Hacroscopic Concqpt
“pgia Pacific Security Aresa"”

It aims to creste an free zone (in finance, buman reanurres,
merchandise, and services) as advocated by the World Trades
Organization to which businesses are ipvited. It in nleo
mesnt to be a pilot development area that will belp tn
direct the discussions of the APEC.

Invitation of investments from Singapore and other Agian
countries/economies.

Incentives to international division of business aperatinns
should be studied.

Stage One: Types of industry to be developed in the area to
be operated in international division ol r-ori.
Re-development project including foreign
investments

Stage Two: Incentives to invite foreign investments.
Proposals on rehabilitation/reconstruction,
institutions, taxes, etc. to the project
localities, and to the Japanese government

Introduction of ESZ development expertise and operstiounr
know-how through a feasibility study with the Singapnnre
government and businesses that would lead to futwnre
development investments.



Facilities to be incorpgrated

Production Facilities:

-- Value-added Production Facilities for Intermational Rivisionn
of Work
Production facilities and the system of international
division of work within the facilities to mapufacturse
private brand (PB) products that can be developed tn he nen
industries. Such industries will be developed based on 2
joint planning by distributors snd manufacturers.

Service Facilities:

-— Sales outlets for the products manufactured in the
production facilities, and

-- Support facilities for the manufacturers.



Proposal for
Singapore's Participation in the Japan Investment Council
and Redevelopment Projects in Japsan

June 5, 1995

He have been working to have Singapore representatives in the
future discussions of the Japan Investment Council while
approaching leading figures in Singapore in relation to the
proposed foreign investment projects in Kobe
cities. HWe are confident that Singapore's participation in
the Council will be beneficial to Singapore.

In Japan, there are several locations including

Kobe which are considered to be beneficial for foreign
investors. They have good mobility with an international
airport and major expressways nearby. More importantly, they
have strong economic activities which are opemn to Asian
countries in line with the principles advocated by the APEC
and WTO.

WHe wWwere impressed by the Singaporean style of urban
development whereby hotels, shopping centers and
restaurants/amusement facilities centering on a Hawker's food
court are packed and in which nature and amenity and
liveliness are incorporated. Another important element is
that you are inviting investors from Asia and other regions
of the world. We know many business people in Singapore are
proud of their originmality in such urban development.

We considered that the Singaporean style of urban development
might give & breakthrough impetus to cities in Japan which are
undergoing stalemate for their future development.

In fact, your expertise in Singapore's original urban
development package of “hotels, Hawkers' and shopping centers”
can become 8 good investment in Japan. The proposed

Kobe projects will serve as good samples when you give
suggestions and make proposals with regards to incentives and
other elements to promote foreign investment in Japan at the
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congsultation in the Japan Investment Council.

He bave already what is called Free Access Zones which is
meant for promoting import from Asian countries as part of the
government efforts to facilitate foreign investment in Japan
centering on import. However, our approach of inviting
foreign investors is much different from FAZ, in that we
intend to invite businesses themselves.

There are s8till more cities in ‘Japan that failed in their
redevelopment projects in accordance to the law by the MITI to
encourage to integrate commercial establishments, and to the
locael town improvement initiastives by the Ministry of
"Construction using not-operating factories, and former railway
sites. If We succeed in the Eobe projects, that
will give encouraging stimuli to these cities to take a step
t0 open their doors to Asian investors.

These cities are looking toward establishing an
internationalized district within their localities. 1In 8o
doing, they are hoping to introduce your expertise in
creating an *Excellent City"™ as put forth in the *Living the
Next lap."

He strongly urge that the URA, EDB and other government-
sponsored corporations which had been involved in the
formation of such expertise will take part in the Japan
Investment Council.

Proposed by:

EARATSU Hajime, Chairman and

SUEZUKI KoJji, Secretary General

Social Capital snd Investment Research Group, and

Super Studio Inc., Project Producer

Supported by:

Coordination Buresu, Economic Planning &Agency

APEC Senior Officer Meeting, Japan Representative (MITI)
Engineeriﬁg; fficer , Ministry of Construction

Foreign Affairs Department, House of Representatives
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Proposal of the Development of an International Economic (Social

& Environmental) Special Zone in Japan

December 5, 1994

Social Capital & Public Investment Research Group

Background:

The Social Capital & Public Investment Research Group was set up
in October 1993 with an unprecedented composition including
members from the central government offices, private sectors

and local governments. The purpose of the Group was to propose
a grand design for social capital improvements and public
investments as a step for drawing a new master plan for Japan's

future.

The Group has reviewed all the existing capital investments, and
focused on mid-term and long-term economic planning and land
use planning in the future. After one year of research period,

the Group presented a report.

The Group considered that in the light of growing borderless
economies, it is necessary for Japan to make an action plan to
designate localities as special zones in which competition and
co-existence can be both possible so Japan may survive and to
grow further in the world, particularly as a country in Asia.
Therefore, the Group included the proposal of developing
International Economic (Social & Environmental) Special Zones

with the highest priority.

In the course of planning, we must watch the development to be
made by the APEC and gather information from Asian countries.

As the first step to plan the Economic Special Zone, I visited
Singapore and met responsible officials including Minister-
class officials. The reason we selected Singapore as our model
is that the country has achieved rapid and marvelous progress as

a core country of the free economy in Asia.

Result:
While in Singapore, I met with the Minister of the Communication

and Environment Board and senior officials and discussed the

l-)'_?



matter. They were positive to cooperate with this initiative.

In the meanwhile, the Economic Planning Agency in Japan decided
at the beginning of December to take this matter as a high
priority agenda item in their “Foreign Investment Promotion

Conference."

We hope that we will study the possibility of materializing this
initiative as a joint project between Singapore and the local
government which is positive to adopt the Economic Special Zone

initiative.



Memorandum
Talk with Shinokobe, Chairman of the Rehabilitation Commltitee,
Prof. Karatsu and Suzukl
on: Rehabllitatlion of Kobe and other earthquake stricken cltles

Date: March 6, 1895

Shimokobe:
On the local government level (Kobe municipallty), they need an
immedlsate problem solution and implementation.

The proposed feasibillly study with Singapore is necessary.
However, the study should be business-oriented to make It
realistlc, rather than making a desk plan. If somc companies
from Singapore could be speclified, they would serve as a
breakthrough. (Like Chrysler In the past), I wish sonme
companies may come herc to invest at their risk.

Although the Hyogo prefecture and Kobe Buniclpality announced
thelr “Economic Special Zone"™ Initlative, they do not know what
Incentives they should propose.

If they specify speclial dlstricts for the projects, there would
be faced with troubles with local pcople. But the establishment
of a Forelgn Access Zone would be meaninglcss unless potential
business particlpants are known beforehand.

In the case of Kobe, 1t may be a better Idea that we support one
excellent company.

To promote something on a grand scale, we nced tho advent of a
buslness manager who looks like having received a dlvine
revelatlon.

For the reconstruction of Kobe, we dou't care |f names of

partlicular corporations arc talked abhout, and wc don't care |If
non-Japanese busliness people become the driving force.
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Karatsu:
Inportant thing Is how we utilize resoufrces In Asla mutually In
order to establish the ESZ to be participated by Aslan countries.

Kobe is glfted with technology and human resources, and has the

best cond!tions for manufacturing.

In Singapore, some companies enjoy technologlcal niche, but the
roots of most technologies there are in Japan. Therefore, wlth
some incentives, I guess, there will be somre companies that are
willing to Invest in Japan from Asla.

In particular, Kobe 1s the birthplace for Kobe Steel, and the
local Industries cover a wide range of technologlcal expertlse
fropn material manufacturers to high-tech Industries.

Suzukl:
In order to introduce the expertise of LSZ, we arc going 10
start a feasiblllty study with cooperatlon of Slingapore.

In practice, we would llke to create a zone that is envisaged by
the World Trade Organization, and Induce businesScS into the
zone. And we would like to make It as a pllot zone to direct
the discusslon at the APEC. For this purpose, we would llke to
invite top-rank government offliclals, business eclrcles and
business clans in Singapore to partlcipaste In the fcasibillty
study, !n order to Incorporate thelr experionces and expertlse

in establishing and operating ESZs.

The image concept will be “Asla Paciflc Securlly Center/Area”
WKhile at the feasiblility study, we would llke 1o fornulate
incentives to Invite forelgn investments from Singapore and

other Aslan countries, and to participate in manufacturing
business oh a basis of internationsl division of work.
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Aprll 11, 1995 Suzuki Handed letters by Mr. Albert Hong and Dr.
Lee Kum Tatt to Dr. Shimokobe.

Shimokobo:
It Is a practical approach. HWe will start discussing it in the
Rehabllitatfon Committee.

Aprll 17, 1985
Talk wlth Prof, Karatsu, Mr. Ka)lwara, managind director of
koebeleco as proxy for President Kawetaka, and Suzukl

Karatsu:

The Soclal Capltal Research Group for which I serve as chalrman
(since October 1983), has proposed the development of ESZs In
Japan as a means for Japan's survival and future growth. Suzukl
as Secretary General of the group has promoted its resallzatlon
In Kasagal city and Kobe city and so on.

And then, that earthquake occurred In Kobe. There, the pushling
this project seems 1o be one and only solution.

We had dlscussed the |Issue with Chalrman Shimokobe several times.
Under the present clrcumstances when many Japanese

manufacturers are relocating their factorlcs outside Japan, he

Is worried about If any companles would come to Kobe If
Infrastructure Is to be made ready with public funds. I share
his worry.

Suzukl:

I went to Kobe on the very day of the earthquake. On January 20,
I proposed the concept of developling an Economlc Special Zone In
Kobe to Mayor Sasayama. Hyogo Governor Kaibara announced this
ldea to the press. It appears that his announcement was too
early, because the detalled planning had not been proposed.

On the other hand, Mr. Koda of the MITI who Is an influentlal

Dember of the Soclal Caplital Study Group supported our proposal,
He Is also one of the Japan's representatives to the APEC.

During the senior offlcers' meceting of the APEC held on February
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17, he proposed to include “the Improvewment of Infrastructure”
apong the ltems to be llberated (a4s part of Japan's open-door
pollcy), thus, helping Lo ensure the-success of our project.

Kametaka (Kajlwara):

In Wakihama, Kobe Steel has a land lot of 66-heclare, and
Kawasak! Steel has another land of 26 hectares. The Kobe clty
and Hyogo prefecture are now planning to develop this Wakihamna
ares to be the East Kobe Waterfront Center.

Kobe Steel has four building In the north of this Waklhama site,
but they are deadly damaged. and dewolished in June. Thus, a
land of 76 hectares will be made available for redevelopmbent.

Already, WHO Kobe Center Is decided to be built on the Wakihamsa
site, as a core facllity. This will be jointly developed by the
ouniclipality, prefecture and the privale sector. Kobe Steel
will provide the land of one hectare wide, and the building.

Other projected faclllties are public houses to accommodate
10,000 households, dlsaster -prevention parks, and an
internatlonal exchange zone.

Suzukl:

Dr. Shimokobe sald as his personal ovpinlon, “We should not first
decide to create a FAZ (Forelgn Access 7one). We should declde
first of all, what companies wlll come Lo Kobe to Invest, and
then conslder terms and conditions to accommodate themw. For
the redevelopment project In Kobe, we would not limit tao
Japanese Investors. It should be promoted by the privale
sector, and I think If there was some highly motivated company
like Chrysier In the past, we can fully support the compsany."”
For our slde, we have heen approaching government offlclals
and buslness managers In Singapore In order to flnd potential
collaborators. The letters addressed to Dr. Shimokobe and
Presldent Kametaka are results of such approaches.

Kametaka (Kajlwara):
Kobe Steel has about 100,000 workers under Its umhrella
Including subcontract factory workers.
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While Kawasak! Heavy Industry and Mitsubishl Heavy Industry left
Kobe, Kobe Steel resumed the operations of its furnaces in the
coupany's birthplace Kobe.

Both the prefecture and wuniclpallty are planning to draw a
redevelopment plan of the Wakihama projcct site by the end of

June. They are waiting for Kobe Steel LloO make a proposdl.
Karatsu:
I contributed an article to Voice magazine. I intended to

encourage private Investments In Kobe.

I am certaln that there are vigorous companies In Singapore that
are willing to Invest in Japsn If there werc good place. Kobe
Is an attractive clty for manufacturings. The most serious
problem is how and what kinds of Incentives are to be devised In
order for expensive land prices and personnel cosls to be
overcohe.

He are at the stage when we should decide who takes leadershlp
to push this project forward.

I enjoy close personal contact with MITI Minister Hashlmoto, I
will get in touch wlth him and ask him to take Initiative.
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Background Information for the Agends
during Suzuk!'s vislit to Singapore for April 25-28, 1985

re:Economic Spocial Zones in Japan

Since my visit to Singapore In March, there has been a great
progress in Japan, including the ministry, private sector, and
local government levels, wlth regard to inviting Interested
people of Singapore to cooperate with the ESZ (nitlatlive wlith
their expertise in ESZ-type urban development.

KOBE PROJECT:
ESZ Development as part of re-construction of the earthquake-
stricken area.

Location:
Former Kobe Steel Head Office Building Premise (sec attached),
the total area being 67 hectares

Present Plan:

A land of 14 to 15 hectares will be allocated for the
development of a tripartlite development project by the private
sector, municipallity and prefecture. EKobe Steel wxill sell the
rest of the land to the national government, Hyogo prefecture
and Eobe munlclpality,

In the project site, there will be Lhe WHO Kobe Center, & publle
housing estates to accommodate 10,000 households and also
private housing estates. There will slso he administrative
service facilities, commerclal facilities, museums or other
cultural faclillities.

Aowever, other than those mentioned above, there is no concrete
plan yet. (see sttachod map)

Study Target:

Development of the 14-15 hectare wide three-party jolnt project
site.
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Developeents so0 far and immediate future sctions:

We talked with the representatives of Kobe Steel, Dalei, Cabinet
Eobe Rehabilitation Commlitiee Chafrman. They all agreed to

have the representatives of both government and private sectors
of Singapore, with thelr permission, as members of the study
conmittee to be formed.

Proposals for the Kobe Rehabilitation Plan are due to be closed
by the end of June this year. Therefore, If wc can get
cnope}at!on from Singapore, we would like to organize a
feaslIbllity study tesm promptly and start discussing for
proposals.

On May 10, Prof. Karatsu and pyself are invited to speak on the

project at a study meeting organized by Mr. Kelzo Obuchl, vice
chairmgan of the Liberal Democratic Party.
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