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SUMMARY

Strategies for the Revitalization of
Logistics Hub Function in Free Economic Zone

Gyeong-Seok Kim, Jong-Hak Kim, Jae-young Kim, Jung-chuel Shin,
Young-Tae Lim and Su-wan Seo

This study sets two strategic directions for the revitalization of
logistics hub function of FEZ(Free Economic Zone) : to attract more
FDI(Foreign Direct Investment) and to enhance logistics function of FEZ.

The following strategies settle on to promote the former direction

- To offer global standard service.

- To fortify an incentive system.

- To set up a comfortable settlement environment.

The following strategies settles on to promote the latter directions

- To foster logistics innovation cluster.

- To offer specific service in each FEZ.

- To develop transportation infrastructure to hinterland.

- To find a solution to the problem of FEZ.
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There has been increasing competition among countries to be a
logistics hub of Northeast Asia. In this circumstance, it is important to
consider the relation with china in the point of competition &

cooperation.

Main strategies in conflicting circumstance are as follows. First, it
is necessary to reform the tax system. The application of prime tax rate
and grant of incentive should be applied to tax system : the container
tax is an obstacle to strengthen the competitiveness of FEZ over
international market. It is necessary to introduce the flexible system of
industrial locations to FEZ as well.

Second, it is necessary to build up cooperative system with private
, public and academic partnership. For one thing is to bring forth a
contingent of experts capable of leading research works of logistics. What
is more is to foster safe labour conditions by close cooperation between
private and public sections. One final point is to promote the given
conditions of FDI by modernization of logistics industry.

Third, pleasant life and business circumstances should be fostered.
There is necessity for attracting foreign manpower and talented people
not only making convenient life space such as education, health care
and leisure but also using English as public languages.

Forth, innovative logistics clusters should be developed in FEZ. The
logistics industry, composed of various components, is needed to form
the cluster. This cluster has to be located not only the existing logistics
facilities such as port, airport but also university , institute and finance
that play a innovative role. A value added logistics center and an
information center are also needed and a grand location has to be
secured.

Fifth, the specific logistics service should be supplied at each FEZ.
Three FEZ(Inchon, Gwangyang, Busan - Jinhae) should horizontally
share their logistics function to protect functional lost in view point of

nation.
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Sixth, from survey analysis, foreign investors have high tendency
to locate their industry in the region that is close to a big market and
well distinguish infra such as road, airport and rail. The rear connecting
transportation network should be arranged to expand market and
improve accessibility.

Seventh, the operation of FEZA(Free Economic Zone Authority) is
peculiarly reformed to execute the above six strategies , offered in this
study. The national capability is also efficiently used by means of choice

and concentration.

Comparing with various conditions, Gwangyang-FEZ is inferior to
the Inchon-FEZ. Because the Gwangyang-FEZ is not well known in then
world yet. It is necessary to establish cooperative marketing strategy
between central and local government. The effort of independent effort
and functional differentiation are needed between the Busan -
Jinhae-FEZ and Gwangyang-FEZ. To accomplish this purpose, this study
suggests the functionally divided scheme according to freight
management region and rear region. To take an example, the Busan -
Jinhae-FEZ take exclusive logistics service to Kyusu in Japan and the
Gwangyang-FEZ take exclusive logistics service for China and Southeast
Asia.

As a result, the domestic FEZ, now having more disadvantage than
advantage, is evaluated in taking a low competitive power. But, there
are more opportunity factors than threats in the future. If these factors
are well set in a good condition, It is possible to build up a Northeast

Asia logistics hub at domestic FEZ.
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O MdEX|(ZA)
Que. No. Ser. No.

Questionnaire for the Preference on Choice Criteria of Logistics Hub in Korea

As you may know, Northeast Asia is rapidly emerging as one of the 3rd trading
arenas of the world. Therefore, the competition among neighboring nations to
grab a greater amount of cargo flow in the Northeast Asia is getting fiercer. As
the globalization of the international economy occurs, Asian countries are trying

to develope their own nations as the international business center.

In the globalization, the role of Korea, located between two great economic
powers of China and Japan, has become of great importance owing to its
geographical location in the center of economic and international logistics
activities of Northeast Asia. Therefore, the effort for realization of Korea as the
business center in the Northeast Asia is one of essential strategies for survival
and prosperity of the Korean economy. for the purpose, the government plans to
launch an devoted to the development of Korea as the Free Economic Zone.

In this context, this document is one of some series of research works done by
the Korea Customs and Trade Institute(KCTI), for drawing to strengthen the
logistics functions of the Free Economic Zone in Korea, at the request of the

Korea Research Institute for Human Settlements(KRIHS).

The result of this survey is only used for the purposes, and items of individual
or company secrecy is throughly protected, and it is guaranteed that the
respondent or company would be protected from all harm. Even if you are busy,
by all means, please actively join the research to utilize this information as
precious materials for Korea to develop as the logistics hub in the Northeast
Asia.

We hope that your company will be prosperous in business.

Thank you very much.
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<Part [ >

1. What do you think of the conceptual definition of Logistics Hub? ( )
(D Many cargo handling of airport and seaport area
2 High proportion T/S cargo handling of airport and seaport area
(3 Building modern facility and operation system of airport and seaport area
@ Located in main trunk-route of airport and seaport area

(® Fulfilled port's base and connecting transport network of airport and seaport area

2. Where region do you think to perform role of logistics hub in East Asia? ( )

@ Hongkong @ Singapore (3 Kobe
@ Kaohsiung
® Kwangyang ©® Pusan @ Incheon Shanghai

3. If you have chosen the logistics hub at the above, choice the reason, 3 items? ( , , )
(@ Market factors @ Cost factors (@ Environment factors
@ Infrastructure factors ® Industry factors ® Others

4. What do you evaluate of northeast logistics centers policy has been driving forward by
Korean government? ( )
@ Very wrong @ Wrong @ Ordinary @ Good (® Very good

5. What do think of the free economic zone was assigned at the 3 region(Kwangyang,
Pusan, Incheon) have some contribute to the attainment of northeast logistics centers
policy? ( )

@ Never contribute @ Little @ Ordinary @ Nearly & Very contribute

6. Which region do you think to success the most possibility among 3 free economic zone? ()

@O Kwangyang © Pusan 3 Incheon
7. If you have chosen the free economic zone at the above, choice the reason? ( )

(@ Market factors @ Cost factors @ Environment
factors

@ Infrastructure factors © Industry factors ©® Others
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8. What do you think of the direct competitive region in development of the Korean free

economic zone as northeast logistics hub? ( )

@ Hongkong @ Singapore @ Kobe @ Tokyo
(©® Kaohsiung ® Shanghai @ Qingdao @ Dalian
© Tianjin Others(

9. What do you think of the preference on choice criteria of logistics hub(or free economic

zone) as following ? (v Marking)

Never Important < Very Important

It
ems 1 B

3

4 5

(D Market size of the object nation or region of investment

(@ Growth potential of the object nation or region of investment

(3 Geographical location & market accessability

@ IT technology & e-business infrastructure

® Political stability

® Labour flexibility

@ Quality of labour(easy security of skilled labour force)

® Security level of logistics infrastructure & cargo handling facility

© Conveyance capacity connected with hinterlands

(0 Whether Free trade zone(or free economic zone) institute or not

(@D Proactive government policy support

@ Living convenience

@ Clear application of law

1 Land availability

@ Low land price

9 Incentive of corporation tax

4 Incentive of individual tax

d Level of logistics cost

d Level of logistics service

U Competitive of financial service

< Part I >
1. Company Introduction (basic year, 2003)

Head Office Container Throughput
(Nation, City) Number of Employees (TEU)

Total Sales (US$)

Type of Work Capital and Proportion of | Regional Head Office in

Distribution Center in Asia

Head Office (US$, %) Asia (Nation, City) (Nation, City)
2. Notify Address
@ Company Name
@ Company Address
) Respondent Name @ Department
® Position ©® E-mail
@ Phone Number ®Fax Number

- Thank for your cooperation -
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AIR SEA WORLDWIDE CHINA (FEH
AIR SEA WORLDWIDE CHINA LTD FAAREL
BEI LU, SHANDONG PROVINCE, CHINA AIR SEA P

WORLDWIDE LOGISTICS LTD.

CHINA CARGOES SERVICES LTD.

CHINA FORTUNE SHIPPING CO,, LTD.

CHINA MERCHANTS INT'L AIR SERVICES LTD W AE o] o] Ay 2
CHINA OCEAN SHIPPING TALLY COMPANY 5ol
CHINA TRADING COMPANY ojFe| Az~
CHINARITRA CARGO O 3Hs2

ESA SHIPPING (CHINA) CO., LTD Q.02 ¥

IFB INTERNATIONAL FREIGHTBRIDGE LTD. Z2A3F

INDO-CHINA EXPRESS LTD

JOINUS FREIGHT SYSTEM(CHINA)

KORCHINA FREIGHT LIMITED

KORCHINA FREIGHT PTE LTD

KORCHINA, SINGAPORE

offl
o
i
/:\\m
.

NATIONAL CONTAINER LINE(CHINA) LTD.

SAMSUNG LOGISTICS(CHINA) LTD (F)H AL
SHANGHAI AIRSEA WORLDWIDE CHINA LTD FHEZER
VINPAC MULTITRANS (CHINA) - QINGDAO (A EF=F
VINPAC MULTITRANS (CHINA) - SHANGHAI (A EF=FF

VINPAC MULTITRANS (CHINA) - TIANJIN

WEST CHINA LINE CO., LTD - QINGDAO)

WEST CHINA LINE CO,, LTD - ASQD2
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Cisco System, Inc. San Jose USA
Panalpina Basel Switzerland
Shenker Korea Seoul Korea
Menlo Worldwide CA USA
Dimerco Express Hsin-Chu Hsin Taiwan
Excel Logistics UK
Simens AG Munich Germany
Carrefour SA Paris France
IBM Armonk USA
AT&T Basking Ridge USA
Toshiba Corp. Tokyo Jpan
Unilever London UK
Tyco Int'l Pembroke Bermuda
Johnsoné&Johson New Brunswick USA
Kmart Corp. Troy USA
Hewlett-Packard Company Palo Alto USA
Thyssen Krupp Dusseldorf Germany

148




