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Industry Globalization and Industrial

Park Localization

Text/Kuang Xiaoming+Huang Zhengli

The era of industrial globalization meets the
globalizing Chinese enterprises at the forefront.
Production chains are extending progressively
from the world factory of the Pearl River Delta
to other corners of the globe. In China, there has
been a series of initiatives such as “going global”,
“capacity cooperation”, and “the Belt and Road
Initiative” that encourage enterprises to explore
new markets. Chinese investments appear in
various regions of the world, accompanied by the
rise of China's overseas industrial parks.

The increasing number of overseas industrial
parks reflect changing patterns of the global
value chain, the demands of late-industrializing
countries for structural transformation, and Chi-
na's structural upgrade. From the perspective of
new structural economics, Dr. Justin Yifu Lin
pointed out that the “Geese” are flying again, this
time migrating from the second-tier countries to
the third-tier countries. The "Flying Geese" will
potentially achieve capacity transfer and advance
industrial development in the late-industrializing
countries. In this process, industrial parks play
an important role by effectively bringing in FDI
and industrial clusters, making use of policy in-
centives and reducing transaction costs. A team
from Southeastern University led by Professor
Wang Xingping's analyzed the status quo of
Industrial Parks and Special Economic Zones in
different regions of the the world in their newly
published “Belt and Road” industrial park series,
and concluded that developing industrial parks
has become an important means of industrial
development on all continents. According to their
study, there are more than 1,500 industrial parks

of various types in Southeast Asia, over 500 in

South Asia, more than 1,800 in the Middle East
and West Asia, and more than 370 in Africa.
China has gained a lot of experience from its
rich developing history of industrial parks under
unique conditions. The key conditions include
coherent policy orientations among different
levels of government, and the diversity in prac-
tices in developing zones in different regions.
The increasing Chinese investment in overseas
industrial parks has driven industrial clusters to
"go global", making them an important means
of global resource deployment. It facilitates the
developing countries to obtain foreign capital
and thus share the development dividends. In this
process, Chinese park managers are also facing
an identity crisis for the first time. In China, the
management model of the SEZs and IPs shows
an integration between public and private owner-
ship. The park owner-managers are usually gov-
ernment-owned-enterprises, which is a guarantee
policy incentives and development momentum;
going overseas, park managers as foreign inves-
tors become pure commercial entities, with a
more delicate relation with the local authorities
and the tenant enterprises.

In countries with less stable political develop-
ment, park managers struggle between policy
dependency and investment efficiency, and
between eager domestic investors and resistant
local politics. It is under these circumstances that
Urban China choose to have an insight into the
various industrial parks the Chinese investors are
building and managing overseas, and examine
these individual activities in a broader picture.
First, China ’s structural upgrade has become

the driving force for industrial clusters to ven-

ture into new markets; and the identity of these
overseas investment is also reshaping and being
reshaped by the development of industrial parks.
Second, the construction of the parks is closely
related to the development of the industry, and
deeply rooted in the natural endowment of the
locality.It also has a fundamental impact to local
social development. In many late-industrializing
countries, the parks and zones are generating
unprecedented population movement and urban
landscape changes. In places with unique border
issues and religious environment, Chinese invest-
ments are also facing unanticipated challenges.
In sum, the overseas industrial parks are being
shaped by different forces including the develop-
ment of the global industrial chain, the Chinese
experience, local natural and social environ-
ments, and special geopolitics.

In this Issue, we start our journey from the south-
western border of China. We look at cases in In-
donesia, the Middle East, East Africa, and West
Africa. We explore a variety of industries, from
mining to manufacturing, and we invite experts
from different fields to explore the conception,
design, planning, construction, and operation
of China's overseas industrial parks, as well as
their linkages to the global value chain, and their
reflections on Chinese experience and impacts
on local development. In these cases, we see the
entrepreneurial spirit of Chinese investors, the
rigorous environments of these explorations, and
the lessons and successes of these investment
ventures. These valuable experiences will hope-
fully become the lighthouses to guide the future
adventures of the tireless Chinese investors and

explorers. @
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From Pro Bono to Collaborative Industrial Parks

Evolution of Sino-African Cooperative Model
Text/CHENG Cheng + XU Jiabo Translation/ SONG Yating

In the new millenium, the topic of Sino-African
cooperative development has been receiving
attention worldwide. Such projects are not only
large in capital scale investment with hundreds
of millions of US dollars, but also in a variety
of forms, which bringing a number of ‘outdated’
discourses in the field of urban development back
to the mainstream, such as ‘industrialization’, ‘in-
frastructure’ and ‘industrial park’. Among these,
the Sino-African cooperative industrial park
model has attracted widespread interest among
developing countries, especially in Africa. Nota-
bly, Ethiopia, Nigeria and South Africa have all
intended to bring in the Chinese industrial park
model to accelerate economic growth and fulfil
their respective visions for development.
However, the practice of Chinese overseas in-
dustrial parks has long lacked a methodical sum-
mary and an instructive policy consultation. The
lack of basic consensus between the two parties
on the park’s development model has in turn cre-
ated very difficult situations for many overseas
industrial parks. Many are struggling to survive.
Sino-African cooperative industrial parks are not
exception. Moreover, they are facing even greater
challenges than other overseas parks on account
of Africa’s particular history and geographical
conditions.

In such terms, with this short article I hope to
briefly clarify the following three questions: 1.
How did the Sino-African cooperative industrial
park model take shape? 2. What are Sino-African
cooperative industrial parks essentially about? 3.
What difficulties have Sino-African cooperative
industrial parks currently encountered and how

to break through?

Development of Sino-African Collaborative
Industrial Park

Sino-African cooperation could be dated back to
the early days of the People's Republic of China’s
establishment, rather than the early 21st century
as Western media has portrayed. By then, Chi-
nese-African cooperation had sprouted in the
form of foreign aid, mainly as industrial and min-
ing infrastructures, equipment sets, goods, and
a small amount of financial assistance. In 1960,
the Chinese government supported the construc-
tion of a match factory and a cigarette factory in
Guinea. It was China's first cooperative project in
sub-Saharan Africa. In 1963, Premier Zhou Enlai
visited Africa and put forward the momentous
‘Eight Principles for Economic Aid and Tech-
nical Assistance’. It has since become the basic
principle for China’s foreign aid, manifesting
core values such as independence, territorial
integrity, mutual advantage, and non-interference
in domestic affairs.

From the mid-1960s to the late 1970s, Sino-Afri-
can cooperation had burgeoned, as China spared
no effort to support the development of African
countries. On the one hand, it was an attempt for
China to help African countries secede from Eu-
ropean colonial rulers and the suzerain states, on
the basis of proletarian internationalism. On the
other, China also needed backing from African
countries in order to compete with Taiwan over
the sovereign legitimacy in international status.
The 1 billion RMB (approx. 143 million USD)
interest-free loan for the TAZARA Railway’s
construction is the most exemplary foreign aid
project driven by such factors. Its purpose was

to help southern African countries gain freedom

against colonial governments and pressures
from Rhodesia (editor’s note: now Zimbabwe,
to the south of Zambia), through upgrading the
transportation of firearms and mineral resources.
However, such projects exerted tremendous pres-
sure on China's domestic economy. For a long
time, China’s foreign aid budget had accounted
for approximately 6% of government expendi-
ture, peaking at 6.88% in 1973. This figure was
far beyond China’s capacity at the time, and in
fact, unsustainable for any country.

Therefore, from the late 1970s to the early 1990s,
under China’s Reform and Opening Up policy,
its foreign aid scheme had been through effec-
tive contraction and adjustment. Domestically,
after the downfall of the ‘Gang of Four’, China
had evidently cut back financial supports for
international communist movements, especially
armed movements. In terms of international
relations, U.S. President Nixon's 1972 visit to
China marked the re-establishment of diplomatic
relations between China and the United States,
indicating the Western world’s acknowledgment
of the country's political power. And due to these
internal and external factors, China had slowed
down its large-scale foreign aid, without new
projects being put forward.

By 1994, China's foreign aid has entered another
period of growth, with the Export-Import Bank
of China and the China Development Bank es-
tablished. It was explicitly proposed that foreign
aid should operate as a ‘smoother and engine’ for
economic and trade cooperation, whereby mutual
cooperation promotes the growth of African
countries. With its first ministerial conference

held in Beijing in 2000, the triennial Forum on
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Local skilled workers are maintaining factory equipment in Eastern Industry Zone.

China-Africa Cooperation (FOCAC) has been
held 7 times since, gradually becoming a large-
scale multilateral platform covering most areas
of Sino-African cooperation, rather than an
insignificant ‘meeting’ as in the beginning. This
has sequentially established the mechanisms
for cooperation on multiple levels, pinpointing
a partnership principle of ‘win-win cooperation
and mutual benefits’. It is within the FOCAC’s
framework that the Sino-African cooperative
industrial park model emerged, bringing the co-
operation to a period of prosperity since 2007. To
promote this model, a summit declaration and a
‘follow-up action plan’ were proposed, while de-
partments concerned and policy banks have also
provided supporting policies and funding.

Since the proposal of the ‘Belt and Road’ initia-

tive in 2013, China-Africa cooperation has been

in a new phase of transformation and adjustment.
There has been stricter requirements for the co-
operative projects’ sustainability; and ‘soft pow-
er’ in terms of people's livelihood, environmental
impact and capacity building has become a cen-
tral issue. The park model guides China's invest-
ment directly into African countries in ‘clusters’;
local production creates jobs, brings tax income,
and promotes African countries’ integration into
global value chains. With these advantages, the
model gained strong recognition from both Chi-
na and Africa, and consequentially became one

of the main modes of Sino-African cooperation.

What is Sino-African Collaborative Indus-
trial Park?
The contemporary Chinese collaborative park

model could be categorized under the concept of

‘Special Economic Zones (SEZs)', whether in the
form of Export Processing Zone, Development
Zone, Economic and Trade Cooperation Zone,
or traditional Industrial Park/Zone. The SEZ
is fundamentally an infrastructure system that
includes both hard and soft infrastructure. While
hard infrastructure covers water supply, energy
infrastructure and customs logistics, soft infra-
structure mainly includes (customs) tax breaks,
financial services and laws (to protect investors).
Its economic logic leans on the following fac-
tors: the importance of foreign direct investment
(FDI) to developing countries when their own
capital accumulation cannot meet the needs of
reinvestment; the weakness of the countries’ soft
and hard infrastructures that severely obstructed
the inflow and landing of foreign capital; the

financial incompetence of developing countries
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Inside Huajian shoe factory, Eastern Industrial Zone

to construct large-scale, modernized hard infra-
structures and update soft infrastructures nation-
wide.

Under such causes, East Asian developing
countries have created a model where certain
suitable regions in the country are selected to
attract foreign capital, within which high-quality
infrastructures are built, and legal and financial
systems of international standard are established.
The industries usually benefit from the countries’
competitive advantages, such as human capital
or natural resources, with products generally ex-
ported to the international market for foreign ex-
change rather than entering the domestic market.
Therefore, this model was not invented by China,
but shared by many late developing countries in
Asia and Africa. For example, one of the ‘Asian

Tigers’, Singapore, was one of the pathfinders of

overseas industry parks, bringing about projects
such as the Suzhou Industry Park in China. Yet,
since the 1990s, the booming industrial parks
sprung up in China have not only stimulated
growth, but also integrated China into the glob-
al economy at an unprecedented speed. With
continuous upgrades, the model has generated
worldwide impacts.

Since the 21st century, China's factor endow-
ments have quickly shifted after two decades of
rapid development. The growing cost of land,
labour, and environmental conservation has
continuously reduced producer surplus, making
it difficult for China to retain low-end manufac-
turing. Thereby, China began to follow the ‘Flying
Geese’ model and move its production to less
advanced regions. In general, the manufacturing

capacity of African countries is relatively low, as

many countries are still dependent on import in
terms of starting materials, building materials,
and even clothing. In this case, they can neither
reserve foreign exchange nor increase production
capacity for further development. Only when an
economy is able to accumulate reserves through
export-oriented industrialization, and ensure
reinvestment for upgrading manufacturing equip-
ment, can it create new opportunities for devel-
opment.

In 2003, a Chinese private enterprise (Henan
Guojer Construction Group) built the first Si-
no-African industrial park in Sierra Leone, and
achieved remarkable results within a short period
of time. In 2006, FOCAC proposed to set up
three to five overseas economic and trade coop-
eration zones in Africa. The following year, the

Chinese Ministry of Commerce (MOFCOM) an-
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nounced seven Sino-African cooperative parks.
Today, although named differently, there are re-
portedly over 100 industrial parks in Africa that
could be classified under the Sino-African coop-
erative park model. According to MOFCOM’s
statistics, 25 officially conducted Sino-African
cooperative parks have created more than 40,000
jobs and raised nearly 1.1 billion US dollars in
taxes, pushing forward the industrialization in
African countries.

In terms of production capacity, China's current
manufacturing output is approximately 1.6 times
that of the US, and is equivalent to the sum of
that of the US, Germany, and South Korea added
together. As the largest industry in China, manu-
facturing is under pressure as the various energy
resources are becoming increasingly unafford-
able. Additionally, the rapidly growing national
income has pushed up labour costs for manufac-
turing. In terms of international relations, in or-
der to avoid punitive tariffs lifted by the Sino-US
trade war, export-oriented companies in China
aiming for developed markets have to seek ways
to shift their final stage of manufacture overseas.
Under such influences, a large number of China's
export-oriented labour-intensive manufacturers
(e.g. textile and apparel enterprises), as long as
and some industries with saturate production
capacity (e.g. building materials businesses),
have all been relocated in the past decade. A
considerable part of their production capacity has
been shifted to new industrial parks in Southeast
Asia and Africa, exemplified by some relatively
successful cases, such as the several garment
manufacturing parks in Ethiopia and non-ferrous
metal processing parks in Zambia.

Theoretically, China's excess capacity is precise-
ly what Africa needs, and thus industrial park
should be an excellent cooperative model as its
objective is to improve the manufacturing pro-
cess. Yet in reality, overseas parks established by
Chinese companies in Africa can hardly persist
for more than ten years with a continuous growth.
Most have not been able to achieve breakeven in
the long run. In the end, they either close or sur-
vive on subsidies. This huge gap between theory
and practice could be attributed to various diffi-

culties faced by the Sino-African parks.

Bottleneck and Opportunity
Generally, the fundamental cause of the situation
is that the parks’ investors have copy-pasted the

Chinese park model overseas without making

adaptation to the specific conditions of African
countries. These include their political and eco-
nomic background, social customs, legal systems
(especially regarding land ownership), and their
overall development plans for the industry. Hav-
ing many successful precedents for industrial
parks in China does not naturally guarantee the
model suitable for development and operation in
Africa. As far as the current Sino-African coop-
erative park is concerned, the following points
are particularly worth articulating.

The first and most important question is who is
the main body of the development of the collab-
orative park, and who owns the property rights.
And then, who owns the property rights? Without
consensus on these two points, it is impossible to
clarify the logic of ‘cooperative’ development of
the park. At present, the dilemma of a ‘one-sided
conversation’ that most cooperative parks are
faced with is often the result of obscure owner-
ship and development rights.

In cases where the park is owned by a Chinese
enterprise, the local government is usually un-
able to offer long-term preferential fiscal and tax
policies such as tariff exemption and transaction
tax reduction, and also lacks incentives to invest
in or maintain the park. Moreover, since the
Chinese foreign aid funding cannot be used for
commercial purposes, financial aids and pref-
erential loans are not legally applicable to the
development of cooperative parks. Thus park de-
velopers can hardly break through the bottleneck
of financing difficulties. As it is difficult to intro-
duce commercial capital, the high initial costs for
planning and design often rely on development
finance institutions such as the African Develop-
ment Bank. In the construction phase, while park
developers yearn policy and in some cases finan-
cial support, local governments tend to believe
that building the parks is a profitable act for Chi-
nese developers. Not only are they unwilling to
provide support, but they also hope to profit from
the parks as soon as possible. Meanwhile, policy
support from the Chinese government in the ear-
ly stage, especially the small amount of financial
support, further blurred the property boundaries
of the cooperation park. Some Chinese compa-
nies depend too much on the policy or aid attri-
butes of the park in their investment decisions,
lacking sufficient consideration of commercial
feasibility, or misjudging on operative problems.
Second, China and Africa lack general agree-

ment on the long-term and arduous nature of de-

veloping cooperative parks. The park is a combi-
nation of soft and hard infrastructures. For hard
infrastructures including water supply, electricity
network and roads, domestic industrial parks
can now offer ‘nine/ ten connections and one
levelling’ (nine/ ten types of infrastructure and
land levelling). Contrarily, in Sino-African parks
there could only be ‘three/ four connections and
one levelling’, while soft infrastructures such as
laws and regulations, tax and tariff policies, and
customs clearance, are often not guaranteed. But
even with these lower standards, the financial
and time investment for infrastructures is still a
burden for most African countries.

From the experience of Chinese industrial parks,
the investment into industrial parks is a typical
type of ‘patient capital’, often taking 6~15 years
of continuous investment to profit. It requires
long-term cultivation at the expense of short-term
interests, so as to release spill-over effects in em-
ployment, property value, and industrial upgrad-
ing. However, the governments of African coun-
tries are generally facing tremendous pressure
from elections and finance. A common expecta-
tion is that the cooperative parks can attract large
investments from the Chinese government, and
thus generate tax income and promote substantial
growth of exports in a short term. The wishful
thinking is to become the top nation in manufac-
turing output regionally. Treating the cooperative
park model as a ‘cash cow’ has distorted the pol-
icy framework for the industrial park, causing a
series of problems such as disconnected industri-
al chains and a worsening business environment,
and further hindered the growth of investment.
Thirdly, China and Africa also lack consensus on
the strategic significance of the cooperative zone
to the national economy. The intention of indus-
trial parks for many African governments is to
address immediate problems such as unemploy-
ment, dollar shortage, and fiscal deficit. This has
led to inadequate policy design, and also weak-
ened the long-term impact of industrial parks on
national economy and social transformation.

As mentioned, in a short term, the continuous
taxation created by the cooperative park is
incomparable to the government's one-time in-
vestment into infrastructure and substantial pref-
erential policy support. However, its significance
in the long run is to provide African countries
with an ‘access’ to the global production chain. It
could fundamentally elevate African countries’

capabilities for self-development by introducing

advanced production capacity, technology and
management experience into the parks with fit-
ting soft and hard infrastructures. Nurtured with
patience, the park could cultivate a modernized
labour force and management talents to stimu-
lated a ‘spill-over effect’ onto the entire national
economy. Just like the billboards at the gates of
many industrial parks in China, the significance
of the cooperative park lies in ‘building nests to
attract phoenixes’.

The fourth prominent issue in constructing
the Chinese-African cooperative parks is the
different expectations of the industrial parks’
development, reflected specifically in the unwise
decisions on the parks’ leading industries.

An extreme example is the blind pursuit of the
so-called ‘Ethiopian model’ among some African
countries. Regardless of disadvantaged condi-
tions, which include shortage on strategic natural
resources, severe drought, and a poor industrial
base, Ethiopia has achieved a double-digit annual
GDP growth rate in the past ten years, becoming
a pole of economic development in East Africa.
The prosperity of its industrial parks and the
rise of its textile and apparel industry have also
become successful experiences that many Af-
rican countries are trying to replicate. In some
countries, prime ministers or ministers even held
meetings after visiting Ethiopia to request that
the ‘Ethiopian experience’ be replicated to their
own garment processing industry.

However, an easily overlooked fact is that Ethi-
opia has chosen textile and garment as the core
industry under the ‘comparative advantage’
principle. It is the industry that benefits the most
from the country's resource endowments: a huge
labour force and a power system to supply low-
cost energy that the nation put in ten years’
tremendous effort to build. Such resource endow-
ments are not available to every African country.
Shaping their parks after another country’s suc-
cess unavoidably causes waste of resources and
aborted projects.

The fifth is the lack of market visions in many
cooperative parks. At present, most of the coop-
erative parks strategize manufacturing capacity
and production towards North American and
European markets. Only some of the mineral
parks are oriented toward the Chinese market.
Although it is reasonable in the short term from
the perspective of Chinese enterprises that re-
located their business, it has also put the parks

under great limitations and high risks.

On the one hand, developing countries have
already accounted for over 55% of global GDP,
with a rising per capita income. With big poten-
tials in consumption, they will greatly contribute
to the future market growth. Without such a
global vision, cooperative parks could not fully
foresee the possibilities and construct an effec-
tive development framework. On the other hand,
in recent years, European and North American
countries have turned to protectionism. The
GSP trade principles have undergone damages,
as the US removed three East African countries
from the African Growth and Opportunity Act
(AGOA), and Cambodia loses the EU’s 'Ev-
erything But Arms' (EBA) trade preferential
treatment. Focused solely on developed markets,
the park will fall into great risk once the rules of
global trade change.

The last imminent issue is that technological
innovation is likely to challenge the fundamental
logic of China's industry relocation soon. For a
long time, Africa's low labour costs have been
regarded as a significant advantage in labour-in-
tensive manufacturing. However, in recent years,
artificial intelligence and production robots are
entering the manufacturing industry, replacing a
large number of jobs in increasing speed, espe-
cially in those more developed provinces of Chi-
na. The combination of Al and robotics not only
greatly reduces labour cost in production, but
rather, makes ‘reverse industrial transfer’ possi-
ble. Nowadays, European and American sports
shoe giants have started to use 3D printing to
produce high-end personalized products. Some
Chinese high-end clothing companies have also
set up factories in the US to manufacture spe-
cial designs with advanced technologies, which
almost completely automated the cutting and
trimming process that has long been considered
a manual work.

Under such circumstances, will automation defy
the value of cooperative parks? As an important
drive for China's manufacturing relocation is
rising labour costs, does the industry still need to
be moved abroad if labour could be replaced by
low-cost machines? In addition, although some
researches have shown that automation does not
cause widespread unemployment, an important
premise of this assertion is the upgrade of edu-
cation and labour skills. In Africa, the general
reality of low education level and low productiv-
ity is still a huge obstacle. Whether the speed of

education and training can exceed automation

advancements is a question that all overseas in-
dustrial park operators have to think about.

Since FOCAC 2018, on the one hand, under ris-
ing comprehensive risks, especially debt risks in
Africa, China has encouraged more enterprises
to invest in Africa by building factories, as cor-
porate direct investment has increased regardless
of stricter approval procedures implemented on
non-policy financing. On the other hand, with
the growth of China's economic, it is inevitable
that the proportion of foreign cooperation funds
in the form of a gift will increase. If these funds
can be used on industrial parks, it may be most
productive in terms of development. From this
perspective, the prospects for the Sino-African
cooperative industrial park are extremely bright.
Facing the current predicament, both Chinese
and African partners have begun to seek break-
throughs and take measures. Recently, MOF-
COM announced that it will provide funding to
upgrade 25 Chinese overseas economic and trade
cooperation zones in Africa, to upgrade infra-
structures, build environmental protection facil-
ities, and improve services such as sewage and
vocational training, thereby enhance the system
of cooperative parks.

For a long time, as the country of the highest
comprehensive development level in Africa,
South Africa has been practicing different in-
dustrial park models. With the government and
domestic enterprises as the main bodies of con-
struction and operation, the parks attract foreign
investment without facing the ownership dilem-
ma of industrial parks. In South Africa's current
seven parks, Chinese manufacturing giants Hi-
sense Electric and Beijing Automotive, as well as
world-class enterprises such as Mercedes-Benz,
are operating well. This ‘South Africa model’ of
cooperative park that operates on ‘African own-
ership’ could become a valuable case study for
China and other African countries.

Over the past 70 years, the cooperation model
between China and Africa has undergone tre-
mendous changes. Moving from pro bono to
co-development of industrial parks implicates the
change of logic in China's foreign cooperation,
and moreover, signifies an active move for both
China and Africa. The objective of ‘development’
has created a cooperative platform filled with
win-win opportunities for both parties, making it

no longer a one man's battle of a single country. @
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The Indonesia Morowali Industrial Park:
Thinking (what is) outside the box

Text/Mary Silaban

Sitting in one of the most prolific nickel zones
in the eastern part of Indonesia, Zhejiang based
Tsingshan Group and Indonesian Bintang Dela-
pan Mineral Group have established an industrial
park that helps Indonesia add value to its vast,
easy-to-dig laterite nickel resources. Just like any
other Chinese project, the Indonesia Morowali
Industrial Park (IMIP) runs in the speed of light.
In less than five years, the industrial park has
been in full operation, producing all nickel-based
products from its more than 10 tenants with more
to come. Just outside the park, the community is
unable to keep up with this new style of develop-
ment.

IMIP is probably one of China’s investments in
Indonesia that has had gotten so much attention
and privileges. Occupying a-2000 hectares of
land in Fatufia and Labota villages in Morowali
Regency in Central Sulawesi Province, the indus-
trial park work wonders for Indonesia, a resource
rich nation that has been struggling to add values
to its mining commodities. With all the facilities
literally in the backyard, it is fair to say IMIP is
the most integrated industrial park in Indonesia.
“Everything needed by our tenants are here.
This is a well integrated nickel-based industrial
complex. This has helped us keep the cost eco-
nomically,” says Irsan Wijaya, a high rank officer
at IMIP. The park has its own steam power plant
of 2000 MW, 25 jetty ports with capacity ranges
at 2500 DWT, 5000 DWT and 8000 DWT, water
treatment facility, oxygen plants, housing facility,
health facility and a brand new airport with an
1800-meter runway that is expected to be in op-
eration soon.

While this is purely private investment, the In-

donesian government is not lacking in support
provision. Outside the industrial park (where the
license is granted by the Central Government
through the Ministry of Industry), the Ministry
of Industry established a metal specialized poly-
technic whose graduate would be ready to work
in any of IMIP’s tenants. Mandarin language
course is in the curriculum. The Ministry of Pub-
lic Work has built low cost apartments for IMIP
employees at affordable rental cost, not far from
the industrial park. The agreement to establish
the industrial park was dated back in 2013 under
a business-to-business agreement witnessed by
presidents of the two countries, Susilo Bambang
Yudhoyono and Xi Jinping in Jakarta. President
Joko Widodo inaugurated the park in 2015, at the
same time of the first nickel pig iron (NPI) export
from IMIP to China. To date, the industrial park
has received endless visit from high rank import-
ant figures in Indonesia. High rank officers are
ready to dismiss any negative publication regard-
ing the industrial park, such as the question of il-
legal workers from China working in the project.
IMIP is indeed vital for Indonesia. It proves that
a downstream industry can be built in Indonesia,
regardless the cost. This is the dream of many
Indonesians for many years-to end the fate of In-
donesia as a mere exporter of raw commodities.

The complex now hosts a number of manufac-
tures whose products are all nickel-based; NPI,
stainless steel, hot rolled coil, cold rolled coil ,
carbon steel and raw material for lithium battery;
most of them are Chinese companies. The prod-
ucts are shipped to international buyers. More
tenants are expected to join the industrial park,

especially in projection of growing needs for bat-

tery for electric vehicle.

The perfect combination of Tsingshan — Bintang
Delapan Mineral’s experiences in the business
has helped the park grow into an impressive
industrial park in the blink of an eye. While the
Tsingshan Group holds the knowledge and exper-
tise in nickel processing industry, the local part-
ner, PT. Bintang Delapan Mineral knows how to
do mining business in Indonesia. It runs a 47,000
ha of nickel concession with a yearly production
to up to 6million tones. It is widely reported that
the company is being backed up by some power-
ful figures in Indonesia.

The presence of IMIP has brought significant
impact to the people in the surrounding area. Al-
most all local people now work that has also at-
tracted people from nearby villages to come and
work for the industrial park. As a matter of fact,
the regency recorded an open unemployment rate
of 2.9%, lower than national unemployment rate
of 6%.

“I am very happy to work for IMIP,” says Dita, a
girl who works as cleaning service at the IMIP’s
housing complex. The paycheck is also rather
handsome. She receives Rp 4.4 million salary
every month, one day off a week and 15 days off
every half a year. Housing and restaurant busi-
nesses are mushrooming outside IMIP, catering
the needs of more than 30,000 workers. Since
2015, the Morowali regency has recorded signif-
icant increase on its Original Local Government
Revenue. Quoting the report by the Morowali’s
Statistic Bureau, the regency received Rp 181
billion (RMB 90million) up from Rp 85billion
(RMB 42million) in 2015. The industry park is

said to have contributed $100 million to the gov-

ernment in taxes.

The industrial park has literally brightened up
the lives of people of the surrounding area. Prior
to 2015, the year of establishment of the park,
people had lived in the dark as the state electrici-
ty company couldn’t afford to bring electricity to
the area. IMIP sells 60MW of electricity from its
power plant to the state electricity company, as
part of its CSR program.

The fast pace of industrialization of the area
however comes with its negative consequences
as well. Outside the industrial park’s gate, every-
thing looks messy. An official data records 1000
families living in the area, while the number of
Indonesian workers working at IMIP is 33,000.
The presence of IMIP has truly promoted work-
ers migration from all over the province. Young
girl like Dita does not mind leaving her home-
town to Morowali. “There is no jobs available in
my hometown,” told Dita who shares the room
with another 3 girls at the low cost apartment
built by the Ministry of Public Work. Long lines
of hopeful job seeker waiting for interview is a
daily scene at IMIP’s main office.

Mr. Thsan, a local residence who works as con-
tractor for the industrial park, is complaining the
traffic jams outside the complex. He is no native
of Morowali, but his wife is native Morowali. He
decided to move to his wife's homeland for the
sake of working for IMIP.

Thousands of motorcycles park outside the in-
dustrial complex, occupying the already narrow
Sulawesi Provincial Road. “Accident happens ev-
eryday here,” says Mr. Thsan. Shifts in and shift
out happen at almost the same time. “It is crucial

for IMIP to manage the traffic of employees’ in

and out better,” says Mr. Ihsan who suggested
IMIP should build an alternative access into the
industrial park to reduce the traffic at the pro-
vincial road. When being asked about this, Mr.
Djoko, a spokesperson of IMIP says the company
is aware of the situation outside the complex. “We
are improving it. We have built the drop off facil-
ity for employees to reduce the traffic congestion
in front of the complex,” explains Mr. Djoko.
The poor motorcycles driving safety is another
contributing factor. To solve this, says Mr. Djoko,
IMIP is ordering 20 units of bus for the employ-
ees.

Environment is also another issue for the local
people. The air contains the dust from coal used
by the power plant. The thrash in the ocean (and
on the road), is another issue for the local people.
“You barely see any trash bins here and the ocean
is full of waste,” complains Mr. Thsan.

Mr. Djoko admits that the situation outside the
complex is rather messy. “This is a consequence
of very fast industrial development in remote
area. The local government is not ready to deal
with this,” says Mr. Djoko. This situation is, as
a matter of fact, a typical problem faced by less
industrial regions in Indonesia.

Mr. Thsan is hopeful that IMIP should have a
serious conversation with the local government
regarding the living conditions outside the indus-
trial park. “Things are very different at VALE.
The area is very neat and tidy,” says Mr.Thsan,
taking Brazilian Vale’s as an example. Vale’s
plant is 5 hours' drive away from IMIP. Everyone
who has visited both locations would agree that
Vale has made an excellent community manage-

ment. However, it is important to understand that

Vale and IMIP is not apple-to-apple comparison,
as Vale’s is not industrial complex but smelters,
mining, power plants and ports. “What we have
heard is that China is a very advanced country.
We hope to see the proof here in our neighbor-
hood,” says Thsan.

In one interview, Mr. Putu Suryawirawan, a
special advisor to the Minister of Industry and
a strong supporter of IMIP believes the current
problem is outside the industrial park. “The in-
dustrial park is up and running well. It is the area
and community outside that need special atten-
tion,” says Mr. Putu.

Unfortunately, no local government representa-
tives were able to make comment on the future
planning of the region. The presence of the in-
dustrial park poses both threat and opportunity
that need to be wisely managed. If properly man-
aged, the land values of the Morowali area would
increase, thus inviting more investment. In the
other way around, the expansion of the industrial
park would damage the area wholly.

The industrial park is set to be bigger; it would
expand to 3000 hectares from the current 2000
hectares. There would be more people, more
businesses coming to the area. More coals would
be consumed (today the park consumes 7 million
tons of coal every year), and more waste would
be produced. While the development inside the
industrial park would be nice and green because
the park management needs to keep the tenants
happy, the outside area would be suffering.
Whoever is in charge of the presence of IMIP re-

ally needs to think out of the box of the industrial

park. @
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