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At the Connected Places Catapult, we work 

in collaboration with industry, academia, 

regional, national and international 

partners to commercialise innovation in 

a way that drives long-term benefit to the 

UK economy. This provides businesses 

across sectors and technology domains 

with access to the required resources to 

accelerate investment in innovation and 

commercialisation of new and emerging 

technologies. In the ports sector

specifically, The Connected Places Catapult 

has recently led on the Department for 

Transport (DfT) ‘Transition to Smart 

Ports” projects which delivered a vision 

and roadmap for UK Ports of the Future, 

and worked with ports across UK regions 

to scope and jointly publish ‘Smart Port’ 

use cases to stimulate the market and 

accelerate the delivery of the digitalisation 

and decarbonisation impacts across the

port ecosystem.

The Connected Places Catapult has 

experience and expertise across 

transport and places domains, including 

autonomous systems, the built environment, 

decarbonisation and digitalisation. We work 

cross-sector to maximise the potential impacts 

of innovation. We have the skills to support 

UK innovators, researchers and stakeholders 

in maximising their potential impacts in the 

maritime sector and beyond, including:  

•    Systems and component level technical 

support, analysis and validation 

•    Innovation and procurement 

•    Regulatory and policy support 

•    Trials design, review and impacts analysis 

•    Business modelling and investment cases 

•    Data strategy, data science and software 

development 

•    Academic engagement and research 

exploitation 

•    International engagement and 

matchmaking 

Preface

Who Are We? 
 
Connected Places Catapult is the UK’s innovation 
organisation for cities, transport, and places. We 
provide a broad range of impartial and targeted 
support to innovators to support the growth of the 
UK economy, including innovation support for public 
bodies, businesses, and infrastructure providers 
to catalyse step-change improvements in the way 
people live, work and travel.

Why Freeports

Freeports represent a unique opportunity to create impacts  

in the regeneration of the UK economy and developing  

clusters of innovative and sustainable industries. We recognise  

the significant level of engagement that individual UK Freeport 

initiatives have stimulated within their local communities and 

with national leaders. Freeports have the potential to develop 

skills across multiple sectors to meet the needs of the future, 

support net-zero targets as hubs of innovation and to support 

the creation of sustainable ecosystems for innovation and 

investment at ports and in coastal communities with potential 

impacts across the UK.

 

 

Freeports have the potential to work as:

• catalysts for commerce, creativity and prosperity

•  new centres of excellence for the country as we electrify, 

automate and digitise our future. For example, in 

electrification, connectivity and automation of vehicles 

in-and-around the freeport to reduce pollution and ease 

congestion

•  magnets for new investment, jobs, skills development and  

the adoption of greener technology
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The Innovation Hubs associated with Freeports have the potential 

to perform a vital role in bridging the gap between industry 

and academia, generating new ideas for innovation, translating 

emerging concepts into increased flows of Research & Development 

investment while accelerating the adoption of new technologies. By 

leveraging these activities, Freeports have the potential to benefit 

from increased export opportunities for UK technology innovators 

by stimulating direct foreign investment.

The Connected Places Catapult looks forward to supporting 

the Freeports initiative to achieve their potential as regional 

cornerstones of the UK’s national innovation landscape.

The Freeports vision is in strong alignment with the Catapult’s 

mission. Connected Places Catapult is the UK’s innovation catalyst 

for mobility and places, with strong expertise in:

•  Bridging industry, government and academia to identify genuine 

challenges, define and stimulate innovative and practical solutions, 

and translate innovation initiatives into clear impacts through jobs 

creation and economic growth

•  A network of over 2000 SMEs and start-ups in the digitalisation 

and decarbonisation of transport and places

•  Running multiple innovation accelerator programs in mobility  

and places

•  Global programme with Connected Places Catapult activity on 

all continents to explore potential of stimulating Foreign Direct 

Investment into innovation initiatives

•  Attracting funding and investment in technology and innovation

•  Innovation in the decarbonisation of transport systems and  

places (e.g. HGV decarb, port decarb)

•  Innovation in the digitalisation and automation of transport 

systems with a strong track record in Connected and  

Autonomous Vehicles
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About this Playbook

This document presents a high-level guide for UK Freeports  

and relevant stakeholders. It outlines a definition of Freeports  

in the UK context considering the government Freeports 

objectives and their role in the global positioning of the UK.  

The document also provides an overview of the different 

Freeport operational models and how they align with the 

UK government objectives and outlines the key Freeport 

operational and income considerations.

Given the importance of innovation within the UK Freeport 

context, the document provides an overview of how UK 

Freeports can be centres of innovation to drive efficiencies  

and support the wider digitalisation and decarbonisation 

agendas. The document concludes with a global view of 

Freeports along with successful Freeport case studies with 

many potential lessons to be learnt by UK Freeports.
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Free Zone 
Definitions  
and UK  
Government            
Freeports  
Objective 

1

Definitions of  

Free Zones and Freeports

Special Economic Zone (SEZ)

Special economic zones (SEZs) are larger 

estates that could be considered cities on their 

own. Many SEZs are designated geographical 

areas within a country where business 

activity is subject to different rules from those 

prevailing in the rest of the country. SEZs 

usually cover all industrial and service sectors 

and target both foreign and domestic markets. 

They provide an array of incentives ranging 

from tax to regulatory incentives. In addition, 

they permit on-site residence. 

Free Trade Zone (FTZ)

Free trade zones (FTZs), also known as 

‘commercial free zones’, are fenced-in, duty 

free areas, offering warehousing, storage, and 

distribution facilities for trade, transshipment, 

and re-export operations. FTZs are a form  

of SEZs.

 

Freeport (In the context of the UK )

A Freeport is an FTZ located adjacent to or 

as part of a transport/logistics infrastructure 

such as airports, maritime ports and railway 

junctions, and can adopt the characteristics  

of a SEZ. The UK government’s core objectives 

for Freeports (set out below) align the 

establishment of Freeports with economic 

growth and as such require the Freeports  

to be developed along the lines of an SEZ. They 

also actively encourage economic development 

through partnerships and investment including 

Foreign Direct  investment (FDI). 
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UK Government Freeports 

Core Objectives

The UK government’s Freeport initiative is a 

flagship government programme that will play 

an important part in the UK’s post-COVID-19 

economic recovery” that aims to achieve three 

main objectives, where each UK Freeport 

should:

1.   Be a national hub for global trade and  

investment across the UK – This objective 

mirrors the government’s post Transition 

plans for a  “Global Britain” and its promotion 

of international free trade. 

2.  Promote regeneration and job creation –  

Mirroring the government’s “levelling-up” 

agenda.  

3.  Create a “hotbed” for innovation – This 

objective mirrors the government’s ambition 

to “build back better” after the pandemic 

by remodelling the UK economy through a 

green industrial revolution and a focus on a 

renewed industrial strategy encompassing 

research and development, digital and 

technology. 

 

Each of these objectives closely mirrors  

one of the current government’s core  

policy goals.

 

 

 

 

Freeports Context 

Alignment with  

UK Government 

Objectives 

The UK government ambitions for Freeports

in supporting the growth of the UK

economy are clearly set out in the Freeports

Bidding Prospectus1, issued in November 2020. 
 
What does this mean and how should 
this be achieved?

To achieve their potential, Freeports need to 

become localised economic powerhouses, 

as such, they need to establish themselves as 

SEZs focused on economic activities specific 

to their local needs, skill sets, and geographic 

characteristics. For instance, Maritime Ports can 

leverage their core business of importing and 

exporting goods and materials to establish an 

array of services and investment opportunities 

to both national and foreign investors.

To support the levelling up agenda, Freeports 

will need to face inwards to identify the key 

economic drivers for their local area and 

specify unique characters or features for their 

Freeport. Freeports will also need to face 

outwardly to attract international investors for 

the development of the Freeport infrastructure 

and businesses and hence, support the 

objective of being a national hub for global 

trade and investment.

Delivering the outlined government objectives 

requires the UK Freeports to develop 

teams within their organisations that are 

knowledgeable in infrastructure development, 

leasing and management of property, and 

have a good understanding of how to market 

and negotiate both financial and property 

related contracts. Such teams should also be 

able to provide support and  advise on tax and 

regulatory benefits of operating in a Freeport 

environment (refer page 18).

UK Government  

Strategic Objectives

As a key government initiative, Freeports have the 

potential to support several relevant UK government 

strategic objectives, including:

Build Back Better 

To support economic growth and creating high-quality 

jobs, the UK government has announced the Build  

Back Better plan. The plan is based on three core  

pillars of infrastructure, skills and innovation to 

stimulate economic activity post-COVID-19 and 

transform places into engines for growth based on 

regional strengths and opportunities.

Several initiatives have been announced in recent 

months to support the delivery of the Build Back Better 

plan, including the creation of a UK Infrastructure Bank, 

funding for clean energy projects and the UK Shared 

Prosperity Fund. Initiatives such as the Lifetime Skills 

Guarantee and the £375 million Future Fund have also 

been announced to support skills and innovation.

Working as innovation hubs, the Freeport initiative can 

significantly support the UK governments Build Back 

Better plan, simulating innovative activity through the 

Freeport, attracting regional investment and supporting 

regional technology ecosystems.

Levelling Up

To address geographic inequalities, the UK government 

has stated ambitions to support regional economic 

growth throughout the UK, particularly post-COVID-19. 

The regions targeted through the Levelling Up agenda 

are largely towns and cities beyond London and the 

South East, particularly in coastal regions, or regions 

with declining industrial sectors. To support this 

ambition, the UK government has put plans in place 

to work more closely with regional partners and 

decentralise powers. 

The Levelling Up agenda is a cross-departmental 

UK government initiative, with the first fund being 

launched in the 2021 March budget. The Levelling 

Up Fund includes £4.8 billion in funding for regional 

infrastructure projects, supported by the Department 

for Transport, Ministry for Housing, Communities and 

Local Government together with the Treasury.

Whilst the Freeport initiative can support the whole of 

the UK through strengthening the national economy 

and stimulating international trading opportunities, 

the initiative has significant potential to support the 

Levelling Up agenda, through stimulating innovation 

and economic growth across the UK’s coastal regions 

and supporting the growth of connected sectors such  

as manufacturing and industry.

Transition to Net Zero

The UK government released the Ten Point Plan for a 

Green Industrial Revolution in 2020, establishing plans 

to support the growth of technologies and infrastructure 

investment to support achieving net zero targets.  

£12 billion of UK government investment into these  

core initiatives was also announced, across key areas  

such as offshore wind, hydrogen and future fuels for 

heavy goods vehicles.

Additionally, the UK was the first country to establish 

a Clean Maritime Plan to establish the roadmap to 

zero emissions shipping that is supported by recent 

commitments in the £20 million Clean Maritime 

Demonstrator Fund.

Achieving UK targets on net zero will require a system  

of systems approach across a wide range of 

stakeholders including industry, construction, 

infrastructure, transport and Government. The 

Freeports initiative presents a unique opportunity 

to take a full supply chain, systemic approach to 

decarbonisation and the transition to net zero. Further 

presenting the potential to stimulate investment 

in green technologies through the Freeport zones 

and supporting the development, test and trials of 

innovative green technologies. 
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To be effective, Freeports will need to 

provide simplified business establishment, 

administration and operational processes.

The UK Freeports will need to replicate the 

example of foreign Free Zones, who provide 

businesses a “one stop shop” providing 

access to all the relevant government bodies, 

including access to banks, accountants, lawyers, 

grants, subsidies, Research & Development 

(R&D) support, businesses introductions and 

opportunities, as well as access to organisations 

that help and manage human resourcing 

and other business operation activities.. 

Freeports will need to develop comprehensive 

business plans, supported by masterplans 

that demonstrate the Freeports economic and 

building assets development plan.

The business plan needs to outline the Freeport 

strategies for how to attract Foreign Direct 

Investment (FDI), and demonstrate the benefits 

of investing and operating within the Freeport. 

Such benefits could include:

• R&D opportunities, 

• Stamp Duty Land Tax Relief & exemptions

• Enhanced Capital Allowances

•  Employer National Insurance Contributions 

rate relief

• Business Rate relief

•  Value Added Tax benefits for developers  

and investors 

Development plans will have to be

consistent with the government’s sustainable

infrastructure development ambitions, 

demonstrate how the Freeport will manage its 

planning and building regulations obligations, 

whilst showing how it will promote clean, 

sustainable economic and development growth 

and  supporting the government net zero 

carbon obligations.

Figure 12
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Supply
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Innovation is the link that drives competitiveness and sustainability of businesses 
and Free Zones.

2 See VILLARREAL, Rand, “Cluster: Un Modelo de Asociatividad y Competitividad Sistémica en la Cadena Global de Valor”, available in Amazon.com

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/935491/Freeports_Bidding_Prospectus_final.pdf



Freeport key operational  

success factors  

1        
     Sufficient autonomy of the Freeport authority particularly 

over staffing, budgets, spending and policy making 

should be ensured and be clearly stated in the law.

 

2        
     Efficiency of the Freeport, authority should be 

maximised by constituting an independent board that 

is composed of representatives of all key stakeholders, 

local and national government bodies and private 

sector representatives. 

3        
     A one-stop shop should be set up by the Freeport 

authority in each of the zones providing all approvals 

and licenses and assisting private investors in 

establishing their businesses and investments in  

the Freeport. 

4        
     Non-core functions and services should  

be outsourced and privatised as much  

as possible.

 

UK Freeport 
Benefits  
and Global 
Positioning 

2
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Global Positioning  

of a Freeport in the  

United Kingdom 

Most UK Maritime Ports and Airports 

have an international outlook and global 

presence and this becomes even more 

important in the case of Freeports. There 

are thousands of Free Zones and SEZs 

across the world which contributed to 

a total world trade of US$18.8 trillion in 

2019 with the trend towards nation states 

establishing SEZs on the rise. 
  

The UK Freeports have the opportunity to 

have a strong global position by building on 

the UK key relevant characteristics: 

1.  Attractive investment ground: the UK 

provides potential investors with a stable 

legal frameworks,  a stable political 

environment, and global,  Leading financial 

institutions (e.g. City of London)

2.  A global reputation as a good place to do 

business: the UK is scored highly by the 

OECD. The establishment of Freeports 

in the UK can provide a focused “doing 

business better” environment to leverage 

the global reputation of the UK whilst 

providing improved business conditions.

3.  A robust platform for innovation: the UK 

provides to a robust platform of Innovation 

Hubs and networks of support, with access 

to leading global Universities, undertaking 

an array of R&D across a broad range of 

sectors, and an R&D focused Government, 

with R&D tax relief benefits

4.  Ease of access to import and export 

markets: The UK Government, through the 

offices of the Department of International 

Trade, are building a comprehensive 

platform of Trade agreements across the 

globe. The UK has agreed around 40 Free 

Trade Agreements (FTAs) and a Trade 

Agreement with the EU and is seeking to 

become part of the Comprehensive and 

Progressive Agreement for Trans-Pacific 

Partnership (CPTPP), as well as negotiating 

agreements with the USA, India, Australia, 

New Zealand and European Free Trade 

Area.

     These FTAs will provide significant 

advantage to Freeports focusing on 

international alignments and partnerships 

with traders and investors, and 

empowering UK Freeports by giving them 

the potential to be the epicentre of global 

trade for the UK.

Figure 3: UK Trade agreements map 2 which in addition includes 

297 FTZs across United States of America and 9 in Canada

Source: Competitive Industries and Innovation SEZ Database

Key 

United Kingdom, overseas territories and crown 
dependencies

Agreement applied from early 2021

Agreement being negotiated
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Figure 2: UK Trade agreements map 1

Source: Competitive Industries and Innovation SEZ Database

https://unctad.org/system/files/official-document/ditctab2020d4_en.pdf
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Government Allowances 

and Tax Benefits for a UK 

Freeport 

Customs benefits 
Businesses operating within Freeport customs 

sites will receive tariff benefits, although the 

details are yet to be finalised. These benefits 

include duty deferral while the goods remain 

on site and duty inversion if the finished 

goods exiting the Freeport attract a lower 

tariff than their component parts. Subject to 

the UK’s trade agreements, businesses may 

also be able to take advantage of customs 

duty exemption on goods that are imported 

into a Freeport, processed into finished goods 

and subsequently re-exported. They will also 

be able to suspend import Value Added Tax 

(VAT) on goods entering the Freeport customs

site. In addition, businesses operating in 

Freeports will be authorised to use simplified 

import procedures.

Tax benefits 
Businesses operating within a Freeport tax site

will benefit from a number of tax incentives

(though much of the detail of these incentives

is yet to be published). There are in particular

five benefits which the government indicates

will be made available to businesses on a time-

limited basis:

1.  Stamp Duty Land Tax (SDLT):  

The government intends to offer SDLT relief 

on land purchases within Freeport tax sites 

in England conditioned on the development 

being used for qualifying commercial 

activities. This relief will apply from 1 April 

2021 until 31 March 2026.

2.  Enhanced Structures and Buildings 

Allowance (SBA): The government 

intends to offer an enhanced SBA rate, 

which provides additional tax relief for 

firms constructing or renovating structures 

and buildings for non-residential use 

within Freeport tax sites. This additional 

relief is intended to allow firms to reduce 

their taxable profits by 10% of the cost 

of investment every year for ten years, 

compared with the standard annual 3%  

over 33 and a 1/3 years. This relief would 

be claimable where qualifying expenditure 

is incurred, all associated construction 

contracts are entered into, and the asset 

in question is brought into qualifying use 

between 1 April 2021 and 30 September 

2026.

3. Enhanced Capital Allowances (ECA):  

Then new ECA that the government intends 

to offer in Freeport tax sites will provide 

enhanced tax relief for companies investing 

in qualifying new plant and machinery assets. 

This accelerated relief is intended to allow 

firms to reduce their taxable profits by the 

full cost of the qualifying investment in the 

same tax period the cost was incurred. Firms 

investing in the Freeport tax site would be 

eligible to benefit from the relief where the 

qualifying investments are incurred on or 

after 1 October 2021 until 30 September  

2026. Assets eligible for relief must be for  

use primarily within the defined Freeport  

tax areas.

4.  Employer National Insurance 

Contributions (NICs) Rate Relief:              

The government intends to enable 

employers operating in a Freeport tax site 

to pay 0% employer NICs on the salaries of 

any new employee working in the Freeport 

tax site. This 0% rate would be applicable 

for up to three years per employee on 

earnings up to £25,000 per annum. An 

employee will be deemed to be working in 

the Freeport tax site if they spend 60% or 

more of their working hours in that tax site.

     The relief is intended to be available for 

up to 9 years from April 2022, though the 

government intends to review this relief 

partway through and decide if it is to 

continue until 2031. It will at minimum be 

available until 2026 however.

5.  Business Rates Relief: The government 

intends to offer up to 100% relief from 

business rates on certain business premises 

within Freeport tax sites. This relief is 

intended to be available to new and some 

existing businesses in Freeport tax sites in 

England from 1 October 2021. This would 

apply for five  years from the point at which 

the business first receives the relief which 

must be by 30 September 2026.
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Possible Freeport 
Operational 
Models and 
Alignment with  
Government 
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Figure 4: Review of Freeport models versus their suitability to provide environments conducive to supporting 

the governments strategic objectives and for each model’s potential to be commercially viable. 
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Model 0 – Business as Usual: (BAU):   

The BAU model represents a typical UK port without a Freeport license. The model is used as a baseline to outline the characteristics of the different Freeport 

models in relation to the status quo.

Model 1 – Business as Usual plus (BAU+):  

The BaU+ model provides ports the additional advantage of the port becoming a Freeport but does not encourage or create the need for additional investment in 

facilities and thus does not increase the economic output of the port.

Model 2 – Import / (Hold) / Re-Export:

This model allows goods to be imported into the Freeport and held and then re-Exported to outside of the UK without incurring VAT and customs duties.

Model 3 – Import / Add Value / Re-Export:

This model allows for goods to be imported into the Freeport, in the form of materials or parts and processed to add value (assembly), then shipped into the UK 

where VAT and duties will apply or Re-Exported outside of the UK where no VAT or duties will apply.



Freeport Model 0

Model 0 – Business as Usual: (BAU):   

The BAU model represents a typical UK port 

without a Freeport license. The model is used 

as a baseline to outline the characteristics of 

the different Freeport models in relation to 

the status quo. 

Freeport Model 0 Alignment with  
Core Freeport Objectives: 
 
1.  Be a national hub for global trade  

and investment across the UK.  

The Freeport initiative has been established 

to change the status of existing logistics hubs, 

to allow them to develop their services and 

attract foreign direct investment to support 

the UK’s global trade ambitions and to 

become regional economic hubs, generating 

new companies and new jobs. The current 

position of Ports does not fully satisfy this 

objective.  

2.  Promote regeneration and job 

creation. 

Model 0 is unlikely to drive the creation of 

significant numbers of new employment 

opportunities and as such does not satisfy 

this objective. 

  

3.   Create a “hotbed” for innovation.  

Whilst existing ports or transport hubs 

can function as hubs for innovation, 

the current operating model for non-

Freeport UK ports does not offer any 

of the relevant financial incentives to 

attract innovators and investment that 

will be delivered through the Freeports 

operating models.
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Freeport Model 1  Alignment with  
Core Freeport Objectives: 

1.  Be a national hub for global trade and 

investment across the UK. The receipt of 

a Freeport license provides the organisation 

with the opportunity to develop its services 

and facilities / assets to attract investment 

and an increase its business. Operating 

a business-as-usual model +, with only a 

slight change to the model will not fulfil the 

objectives set out by government.

2.   Promote regeneration and job 

creation. The business-as-usual model will 

unlikely generate any significant increase 

in employment opportunities, and as such 

does not support the levelling up agenda 

and regional jobs growth. 

3.  Create a “hotbed” for innovation.  

Model 1 is primarily an import / export 

model, utilising the UK Freeport as a transit 

hub and / or holding hub for goods prior to 

re-exporting on to their final destination. 

The infrastructure for this type of Freeport 

is limited to Bonded warehousing and 

requires a minimal level of development. 

This type of Freeport is unlikely to provide 

a platform for innovation hubs and will 

likely fail to attract the interest in new 

technology companies and drive the 

government economic objectives. 

Model 1 provides minimal opportunity for 

alignment with the government’s wider 

strategic objectives.  

Freeport Model 1

Model 1 – Business as Usual plus (BAU+):  

The BaU+ model provides ports the additional 

advantage of the port becoming a Freeport 

but does not encourage or create the need for 

additional investment in facilities and thus does 

not increase the economic output of the port. 
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Freeport Model 2
Model 2 – Import / (Hold) / Re-Export: 

This model allows goods to be imported into the 

Freeport and held and then re-Exported to outside of 

the UK without incurring VAT and customs duties.

 

Freeport Model 2 Alignment with  
Core Objectives: 

1.  Be a national hub for global trade and 

investment across the UK. 

The importing of goods for onward 

distribution provides companies the ability 

to hold and/or re-schedule stock without 

the incurrence of duties. These types of 

facilities are of interest to exporters to the 

UK who wish to trade with Europe, without 

having to cross UK borders, and providing 

the ability to hold stock ready for onward 

shipment as and when required. 

 

2.  Promote regeneration and job 

creation. Model 2 requires the 

establishment of a range of warehouse and 

storage solutions appropriate to the nature 

of the materials to be held in the Freeport 

prior to re-packing and re-distribution, via 

re-exporting outside of the UK’s borders. 

To facilitate this, warehousing and offices 

would need to be provided, creating some 

job opportunities. 

3.  Create a “hotbed” for innovation.  

Model 2 does not provide a base for 

establishing different types of enterprise, 

as its services are limited to the function 

of trading and logistics related to the 

movement of goods and materials. 

This model is closest to a Free Zone 

model providing a fenced-in, duty-free 

areas, offering warehousing, storage, and 

distribution facilities for trade, trans-

shipment, and re-export operations.  

Model 2’s limited advantages over non-

Freeports does not allow for a great 

alignment with the government’s wider 

strategic objectives.
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Freeport Model 3
Model 3 – Import / Add Value / Re-Export:

This model allows for goods to be imported into the Freeport, in the form of 

materials or parts and processed to add value (assembly), then shipped into the 

UK where VAT and duties will apply or Re-Exported outside of the UK where no 

VAT or duties will apply.

Freeport Model 3 Alignment with  
Core Objectives 

 
1.  Be a national hub for global trade and 

investment across the UK. 

This model, similar to Model 2, provides 

companies the ability to hold and or re-

schedule stock without the incurrence 

of duties, making the UK Freeports a hub 

for exporters to the UK or its immediate 

geographical trading partners. In addition, 

Freeport Model 3 provides companies an 

environment where added value activities 

can occur (such as the assembly of parts, 

or the production of goods, and then either 

reexport without the burden of duties, or 

the ability to delay these duties until the 

process is completed, with duties then being 

linked to the imported product into the UK). 

This provides an attractive environment to 

international traders, investors and industrial 

process companies, as well as property asset 

developers.

 

2.  Promote regeneration and job creation. 

Model 3 presents the best option to support 

regeneration activities, through the re-

development of the Freeport space into a 

localised industrial and logistics hub while 

providing office space for SMEs and major 

corporations. There is further potential 

to provide key worker accommodation 

and duty-free shopping, leisure and hotel 

opportunities for transient or Freeport 

based parties. 

 

3.  Create a “hotbed” for innovation.  

Model 3 allows for the greatest flexibility in 

the arrangement and use of the Freeport 

geographical space. Furthermore, the Model 

has the prospect of enabling stronger linkage 

with universities to establish bespoke R&D 

facilities, as well as provide an environment 

where new technologies, materials and 

construction or industrial practises can be 

developed. 

Establishing Freeports is a clear statement 

to the world of global trade that the UK is  

open for business and able to provide a 

flexible, business friendly trading environment. 

It will also provide institutional and foreign 

investors the opportunity to invest in the 

Freeport assets.

Model 3 provides a significant opportunity

for Freeports to align with the

government’s wider strategic objectives 

such as Levelling Up, Build Back Better 

and supporting the Transition to Net Zero.

And as such support wider economic

growth of the UK economy, build a

national trading network and support

the UK’s global trade ambitions. 
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Freeport 
Operational 
& Income 
Considerations 
(based on  
Model 3)

4

Responsibilities & Duties 

of A Freeport

 

Freeports are designed by the UK 

government to be developed and operated 

by a Freeport business, giving the Freeport 

company significant autonomy and in return 

significant duties and responsibilities. A list 

of these are defined below;

1.    Security of the Freeport. The Freeport 

operator will be required to provide 

a secure site that effectively acts as 

an internal boarder to the UK and as 

such works affectively with customs, 

immigration, police and other relevant 

local authorities services, such as fire; 

and provides appropriate liaison with 

the local healthcare trust. The Freeport 

will also be required to provide all the 

appropriate facilities for government 

agencies to inspect and confiscate  

goods, as necessary. 

2.   Reporting and monitoring. Freeports  

will be responsible for maintaining 

accurate and updated information  

on its activities and to report this to  

the relevant authorities. 

3.   Electronic tracking and recording. The 

Freeport will be required to provide a 

robust IT system for the tracking and 

monitoring of goods and materials, 

coming into the Freeport, the movement 

of goods and materials within the 

Freeport and when goods and materials 

leave the Freeport area, either into the 

UK or though re-exporting. Furthermore, 

it is important to be able to track the 

activities undergone by the goods and 

services once they are in the Freeport, 

particularly when those goods are used 

in a manufacturing or industrial process 

that changes the goods or materials into 

a product that is then imported into the 

UK, as it is understood that duties will 

be applied to the finished product and 

not the collective parts that make up the 

product imported. A good example would 

be the importing of car parts, the added 

value within the Freeport being the 

assembly of the parts into a vehicle that is 

then imported into the UK.  

4.   Awareness of products that are excluded 

or products where customs declaration 

need are required at entry of the 

Freeport. Excluded goods, (weapons  

and controlled drugs) and declarable 

goods (fuel, alcohol, tobacco).

5.   Awareness of applicable treaties, trade 

and free trade agreements and the 

UK government’s obligations under 

applicable trade organisations such 

as the WTO, the EU Trade Agreement 

and CPTPP. Freeports will also need to 

maintain an ongoing understanding of the 

status of trade agreements as the number 

increases and their relationship within 

broader trade group agreements. 

6.   Development of robust economic growth 

plans that demonstrate and deliver 

regional economic growth, leveraging and 

enhancing local skills and competences, 

working with international investors and 

local / national / international developers 

and providing the infrastructure 

necessary to operate a commercially 

viable Freeport. 
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7.    Operate as a developer. The Freeport will 

need to establish itself as a property and 

infrastructure developer to enable and 

manage the development of the required 

building and infrastructure assets to 

operate the Freeport. This will require the 

Freeport to understand the development 

process, its applicable laws, rules and 

regulations and to be able to liaise with all 

relevant / applicable authorities.

8.    Provide innovation hubs. To be 

successful, the Freeport will need 

to align itself with the government’s 

core objectives for Freeports, its USP 

and the creation of innovation hubs 

that attract inward investment and 

partnerships with innovative companies 

and R&D organisations both locally and 

internationally.

9.    Create employment through the 

establishment of new businesses, both 

SMEs and the establishment  

of international industrial and 

commercial businesses / offices  

within the Freeport, inline with the 

government’s levelling up agenda.

 

10.   Creation of key worker housing as may 

be required, either as a landlord or in 

partnership with a Registered Social 

Landlord (RSL) or affordable housing 

developers. 

11.   Accessibility of Freeports and how they 

support the local economy. Freeports 

will need to consider infrastructure 

requirements outside of their immediate 

boundaries and how they might work 

with national and local authorities to 

develop adequate adjacent infrastructure 

as well as how the development in the 

Freeport will benefit the local economy.  

12.   Business and investor support. Freeports 

will need to consider how they will 

engage and support businesses who 

wish to relocate or establish within the 

Freeport and how the flow of investment 

will be managed, providing investor and 

business support networks and services.  
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Key Considerations to 

Establishing a Freeport
 

Context: The benefits of operating as a 

Freeport, in relation to the additional tax and 

regulatory support from the host government 

are demonstrable. This document identifies 

a positive trends towards the establishment 

and utilisation of SEZs globally in both 

emerging and mature economies. For the 

host government to fully benefit from creating 

the regulatory platform for Freeports to be 

established and operated, as with the case of 

the UK, Freeports companies need to consider 

how they can establish their Freeports in a 

manner that aligns with the government’s 

wider social and economic agenda. The 

Freeport considerations outlined below  

are a high-level view of the process that  

a Freeport company might need to  

consider in the development of a financially 

viable entity that serves the national and  

local community objectives.  

USP:

•   As described within this document there 

are different types of Free Zone structures, 

as well as different purposes for the 

establishment of a Free Zone; an example 

is the Abu Dhabi government establishing 

the twfour54 FZ, which provides a modern 

home for the development of filming, 

gaming and entertainment products 

and is the home to international news 

outlets, who benefit from the facilities 

it provides. The FZ was established for 

a specific purpose and as such provides 

economic and political benefit to the 

host government. UK Freeports therefore 

should consider what their USP would be 

over and above the immediate function of 

being an an Airport, a Maritime Port or key 

infrastructure intersection and be creative 

in the additional value it brings through the 

establishment of complimentary industrial, 

office, education, R&D, innovation hubs, so 

as to clearly define the uniqueness of the 

Freeport and thus attract investment. 

Financial Objectives:

•   On the basis that the Freeports are to be 

established as net positive contributors 

to the UK economy and generators of 

new employment opportunities, Freeport 

companies should consider within their 

financial modelling several income stream 

models which address the USP of the 

Freeport and the operational necessities of 

providing a platform for economic growth. 

Regional Economic Benefit:

•   The Freeport company can become the 

focal point for regional economic growth 

supporting the development of local 

companies, aligning the Freeports strategic 

plans with the needs, skill sets and ambitions 

of the local authorities and regional business 

groups, as well as being a generator of new 

ideas and growth opportunities for the region. 

 

Corporate and Team Structure  

(Number, Skills, Competences):

•   Consideration should be given as to the 

structure of the Freeport, the skills and 

competences required to operate an 

international facing business enterprise 

that holds significant responsibility in the 

management and movement of goods and 

services within its borders. Infrastructure 

development skills, knowledge and 

understanding of the processes required 

to design, build, finance and operate built 

assets should also be taken into account.  

Investors (FDI):

•   To be an effective Freeport company, 

investment partners will be required to 

provide the necessary cash injections 

needed to develop the built environment 

of the Freeport and for investment in 

establishing and operating new and or 

enhanced businesses within the Freeport. 

The UK government provides significant 

support to foreign investment vehicles 

wishing to invest or establish within the 

UK. Freeport companies should avail 

themselves of this service to enhance their 

investment planning and delivery. 

Partnerships (SEZ):

•   There are over 5000 SEZs globally, once 

the Freeport company has identified 

its USP, it should consider partnership 

arrangements with complimentary SEZs, 

to share expertise and accelerate its own 

development.  

Development and Operational partners:

•   Freeport companies should consider who 

might be the appropriate development, 

operation partners for the management 

of the Freeport companies services and 

development / operational functions.  

 

 

 

 

 

 

 

 

 

 

 

Local and National regulatory bodies 

(reporting and engagement):

•   Freeport companies will need to establish 

appropriate systems, processes and 

procedures for the reporting, monitoring 

and engagement with local and national 

regulatory bodies. 

Tracking and monitoring:

•   The movement of goods and materials 

in and out of the Free Zone will require 

affective digital monitoring solutions that 

provide effective reporting information.
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Possible Services & 

Incomes Streams

Based on Model 3 this page looks at 

income streams, partnership arrangements 

and sectors or opportunities open to a 

commercially minded Freeport. 

 

 

 

Examples of income streams for  
a Freeport 
• Provision of utilities 

• Property management (FM)  

• Property finance (Partnership with 

financiers)

• Licensing – development – 

accommodation etc

Leasing

Registration

and licensing fees

Visa and

government

services

IT & telecom

services

Property

development

& fit out fees

Free Ports Services, Partnership 

Opportunities & Sectors aligned 

to Freeports

Investor partnerships:
Networking with investment funds, sovereign 

investment funds, aligning to the UK’s 

inward investment drive to maintain the UK 

as the leading destination for international 

investment.

 

Develop partnerships:
Develop relationships with national 

and international development and 

manufacturing companies to relocate their 

facilities and offices within the UK Freeports. 

Global Freeport / Free Zone network 
partnerships:
Develop relationships with other Freeports/ 

SEZs both within the UK and outside of 

the UK to develop best practice and create 

robust and coordinated trading linkages. 

Academic partnerships:
Develop relationships with academic 

institutions and R&D organisations to locate 

within the Freeports.  

Property Specialists (commercial). 
Work with property specialists to support 

the development of a robust set of facility 

feasibility requirements and to leverage their 

network for investment and development 

partnerships. 

Example

Freeport

Sectors

Aviation

Rail

Sea

Logistics

Marketing

& Events

MRO

Technology

& ICT

TransportationWarehousing

Service

Provider

Consultancy

Knowledge

& Develpment

Regional HQ
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Freeports as a Developer
 

Being a Developer or 
Development Agency

Freeports will need to leverage the land 

contained within the Freeport boundary 

through the development of warehousing, 

offices, light or heavy industrial units, 

cold and bonded storage units. There 

is also the possibility for Freeports to 

become developers of housing for key 

workers and as such become landlords. 

To facilitate and operate these facilities 

significant investment will be required 

for the development and management of 

the base infrastructure, up to the individual 

development site boundaries, including but 

not limited to roads and utilities.  

Freeports will need to undertake a master 

planning exercise, which defines zonal 

areas and developer plots and supports 

complimentary zones such as community 

areas, healthcare, shops, leisure, housing 

etc. The shape and form of the master 

planning requirements are dependent on 

the particular USP of the Freeport.   

 

 

 

 

 

 

 

 

 

 

As a developer Freeports will need to 

establish an understanding of a number 

of development related functions that 

may not be traditionally held by the host 

company, a number of which are listed 

below:

• Planning   

• Building Regulations  

• Industrial  Zones   

• Logistic Hubs 

• SDLT (Stamp duty relief )  

• Enhanced Capital Allowance (ECA)  

• Developing warehousing / offices / light 

industrial units / hotels / support and 

recreational spaces for the Freeport 

community – to be leased or sold  

• Raising of finance for 

development works

• Establishing community rules and 

regulations (development agency)  

• Job Creation through construction 

activities / Freeport operation /

Businesses   

• Economic Zone (Authority Management 

/ Rules / regulations / Procedures 

Figure 5: Abu Dhabi Airport Masterplan

Freeport Playbook38 39Freeport Playbook



Freeport IT & 

Technology 

Considerations

Data-enabled services and intelligence are 

the foundation for a compliant, reliable, and 

efficient Freeport. Such data services rely on 

effective data management and IT systems 

and cover a wide range of Freeport activities 

including: 

•  Import management

•  Export management

• Store management

•  Finance management

• Stock management

• Origin management

• Supply Chain Compliance

• Tracking 

• Reporting 

•  VAT calculations

• Security

•  Immigration (visas)

 

Freeports data-enabled services require a 

multitude of data sources from different 

stakeholders and such data could be 

aggregated into a single data management 

system or pooled from systems that form a 

federated data architecture. This highlights 

the need for developing efficient data and 

system interfaces and appropriate cyber 

security and access rights measures. 

An open data architecture that supports 

plug and play interfaces while maintaining 

the required security levels will enable  

data service innovations, provide flexibility 

and future-proofing, and prevent for  

vendor lock-in.

Figure 6: Potential high-level architecture for Freeport Data systems
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Freeports as Centres  

of Innovation

Innovation, SMEs and Incubator Bases

UK Freeports have the potential to be serious 

engines of regional growth through attracting 

investment and stimulating innovation and 

collaboration. The Government specification 

for Freeports includes specific requirements 

on supporting the transition to Net Zero, and 

innovation more broadly – being required 

to work as an Innovation Hubs for regional 

growth. Freeports have the potential to  

work as: 

•   catalysts for commerce, creativity and 

prosperity

•   new centres of excellence for the country  

as we decarbonise, automate and digitise  

our future. Examples include the 

electrification, connectivity and automation 

of vehicles in-and-around the Freeports to 

reduce pollution and ease congestion.

•   magnets for new investments, jobs, skills 

development and the adoption of  

greener technology

 

An impact focus, both nationally and 

regionally, will be vital to realising the 

potential opportunities through innovation 

within the Freeports. Through their 

Innovation Hub roles, Freeports could help 

communities to thrive and support the 

levelling up of UK regions to deliver: 

•   New, high value jobs

•   Increased average wages

•   New training and upskilling opportunities

•   Enhanced physical and digital infrastructure

•   New foreign investment

•   Generation of clean energy

•   Contribution to regional and national  

Net Zero targets

•   Innovation in low carbon technology

 

 

Freeports are being planned for

Northern Ireland, Wales and Scotland –

where the latest indication from the Scottish

Government is that Scottish Free Zones will

be dedicated ‘Green Ports’, focussing on

attracting trials, investment and scaling of

cross-sector clean technologies.

 

With elements of regulatory flexibility,  

not just in financing but in other areas, there 

may be opportunities to develop Freeports  

as test and trials areas for new technologies  

on land, at sea and in the air.  

The operational aspects of the Freeports 

themselves present challenges in how we  

track goods and material across virtual 

boundaries between manufacturers, 

warehouses and ports. This will provide 

opportunities for innovators to develop,  

trial and scale cleaner, more connected  

supply chain innovations and end-to-end 

logistics systems. 

To deliver the vision of impact through 

innovation at Freeports, engagement 

will be required across a diverse range of 

stakeholders in the value-chain, bringing 

industry, government and academia  

together to identify challenges, propose 

innovative and practical solutions, and 

translate innovation into jobs creation  

and economic growth. 

A system of systems approach to innovation 

will also be vital to the success of the Freeport 

Innovation Hubs, where innovation in 

technology and process-related solutions 

should be driven by the challenges, needs and 

aspirations at the local, regional and national 

levels. A systems approach will enable the 

translation of such needs and challenges into 

clear requirements and provides a logical, 

traceable and validated innovation route. 

Such a route will provide linkage of individual 

innovative solutions, projects and initiatives 

43

with the wider needs and aspirations. 

Taking a systems approach will also ensure 

integration across the ecosystem through 

understanding complex system interactions 

and stakeholder relationships as the arteries 

through which innovation and opportunities 

will flow across supply chains. 

Global, cross-sector collaboration should 

also be considered, where knowledge and 

benefits can be transferred or shared for 

mutual benefit to Freeport stakeholders,  

for example in connected and autonomous 

vehicles and connected logistics to  

accelerate the adoption of new technologies 

and realisation of impacts.

Freeport Individual Identities

There are several examples of innovation

centres or hubs being established within 

SEZs. Nibras, is an example of an aerospace

innovation hub located in a Free Zone that 

provides a centre of excellence within the 

aerospace sector.

The importance of each Freeport having its 

own unique identity cannot be overstated 

when looking for interest from investors, 

developers and companies. To provide a 

sensible spread of Freeports, each identified 

with their own specialisms, Freeport 

companies should work with Treasury 

and relevant government bodies to map 

and develop policy on the allocation and 

distribution of specialisms. The definition of 

the Freeports individual Identities, or Unique 

Selling Point (USP), will drive the objectives of 

the innovation hub and such identities need 

to build on the local strengths, needs and 

opportunities while taking into account the 

regional and national objectives.

 

Potential Freeport Sector Focus

•   Aviation & Aerospace 

•   Pharmaceutical

•   Film/Games 

•   Clean Energy

•   High Technology (Hi-Tech) industries

•   Academic Research and Development

•   Telecommunications

•   IT and Digital industries 

•   Healthcare

•   Automotive

•   Light industries 

•   Logistics

•   Leisure

Potential Innovation Focus at Ports 
Supporting the Transition to Net Zero 

Ports are essential multi-modal transport 

hubs that are vital to the effectiveness  

and resiliency of our national logistics 

networks and supply chains, and to the 

success of the industries on which they  

rely. Freeports will operate at a vital 

intersection between road, rail and sea  

in the movement, storage, processing and 

control of our imports and exports. Further 

still, over 1.8 million people pass through 

our ports every year, including everything 

from international cruises to short sea ferry 

crossings that connect people, places and 

businesses on a daily basis. 

https://www.rocketspace.com/corporate-innovation/

worlds-top-innovation-hubs-corporate-innovators

Nibras Al Aerospace Park 

https://www.mubadala.com/en/what-we-do/

aerospace/nibras-al-ain-aerospace-park
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The Future Hydrogen Economy

Hydrogen is being extensively explored in 

maritime and land transport as a potential 

future fuel to support achieving the Net Zero 

targets. Simultaneously, the growing offshore 

wind industry offers the opportunity  

for green hydrogen production through 

ports, with multiple stakeholders as  

potential beneficiaries. A green hydrogen 

industry built around our growing offshore 

sector could generate £320bn for the 

UK economy by 2050, also creating and 

supporting 120,000 jobs2 in manufacturing, 

maintenance and supporting industries. 

Hydrogen fuel conversion also offers 

attractive routes to energy storage  

and distribution, creating benefits  

and strengthening the case for  

offshore renewables.

A strong green hydrogen ecosystem  

through ports presents an incredible 

opportunity for the UK, not only to take  

a leading role in the transition to hydrogen 

fuels for international and domestic 

shipping, but also to stimulate and drive the 

transition to clean fuels for Heavy Goods 

Vehicles (HGV’s) and mobile plants at ports, 

with significant cross-sector opportunities. 

The Freeports initiative presents a clear, 

near-term opportunity to attract technology 

innovators and investors to support the 

development of whole system concepts, 

with Freeports working as energy hubs  

for the future hydrogen economy,  

from clean energy generation to fuel  

production, infrastructure integration,  

fuel supply and use.

 

Case study 

Shell is developing such a hydrogen hub through the Port of Rotterdam and the Hollandse  

Kust windfarm. Aiming to start production in 2023, the Shell plant will operate on land 

allocated by the Port of Rotterdam and produce up to 60,000kg of hydrogen daily, which in 

turn would be able to fuel approximately 2,300 hydrogen powered goods vehicles per day. 

Shell is also planning to use the produced hydrogen to fuel its conventional refinery  

operations, leading to a reduction of 200,000 tonnes of CO2 emissions per year in itself.

2  Offshore Wind Industry Council (OWIC) and the Offshore Renewable Energy (ORE) Catapult, 2020. Offshore Wind 

And Hydrogen: Solving The Integration Challenge.

 

Appendix 1:

Free Zone  
types, locations,  
global trends  
& regulatory    
obligations  
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Leading Traders (WTO-UNCTAD):

The table below gives a picture of international trade 

globally in the year 2019 and demonstrates the significant 

opportunities for UK Freeports to increase its performance in 

this area through the development and successful operation 

of international trade facing Freeports.
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Germany, with its 
manufacturing-focused 
economy, continues to 
be a top trader.

Canada and Mexico are the 13th and 
14th largest global traders, benefiting from 
membership of NAFTA and its supply chain 
network  with the  United States.

United States of America  

is the leading services trader.

Russian Federation 
is a top global trader 
with large hydrocarbon 
exports.

United Arab Emirates is a key 
services trader with strong 
transportation service trade 
and growing regional tourism.

Philippines, with average annual trade 
growth of nearly 9% from 2010 to 2019, 
is now the world's 38th largest trader, 
with particular strength in other 
business services exports.

China has become the second 
largest global trader since 2010, 
with trade growing on average 5.8% 
a year from 2010 to 2019.

World’s leading traders of goods and commercial services, 2019  

(US$ billion) The top traders of goods and 

commercial services in 2019 were 

mainly economies in North America, 

Asia and Europe.

0

500

1 000

1 500

2 000

2 500

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Developed economies

World total

Transition economies

Developing economies

34
-28%

557
-27%

$1297
-13%

54% 
706
+2%

The table below shows the economic impact of SEZs and its 

contribution to movement of international investment (FDI). 

UK Freeports will look to benefit from the significant available 

investment revenues that are allocated to Free Zones. 

Figure 7: World’s leading traders of goods and commercial services, 2009 (US$ billion) 

Source: WTO-UNCTAD in cooperation with ITC and UNSD

Figure 8: World’s leading traders of goods and commercial services, 2009 (US$ billion) 

Source: UNCTAD, DDI/MNE databse (www.unctad.org/fdistatistics).
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Freeport Types per Economy & Growth Trend

Zone policy objectives Prevalent zone types

High-income 

economies

• Provide an effi cient platform for 

complex cross-border supply chains

• Focus on avoiding distortions 

in the economy

• Logistics hubs free zones only (not 

industrial free zones)

• Innovation and new industrial 

revolution objectives pursued 

through science parks without 

separate regulatory framework, 

or though incentives not linked 

to zones

Upper-middle-

income 

economies

• Support transition to services economy

• Attract new high-tech industries 

• Focus on upgrading 

innovation capabilities

• Technology-based zones (e.g. 

R&D, high-tech, biotech)

• Specialized zones aimed at high 

value added industries or value 

chain segments

• Services zones (e.g. fi nancial 

services)

Middle-income 

economies

• Support industrial upgrading

• Promote GVC integration and upgrading

• Focus on technology 

dissemination and spillovers

• Specialized zones focused on GVC-

intense industries (e.g. automotive, 

electronics)

• Services zones (e.g. business 

process outsourcing, call centres)

Low-income 

economies

• Stimulate industrial development 

and diversifi cation

• Offset weaknesses in investment climate

• Implement or pilot business 

reforms in a limited area

• Concentrate investment in 

infrastructure in a limited area

• Focus on direct employment 

and export benefi ts

• Multi-activity zones

• Resource-based zones aimed at 

attracting processing industries

Source: UNCTAD.

Figure 9: Shows the number and distribution of FZs and SEZs globally, demonstrating the wide 

adoption of the Free Zone model in both developing and developed economies as a mechanisms 

to support the development of economic growth in their respective economies. 

 

Source: UNCTAD
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Figure 10: Provides Freeport companies a simple set of economic benefit 

analysis considerations to be used to consider the financial benefits to a 

Freeport company, as well economic and social benefits to the UKs economy 

through the development of a Model 3 style Freeport.  

 

Source: UNCTAD

The SEZ developer ladder Historical trend in SEZs (Number of countries and SEZs
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Number of free zones 

(Bost database)

Percentage 

of total

Number of SEZs 

(UNCTAD)

Percentage 

of total

Global 2 296 100 5 383 100

Developed economies 295 12.9 374 7

United States 191 8.30 262 4.70

Europe 85 3.70 105 2

Developing economies 1 869 81.40 4 772 88.60

Africa 215 9.40 237 4.40

Asia 1 196 52 4 046 75

Philippines 385 16.80 528 9.80

China 135 5.90 2 543 47.20

Malaysia 45 2 45 0.83

India 231 10 373 7

United Arab Emirates 47 2 47 0.90

Oceania 1 0.04 3 0.05

Latin America and the Caribbean 457 19.90 486 9

Colombia 101 4.40 101

Dominican Republic 71 3.10 73 1.30

Transition economies 132 5.70 237 4.40

Russia 39 1.70 130 2.40

Cost-benefi t areas Key elements

Direct economic contributions

• Attraction of FDI

• Job creation 

• Export growth

• Foreign exchange earnings

+

Indirect economic contributions
• Supplier linkages beyond the zones

• Indirect and induced job creation

=

Combined economic impact • Additional GDP growth

+/-

Net cost of/revenue from zones

• Investment expenditures

• Operating costs

• Foregone revenues and subsidies

• Income from zones

=

Fiscal/fi nancial viability of zones
• Payback time of zone investment

• Fiscal burden

+

Dynamic economic contributions

• Technology dissemination

• Skills and know-how transfers 

• Industrial diversifi cation and upgrading

• Enhanced regional economic cooperation

+/-

Social and environmental 

impacts and externalities

• Labour conditions

• Environmental impact

• Appropriation or misuse of land

• Illicit fl ows

+/-

Policy learning and 

broader reform impact

• Pilot function of zones

• Catalyst function for reforms

• Reduced motivation to reform

=

Overall sustainable 

development impact

• Evolution of the role of zones in the economy

• Long-term zone transformations

Source: UNCTAD.

FZs & SEZs Locations & Economic Considerations

Figure 11: Distribution of Free Zones and Special Economic Zones by major geograhical area in 

2019 Source: Bost F., University of Reims and UNCTAD, World Investment Report 2019. Note: This 

table includes single factory Free Zones but does not include free points

Distribution of Free Zones and special economic zones by major geograhical are in 2019

Figure 12: Sustainable development “profit and loss statement” Source:UNCTAD

Sustainable development “profit and loss statement”
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Relevant Trade  
Rules, Regulations  
& Trade Bodies  
 

OECD (State aid) 

•   The OECD concerns itself with FTZs being 

wrongly used for illicit trade practices 

and counterfeiting and seeks to design 

effective instruments to confront such 

practices in the future. 

European Union (EU) and UK “Trade 

and Cooperation Agreement”:

•   The UK is no longer a member of 

the European Union and as such its 

relationship with Europe is guided by” 

The EU-UK Trade and Cooperation 

Agreement”. Freeports will need to seek 

legal advice on the implications to their 

operations, including their relationships 

with the UK government as it relates to  

the UK government obligations under  

this agreement.

World Trade Organisation (WTO):

•   A membership body. Although the WTO 

agreements do not expressly refer to 

FTZs, WTO law is applicable to them. Of 

relevance is the Agreement on Subsidies 

and Countervailing Measures (“SCM 

Agreement”). For a measure to constitute 

a subsidy covered by the SCM Agreement, 

it must represent a financial contribution 

(this could be a direct transfer of funds, 

tax credits or goods or services other than 

general infrastructure) by a government 

or public body. The financial contribution 

must confer a benefit on “specific” 

recipients. 

Free Trade Agreements UK (FTAs);

•   The UK government is in the process 

of signing an ever-increasing number 

of FTAs and as such, these agreements 

will contain within them obligations on 

the UK regarding the performance and 

behaviour of trade activities between 

the respective countries. Freeports 

should seek legal advice as to the impact 

on their operations, as well as better 

understanding on the obligations that may 

be imposed upon them as part of these 

agreements. 

World Customs Organisation (WCO):

•   Whilst the WCO is not a regulatory 

body, it may provide support for 

international facing Freeports in the 

development of strategic partnerships. 

“The World Customs Organisation 

develops international standards, fosters 

cooperation and builds capacity to 

facilitate legitimate trade, to secure a 

fair revenue collection and to protect 

society, providing leadership, guidance 

and support to Customs administrations”. 

WCO’s 183 members, of which three-

quarters are developing countries, are 

responsible for managing more than 98% 

of world trade.

World Free Zones Organisation (WFZO)

•   A membership body. The World FZO has 

been established to bring together Free 

Zones from around the world to enable 

them to achieve shared objectives and 

address common issues. Free Zones have 

been instrumental in developing the 

economies of many countries around the 

world. However, to date, there has never 

been a global organisation to represent 

their interests to the international 

community and act as platform for the 

exchange of ideas and best operational 

practices. The World FZO is that 

organisation. 

 

7

Appendix 2:

Freeport  
Case Studies  
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Abu Dhabi Airport 

Airports Company (ADAC)  

Free Zone warehousing  

& Offices (Case Study 1)

ADAFZ, the Abu Dhabi Airport Free Zone 

company, is responsible for all the airports, 

the land, property, developments, and 

operations of companies within the airport, 

including duty free, catering, cleaning 

and maintenance. Working alongside the 

regulatory authorities, Civil Defence,  

Police, Immigration, Customs and the 

Ministry of Interior (SS).  

 

 

 

 

 

The Free Zone provides a suite of services, 

including visas, trade licenses, liaison 

with customs, and UAE regulatory bodies, 

property development and management.

The ADAFZ’s Free Zone is host to an array 

of companies, providing direct services to 

the airport or the companies that operate 

through the airport such as maintenance 

facilities to Etihad and a number of private 

jet companies. It also includes training areas, 

office spaces for companies new to the 

territory, start-ups and larger multi-nationals 

seeking a footing in the Abu Dhabi market.  

•   One Stop Shop (licensing / visas /  

Business operations support);

•   Investment Initiatives;

•   Serviced Office / Logistic (warehousing) / 

Light industrial assets;

•  Business marketing & development 

support;

Cold stores, Pharmaceutical,

Catering, F&B, Luxury,

Medical, FMCG 

Sales, Marketing, Retail 

Regional offices, Outlets, 

Luxury Brands & Principles

Market Research, 

Airport Business, Consultancy,

Education, Training

Logisitics, Cargo, Freight Forwarders,

Supply Chain Management, 

Express Transportation,

Third Party Logistics, Trade, 

Assembly and Light Industries

Airport services, IT Networks,

Airport Technology, Radar,

Weather, Air & Ground Handling,

In flight catering, Security,  

Airport construction, 

Aviation Value Chain 

Airlines, Aviation & Aerospace, 

Executive Aviation,

Business Jets, MRO & Compltion,

Aircraft Technology
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The Dubai Multi Commodities Centre 

(DMMC) Free Zone grew out of a historic 

place as a trading hub between the MENA, 

India and Persia regions; trading before 

the adoption of the Dirham, as the national 

currency of the UAE, and the Indian Rupee.

Dubai’s entrepreneurial spirit, historic 

trading skills and abundance of significant 

oil reserves provided a perfect canvass for 

the development of a wider international 

trading environment, from which the wide 

array of Free Zones within Dubai developed. 

The graph below shows the impact of 

imports and exports on the GDP of the UAE. 

Much of the trade will be through the Dubai 

Free Zones. It is also useful to note that 

the movement in trade is in line with trade 

globally. 

The variety of Free Zone types and business 

focused regulatory system, provide Dubai 

with a positive contributor to the economy 

of the UAE. 

Jebel Ali Free Zone Dubai Airport Free Zone

Transfer of goods between

Designated Zones

No VAT

Rose Tracers A-Ore Tracers

Dubai Free Zones (Case Study 2) 

Figure 13: Transfer of goods between designated zones

Figure 14: United Arab Emirates country growth vs world growth, vs GDP growth

twofour54 Abu Dhabi  

Free Zone as an 

Innovation Hub  

(Case Study 3)

•    twofour54 based in Abu Dhabi, UAE is an 

example of a purpose designed Free Zone 

that was created to accommodate creative 

industries and businesses associated with the 

filming and leisure industry. Established in 

2008 at the height of the financial crash, the 

Free Zone has prospered providing a friendly 

and supportive business and environment. 

•    twofour54 provides support across an 

array of services associated with the 

filming industry, helping and encouraging 

partnerships across the Free Zone 

companies, providing recording and filming 

facilities and making them available at cost as 

and when required thus providing additional 

sources of income to the Free Zone company.  

•    By taking a business focus to operating the 

Free Zone, the company has successfully 

been able to develop services and increase 

revenues whilst providing political, 

reputational and economic benefits to the 

city of Abu Dhabi.

•    twofour54 has created a thriving destination, 

where people are empowered to innovate, 

collaborate and create. twofour54’s vibrant 

community includes some of the biggest 

names in the media and entertainment 

industry. With 0% corporate and income 

tax, 100% business ownership, and fully 

waived license and registration fees (for 

the first 2 years), twofour54 provides 

attractive economic benefits, they also offer 

unmatched operational advantages and 

comprehensive support services to help your 

business succeed. 

 

 

 

 

•    twofour54’s collaborative ecosystem 

facilitates a wide range of support starting 

from marketing and business networking 

to services including government liaison, 

logistics, travel and office support. 

•    twofour54 is home to studios, backlots, 

screening rooms and post-production 

facilities offering 30% cash-back rebate on 

Abu Dhabi qualifying production spend 

(administered by the Abu Dhabi Film 

Commission). 

•    Full-service post-production facility offering 

end-to-end sound and picture post – the only 

Dolby Vision certified facility in the UAE. 
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United Arab Emirates had a total export of 387,910,040.56 in thousands of US$ and total imports of 244,645,890.11 in thousands of US$
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