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~ttached ig a copy of 3 report by Dr. F.K. Liebich,
United Nations Trade. Foliey .dviser, concerning the ercation of
A Free Fort in Malta,

2. fter the report vcs reccived, srrangements were made
for Dr. Laucht, Deputy Chisf linginccr of the lort of Haaburg,
Lo wvizit Yalts end 2ivi e on the tochmicel uousibilitaes faruth&
developnent of a Proe Fors. Hc muwc z cloze siudy of the varicus 4
posarble districes snd came %o the coselusion that the beot pinﬁn A
for a Frec Fort woull be in the Harsaxlokk area, Yis report is ]
highly techmiczl, but 2oy Pinistss who vlches vo read it can
obtain 1¢ from ths Secer:tiry te the Czbinct.

Ja It 35 felé thaot Lpe creation of a ¥ree Fort would ba
of Sreat advapltage To M-1lt:, afid 16 is guzzestsd Shat
Hon. Hinlstero ahould dveice in principle that the crsstion of &
%reg Tort be spprovad,

iy It i3 croposed 2 approgch the +hol: matter in stages.
=8 a first gtep, = pew Industm™al YUstote would be built in that
part of ths Halafrans sconontory which iv not occopied by the
gervices., (Very 1iztle =go-iceliural landé ould be alffscted),

T Th: =-cond ztep wull be to prapars for the bigger
project by nesotdating ith th services for the returm of ths
land in ths Mcisaxlollk ox fa, which gocpriss==z the lollowing
Tegiorns, the poesidle uszs “hich is indiecatcd in brackets:

a) The Ealafraps pronontory, ¢ $o a6l ineluding Hal Far
Lircorg (for tranyit trod: deputs -nd light induatries).

b) The Fort S5an Lucicno yronomtory (for the buildin: of
hotels and vill:u for uwus by the difectore of the
fagtories, ote., -hos. yachts couls uss the fishing
prat of ths Fcrsexlokk harbonr).

¢) Yhe Delimara pronontory {for hetyxy inuustrizs which ars
not haspezed by Che atecp cliffs ang which can puap
up Losir products, €.5. pobrol oslorage and oil
refinerica).
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Yo efficient Irasde Folicy can be mude bty &
country unless certain basic ,uestions are cleared. In
the case of Mslta it will be in particular important to
know whether or not the island &s & wnole or part of it
could be a Free Port. It is attempted in the following

%o find & re=pl, to this and some other relevant questions.

2, Malta in her historicsl pest has always been a
distributing point for commercziml goods. This functiom
only cessed since about 1800. Now with the return to
“civil life" it should not be ioo difficult to revive the
international trading functione whicn kalta exercised so
succeasfull, in the pset, ad.;ved ce.ininly to the present
gitusation of world wrade. ‘his su gestion io not only
based on the exiscing posmsibilities (to which reference will
be made later) but slso on the vieible foct thav the
populution of hal:s ie gifteo for trsde Aand thut & considér—

able Indusctrislization would be initisted by such 8 trode.

®hat is s Free Fort

3. A Free Fort situuiiusn for the whole territory ie

achieved :f all goods cam be inported duty froe. cuch a

Bituatiun wiich can develop only in very speciul circumstunces,

exists fo. exam_le in Hong Nong wheie only certain fiscal

choiges Ga¢ levied.

4. A Free Fort is ps.t of a country whioh politiesliy
belongs to it but which is separsted from the natiocnal
customs territory. This mr s that the customs officials

have only, the right to ensure thgt the goods imported imto
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the Free Fort are not trens-saipped into the customs
territory. It does not preclude, however, the right of
the Government to exercise certsia police funotions.

5. There are two t,pes of Free Forts. Free Forte
which are resiricted in their functiion to the importation
end exportation of zooda (permitting omly the re-packing,
sorting etc. of products) and those which peimit or even

pointed in the directiocn thot the type of Free Fort Malta
would reguire would have to be that which encourages industricl-

=

E encourage further production. The imtroductory remsrk slroady
i
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Q ization.

What are the sdvante-¢s of a Free Fort for the users

6. The advantage of a Free Port is the absence of

any obligacion to pay duties or indirect taxes or to conform
to any licenaing obligaticn. The fact thut places in the
world where this is possible are sougnt for, shows the demand
for such an institution. The trader or ,roducer ie not
necessaril; put in & betver position tnen in kis own countr,,
but if he needs (mnd there =1'e¢ many reazsons for this) an

| entrepot or a production area outside his coumir,, he prefccs

a place wiere ais goods ecan e wmoved freely.

ik What are the pdventages of o Free Fort for Malts
i; T In the firat inet-nce a Free Fort bringe activitics

fi which otherwise would not be attrescted. To explain that
I Buch acsivities are of &8 great bvemefit to the host couniry

shou.d not be necessary in kslta with the Dock,ard, which in

1)

: fact 18 a iree lort. The bencfits are:

1) It is to be pointed out that the success of the Dockysard
has been e:aiuairel; duc te the fact that it has alwa,s
gractically enjoyed all the benefits of a free port that
means the right to import all goods duty fiee which are
destined for the regair ind construction of vessela mot

' based in Kalis.

Y o



A Free Port in Maltas therefore could be explained as some~
tiing whioch operstes like the Dociyerd with the sole exoept:
that its furotions would De more diversified. o
9« A Free Port would zlso creste directly budzetary g
income. In e ocse of a limited Free Port ares this income el
eould be obtained (a3 in otoer countriea under similer
gonditiona) from renting out the land on waich the prenises
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ers goinz %o be tuilt. Under such - system the whole Free . |
; Port Area would hove to Lecous Governaecnt property. 3
q
L Should the whole of Halts tecore s Free Port

10. After & serious considerstion I think this should not

P be envisared. In sugh & ¢zse prreticelly no duties or other
. internsl charges would becoma duc, o fact which would require

2 basic chanse of the btuld-etary (2nd consecuently emmim_}
T“- strugture ol Ialfc. Np posszitie sdventoge oould, I feel,
e Justify sucn a risk.
I3 O 11. Put thoere ie olso za 1ayortant trede poliocy considers—
: tioen agoinst tae whole of Halt: to teconme & Troe Port. This
H i thot cueh 2 situstion would be not anly Aiffioult to conmbing
E with anF o secaznt =with the V.5, Wt enuld alro becosw & ¢
E sarlious oustzele 1o the relation of ¥Folt: with other countries.
g_' The econsala yosesn Ior thls fr that such 3 FPree Port Ares
:F_‘ conld roise tie¢ four, 15 certicul:r, in ncishlbourins countriea
[ st Stmoviatosos would disturd the existins econoaic balance.
| In tradc esreemcnts tiie would cxrress itcelf in the difficulsy
: b (en8 ;rotatly imcssitilisy) to arrive st an agreement between
P
h
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‘duty free importation for imports from sll countries. !
TS
12, A Pree Fort on the other hend which is limited
to @ part of the Island should not raise the same economie |
opposition since it is afier a2ll governed by the rules of e
the surrounding eountry woics in many important facte r!ﬁﬂiﬁ§~ﬁ'
resyonsitle for the Free Fort sres. A limited Free Fort -;_'
Area atculd in jarticular nov stand in the way of Kalte's

relatione eltner with U.E. or any other country. It would not '

even have ao,; effect on & posslule sceession of Mslta to the
P24 (Deumsrk with the Free Fort in Copenhegen is & member) or

to the 1.0 (Cerman, ie & mei'er witn its Free Fort of Hamburg).

Does 8 Free Fort disturb nslionsl esierprisca

13. By definition it does not, since (a) the nati.msl
enterprises of export producis will meet wiﬁh tneir foreign
competitrrs in an, cuse on foreign murkets ressrdless of the
place of production, snd (b) dulies have tu be paid on goods
imported rrom the Free iort iuto :alve a5 on any other forci.d

products.

14. ihe faet btnat proauction in o Pree Fort to a

ceriain exiuut will be more avantegecus tnan outeide remaine,
However, iwo pallistives exist to deéal witt: this ;roblem.
Firat to give to tue navional kolte export indusury all hel,
To be abie to jroduce undor similar ccnditiunu{l} and second:
%o select the Free Fort indus.ries in a.way that they compeso
@8 lictle os poreible with the industries existing cucside

the Free Harbour.

15. A8 itgurds the firat point Melta should remove

BanLy uniecessary; obecacles which hamier the pationsl indueti, .

= (1) comeidcrsble progress in that diiscction hae siready been
| made in Eslta
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of industries. There will be a naturel selection resulting
from the typical functions of the Froee Harbour. Industries

will d.velep outs from the entrepot trade, ss it did, for
example, in Hopg Kong in the case of thne radio produetion.
But the selection could also be influenced Ly othel means.
It could bo decided, for example, not to give sny grents to
industrica settling down in the Free Fort, tnd loana could
be withheld from industries whieh could disturd the Nalta

market.

15. Tnere is a clear

B A
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- What fwctione cowsd o Froe iort dn halta exercise succesefuliy

iadication - substantiated by

contacts wilin firme - tunt Multe would neturally fulfil the

need of 8 safe distributing voint for gooda deatined for
hiorth Af:ica, Modern ship
alsoat any sloge in the wordd,

EKslta wo.ld ve Justitied in =~ny ccsea, by the fdact that

e ueve dilivect services to

but 8 brezk of the vo,age in

Africa lssel; bBecome o viry unat:-ble trading place hounted oy

Bpationsl sationa™ and “eontisewtiona"

-

for a g4 5le point Jrom aheit

cowld be coruiied onut nearly

..":..1'1 ﬂJfEl" i

trenesctions with that ares

tius cousing & resl noed

17. Firps already vpec-ting in ksltu indicate other

pose. ~iliiies. Legul or of

Xulta (ac in tne cmae of gcrisiin |

aecizsive.

18. A permanent

in an, cese e ensured by iocorporating a new Indusorial

wnd

e pdventuiges existing only in

itent previcions) can be

2ininum trede of a Free Port couid

assste (ur at lesst the part which can operate without grant)

into the Frce fort Ares.

The Industries working taere

woold *
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f-}.ﬁ}iﬂiﬁ!iiiuﬂl%: be under customs bopd without the ususl
. -expenses for gusrds and without gusruntees. oy

13. Pinall, it should be mentiomed that all Hirﬁnﬂil{g:i
in the world prepsre for & fast expunding sea trade. Also -
Kalta will soon heve to conoider an extension of the existing
facilities in the grand harboar, A hurbour officisl in
position exprussed the view thet the opening up of a new
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harbour a.0a for s Free Fort should be done outside of the
Ba:rowness of the hninterland of the existing grand harbour

and free from the vurious difficulties existing there.

20. & an&ful gtudy of the existing possibilities hss
shown thet e only plsce which offers itself for suon an eusar-
Friae would be the prom.ntory of halafrana. Tuis promontary
is extrezcly favouratly situ ced for the establ:shment of &
hax bour. foie wue canfirned Uy o renswned Herbour Expelt
(Dr fauchi, from the Soverm uatzl aumburg Harbour vifice)

who propered a detailed ve. ot in thst serse.

21 the porth side of che Ralafrena Say wnich. is
mow uscd by tie Kavy (wichout beiny in.ensively used ol
which should .nurefore be cazily obruined) offers itself
advantazcoualy 1or the consiruction of £ sufe narbour. The
Jetiy mecissiry would only aeve to be Duch bigger t.an

the new o5y in the Grand ccrbour.

22, he feuces (sepus sing it from the customs
verritory) cowid eross the ;romoutory cutting off, either
& relstive small part of it or e part of aslmost a 5,. mile.
The spcond solutionsould nave the advantaze tiat the existing

fences of vae airgort nnd madar station could be used so that
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very little additional fencing in would be required. On mt :
south side the promontory is seperated from the ses by I#wiﬁi}';
cliffs. The oustoms supervision of this ares would therefore
be very easy. ;{f

23, 4Fhﬂ Kalafrsna promontory would also be an idesl rlhﬂi-ai
for a Free Port Ipndustria] Estaotc., The land on the harbour b
side is 8% sez level and poes up only slightly to the south
80 that the constructions could be easily served from the
asrbour.

24. It would eventually slsc be possible to make use of
the sirport at Hal Par which is st present being used by the
Armed Forces. The Alrport is in close contact with the asite
and would give added velue to the Free Pprt.

25. Pirst quality roasds link Kslafrans with the existing
harbour and Valletts ond it should not be too diffioult to
open up the Ealafranas promontory by providing secondary roads,
water and electriecity. Prectically no valuable land will be
lost sinee s considerable yzrt of that srea is Darren rock.
In the remaining acrt there are procticslly no dwellings and
the arricultural land seema %o be of joorer guality and not
fully uﬂcdsll

26. In conclusion of these considerstions it should be
mentioned that the nuw hariour could not only be installed
advantegeously but could elsc be menaged in puch a wey thst

it would pupplement the existins harbour usefully,

How should the FPpee Port be finanged

27. The sblution proposed would permit %he use of
budgetary money avellutle for the creatlon of new lndustries
for the purpeose of estsblishing sn indusirial eatate within

the Free Port.

(1) Therafere, 2 smaller amount of useful sgricultural land
would be effected thon the pending creation of an
adcitional industri:l estate would require in any other
arca.



O

¢ -_.__:— ‘ﬂﬂl to 2 sum of sbout 50 million deutschmarke ns !l1|

by the Pedersl Republic of Germany to the U.K. which, if 1
information received in Germany is correct, is not yet
sttributed to any special undertoking and which could bn a
within the Commonwealth for a plan like thst of the construc~
tion of & new port in Melts. |

29, Finally the construction of the new Free Port, if
this idea should bte scoepted, should be added to the under-
takings to be financed under the next 5-year plan,

How should the Free Port be run?

>~
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i0. This ig too esrly to s:y. Some indicstions may, -
however, be nede ventotively.
1} There should e no cusioms supervision in the
Fres Port
1i) The Fpece Port should Le run by an autonomous body

iii) The Oivil und Pensl Laws of Malta should apply
within the Free Part boundaries

iv) The tax poyment of indistries should be based
oii "tex arrancementa" (bsued e.g. on the spasce uscd;.

Effect ol the crestion of o Free rort in liglta's future

trade policy
3l. If the recson ior the sbove consgiderations was to

know for future srade policy deecisions whether or not Malta
will have s Pres Fort, Lt scens tiat the reply should be
1) tict Melis s o whole will not be a Fyee Port but

2)  that in Malts 8 (geographicelly limited) Free
Port Aves might be estz=tlished in addition %o

thie Doolyard which slready exercises & similar

function.



In conclusion it should be ststed tﬁhﬁ?iﬁﬁﬁ
4o creete a regionsl Free Fort should ‘not limit m
possitilities to conclude Trsde or Tariff Agreements. S
Asrecments should, however, refer if possible to the
intention to oreate a Free FPori in Msltas.

1 33+ Tgiin into secount thot the studies carried m
4 § regarding the possibility of the opening of a Pree Fort m |
- ghown thst Malts 'affﬂrﬁ economiczlly and technically e '

:;e,_ '-

1; : good possiuilities ior s Free Port it is suggested to ;urmu ‘.',
r the quection and to take initlsl steps towsrds the creation
M

§ of & Pree Fort. -
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