o/

Working Paper No. 21 International
Labour
Office
Geneva

Export processing zones:
Comparative data from
China, Honduras,
Nicaragua and
South Africa

Jamie K. McCallum

March 2011 Iann(ztluétrrrilf)lloyment
Relations
Department

(DIALOGUE)




Working Paper No. 21

Export processing zones:
Comparative data from China, Honduras,
Nicaragua and South Africa

Jamie K. McCallum

Industrial and Employment
Relations Department
International Labour Office « Geneva

March 2011



Copyright © International Labour Organization 2011
First published 2011

Publications of the International Labour Office @njcopyright under Protocol 2 of the Universal Caglyt
Convention. Nevertheless, short excerpts from theay be reproduced without authorization, on coadithat
the source is indicated. For rights of reproductioriranslation, application should be made to Rablications
(Rights and Permissions), International Labour ¢effi CH-1211 Geneva 22, Switzerland, or by email:
pubdroit@ilo.org. The International Labour Officelaomes such applications.

Libraries, institutions and other users registewdth reproduction rights organizations may make iespn
accordance with the licences issued to them far plrpose. Visit www.ifrro.org to find the reprodion rights
organization in your country.

ILO Cataloguing in Publication Data

McCallum, Jamie K.

Export processing zones : comparative data froom&hionduras, Nicaragua, and South Africa / Jamie K
McCallum ; International Labour Office, Industreahd Employment Relations Department. - Geneva: R@,1
1 v. (Working paper ; No. 21)

ISBN: 9789221246626;9789221246633 (web pdf)

International Labour Office; Industrial and Emplogm Relations Dept

export processing zone / working conditions / dadéavelopment / China / Honduras / Nicaragua / Bédtica R

09.05.8

The designations employed in ILO publications, whaére in conformity with United Nations practicedathe
presentation of material therein do not imply theression of any opinion whatsoever on the parthef
International Labour Office concerning the legaltss of any country, area or territory or of itshawities, or
concerning the delimitation of its frontiers.

The responsibility for opinions expressed in sigaeitles, studies and other contributions reskshgavith their
authors, and publication does not constitute aroesganent by the International Labour Office of tpnions
expressed in them.

Reference to names of firms and commercial prodants processes does not imply their endorsemerthédy
International Labour Office, and any failure to rien a particular firm, commercial product or preseés not a
sign of disapproval.

ILO publications and electronic products can beawtetd through major booksellers or ILO local ofida many
countries, or direct from ILO Publications, Intetinaal Labour Office, CH-1211 Geneva 22, Switzedan
Catalogues or lists of new publications are avélaipee of charge from the above address, or byilema
pubvente@ilo.org

Visit our web site: www.ilo.org/publns

Printed in Switzerland



Foreword

Several countries around the world have establighgubrt processing zones (EPZs) in
order to stimulate economic growth by attractingefgn direct investment (FDI). EPZs

take a variety of names and forms in different ¢nes (including free trade zones, special
economic zones (SEZs), industrial development z¢H2as), bonded warehouses, free
ports and maquiladoras). As the number of EPZsmatdbe world continues to grow,

guestions and concerns have arisen in regard pecefor workers’ rights, the application

of labour laws, employment creation, working comdis, as wells as how EPZs benefit
the domestic economy and social cohesion in thatoes concerned.

The ILO has been monitoring developments in EPZsofe@r 20 years. In several
successive sessions, the Governing Body requeste@ffice to continue to examine the
theme of EPZs. In March 2008 it discussed a papetthe latest trends and policy
developments in EPZs and invited the Office to mlevmore information based on
research and other activities in this area. Folowihis request, activities to fill in the
knowledge gaps concerning EPZs were conducted dhomut 2009-2010, notably to
collect qualitative information on industrial ratats practices in EPZs vis-a-vis freedom
of association and collective bargaining, labogpettion, and social dialogue.

The present paper is part of this effort. It isyatkesis report of studies on the EPZ
experience in China, Honduras, Nicaragua, and Sifriba. The paper draws on detailed
textual and archival analysis as well as in-coumitgrviews with workers, employers, and
other relevant participants mentioned in the faports. It assesses the historical features
in each country that have given rise to a varietye®Z models, and discusses the
possibilities for social development in the differeontexts, the creation of linkages, the
working conditions within EPZs (as compared to Emindustries in the non-EPZ sector)
and the effect of the global economic crisis. Hinalt draws tentative conclusions
regarding the overall performance of EPZs acrobsnsiional and national contexts and
raises questions to be addressed in future respeofEcts.

| am grateful to Jamie McCallurfor undertaking this study and commend the report
to all interested readers.

Moussa Oumarou
Director,
Industrial and Employment
Relations Department

! Jamie K. McCallum is a PhD candidate in the Departt of Sociology at the Graduate Center of the Cit
University of New York.
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Abstract

This paper compares the experiences of export gsoug zones (EPZ) in four countries:

China, South Africa, Honduras, and Nicaragua. Bisoadeaking, the report covers issues
regarding the impact of EPZs on national econonties|egal regulation of labour and the
social protection of workers, the state of socialatjue, the impact of the global economic
crisis, and an assessment of similar enterprisehirwiand outside EPZs. Through

comparison, the report is able to assess the pktioutcomes about EPZs in different
national contexts.

Methodology

This paper is a comparative analysis of EPZs, blsgdly on three reports commissioned
by the ILO in 2009 (Chinguno 2009, Lanza 2009, Bspa 2009). Analysis on China
largely draws on an earlier report submitted to itte (Fu and Gao, 2007), as well as
other relevant sources. As a kind of synthesisummarizes the findings therein, and
draws conclusions about the performance of EPZssacsub-national and national
contexts. The commissioned reports were concludexitth detailed textual and archival
analysis as well as in-country interviews with wenk employers, and other relevant
participants. A case study methodology is an apptgqualitative method for developing
a general theory out of particular circumstancesof@e and Bennet 2005; Yin 1993).

Introduction

Export processing zones are special regulatorysawighin countries established to
promote export-led growth. The ILO has defined ER&s‘industrial zones with special
incentives set up to attract foreign investorswimich imported materials undergo some
degree of processing before being exported againléss otherwise stated, this is the
definition referenced in this report.

EPZs have been called the “vehicles of globaliréti®an Heerden 1998). While
nation-states have developed “exceptional” spatesanomic activity for over a century,
the recent phenomenon and proliferation of EPZsrsetio a period beginning in the late
1960s, when developing countries sought to atinaetstment by exploiting a comparative
advantage through concessionary incentives. Timetedie:

a) exemption from some or all export taxes;

b) exemption from some or all duties on imports of raaterials or intermediate
goods;

c) exemption from direct taxes such as profits taresjicipal and property taxes;
d) exemption from indirect taxes such as VAT on doingsirchases;

e) exemption from national foreign exchange controls;

f)  free profit repatriation for foreign companies;

g) provision of streamlined administrative servicepegsally to facilitate import
and export;

h) free provision of enhanced physical infrastructimreproduction, transport and
logistics (ILO 2008).




This list of “economic” incentives does not preadu&PZs from offering other
“social” incentives as well. When governments exemplimit the application of labour
legislation in zones, or when unions are bannenh fzones, this is in fact also a form of
concessionary incentive of a social nature whichcrigical to attract foreign direct
investment (FDI) and some multinationals. Governmdrave been known to advertise
their zones by promoting the docility of their winice and their aversion to unions. So
the incentive package is not only fiscal or ecoromit is also social.

Most EPZs share some or all of the business-frieimdlentives listed above, as well
as other common features that allow for practicaingarisons. There are, however,
notable differences across contexts. First, SinggeBge (2007) lists thirty-two different
names to describe such zones, which indicate @miah subsidies, benefits, and
regulatory restrictions. In this study, three of four cases do not always use EPZ as the
preferred title, opting instead for “special ecomonrzones” (China), “industrial
development zone” (South Africa), and “maquiladofiddonduras). Secondly, while some
EPZs operate almost entirely outside the legal ipunof the host country, others are
subject to a panoply of national laws. Though insthoases EPZs may be oases of
deregulation, the extent to which state and ciedisty organizations play a meaningful
role varies from country to country. Finally, whilePZs began principally as goods-
producing spaces, they have gradually evolved tiuite service-oriented enterprises
(information services, banking, etc), which impliegortant distinctions of employment
between skilled and non-skilled workers, and défgrconditions of work. All of these
factors, which will be explored further, condititime relative successes or failures of the
ventures.

While EPZs were originally introduced as enclaves ideveloping countries’
economies, and are now found all over the globestrace concentrated in less than a
dozen countries (World Bank 2008). Moreover, thaketa variety of forms, including
“single-industry, single-commodity, single-factorgnd single-company zones” (ILO
2008b). Their industrial purpose has also changedscholars now describe a slight shift
towards semi- and higher-skilled production andises, in contrast to earlier models of
low-skill apparel assembly, footwear, and elecrenindustries. Though EPZs are
increasingly sponsoring technical skills trainirg their employees and/or applicants, the
increasing demand for higher-skilled labour hasbesn met with a concomitant supply.
In Sri Lanka, for example, EPZs are still short0D®, workers (ILO 2008b).

As a result of an expanding global labour force #relspread of mass production
technology, productive capacity has increased ith bextile industries and electronics
(two major EPZ-based outputs), driving down prioethese goods and the profit margins
of EPZ-intensive businesses. This has dovetailat an employer strategy to exploit
inter-state rivalries and exert downward pressuravages and labour standards, the so-
called race to the bottom (Costello, Smith, andcBes 2006).

Because of new opportunities for capital and newddmns for developing
economies, the growth of EPZs has been substamtibe last two decades, as they have
expanded in terms of the absolute number of camtrsing them, the scope of industrial
diversity they cover, and their size. The World B§2008) estimates that today there are
3,000 zones in 135 countries, accounting for o@mllion direct jobs and over $500
billion of direct trade-related value added withones.

China alone accounts for 40 million employees,duside China, EPZ employment
doubled between 2002 and 2006 from 13 to 26 millfiie® 2008). While Chinese
expansion has been particularly rapid, EPZs haw®rbe commonplace in almost all
regions of the world. In sub-Saharan Africa, thecprtage change in EPZ employment
has been even greater than in China, and EPZ emplutyhas risen significantly in South
Asia and Eastern Europe. EPZs account for sigmifica though recently declining —
percentages of exports across many poor coungigs.EPZ and EPZ-like employment
remains a fraction of the global working populatiovith an average of less than three
percent of the global workforce in EPZs (ILO 2008).




Political sentiment has turned against EPZs innmegears at NGOs and trade unions.
The ILO and the International Trade Union Confetlera(ITUC) have expressed serious
concern about working conditions inside EPZs, am@stioned their macroeconomic
sense. Also, the regulatory conditions that charazt EPZs are often in violation of, and
fundamentally incompatible with, the recommendaioof the WTO Agreement on
Subsidies and Countervailing Measures (SEM).

This has not deterred the governments of developatgpns from pursuing EPZs.
This is largely because an export-oriented growthtegy is often seen as the only
palliative to lagging economic growth, a positidvatt for decades has been promoted by
the IMF, The World Bank, and powerful economistaport substitution models, which
had broad currency for the half-century after trepi@ssion, have been replaced by the
outward-looking call to attract foreign direct isment (FDI). Today, as the world
economic crisis stands to bankrupt weaker stat@sEoffer a direct link to foreign
markets and global production networks. Moreovewyntries argue that they offer an
immediate way to soak up surplus labour. Obviousbyporations see the benefits of EPZs
as well, and actively promote their expansion. Tigeyn from limited tax and tariff
restrictions, and reduced labour regulations tled ko extend management control in the
workplace.

However, if business interests and the state afeenthe advantages of EPZs, there
are critical appraisals as well from labour andl @gciety organizations. They claim that
preferential standards often go too far, makingpomate accountability impossible and
promoting widespread labour abuse and discriminatiéirst, EPZs have only rarely
achieved their stated goals of social and econae¥elopment. Secondly, where they are
heralded as successes, as in China, unions an@sbdkganizations are quick to point to
the deplorable state of labour relations and warkionditions inside the heavily-patrolled
factories.

Working conditions

Evidence suggests that EPZs present employersppertanity to circumvent workers’
rights with impunity, and there is a growing cormenthat employers lack the resources
and desire to police the zones. Even when lawg, gégsernments often do not have the
resources to hold offenders accountable. Howegantsempirical research has been done
to actually assess the ability of the governmemadmitor EPZs effectively.

There are frequent reports by unions, NGOs, angerttsrs that EPZ workers are
continually denied the right to freedom of assadoigt one of four core ILO labour
Conventions. Recent research documents these igitdain the Dominican Republic
(Gopalakrisnan 2007), Jamaica (Russell-Brown 20(&), Lanka (Best 2005), and
Guatemala (Rodriguez-Garavito 2005). Gopalkrish{2007) notes that because “union-
free zones would attract greater investment, sol&-&perating countries have, under
their laws, either deprived EPZ workers of theghti to organize themselves or placed
severe limitations on the free exercise of thiktrig

The state of social dialogue varies considerablyvali. In many countries, like
South Africa, the same labour laws govern EPZ arah-EBPZ work, though
implementation is conducted with different degrefaccountability. In China, Nicaragua,
and Honduras lax labour legislation applies to EP#sis weakening the voice of
employees at work. There also seems to be a de&rtfualified labour inspectors to
enforce whatever laws may be applicable, a hapaeostthat only increases the need for
unions to have better access to plants. An ILO ¢nBoreport (2008b) finds a poor
relationship often exists between managers and evsrkilluminating a clear need to

2 Though article 24.7 of the SCM agreement stipdlae end of most developing countries’ subsidymms by
2003 (including tax breaks, duty-free imports, gtic® deadline has now been extended to 2015 foo@8tries.




establish and nurture social dialogue between tiage,s employers’ and workers’
organizations.

While some countries explicitly suspend the freedomunionize and other social
legislation inside EPZ territory (China, Nigeriaaki’stan Zimbabwe, Kenya, Namibia),
Bangladesh has recently approved the right to imrécst EPZs (ILO 2008; LARRI 2000).
Iran and Sudan restrict national labour legislatmmreas outside the zones (World Bank
2008). However, whatever the actual legislatiorfpeE@ment and accountability remain
weak and laws are often unenforceable. In Sri Lafdkaexample, EPZ companies have
established “employees’ councils” to act as a deteragainst independent unions (ICFTU
2004). The present study includes reports of abtig#Z workers in China and Honduras
as well. It is in the interest of the local stalées to keep the business ventures as
attractive as possible to sustain clients and ioge. In this situation, governments are
unlikely to exercise much pro-labour regulatory powespecially as capital flight remains
a constant threat when workers try to organize.

Moreover, according to a 2007 ILO repdamployers frequently act outside the law
anyway, to deter unionization with “unjust dismissaispension, transfer and blacklisting
of trade union officials and members. EmployerERY enterprises sometimes even resort
to physical violence to prevent workers from forgiiand joining trade unions of their
choosing.” Overall, most evidence points agains #xpansion of the freedom of
association.

Additionally, research shows that excessive and pedsory overtime, often in
violation of national law, is widespread at EPZ ksites (ICFTU 2004). In some places,
EPZ hours are longer than in non-EPZ industriesinfstance, overtime is a major problem
in Honduras (Lanza 2009). Though excessive andnotiempulsory overtime is a
widespread problem in China, it is not clear whethes more prominent in EPZs than in
the rest of the economy. Whether forced or not,ynt&Z workers labour extra-long hours
simply to make a survival living in the countriesvered by our research. Often, excessive
overtime results when workers are obligated to dheyindustrial demands of the firm, i.e.
shipping deadlines and seasonal peaks in demanth oonform to human resource
management schemes.

In many places wages are higher inside EPZs thanmparable businesses outside,
and benefits packages tend, on average, to be faooerable to workers inside EPZs.
However, the situation with wages and benefits dogisimply a “living” or “decent”
wage, and tends to underscore the poor remuneratiorany workers, who are far more
numerous, outside the EPZ enclaves. Furthermasetighination exists between male and
female workers on issues of pay equity and equedtriment. EPZs saw the initial
femininization of labour as a result of low-skilpw-paying jobs. In Honduras, for
example, over 70 per cent of the workforce was ferflzanza 2009). In Asian countries it
was even more striking, where the increasing ppdimn of women in the workforce was
driven specifically by the new export sector (Gh@&)07). Some analysts expect this
situation to change with the shift toward the nsitgf higher-skilled labour and higher
wages that would attract more men.

Although health and safety violations are less dwemted by research than wage and
hour issues, numerous cases of gross negligendédemderscore the 2004 ICFTU report
that finds EPZ workplaces generally unsafe. Eightea Guatemalan factories surveyed
did not meet minimum health and safety standarderké/s were locked inside a
Bangladeshi factory when it caught fire multiplenéis. Some factories in Mexico
completely lacked health and safety equipment (KZFZ2004). Also, Honduran
“maquilas™ report incidences of respiratory conditions andidp back complications
related to long hours standing without rest perig@sza 2009).

® Gopalakrisnan 2007.
* Maquila refers to a Latin American export-procegsione.




The rights of workers are even more vulnerable wB&Zs employ native-born
migrants and immigrant workers. Although one of tious linkages to the domestic
economy would be to hire local workers, many ERZ#Apdrt labour and/or hire internal
migrants, who are not offered formal contracts, cmtered by any existing labour law,
face harsher penalties for unionization drives, aath less monéyhan native workers.
Overall, EPZ workers labour under some of the pstoo®nditions in the world. The
ICFTU (2004) finds, “unpaid overtime, sexual hamasst, discrimination in employment,
an absence of health and safety precautions amd uidmissals are the daily lot of many
workers in the zones.”

EPZs and social development

To a great extent, the likelihood that EPZs wilintdbute to economic and social
development hinges on their embeddedness in thécbaoatry’'s economy, through
forward and backward linkages (Jenkins 2005). Foiiakages, where EPZs sell outputs
to the domestic consumer base, are unlikely bectugsspecific function of EPZs is to
generate growth through exports. Moreover, somesigowents guard against forward
linkages to protect domestic producers. Backwarkiljes, where EPZs buy inputs from
the domestic market of the host country and sulbachservices to local enterprises, are
much more possible. However, the operators of BEleAd to avoid such links because
import subsidies discourage sourcing inputs froormelstic providers (Madani 1999). An
ILO report (2008) lists other reasons for the fiadlof backward linkages to materialize: (1)
domestic firms often cannot supply the low-cosghkjuality inputs necessary for global
production at EPZs; (2) the domestic economy mek the necessary raw materials, and;
(3) technological spillover is low because the rataf EPZs require mostly unskilled
labour (though this is slowly changing).

The success of backward linkages and technolodjpwgis to promote development
goals are contingent upon a number of factors deitdie EPZ itself. Some scholars have
argued that EPZ growth acts a preliminary step tdweonomy-wide liberalization. In
this view, for example, EPZs have acted as a “dreese” in East Asia, including China,
for the last three decades, helping to build aréilieed regional economy (Graham 2004).
Others have argued against this conception of dpwsdnt, stressing instead the role of
strong activist states. Amsden (1989) describeswhg the Korean government, for
example, was able to offer subsidies to enterpussn and outside EPZs to successfully
promote a more stable growth pattern that did ebt solely on labour repression. Still
others emphasize the role of non-governmental siétoalliance with business interests.
For example, Schrank (2005), citing evidence frtwa Dominican Republic, stresses the
role of domestic entrepreneurs in creating linkehvioreign companies and investors in
order to attract investment, often outside thedsbindustrial zones.

EPZs take different forms conditioned by local exigies. We now turn to examine
the variation and commonality in EPZ structure cpca@ and outcomes in four countries:
China, Honduras, South Africa, and Nicaragua.

®In Namibia, however, the reverse is true, where BPZ employs Asian immigrants at higher wages than
Namibian workers (ILO 2008b).




China

Any attempt to analyse working conditions and indabrelations in China’'s EPZs faces a
serious obstacle — there is no data and informadiomll on working conditions and
industrial relations of enterprises, as relateERZs and non-EPZs. Therefore it appears
almost impossible to compare working conditions amdustrial relations between EPZ
enterprises and non-EPZ enterprises. However, weisa the limited data available (e.g.,
Fu and Gao 2007) to make tentative comparisongendde valuable contributions to the
literature.

EPZs have played a central role in the growth @retdlization of China’s economy.
In the 1980s, Deng Xiaoping's introduction of theZallowed China not only to attract
foreign investment but also to experiment with nroddechniques of enterprise
management, including human resource managemet,silected number of enclaves.
The expansion of EPZs and the replication of modeamagement techniques, including
HRM, began to erode the employment relations regohehe socialist system, often
described as the “iron rice bowl employment systei@allagher, 2005). The EPZ
experiment met considerable success from a busstasdpoint, and soon employers and
state companies were clamouring for more flexipilih employment, wages, and
production schemes. This facilitated regulatorpmerf of the entire economy, culminating
in the adoption of new labour laws in the mid-niegtthat gradually but steadily
dismantled the old employment relations regime urttle planned socialist economy,
while offering a set of rudimentary legal norms gming employment relations in a new
market economy. After the introduction of a seradsnational laws and regulations,
differences in the legal and regulatory apparafUsRY and non-EPZ enterprises virtually
disappeared by the early 2000s.

A few typological distinctions separate differeatrhs of EPZs in China into special
economic zones (SEZ), industrial free zones (IAY enterprise zones (EZ). A narrower
conception of a Chinese EPZ refers to only 60 sagetes with preferential tax and tariff
treatments (Fu and Gao, 2007, p. 4). For this m&phowever, we will use the broader
definition and treat them essentially the samegamlotherwise stated. For a detailed
description of the different zones, see table 1.

The development of China’s EPZ sector occurredhned successive waves. The
first, from 1980 to 1990, refers to the originsE?Zs, the liberalization experiments, and
constitutes the introduction of capitalist relasanto China. China’'s EPZs began as four
special economic zones (SEZs) in Shenzhen, ZhGhamntou, and Xiamen in 1980. Apart
from the first four, China’s SEZs are more jurigiios than physical zones — a Chinese
innovation. In 1984, China designated fourteen tabasties as economic and technical
development zones (ETDZs). These cities becamé d@&afactoSEZs, as almost all of the
incentives available to exporters operating in dhea-specific SEZs became available to
exporters operating there as well. In this periadighly 43 per cent of all FDI in China
went to Guangdong and Fujian provinces, where t&sSvere located (Graham 2004).
Another 27 per cent went to the coastal ETDZs. &loee, about 70 per cent of FDI in
China during this period ended up in the proviniceghich the SEZs or SEZ-like zones
were located (Graham 2004).

The second stage of boom and slowdown lasted fi@®0 10 1999. Since the 1980s,
China has sustained high growth rates with onlyomiftuctuations (Tisdell and Chai
1997). At the peak in 1992, 58 development zon@shigtech industrial development
zones (HIDZs) and 60 SEZs were established. Duhisgime the success of the SEZs led
provincial elites to deregulate areas within thaiisdiction as well, without necessarily
gaining approval of the central government (Lar@92). The third stage refers to the time
just before and after China’s entry into the Woflchde Organization (WTO) in 2001,
when a series of EPZs were established to enhampoete and execute the Western China
Development Strategy. After WTO approval, FDI flalvento China at a time when




inflows were generally declining around the worltaaccording to the Organization for
Economic Co-operation and Development (OECD),lipassed the US (BBC 2003).

Though economists have occasionally warned that the idi&ednature of EPZs
promotes a bifurcated development model wherebysERZ as a “safety valve,” staving
off a wider liberalization process (Madani 1999jria provides evidence to the contrary.

China’s SEZs provided a nhumber of preferential gyolheasures to attract FDI, and
had the highest levels of openness in the couminafg and Lin, 2002). The ETDZs
offered reduced nominal business fdxm 33 per cent down to 15 per cent, as their
incentive (Fu and Gao, 2007, p. 8). In additioneign-funded enterprises (FFES) were
exempt from the national business tax during th&t two years and are subject to half
taxation for the next three years. They were alsapt from local taxes for five years.
But it has to be noted that this preferential te@atment was abolished in 2007, as non-
ETDZ and non-foreign-funded enterprises complained alibat discrimination. The
abolition of the preferential treatment for FFEsnbyplizes that the period of economic
development which depended largely upon EPZs aiith Rlas ended.

Aside from import/export volume, no statistical alabn EPZs in China exists.
However, it is possible to infer certain developiseaut of particular phenomena. For
example, FDI and the total volume of imports angagis have risen steadily since the
mid-1980s. While not all FDI goes to SEZs, a siigaifit positive relationship does exist
between FDI and the expansion of SEZs in China.sSEE thus regarded as key factors
behind regional FDI inflows. The national developmeones are obviously an efficient
way of enhancing FDI inflow to the regions (Fu 2D07

In addition to attracting FDI and thereby facilitef economic growth, SEZs also
have been credited with playing a positive roleupgrading technology and absorbing
surplus labour. Considering that investment in dstine manufacturing enterprises
changed very little from 1995 to 2005, it can baatoded that the source of the structural
upgrading in China’s manufacturing sector is foneignded enterprise (Fu 2007).
Furthermore, the effect of FDI on employment isstabtial. The share of employment by
FFEs in all industrial enterprises tripled betwek395 and 2005. When China’s total
employment in industrial enterprises rose from 8dllion in 2000 to 105.20 million in
2005, the FFEs contributed 56 per cent to this groivu and Gao, 2007, p. 16). For a
detailed explanation of the various incentives,tabée 2.

The phasing out of the Multi-Fibre Agreement (MRAR004 partly accounts for the
increase in EPZ production in China, as many buyese prompted to redirect their
orders away from other Asian manufacturers, as aglfrom those in Madagascar and
Mauritius (Cling, Razafindrakoto, Roubaud 2005). é&pected, China was the primary
beneficiary of the end of the garment quota systéhe study by Fu and Gao (2007)
reports that “between January 2004 and January ZD0Bese exports of textiles and
clothing to the United States soared by 65.26 pat.t

Until recently China’s boom was riding on remarkaldw wages across the board
(Fu and Gao, 2007). However, there are two impogtamts to be made on recent wage
trends in relation to workers in FFEs. First, FREed to offer higher wages than their
non-FFE counterparts, attracting professional &iltéd labour. In 1997, for example, the
average wage at a Chinese enterprise was only 62cege of that of FFEs, and
manufacturing wages were just 58 per cent of FF§ewaHowever, the comparative
advantage of FFEs for wages has decreased. Thagavarage in China’s enterprises
reached 90 per cent of that of FFEs in 2005, sbwiagies in EPZs are no longer much
higher in comparison (Fu and Gao, 2007, p. 28)s Thifurther evidence of successful
reform beyond the EPZs. Second, the wages of Ghimegkers have been increasing

® See: http://news.bbc.co.uk/2/hi/business/3846489.s
" The real average tax rate is 11 per cent insidedne as opposed to 26.7 per cent outside the Ghang-Hee
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significantly since 2003/2004 as a result of ragednomic growth and decreasing labour
supply.

Thanks to a large scale economic stimulus packhgaegative impact of the global
economic crisis has been short-lived and somehawacted. China has begun to register
strong economic recovery and growth since early0201 early 2011, the pressing issue
for employers — whether foreign or domestic — s ¢ixtreme difficulty of recruiting and
retaining workers as labour shortage reached arfudevel. In response, the governments
in various localities increased local minimum wages average more than 20 per cent. In
the early days of industrialization in the 1990sere was an observation that local
governments intentionally kept local minimum wadew in order to attract foreign
investment. However, since 2004, an upward adjustroé local minimum wages was
used by local governments to attract migrant warkier the absence of a well-functioning
mechanism of wage negotiation at the enterprisgl.lev

A parallel change has taken place in the field rafustrial relations during the
transition period. Since the Cultural Revolutiontlé1960s until the early 1990s, China’s
employment and labour relations were administerithowrt national laws. The 1990s was
a crucial period of laying the basic legal foundas for market-based employment
relations and industrial relations, as the coutdok the important first step of introducing
various legal regulations that included the fireéade Union Law (1992) and the Labor
Law (1994). Though these laws set out the basesrgbverning employment relations in a
market economy and brought some changes to théidaeoof the socialist trade unions,
they served mainly to dismantle the old employnretdtions regime under the centrally
planned economy, rather than putting in place aalegiegal measures to protect workers
and an institutional framework for modern indudtredations (Lee, 2009).

However, a series of legal and institutional changdopted since the early 2000s
have begun to bring meaningful changes to the liegaiework for both the protection of
individual workers’ rights and the workings of modeéndustrial relations system in China.
In this respect, the adoption (in 2007) and impletaon (in 2008) of the Labour Contract
Law is noteworthy for a number of reasons. Firstallf while all previous laws and
regulations were largely applied to the urban waomtd, the Labour Contract Law extends
its scope of application to all workers, includingal migrant workers. Second, it offers
improved legal protection and job security to waeskeThird, it requires employers to
consult with trade unions or workers’ representiin major decisions on such matters as
dismissal and redundancy, and also in draftingeeismg work rules (Lee, 2009). Also, in
spite of the well known problems of the represeoma foundations of the industrial
relations system, China has made concerted efforéxpand trade unions and collective
bargaining coverage in every corner of the economy.

Enterprise unions’ dependence on employers cordirtoe seriously undermine
unions’ capacity to represent workers through ctile bargaining. However, it is to be
noted that there is a vigorous discussion withid antside the unions on how to improve
the foundation of industrial relations in Chinatbat the country can achieve industrial
harmony with more equitable distribution of wealltn.particular, a series of high profile
strikes by workers in 2010 clearly showed thatréferm of industrial relations and trade
unions have become urgent policy challenges fpattite partners in order for China to
further upgrade its industrial base, stimulate dstineconsumption and have more
equitable distribution of wealth which will ensugestainable economic development.

Honduras

The first EPZ experiments in Honduras began in 29if16 the Puerto Cortes free zone, the
country’s primary seaport. Initially, these earlynes came under the jurisdiction of the
National Port Authority. In the late 1980s, Hondukzenefited from special production-




sharing arrangements with US apparel companiesshanihcluded duty-free entry into US
markets for certain textile goods assembled thius, stimulating the maquiladora sector.

In 1987, Congress privatized the zones and eladwbratstrategy that declared the
zones were to be explicitly utilized for growth byport, and would employ a local labour
force. Also included in the new legislation werg tlidays to attract investors, thereby
giving rise to the textbook form of EPZ and a nawategy for growth. The expansion of
EPZs has been largely geographically concentrated today 70 per cent of the maquilas
reside in the northern beltway cities of San P&irla, Villanueva, and Choloma.

In 2007, 342 companies operated in 67 EPZs, up ft8th companies in 33 EPZs
nine years earlier. Whereas in 1997, 83,000 peapi&ked in EPZs, by 2007 the figure
was 134,000 (Lanza 2009). An amazing 50 per certheftotal manufacturing sector
labour force work in EPZs (Morley and Pifieiro 2Q0B)day, investors in Honduras enjoy
twenty years of tax-free operation, with no obligatto pay municipal taxes for a decade —
the blessings of an accommodationist state.

Liberalization policies were dramatic in Honduraghich went from having the
highest tax and tariff rates in Central Americali®d0 to having the lowest in 1995
(Morley and Pifieiro 2006). The ensuing proliferatiof EPZs earned it the moniker
“Maquila Republic.” The Honduran EPZ sector flohes in the 1990s, especially in the
apparel, garment, and textile industries, whidh@institute the bulk of its exports (half of
all companies are in textiles). Honduran EPZs a#dbautomobile harnesses to the US and
manufacture tobacco products. Between 1990 and &8f8oyment in EPZs climbed 40
per cent per annum (Cordero 2009). The US is Halsiprimary trading partner. It sent
$3.8 billion worth of apparel goods to the US, @add $3.2 billion for US-based imports
in 2005. The close relationship with the US hasnmheacertain degree of trade stability
over the years but also ties the fate of exporthediealth of the US economy.

Following the devastation by Hurricane Mitch in 89%he entire country was
declared a free trade zone (FTZ), which involvedagexiing some of the tax breaks and
other incentives — formerly the exclusive purviehE®Z employers — to all investors.

The worldwide economic crisis that began in earmedate 2007 reduced orders
from the US, and Honduran EPZs shed 15,000 job20b8, and an additional 4,000
between January and March of 2009 (Lanza 2009).edew Honduras still managed to
increase its market share of textiles by 0.7 pet.ce

Until 2007, workers in EPZs earned wages abovelggal minimum, the wage
earned by many assembly workers outside the EPZavax An ILO report (2008)
compares the lives of workers at EPZs with outsidekersapplyingto work at an EPZ.
The study finds that workers inside benefit andgdte in various ways, but do not find a
demonstrative difference in their work lives. Warkénside the EPZs enjoy earnings up to
50 per cent higher than the applicants, and thespales indicated room for advancement
and promotion by seniority. However, EPZ workerporé both poorer health and less
leisure time than the applicants.

Because salaries are related to working hours,ngorntant future study would
undertake a comparison of hours worked within aotside EPZs. EPZs in Honduras
operate 24 hours a day, seven days per week. Hamaoanagers often adhere to an HR
strategy called “goal achievement” by which workars forced to remain in the factory
until the daily quota is met, regardless of theetim takes. Given that overtime is
sometimes not paid or is underpaid, this raisesoolsvquestions about workers’ rights.
Production targets range from 1,800 to as high,830parts per day, and the daily goal is

® The impetus for maquiladoras expanded further G002with the passage of the Caribbean Basin Trade
Partnership Act (CBTPA), which gives member natipreferential tariffs

° Since 2004, it is estimated that the Honduran guvent gave away $45 million per annum in tax bseak
excluding customs exemptions (Lanza 2009).




relative to the output per worker — the more thekeo produces in a day, the higher the
quota.

With a fragile system of social dialogue, labourasht and social disruption are
common features of the Honduran political landscapel the EPZs are not exempt. The
General Confederation of Workers (CGT) in Cholomparts as many as 500 actions in
response to mass dismissals of unionists betwe88 atd 2000. However, anecdotal
evidence and written reports show that intimidatactics and illegal dismissals constitute
the bulk of anti-union activity by management. Amgdly it is an effective strategy since
union density hovers at a mere 13 per cent, mosthafm are members of the United
Confederation of Workers (CUTH), a business-frignalitfit. The Center for Womens’
Rights (CDM) reports frequent blacklisting of unistis and denial of the freedom of
association inside EPZs, corroborated by a 200@& St@partment report.

Labour issues were popularly debated during thegugsof the DR-CAFTA amid
isthmus-wide protests, strikes and walkouts. IndA&2006, the US Department of Labor
provided $5 million to support an ILO programmeptomote labour rights under the DR-
CAFTA.

Armbruster-Sandoval (2003) reports that numeroasstrational union campaigns
have have been waged in the growing number of regodustries, making use of a
“boomerang strategy” (Keck and Sikkink 1998), whwrepoor workers recruit the
assistance and solidarity of rich-country allies. darticular, he notes the victory of
Honduran workers in the EPZ known as Kimi in gagnione of the few collective
bargaining agreements in the sector. The ICFTU42@0s0 reports a victory by workers
at the Corazon apparel factory — in a campaignddrgy the Dutch union federation, FNV
—in San Pedro Sula after a video was shown &@b8 WTO summit in Cancun showing
verbal and physical abuses taking place at th@rfacthat again highlighted the role of
international actors in securing labour rights induras. However, this serves to
underscore the lack of traction of local Honduramns, which face incredible anti-union
pressure and have little or no access to worksites.

In general, union activity has been largely ineffex; and the size of the union force
has shrunk in recent years. Alternatively, many ERmpanies have turned to C$R
initiatives to deflect criticism of their anti-umaactivity* Despite legislation that protects
the right to unionize, under-resourced unions, @ggjve anti-union management, and a
poor legal enforcement mechanism ensure that theeps is extremely difficult if not
impossible.

Nicaragua

Nicaragua is the second poorest nation in Latin #Weae ahead of Guyana and right
behind its neighbour, Honduras (Cordero 2009). rAdiecades of political turmoif, EPZ
development in Nicaragua began in earnest onh\981 1during the presidency of Violeta

9 The Dominican Republic — Central America Free E€rakgreement (DR-CAFTA). Although the original
agreement included only the United States and teetr@ American countries of Costa Rica, El Salvado
Guatemala, Honduras, and Nicaragua (CAFTA), thejddfed in 2004.

" The idea of corporate social responsibility (C3R}o embed international norms, ethical standaads, a
panoply of “rights” into the business model of kargprporations, thereby promoting “a market fotuef where
unions are non-existent or unable to practice ihdawt monitoring that it would otherwise requidogel 2006).

2 An ILO study on Sri Lanka takes the position thab CSR (corporate social responsibility) initiativs
sustainable unless it is connected to and suppbstedstrong national industrial relations systerd @s actors.”
It then cites evidence from an Ethical Tradingi&tive (ETI) study that claims CSR-type work “daest result in
positive changes in terms of social compliance” véBanthiran, see:
www.ilo.org/public/french/dialogue/download/epzarika.pdf)

3 The Sandinista Revolution that overthrew the Samdiztatorship lasted until 1990, but most of theimure
was marked by violent clashes with the ClA-backeudti@s.

10



Barrios de Chamorro who overturned the remnantsSamdinista socialism and re-
privatized state assets (telecommunications, &#girbanks, etc.). The advent of peace in
the region marked the most critical precondition doowth and liberalization (Espinoza
2009). The peace dividend also reduced militaryndpy, but dramatically increased
public unemployment, as the military shed 75 peit o its soldiers (Agudelo 2000).

Protectionism was eroded in the 1990s with the rgath role of the Central
American Common Market (CACM), which includes CoRiaa, El Salvador, Honduras,
Nicaragua, and Guatemala. While the experiment watfionalism has been a cautious
success, sticking points exist over a common gyater attracting FDI and EPZ-based
production, largely the result of the lack of poli will in the face of incentive wars. The
Nicaraguan EPZ system emerged later but with sinvigour as it did across Central
America. An ILO report states that in 2006, 922,0@frkers were employed in Central
American EPZs (Singa-Boyenge 2007).

Though Nicaragua has been more successful in tatiya€DI overall, Honduras has
had better luck attracting investors to its EP2@e@ossibly owing to a better incentives
package. In Nicaragua, incentives for EPZ investastonly 15 years, but are permanent
in Honduras (Gitli 1997). This suggests that FDalso attracted to areas other than EPZs
in the region. Moreover, until 1998 Nicaragua ge@inexporters income tax exemptions
and Tax Benefit Certificates, quasi-bonds that lbarused to pay taxes or sold to third
parties (modelled after the successful system useddiversify exports toward
manufacturing in Costa Rica). However, the systeas ended and replaced with an export
subsidy.

Though it is often claimed there were no EPZsléhd990 in Nicaragua, there were
fledgling free trade zones in the late 1970s tlaahe under Sandinista control after 1979.
After the transition to capitalist democracy, thelifical impetus to grow by exports
culminated in a series of laws to promote a mopict EPZ sector; a dedicated body to
oversee the zones was created, the National Free Zommission (NFZC). Nicaragua
therefore has a bifurcated system of EPZs, sombkcpsbme private. A 2008 World Bank
report finds that outside East Asia privately-owrmahes are preferable as they are
generally more profitable, retain more technololfjjcadvanced equipment, and attract
higher-end activities.

In 1990, adjustment programmes brought inflatiomlarncontrol, cascading from
13,000 per cent to between 10-20 per cent. ThoghePZ sector had only just begun in
1991, by 1998 the value added share of maquilasawsegligible 10.7 per cent (Agosin
2001). Nevertheless, EPZ development has lagged especially in comparison to
Honduras, not delivered a significant consolidagemivth mechanism. By 2002, however,
$146 million dollars in FDI inflows gave the strgyemore confidence. By 2005, almost 80
per cent of its exports came from EPZs, besting bt Dominican Republic (77 per cent)
and Panama (67 per cent). In 2008 the country tgmbrad zones (World Bank 2008).
Today, according to the NFZC, 262,000 people arecty and indirectly employed in
Nicaraguan EPZs.

Anecdotal evidence suggests that EPZ workers imrdgua are denied the legally-
mandated minimum wage under Daniel Ortega’s nevdiBata regime (interviews, May
2009). In fact, low pay and violations of labouwlaave characterized Nicaraguan EPZs
from the start (Espinoza 2009). Unlike in the otleeuntries in this study, wages in
comparable industries outside the zones are higimeraverage (Raphaelidis 1997).
Moreover, many Nicaraguan workers live and workdathe most deplorable conditions in
Central America, without access to potable watexdmquate sanitation (UNCTAD/UNDP
2000; Espinoza 2009). This has created hostileakd@logue at times within the EPZs.
Scholars have noted particularly the important thég women have played in Nicaraguan
labour struggles (Bandy and Mendez 2003).

Just as the free zones were maturing in Nicaragoployers clamped down by
busting unions (Wimberley 2009). While Nicaraguaorkers enjoyed higher rates of
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union density than anywhere else in the isthmuben1970s and 1980s, the liberalization
regime has brought renewed attacks on workers'nizgidons. The Washington-based
Campaign for Labor Rights (CLR) reports that a éaggale assault on unions began in
2000, with “mass firings” at the US-owned Mil Cadsrjeans factory. Up to that point, as a
result of militant organizing drives by the Sandtailed union (CST) and international
solidarity campaigns in the US, nearly half of ER@rkers were union members (CLR
2000).

However, workers were able to respond to some dedgreom 1996 to 2000,
Nicaraguan EPZ workers and North American alli@gtive in the area since the solidarity
campaigns of the 1980s — conducted a transnati@mapaign for labour rights. Wimberly
(2009) claims that the campaign was only “partlgcgassful” but that the model for
mobilization helped stabilize union decline, evieih did not increase it.

Widespread outsourcing and subcontracting througtimuzones, however, provide
difficult terrain for trade unions and for a cohareocial dialogue system to take hold
(Espinoza 2009). However, several researchers amethiat local non-traditional unions
have seen marginal staying power. The Working andnmployed Womens' Movement
“Maria Elena Cuadra” (MEC), for example, formed epeéndently of the CST, has
engaged thousands of workers on legal issues rgotirtg, and human rights awareness
programmes (Espinoza 2009; Bickham-Mendez 2005).

South Africa

Many African nations followed the rest of the dephg world into EPZ-based
production in the late 1980s and early 1990s. Séitlta adopted the strategy late in
1997, after all the countries in this report, aneréfore had the benefit of drawing on the
experiences of its neighbours (Chinguno 2009). Hewnethe lessons may not have
helped. According to Baissac (2003), with the etioapof Mauritius, Tunisia and Egypt,
African EPZs are marked by “marginal employmentaietplow FDI, absent linkages with
the domestic economy, and limited foreign exchaogetribution.” Given the costs of
building and maintaining EPZs, “the total balancethe region as a whole may well have
been negative.”

The South African experience is similar. Becausenajor economic failures and
widespread violations of labour and social rigliBZs became very unpopular in Africa.
Massive austerity protests, some of them violeant, be seen as an expression of moral
outrage against the market-driven assault on theldementalist state, which underpinned
the class compromises after the Second World WahenGlobal South (Webster and
Adler 1999).

South African EPZs are called industrial developnzemes (IDZ) to reflect a stance
against the labour-repressive regimes of typicaEEhinguno 2009). The interplay of
global trends, political and economic forces, amnestic socio-economic policy all
combined to form a different kind of EPZ than irhert places on the continent. Still,
progress has been slow and a coherent EPZ-led®rhtis yet to bloom in full (Chinguno
2009).

After the war, South Africa developed an economgsda on import-substitution,
which was relatively isolated from internationaltwerks as a result of trade sanctions
against the apartheid regime. Described as a “oaghstate” (Schneider 2000), restrictions
on growth meant high levels of unemployment, oligtgtic ownership structures,
sustained falling per-capita incomes, and stagnatfdhe centrepiece of the economy, the
minerals-energy complex (Fine and Rustomjee 198®jch pushed many mining and
financial companies into manufacturing. The growthhat sector in the 1960s led to the
expansion of a black working class and the rismitifant trade unionism that challenged
whites-only welfare capitalism. After massive strikaves rocked Durban, the state began
in earnest to contain the uprisings with legiskatand compromises that would provide
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jobs to blacks, who were increasingly disenfrarethifrom finding work in the urban
centres (Wood and Harcourt 1999).

As an antidote, the apartheid state establishatu$imial parks” in the black enclaves
known as Bantustans, to exploit cheap surplus lalsatisfy demands for jobs, and to act
as buffer zones against increasing waves of blatlanization (Bezuidenhout and
Moussouris 2007). Firms that invested in these dborindustries” were granted
government subsidy packages and other concessiansh (2002) describes them as EPZs
in disguise and claims they formed the precedentifadern-day IDZs.

The “double-transition” (Webster and Adler 1999})ta end of apartheid constituted
both a political transformation to democracy arshit toward economic deregulation and
export-led growth. Fuelled by a reckoning with tfelures of the past, the new
government sought to curb unemployment and widemigguality with an outward-
looking, supply-side strategy (Chang 1998) thatedopo pull the economy out of the
morass that Mandela inherited from the Afrikanewegoment. Shortly after the ANC
adopted the macroeconomic policy framework Grovamployment, and Redistribution
(GEAR)* IDZs were officially approved in September 1997.

However, despite the ANC’s support for IDZs, theesttwo partners in the Alliance
government, the Congress of South African Tradeoh&i(COSATU) and the South
African Communist Party (SACP), raised objectiomshe traditional EPZ model because
of labour and social deregulation. Though the AN@‘®jinal intention was to create a
sector more classically EPZ (more investor incestjvspecial customs area, extra-
territorial regulation, etc.), the other social tpars successfully lobbied at NEDLAC
against what they saw as encroaching neoliberalidmack of consensus therefore
characterized the IDZ project from the start (Chimg 2009). Consequently, the particular
form of South African IDZs and their relative ineftiveness is to a large extent the
product of a failure to implement a coherent sgater develop a committed policy
platform through which to encourage IDZ-led growth.

South African EPZs are therefore not exempt from swcial regulation, including
labour law (Chinguno 2009). However, despite higregulatory structures than other
models, IDZs do offer special incentives for ineest including duty-free imports, six-
year tax holidays, VAT-exempt tax structures, antteasnlined administration
requirements that minimize red tape. Still, somgppnents of the IDZ concept argue that
the South African incentives package in the zonmotsattractive enough to compete with
other countries in the region and therefore wiBule in lacklustre performance of the
zones (Tang 2008). Moreover, many investors on g¢gneund bemoan the poor
implementation of the IDZ plan and claim that therpised subsidy packages do not
always materialize.

The South African zones are directly integrated itite global market, though
linkages to the domestic economy are rare. Whitevded links were not expected, the
much-anticipated backward linkages have hardlyspaed either. Consistently, labour is
the most popular locally-sourced commodity. Becanfsthe deep global links, the South
African IDZ sector has been exposed to the turlmdeast the international economic crisis,
represented by higher import prices and decliniagnahd. There are a few exceptions to
this rule, where EPZ-based producers have develtquad backward linkages, such as
food producers and the Biomass wood brick manufactiMoreover, firms with local
links create more jobs relative to the amount itees Dynamic Commodities, for
example, created 700 new jobs with an investmengofmillion US dollars, while
Acoustex, an enterprise without links, created fnfthe same amount of investment
(Chinguno 2009).

14 GEAR represented the first decisive step towardsket-driven orthodoxy: relaxed monetary contralse
privatization of state assets, and “regulated lfigiky” in the labour market.
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Chinguno (2009) explains that four IDZs constittlie South African experiments
with a liberalized export model. At $1.8 billiorhet Coega-Port IDZ is the single largest
development project since 1994 and the largest BPZfrica. The zone is run by the
government and so far has had trouble finding alar investor,” a large investor who
will help to attract other businesses to the afid®e East London IDZ, nearly a mono-
culture zone of the auto industry, opened in 20@th W4 investors, and is also state-
owned. The Richard’'s Bay IDZ, run by the Kwa-Zulwathl provincial government,
suffered setbacks due to land allocation issueshasdthus far been largely inoperable.
The same is true of the OR Tambo IDZ which metygelzecause of zoning issues, poor
land allocation, and airport redevelopment. AlliféZs are publicly owned, reflecting a
stance against the recent trend towards privaiedyated EPZs. In the 1980s only 25 per
cent of EPZs in developing nations were in privaeds, but as a result of an increasing
confidence that private zones are more effective e@meaper for the host country, that
figure increased to 62 per cent in 2008 (World B20&8).

The post-1994 economic crisis, especially joblessnen the majority black
population, was a major impetus for IDZ developmétawever, thus far the zones have
not made much of a dent in unemployment, which ytddagers around 32.5 per cent
(Labour Force Survey, second quarter). Though loftgntions predicted the creation of
over 20,000 jobs in some of the zones, only ab@@®have materialized.This number
includes the large percentage of supposedly ID£&ggad employment that is actually
constituted by businesses which have relocatedfgt@ones in search of tax breaks.

Relocated businesses are also the primary soufcesion labour, as efforts to
recruit new members have been difficult in the IDM®st of the IDZ union members are
organized by NUMSA in the automobile sector. Thevpatence of subcontracted labour
and labour brokers present the same obstaclesstgareuitment inside the zones as they
do outside. Technically, unions enjoy the sametsigis they do outside the zones, but the
tightly-monitored security situation also makes raagphing workers difficult (Chinguno
2009).

Although there is no overt discrimination agairetihle workers in terms of wages
and benefits, women make up the majority of thekéooce in the non-union shops, and
specifically in the places where labour brokeringd asubcontracting have created
conditions most like those in generic EPZs. Furtitee, though South Africa receives
many immigrant® from neighbouring Zimbabwe, Lesotho, and Namiliiey are under-
represented in the IDZs, as most employers engage hationals. Wages and hours tend
to mimic the rest of the economy, or may even beemorker-friendly than in the non-
IDZ sector (Chinguno 2009).

There are myriad reasons for the evident shortogsnof the IDZ system. Overall,
the zones have failed to attract investors. Bec&asgh Africa attracts more FDI than any
other country on the continent (UNCTAD 2009), inist immediately clear why the funds
are not helping an export-led strategy. Some viesvawitch from import-substitution to
wide liberalization as a mistake, or that it hapgetoo quickly. Other perspectives claim
that it has not gone far enough, and see the lamowement’s intervention as inherently
limiting. The unions hold that the basic tenet&BZ production fundamentally undermine
the “decent work for alf” promises of Jacob Zuma’s campaign platform. Anothew
holds that other conditions restrict the developn@ra strong manufacturing sector, for
example the shortage of skilled workers and engieA lack of clarity over the

> The expectation of massive job growth was a majgretus for EPZ expansion elsewhere in Sub-Saharan
Africa too. In Namibia, after three years of EPZidty, only 400 jobs were created, in contrasthie expected
25,000. (Jauch 2002)

% Internal migration within South Africa has als®em in recent years, driven largely by increasiemdle
migrants looking for work (Posel 2003).

7 See the BBC (2009): Zuma Sworn in as S. Africadezahttp://news.bbc.co.uk/2/hi/8041409.stm
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administration of the zones — local versus proahgbvernments — creates confusion for
some of the elected officials and businesses imeblv

Conclusion and discussion

This report has explored EPZ development in founntdes, assessing the historical
features of each country that has given rise targety of EPZ models. In particular it

assesses the possibilities for social developmtéet,creation of linkages, the working

conditions within EPZs (as compared to similar stdes in the non-EPZ sector), and the
effect of the global economic crisis.

The long-term success of EPZ-led development mesthe ability of nation states to
seize foreign demand in order to direct resources higher-productivity areas.
Theoretically, an increase in profits and produttican then translate into higher living
standards, assuming workers manage to capturetiarpof the surplus (ILO 2008). But
can an EPZ sector flourish alongside social gainsvbrkers? How can we reconcile the
“success” of the EPZ model as an engine of FDIugetheir “success” as instruments of
social development?

Social development and linkages

The case of Honduras is ambivalent. On the one,hiaisdclear that the country benefited
from important special arrangements with US capitaing the nineties. Regional trade
agreements like the DR-CAFTA have attempted toicartthese relationships. However,
increased competition from Asia has shocked theddman sector and raised questions
about the long-term viability of the EPZs.

However, the paper also finds that the repressibitaloour standards and the
suspension of trade union rights may be directlyatated with successful implementation
of EPZs. China is the obvious case in point. EP&gehgrown in popularity across the
economy, attracted many investors, and turned gwergment further toward capitalist
development, but only under conditions that greadgtrict workers’ rights. Graham
(2004) notes, citing Chen and Wong, “The main atioa of these areas, from the point of
view of the foreign investor, was the ready avalitgbof cheap but disciplined labor?..
Undoubtedly, Chinese SEZs helped to attract madsivk However, when businesses
outside the SEZs were essentially accorded the gamstment incentives as those inside
SEZs in 1991, thereby nullifying the comparativeatage of the zones, FDI poured in to
the country at even greater levels. This has cassaw analysts to wonder whether SEZ
development paved the way or actually slowed ddwenliberalization process (Graham
2004).

In South Africa, by contrast, where unions haveirsd power in government and
have succeeded in holding EPZ employers accountabl@rkers, the strategy has failed
to produce noticeable gains or attract sufficientestors. Whereas SEZs in China and
magquilas in Honduras were set up primarily in pavith the highest levels of existing
industrialization, South Africa tried to use IDZs ¢atalyze social development in places
with low levels of industrialization, where FDI widuotherwise not necessarily go — East
London’s automobile plants being a prime exampRZ&there have suffered an identity
crisis of sorts, caught between market-driven andyriesian-redistributive logics

18t is not impossible that decent working condiaran be a competitive advantage just like low \wage2005
ICFTU report details the preferential trade arrangets with the US and Cambodia, which is differthain the
situation described above with Honduras. In thisecdJS importers tied increasing quotas to impram@sin
labour rights standards, which included regulapéusions by the ILO, even after the conclusiorhef MFA. The
Cambodia economy is rife with garment EPZs.
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(Chinguno 2009). The South African outcome is quiiiéerent from the experience of
many so-called developmentalist states which tgkdeBZs as a mechanism to expand,
where workers submit their interests to the groptitential of the domestic economy,
which in practice means enhancing private profi@hilbber 2007). Nevertheless, the
protections workers have retained against labopression and a comparatively fairer
regime of social dialogue have not helped to dtfi@us or capture the potential benefits
from the export-led growth model. Moreover, indigstir with the highest-performing
exports also lay off the most workers (Roberts 2000

However, the question of the relationship betwedyolr rights repression and EPZ
“success” is more complicated than the China-Séditita comparison shows. Honduras
is a highly authoritarian state, yet its EPZ searot nearly as successful as China’s. This
points to a need for further research to more faltalyze the relationship between the
repression of labour standards and the succesgfiléinentation of market-based policies,
especially as these relate to the peculiaritigh@iChinese development model.

A basic prerequisite for the social-developmengaacity of EPZs is that the zones
are linked to the host-country economy in ways finamote some degree of reciprocation.
In every context studied here, however, EPZ opesdtave failed or neglected to create
the linkages necessary to promote wider social [dpweent within the host countfyIn
the 1990s, the Honduran maquila sector surpassegrthvth trends of other sectors of the
economy. However, despite significant overturetheoexport-oriented model, in keeping
with the orthodoxy of the 1990s, and despiteeleratingexports throughout the decade,
Honduras actually experiencegceleratinggrowth the second half of the decade overall
(Morley and Pifieiro 2006\MWhile EPZs helped to enrich the sweatshop corradound
San Pedro Sula where multiple factories are cordeel it failed to spur growth in the rest
of the country. This is precisely because “besldbsur, electricity, rents, and a few other
services, firms operating in the sector purchasetimally nothing in Honduras” (Agosin
2001). The same is true of Nicaragua, where magjuilave almost no linkages
(Raphaelidis 1997). Though EPZs led the developmpesii, and despite significant strides
toward macroeconomic equilibrium, the country has achieved sustained growth
patterns or seen rising living standards (Agosid120

Others have suggested that Central American cegntriHonduras and Nicaragua in
particular — lack the fundamental investments im&n capital necessary to jumpstart
economy-wide economic growth (Barro 1991; Bengod Sanchez-Robles 2003; Agosin
2001). Human development indices surely matter, @t education and health problems
are certainly fetters on the likelihood of techrgitospillover, but these factors are hardly
unique to Central America.

While EPZs have flourished as a vehicle for gladeal production, as an employer
strategy for low-cost exports, and (on occasionjaagovernmental strategy to absorb
surplus labour and attract FDI, they have failedreatedecentjobs. In other words, we
can usefully view the EPZ strategy as a low-rodddeation model by promoting a race
to the bottom. It does not appear to matter whebharot the strategy is successful in its
own right or not. In China as in South Africa, baekd linkages do not develdpMadani
(1999) suggests that linkages are dependent upmrhdbt-country having an existing
industrial base. EPZs are seen in this way as dtirn@ industrial development, not
jumpstarting it. The so-called catalyst effect, @fhhas shown success in Malaysia, refers
to the demonstrated attractiveness of EPZ firmtbénability to lead by example, inspiring

¥ There are some notable exceptions in South AfBe@. above.

2 Some have suggested that linkages have develogattithrough technology transfer. But others f3tina to
be consistent with larger trends. As Jayanthakumf2803) notes, “In practice, the technology transff EPZ
firms to local firms was not substantial. EPZ firmgher use a universally available technologyinathe garment
industry, or if they use advanced technology, ashi@ electronics industry, it is heavily guarded dts

dissemination is highly restricted.”
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local businesses to produce and distribute for exgowell (Johansson and Nilsson). For
now, however, optimism is tempered by scant eviddadhis effect.

Theoretically, linkages can be made and an ecormmuid be “catalyzed,” but it is
crucial to remember that this would contradict ttended purpose of EPZs as seen by
those social partners most actively encouragingsthetegy: multinational corporations
and national governments with large labour surglu$e put it another way, because links
do not materialize spontaneously (Jenkins, Esquamd Larrain 1998), and governments
may lack the political will to enact policies totaslish them, it is not surprising that they
rarely exist. The establishment of linkages alsplies a strategy of investment irpkace
rather than @roduct possibly for an extended period of time. Buyerd sellers need time
to develop product markets and entrepreneuriatioalships. But as the ICFTU (2004)
notes, “By its very nature, EPZ investment is prieces, and likely to leave the country at
a moment’s notice if more favourable conditionsgosduction, including lower wage, are
on offer elsewhere.”

Wages, working conditions and social dialogue

This report also finds that EPZ workers are paidhtly higher wages than those in
comparable industries outside the EPZ sector, éxoeplicaragua (Raphaelidis 1997).
This may be explained by a number of factors. Firdtlespread criticism of the EPZ
model has led many operators to deflect negativdigity with an offering of better
economic standards. Secondly, the profile of matiomal companies is sometimes higher
and subject to more political scrutiny than logabder outfits. Lastly, many multinational
companies have CSR initiatives that may oblige ¢henpany to pay the local legal
minimum, whereas local employers are much moréyliteetry and skirt the law.

However, it is essential to remember that EPZssgctbe board — including even
South Africa, where unions have retained a modiafincontrol in the zones — rely on
labour repression and antiunion policies to enhacmarol of the workplace, thereby
limiting the possibility for upward mobility or saf jobs to the benevolence of employers.
Through fear, intimidation, physical attack, the2 wd yellow unions, security fences, or
national legislation, EPZs have largely succeededadterring union organizing efforts
(Chinguno 2009). A labour-repressive environmend &w union density in all four
countries studied here, even in South Africa, gahetends to foster the kind of limited
social dialogue characteristic of industrial redas in the zones.

Effects of global economic crisis

The economic crisis has negatively impacted aleghcountries’ EPZs in the study.
Slumping demand has led to fewer markets for expand possibly higher input costs,
which has already translated into retrenchmentshaimt freezes in the developing world.
However, the rise of China will also have a negatimpact on most other EPZ-led
economies, Latin America in particular. While so®euth American economies have
benefited from China’s need for natural resourt®s,Central American isthmus has been
negatively impacted by the commodities boom becaugeoduces similar exports as
China at a higher cost, and is therefore losingliare of the market. Today the Honduran
and Nicaraguan maquiladoras survive primarily asesult of preferential US trade
relations which impose relatively high import taxem Chinese goods. Lagging
infrastructure and comparatively higher wages thiam domestic non-EPZ sector and
Asian workers makes the sector US-dependent, thauglysts know this is not a
sustainable solution (Davy 2003). For example, &CUAD/UNDP report insists that
“Nicaragua must be gradually weaned of its depecelan unhealthy levels of foreign
assistance.”
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Comparisons with non-EPZ sector enterprises

Analysis of comparable businesses outside EPZsdifieult because of data and

information limitations. However, some insights gmessible. It is likely that EPZs are
more efficient outfits, with higher rates of protiuity than comparable non-EPZ

businesses. First, labour inspectors and workensisintly report the use of upgraded
technology and more sophisticated human resourcegesnent techniques that would
make business run faster and essentially moreiefflg. We know from experience in

myriad instances that upgraded technology allowshigher rates of productivity (output

per worker) and profits.

Secondly, it is also clear that as a strategy fiwacting FDI, they are far superior to
similar enterprises outside EPZs that offer noessslincentives for investors. However,
when the incentives are more widely socializedinasany parts of China, SEZs tend to
lose their obvious advantage. However, FDI stitrss to congregate around SEZ-dense
areas. According to Zhang and Felmingham (200Exetlare causal links between FDI
inflow and China’s exports by regions with a highmber of FFEs concentrated along the
eastern coast, recipients of less FDI in Centrah&hand the group receiving the least
amount of FDI in Western China.

Finally, the multinational character of EPZ investaand their sheer size and
economic importance affords them obvious bendiias $mall local operators do not have.
These include access to government policy-makerd, important information flows.
These points of access are likely to create mosastined business models with better
knowledge of world market fluctuations that wiltimlately enhance their profit margins.
These facts present a case for expecting a higtgred of efficiency from EPZs.

Table 1.
Typology of EPZs in China

China’s national typology ILO’s typology

Special economic zone (SEZ) Special economic zone
Open coastal/riverside/inland/border city

Economic and technology development zone (ETDZ) Enterprise zone
High-tech industrial development zone (HIDZ)
Border economic cooperation zone (BECZ)

Bounded zone/logistics park (BZ/BLZ) Industrial/commercial free zone
Export processing zone (EPZ)
Industrial park, investment zone (IP/IZ)

Source: “ILO, types of zone: An evolutionary typology”, available at: www.ilo.org/public/english/dialogue/sector/themes/epz/typology.htm
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Table 2.
The differences between ETDZ/HTIDZ/EPZ/BZ

Category ETDZ HTIDZ EPZ BZ
Level National National National National
Rate of corporate income tax 15%

. 2 years of exemption and three years of
Preferential arrangements of FIE reduction by half (7.5%);
Preferential arrangements of
enterprises adopting advanced
technology

Reductions up to 3 years under certain
conditions

Preferential arrangements for export ~ Preferential tax rate at 10% for the year in
oriented enterprises which export value exceeding 70%

Duties and importation VAT for
imported self-used production
equipments and parts

Exemption granted for enterprises within the

Exemption
encourage category

Duties and importation VAT for
imported office appliance and No exemption Exemption
management equipments

Duties and importation VAT for No exemption except for bonded materials E .

. . : xemption

imported materials for processing trade

L|cgnse for |mporteq mater{als, No exemption except for encouraged Exemption for all projects under

equipments and office appliance . X .

X projects under processing trade processing trade
under processing trade
Domestic sale of products comprising Taxed as Taxed upon
: Taxed as finished product finished imported raw

bonded raw materials .
product materials
Refund Refund granted

VAT refund for finished products Refund granted only if finished products granted after only if finished

made from domestics leave territory of China domestics products leave
enter EPZ territory of China

Bank guarantee bond under Required Not required

processing trade
Rate of VAT 17%; 13% for agriculture

40% of paid income tax for the re-
investment; totality of paid income tax for re-

Tax refund for re-investment investment in the case of export oriented
enterprises and enterprises adopting
advanced technology

Source: “Special economic areas of China and WTO — will the privileges survive?” (Wenger Vieli and Belser, 2003).

19



References

Agosin, M. 2001. “Global integration and growth Honduras and Nicaragua” (United
Nations University. World Institute for DevelopmahEconomics Research).

——; Bloom, R.D.E.; Gitli, E. 2000. “Globalizatioliberalization, and sustainable human
development in Central America” (Geneva, UNCTAD/URBIobal Programme).

Agudelo, I. 2000. “Implicaciones de la reforma e@mmica para el desarrollo humano
sostenible en Nicaragua” (Managua, UNCTAD/UNDP @ldbrogramme), March.

Amsden, A. 1989Asia’s next gian{Oxford, Oxford University Press).

Armbruster-Sandoval, R. 2003. “Globalization andnsnational labour organizing”,
Social Science Histor27(4).

Bengoa, M.; Sanchez-Raobles, B. 2003. “Foreign direestment, economic freedom and
growth: New evidence from Latin America”, iBuropean Journal of Political
EconomyVol. 19, No. 3, pp. 529-45.

Best, S. 2005. “Factory Improvement Programme.L8rika: Impact report — one year
after completion” (Geneva, International Labour @&@mgation, Institute of
Development Studies).

Bezuidenhout, A.; Moussouris, M. 2007. “Towardseaelopmental state: The implication
of the national policy framework for the Easternp€a SWOP Working Paper
commissioned by the Eastern Cape Socio Economicd@wting Council.

Brenner, L. 2000. “Building ‘Euro-regions’: Locatial politics and the political geography
of neoliberalism in post-unification Germany”, European Urban and Regional
Studies 7(4), pp. 319-45.

British Broadcasting Corporation. 2009. “Zuma swamas South African Leader”,
May 9.

——. 2004. “China tops US in investment tablefel@8.

Campaign for Labor Rights. 2002. “Union-busting &tegua’s free trade zonel’abor
Alerts 3 Feb., accessed at: www.hartford-hwp.com/arahvé261.html

Chang, H.J. 1998. “Evaluating the current induktpmlicy of South Africa”, in
TransformationNo. 36.

Chibber, V. 2007. “Into the fold: The legacy of ¢al's subordination in post-colonial
India”, in D. Banerjee and M. Goldfield (edslabour, globalization and the State:
Workers, women and migrants confront neoliberal{Routledge.)

Chinguno, C. 2009. “Neither fish nor flesh: A rewief South Africa’s version of the
export processing zones” (University of the Witssvatand, Sociology, Work and
Development Institute).

Cling, J.P.; Razafindrakoto, M; Roubaud, F. 200%&xgort processing zones in
Madagascar: A success story under threatAyanld Developmentvol. 33, No. 5,
pp. 785-803.

CRS Report for Congress. 2006. “Honduras: Politenad economic situation and U.S.
relations”, in M.P. SullivanLatin American AffairdForeign Affairs, Defense and
Trade Division).

Davy, M. 2008. “What does China’s growth portend fatin America?”, American
Enterprise Institute for Public Policy Reseay®to. 2.

Espinoza, M.L. 2009. Research about EPZs of Nicerdigpm 1997 to 2007.

20



Fine, B.; Rustomjee, Z. 1992. The political econarhpouth Africa. From mineral energy
complex to industrialisation (London, Westview).

Gallagher, M.E. 2005Contagious capitalism: Globalization and the paktiof labor in
China(Princeton, Princeton University Press).

George, A. L.; Bennett, A. 200€ase studies and theory developm@ambridge, MIT
Press).

Ghosh, J. 2007. “Informalization, migration and veam Recent trends in Asia”, in
D. Banerjee and M. Goldfield (edsDabour, globalization and the State: Workers,
women and migrants confront neoliberali$Routledge).

Gitli, E. 1997. “La industria de la maquila en Geaimerica” (ILO-San Jose).

Gopalakrisnan, R. 2007. “Freedom of association eoltective bargaining in export
processing zones: Role of the ILO supervisory meishas”, International Labour
Standards Dept. working paper (Geneva, Interndticaiaour Office).

Graham, E. 2004. “Do export processing zones atfiat and its benefits: The experience
from China”, ininternational Economics and Economic Polidiol. I, pp. 87-103.

Fu, X.; Gao, Y. 2007. “Export processing zones hin@: A survey”, report submitted to
the ILO, unpublished manuscript.

Harvey, D. 2005A brief history of neoliberalisrOxford University).

Hom, S.; Mosher, S. 200Thallenging China: Hope and struggle in an era bhiege
(New York and London, The New Press).

International Confederation of Free Trade Union€FITU). 2006. “Internationally
recognized core labour standards and the Peopgmilific of China”, available at:
www.icftu.org/www/pdf/clschinacor2006.pdf

——. 2005. “Cambodia: Increasing pressure on tuadmn rights”, inTrade Union World
Report

_— 2004. “Behind the brand names”, available at
www.icftu.org/www/PDF/EPZreportE.pdf

International Labour Organization. 2008. “Economévelopment and working conditions
in export processing zones: A survey of trends”,rkifmy Paper No. 3 (ILO,
Geneva).

——. 2008b. “Report of the InFocus Initiative ofp@rt processing zones (EPZs): Latest
trends and policy developments in EPZs”, GB.301/6SB01st Session (Geneva).

——. 1998. “Labour and social issues relating Xpog processing zones”, Report for
discussion at the Tripartite Meeting of Export Rrsging Zones-Operating Countries
(Geneva).

International Union of Food Workers. 2008. “Walmartd ACFTU agree on ‘win-win’
formula: Workers ‘win’ wage freeze”, accessed ataafoodworker.net/?p=303

Jauch, H. 2002, “Export processing zones and tlestdior sustainable development: A
Southern Africa perspective”, Bnvironmental and Urbanisatioivol. 14, No. 1.

Jayaweera, S. 2003. Continuity and change: Womenk&¥® in garment and textile
industries in Sri Lanka,” in S. Mukhopadhyay and Stidarshan (eds.Jracking
gender equity under economic reforn{®ttawa, International Development
Research Centre).

Jenkins, M.; Esquivel, G.; Larrain, F. 1998. “Expanocessing zones in Central America”,
Development Discussion Paper No. 646 (Cambridgervdfd Institute for
International Development).

21



Johansson, H.; Nilsson, L. 1998. “Export processmumes as catalysts”, iWVorld
DevelopmentVol. 25, No. 12. pp. 2115-2128.

Keck, M.; Sikkinik, K. 1998. Activists beyond borders: Advocacy networks in
international politics(Cornell University Press.)

Lanza, D. 2009. “Honduras research on export peicgzones” (Tegucigalpa).

Lardy, N. 2002.Integrating China into the global econonfyWashington, DC, The
Brookings Institution).

LARRI. 2000.Export processing zones in Namibia: Taking a clések (Windhoek).

Lee, C.H. 2009. “Industrial relations and colleetibargaining in China”, Working Paper
No 7 (Geneva, ILO, Industrial and Employment Relagi Dept),

Madani, D. 1999. “Review of the role and impactesiport processing zones”, Policy
Research Working Paper, Series No. 2238 (Washin§tén The World Bank).

Mayer, J. 2003. “The fallacy of composition: A rewi of the literature”, UNCTAD
Discussion Paper, No. 166.

Mendez, J.. 2005. “From the revolution to the mkgldgra: Gender, labor and
globalization in Nicaragua” (Durham and London. Bukniversity).

Morley, S.; Pifieiro, V. 2006The impact of CAFTA on producers, consumers anicomest
income in Honduraginternational Food Policy Research Institute).

Posel, D. 2003. “Have migration patterns in postrepeid South Africa changed?”, paper
prepared for the Conference on African Migration Gomparative Perspective,
Johannesburg, University of Natal, South Afric&, dune.

Raphaelidis, L. 1997. “Sewing discontent in Nicarag The harsh regime of Asian
garment companies in Nicaragua”, Tine Multinational Monitor Vol.18, No. 9,
Sep.

Roberts, S. 2000. “Understanding the effects aderpolicy reforms: The case of South
Africa”, in South African Journal of Economj®&8(4), pp.607-638.

Rodriguez-Garavito, C.A. 2005. 2Global governance kabour rights: Codes of conduct
and anti-sweatshop struggles in global apparebfest in Mexico and Guatemala”,
in Politics & Society 33(2), p. 203.

Russell-Brown, S. 2002. “Labour rights as humahtsgThe situation of women workers
in Jamaica’s export free zones”, Berkeley Journal of Employment and Labour
Law, 24(1).

Schneider, G.E. 2000. “The development of the naetufing sector in South Africa”, in
Journal of Economic Issug¥ol. 34 No. 2, p. 413.

Schrank, A. 2005. “Entrepreneurship, export diferaiion, and economic reform: The
birth of a developmental community in the Dominidaapublic”, in Comparative
Politics, Oct., pp. 43-62.

Singa Boyenge, J.P. 2007. “ILO database on exporessing zones” (revised), Sectoral
Activities Programme Working Paper 251, (Genev@)lL

Statistics South Africa. 200Qabour Force Survey 2009ohannesburg).

Tang, V. 2008. “Zoning in on South Africa’s induatr development zones”, paper
presented to the TIPS Annual Forum, Oct. 2008, 8lcbbEconomics and Finance
University of KwaZulu-Natal.

Tisdell, C.A.; Chai, J.C.H. 1997. “An introduction to Chisakconomic growth and
transition”, in China’s economic growth and transition: Macroecommm
environmental and social/regional dimensigh®va Publishers).

22



Vogel, D. 2006.The market for virtue: The potential and limits adrporate social
responsibility(Brookings Institution).

Women'’s Rights Office (CDM). 200¥iolation of constitutional guarantees of freedofn o
petition and association: Repression and blackigtiin Honduras’'s maquila
industry, Feb.

Wood, G.; Harcourt, M. 1999. “The rise of Southiédén trade unions”, ihabour Studies
Journal

World Bank Group. 2008. “Special economic zonestfdPmance, implications and
lessons learned for zone development”, #45869 (Wgsin, DC).

Xiaobo, L. 2007. “The rise of civil society in Claty in Challenging China: Hope and
struggle in an era of chang&lew York and London, The New Press).

Yang, Q. 2003. “ILO fundamental Conventions andn@ke labor law from a comparative
perspective”, post-doctoral thesis (National Ursitgrof Singapore).

Yin, R. 1993 Applications of case study resear@A, Sage Publishing).

23



	img032
	DIALOGUE WP 21 JM

