assembly. There are examples of electronic assembly moving into product design and product 
design moving into research. Development is a generational process and so it is also true that it may not be the 
sewing machine operator who becomes the semi-conductor designer, but it may be her children. That is what 
development is about.  

Let's do an environmental standards reality check. Traditional life styles are very hard on the environment. We tend 
to forget the impact of having tens of thousands of horses wandering around the urban areas in Europe, and 
depositing tons of waste in the streets. It was a mess. Cars have much less environmental impact. We forget what it 
was like to have the Hudson River and the Thames as open sewers. We could not have cities with the populations 
we now have without the changes in transport, communications, and technology in general. Globalization did not 
create the slash and burn agriculture. I believe that was used by native Americans before the Europeans ever arrived. 
Globalization did not create raw sewage. People have been doing that for thousands of years, and so have animals. 
Globalization has raised an awareness regarding the harms of these practices. Globalization, again, provides a path 
for its solutions.  

Zones create industrial facilities and treat the waste. Katunayake in Sri Lanka built a sewage treatment plant before 
they had any investors. In Istanbul we actually visited a solution to the environmental problem of the leather 
industry in Istanbul where they collected the industrial manufacturers of leather and moved them to a new free zone 
30 miles away and treated the sewage that they created. And, incidentally, the free zone in Sri Lanka did not create 
the excess population that causes housing problems. All of the workers in the free zone today were born before the 
free zone started. What the zones created was employment opportunities, and they created a path to solve the 
housing problems in the future. Perhaps the scale of the zones was too large. Eight zones of 10,000 employees are 
easier to manage than one zone of 80,000. Perhaps the scope of the free zone in Sri Lanka was too small, and so they 
were not able to deal with the urban problems that developed around them. Problems that were likely to develop, 
and be more sever, if employment opportunities were not created for the people already there. The result of Sri 
Lanka's problems has been the development of the special economic zones in China that include within the 
responsibility of the free zone companies, the housing, the sanitation, and the health care of their employees. Again, 
it is the cross fertilization of ideas from around the globe that has led to solutions.  

Free zone are a start of sound urban planningBzoning. Free zones have an interest to maintaining their own 
environment, particularly when they are private sector zones because the management of the zone owns it as an asset 
and doesn't want to see it so destroyed by pollution. It wants the land to be attractive for future industry. It is 
important that the management be vested in the assets of the zone.  

Zone impact, a measure of success  

Richard Bolin presented these figures, and I really want to emphasize them because I really think they're impressive. 
He looked at changes in the level of exports from 1993 to 1996 in countries exporting to the United States and 
Europe. Those with zones in the lower middle income had an increase in exports of 72%. Those without zones, 1%. 
In the upper middle income countries, those with zones 62%, and those without zones only 33%. It will take a great 
deal of economic evidence for me to believe that zones don't have an impact after looking at those figures. Clearly 
zones are one of the driving features bringing the middle incomecountries into a better world.  

Zones are changing. Before 1955, many of the zones focused on being real estate developments. They created 
buildings, and a zone made them more attractive to lease. Between 1955 and 1975 zone management focused 
onmarketing their zones. It's a little bit more than real estate. They went out and tried to attract users of their zones, 
and they developed marketing practices. But Jebel Ali, and other leading zones know that the focus of the zone in 
the future is going to be on service. Service to the clients of the zone. You've got to go past selling the zone. You've 
got to go past providing an asset, and into providing a continuing service to tenants.  



Development is not easy. It is very slow. And this was pointed out a number of times where we heard 20 years ago 
when we started. Let's look at what this means. Growth rates of 10% are something any country would be happy 
with. When we start talking about countries with income levels of $300 to move to $600, at 10% growth takes 7 
years. At $600 you're still poor. To move to $1200 takes 14 years, and you finally become a lower income country. 
$2400 takes you 21 years. $4800 you now become a middle income country, takes 28 years. And to get over $9,000 
is 35 years. And that's if you're growing faster than Japan ever did, faster than any of the economies of Southeast 
Asia ever did. It is a 35-year process to become a higher income country, if everything goes right.  

I talked about globalization at the beginning of this meeting as having certain components like technology, culture, 
and institutions. Zones are changing into high technology logistics hubs. When we listen to Dr. Pan from Taiwan 
describe how they're going to handle the material that arrives, it's impressive. When you look at how Dubai handles 
the material, it is also impressive. They are using the highest technologies. They're moving into things like electronic 
customs even in what we would consider middle and low-income countries. If you're starting a zone now, you need 
to think about how you do electronic customs control.  

Communications  

We visited a factory, Liz Claiborne, which is a large clothing factory in which designs were made in New York, sent 
by e-mail to a computer in Taiwan that produced a pattern, that produced a garment, and 48 hours later the garment 
was in the showroom in New York. That is the level of communications and service that zones need.  

ISO 9002 certification  

That is important because zones are not just providing real estate and selling to investors. They are producing a 
product of service to their customers. This is the technology that is changing in zones. They are providing Visa 
services, banking services, certificates of origin, logistic services. We talk about the changing world of zones again, 
human rights. Mr. Bermudez described educational initiatives of his zones. Other zones that talk have talked about 
the importance of education in their facilities. And that becomes very important when you realize that 1% of the 
world has a college degree. One of the zones in Taiwan now has 1% of the zone workers with master's or doctorate 
degrees. That takes education.  

Labor and management practices  

We'll talk some more about that, but that became a very important issue, particularly with the presentation ILO, but 
indeed zones need to represent the best in labor and management practices. Zones need to deal with the social issues 
in the community. Special economic zones are a model of a more complete project. Whether they're going to be a 
model that all countries are going to emulate, I'm not sure. But they certainly deal with some of the problems that 
the zones of the 60s noticed. And that is the health care transportation, housing, infra-structure, all under one 
management instead of being a problem of this is local government, this is national government, this is zone 
management. The special economic zones of China represent a model in which all of that is dealt with under one 
management umbrella.  

Labor relations  

I put this up here because I think it's important for everyone to recognize. Good labor practices are good because 
they work. They make for a more productive labor force. Zone management should insure that good labor practices 
take place within their zones. This is no race to the bottom because zones at the bottom do not attract investment. 
Bad labor practices are unacceptable to investors because they create instability and uncertainty. Good labor 
relations are not a cost, but a valuable asset.  

Changing World of Zones Governance  



We talked about the fact, several times, that there's a reduction in the role and magnitude of tariffs in the world 
trade. The presumption of some that, therefore, free zones need to disappear, is another myth. At breakfast this 
morning Mr. Sulayem told me that this attitude always puzzled him because when he started Jebel Ali, the tariffs in 
Dubai were just 1%. The world is a long way from 1% tariffs on all goods, and Jebel Ali is a long way from a failure 
as a zone. Jebel Ali has succeeded despite the fact that Dubai had almost no tariffs, and they've succeeded because 
they understand the concept of providing service to customers, of having a good labor environment, of meeting the 
needs of investors.  

There's an increase in multi-national regulations. Zones need to help their customers understand what's going on. 
Incidently we heard that there may be a great shifting of 90,000 or 60,000 jobs out of Sri Lanka when the textile 
accords disappear - multi-fiber agreement disappears in 2005 - because Sri Lanka presumably has no benefit or 
natural advantage not having any textile industry and not having a great market for garments. Those factories 
originally came from Hong Kong, and Hong Kong's developed too high a labor ratefor garments. What happened is 
Hong Kong had to get rid of some of its garment manufacturing to make way for more higher- valued product. It 
progressed and grew up on the scale of development. The Sri Lankas of the world took over some of the lower value 
added jobs. Sri Lanka has recently been bringing in more of a electronics. Its developed a slightly more diverse 
industrial base. It is moving slower than it ought to, but I do not expect to see Sri Lanka as one of the countries that 
is hurt by the end of the multi-fiber agreement. It is too productive. I suspect that some countries that have not gotten 
into the game of international trade may not get the new investment, but it's not going to return from whence it 
came.  

The increase in multi-national regulations also deals with the allowable incentives, what zones can offer. And 
WEPZA members have heard a great deal about the fact the certain fiscal policies may not be allowed to be directly 
related to exports. The World Trade Organization is getting involved with that. Rules of origin make a mess of trade. 
If we were truly moving toward a free trade environment, there would be no need for rules of origin. The fact that 
we have more rules of origin now means that we are, in fact, compartmentalizing trade more, not less.  

Quota Systems and Imigration  

I mentioned quota systems with regard to Sri Lanka. The same principles apply to many countries. Immigration and 
work permits are becoming an important part of the zone process. Immigration is requiredto deal with the fact that 
globalization involves the movement of people, and zones are in the forefront of globalization issues.  

Culture  

When we talk about training in zones, it's not just the training of how to thread a needle, or how to operate a 
machine or how to be a lathe operator. It's different management practices. The difference between cooperative 
management and hierarchal management, that you do what I tell you to because I am your boss or do you do what I 
tell you to because you respect me. It's very different, and globalization and free zones are modeling often superior 
management practices. They are modeling marketing practices, and people are learning. When Mauritius started, 
almost all of the factories were owned by Hong Kong Chinese. Today almost - at leastB more than half of the 
factories are owned by Mauritius people who, because ofthe labor shortages in Mauritius, are moving the factories to 
Madagascar, and Mauritius is upgrading its jobs and its income levels. The Mauritians learned the marketing 
practices. They learned how to sell in Europe.  

Life Styles and Expectations  

In an article published by the International Confederation of Free Trade Unions, there was a statement made that 
free zones were bad because they raised the sights of the workers, showed them the potentials of the world and made 
them dissatisfied with their status in life. I say that's wonderful because that's what's going to drive the world's less 
developed countries to development. Seeing what can be accomplished is very important, Working in a diverse work 
force where you do have foreign managers and local managers is helpful. You share your cultures, and you take 
what's good from each other and blend it to make an effective, productive, enjoyable environment. That is what is 
called progress and learning.  



Learning about Modern Manufacturing  

I don't want to overemphasize, however - I want to mention it again. Ghanamentioned the importance of learning 
about a modern manufacturing environment. If you have a country that has a reputation that you don't come to work 
when it rains, and it rains all the time, you are never going to have a wealthier lifestyle. If you want to maintain 18th 
century culture, you will maintain 18th century income. I know there are people who think that being a farmer in a 
rural country in the world is a romantic existence. I would argue they've never worked under the tropical sun for 14 
hours planting rice.  

We have to be careful, though, with free zones as they can be given excessive expectations. Zones are not a panacea 
for all that beset the developing countries of the world. They are a tool, but to be used properly, we need to set clear 
goals, publicize them, let people understand what our goals are, and meet those goals. The zones of the Mexican 
maquila industry were not set up to integrate northern Mexican manufacturing with southern Mexican industry. 
They were set up to absorb labor in the North. This was clearly stated when the program started. They have 
succeeded at that. Now we have another question of whether we can integrate more, but zones cannot solve all the 
problems immediately for developing countries. They can work on the problems, but they can't be burdened with 
excessive amounts of expectations.  

Set clear and achievable goals. I liked what Mr. Sulayem said which was - once more - "Be pragmatic, be bold, and 
be realistic." Realistic means that you can't set 10 objectives for one free zone at the same time. You can't do 
everything, all at once, in the process of globalization.  

I urge all of you who manage zones to be pragmatic, to be bold and to be realistic, and lead your country to the 
future. Lead the world. It really is your role. Mr. Bermudez says, "It is hard work." It is hard work, but it is 
rewarding work, and there is almost nothing better to be accomplished in your life than if you can lead your country 
into the global economy. As leaders in free zones you have the tools to accomplish that. You need to use those tools.  

Thank you.  

QUESTIONS AND ANSWERS  

El Omari: I would just like to take the initiative and the opportunity on behalf of all the free zones and the members 
to appreciate the efforts that WEPZA is doing and helping understand more about the complexity of this - 
everything, and extending appreciation to Mr. Aninat, Mr. Haywood, Mr. Bolin and Judy and all the efforts. And 
thank you very much.  

Pena: Bob, that first statement you had, "Agriculture is not the solution." Okay, we know that farm workers in 
industrialized countries have been going down in numbers, and that labor in manufacture has increased 
considerably, and yet in these same countries you have surplus of agriculture production, farm production. I just 
want the clarification ofwhat these ratios are now. Despite the decline in farm workers the production of United 
States can literally feed the entire world. Now what proportion of the population is this?What are the ratios, just to 
make your statements clearer to everybody?  

Haywood: One of the things I love about being able to summarize is that I can expand on what was in the 
conference. And I'll take that opportunity with your question too.  

In the less developed countries of the world, one country has 90% of the labor force is currently engaged in 
agriculture. There are several in which it's over 80% and a great number in which it's over 70%. In the United States 
it is less than 2%. Now, the American farmer is not a very efficient user of land. He produces 1/15th of what the 
Taiwanese farmer produces per hectare, but he produces 10 times as much per person because while the Taiwan 
farmer manages slightly over a hectare, the American farmer on average deals with slightly less than a hundred 
hectares. I'm trying to do this from memory and I'm converting between acres and hectares, but essentially the 



American farmer is ten times as productive per person because he farms so much more in land, in a much more 
capital intensive way.  

In the developing countries of the world agriculture is not terribly capital intensive. There are a lot of 
misconceptions with agriculture though. Large farms are not more efficient in output per acre than small farms. In 
part that's whySoviet policy of collectivization didn't work. It's not the technology; it's not the large farms that in a 
sense make the land more productive per acre. That's a different issue. In fact, small farms may be more productive 
per acre if there's any trend at all. Small farms are far less productive per person. On a half hectare or one acre, it is 
extremely difficult to make a living at any reasonable wage level. In Japan the average size of a farm, if I remember 
correctly, is 1. 5 hectares. But only 30% of a farm family's income comes from farming. That is not true when you 
go to countries in sub Sahara Africa. What is important in terms of the future of developing countries is to get fewer 
people on the farm, not reducing agricultural output, but in fact, increasing agricultural output with fewer people, so 
that the farmer's income can rise.  

However, developing countries in the world are in a process whereby more farmers are working the same amount of 
land, and therefore farm income is falling rather than rising which keeps the income of the country from rising. 
What you need to do is create opportunities in industry, particularly in export industries, because of a whole series of 
inter-related issues having to do with purchasing power. You can produce new export products with higher 
productivity, get money from outside your country, not from your own economy because you don't have the money, 
but from other economies. Draw people off the farm so that farm incomes can double, quadruple and rise along with 
rising industrial income. And then you have started development. Until that happens, no matter how much money 
you put into agriculture, you will stay undeveloped. That's my view. Does that answer your question?  

Pena: Yes, it does.  

Haywood: Incidently, Denmark is considered an agricultural economy by European standards. Five percent of the 
workforce is in agriculture.  

Bolin: If there are no more questions, let us proceed to close the conference.  

	  


