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Abstract

The Republic of Mauritius is an island nation i timdian Ocean. The country is composed
of four islands that are far from main trade routésvas colonized twice and did not have
specific resources or even an indigenous populaten the island was found in the

sixteenth century. Despite characteristics thaukhbave made Mauritius a difficult place

from which to do business, the country is rankedntieth on the “Doing Business” ranking

of the World Bank (2012), and it is one of the fé&frican countries ranked in the upper

middle income group.

In the present paper, we expose some of the redsorach a paradoxical situation. Thanks
to a multi-origin population, in which the grand joraty of individuals are multi-lingual, the
business context has nourished close internattoaxde relations.

The historical background of the country, therefa®plains this network of relationships
created between people, as well as activities asdurces that have, finally, facilitated
business.

Free ports have been important for thousands obyaad they participated in development of
trade networks in epochs. Historically, they hawerb logistic infrastructures which have
emphazied the buffer effect of stocks under a diatg- status. With the acceleration of
globalization, the development of transportatiord dhe continuous reduction of custom
barriers, free ports de facto have become obsalaleshould be disappearing. However, free
ports are growing in numbers, in countries of laoraand in profitability.

Main stream economics-based free port literatukegyionly a partial explanation of this
paradox. The Industrial network approach (Axelssod Easton 1992), historical analysis
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(Torvatn 2001) and deep resource study based oARhmodel (Hakansson et al. 2009) are
applied to better understand and to explain thempmenon.

A case study of a particular free zone, MauritiareFPort, illustrates the explanation and
helps to introduce a new concept: the entrepreperr The paper also contributes to a larger
understanding of the resource activation processrigvn and Hakansson 2006).

Key words: entrepreneur port, free port, resourttevation, 4R model, Mauritius, business
networks, network brokerage, supply chain, logsstic



1. Introduction

Torvatn (2001) summarises the important role ofkhewledge of the history of a resource
constellation regarded as a technological systéinus, the nature of the development is to
test combinations of resources based upon whatsaate aware of concerning the existing
structure (or to be more precise, based upon wads pf the resource constellation lies
within the acting actors awareness boundarieshig way, history is both necessary, and
extremely helpful, in giving a development procdssction, and thus also very important in
deciding what the next attempt to combine will Hestory thus gives us considerable insight
into the mechanics of gradual innovation” (Torva@91:18).

Free ports have been important for thousands ofsyeand they participated in the
development of trade networks in several epocheefhians created the first free ports in
the Mediterranean Sea (Thoman 1956) in order tatera network of platforms for their trade
in the Inner Sea. Centuries later, the Hanseatagle created a similar network of duty-free
zones in order to develop trade and strengtheméssirelations between member cities of
the League (Cheaitou et al. 2014). Emmanuel Ceallengressman from New York in the
1930s, stated, a free port & fieutral, stockaded area where a shipper can putrdhis load,
catch his breath, and decide what to do h€Xtefenbrun 2012:1). In other words, the Free
Port is a logistic infrastructure emphasizing thdfdr effect of stocks under a duty-free
status.

With the acceleration of globalization and the depment of transportation and logistics
sectors in the twentieth century, there is, nowaday consistent offer of services from
logistic-oriented companies. Such companies progelwices of storage next to the major
transportation hubs of the world, similar to seegiqrovided by free ports. Therefore, the
only specificity of free ports should be their @mtextraterritoriality (Trampus 1999). Hence,
with the reduction of custom barriers promoted hg World Trade Organization, this
competitive advantage provided by the custom esttrigdriality should disappeate facto
and make free ports obsolete (Trampus 2003).

However, free ports are growing in number, in caestof location and in profitability for
decades as shown by Bost (2011) in his inventoriheffree zones in the world. Here is a
paradoxical observation: a growing phenomenonghatild be decreasing in importance with
the alteration of the environment that enablediemerge and develop. Such paradoxical
observation leads us to explore the situation ftarm complementary perspectives; first of
all, reexamine the definition of free zones frornamt academic developments in the field of
free zone research, in order to identify the hidskeengths of free ports that could correct the
paradox, second of all, study the free port phemmmdrom the light of theories considering
the free port as part of a larger network of bussna order to provide a wider understanding
of the phenomenon that could explain its develogndespite the decline of its commonly
accepted conditions of success.

Such an approach will then be illustrated and stpddoy the case study of a particular free
zone complex located in the middle of the Indiare®@ry far from the main trade routes and



that is, despite its location, proving to be anpineg example of business development:
Mauritius Free Port.

2. Free port as an interface that reduces frictions

Free ports are a type of free zone as explainesebgral authors (Bost 2011, Farole 2011)
and, as defined by the Foreign Investment AdviSewice (FIAS) of the World BankFtee
trade zones, also known as commercial free zondsfrae commercial zones, are small,
fenced-in, duty-free areas, offering warehousingrage, and distribution facilities for trade,
transshipment, and re-export operations, locatednwst ports of entry around the world. A
leading example is the Colon Free Zone in Pariafvéorld Bank 2007:10)

Following the increasing importance of free zortbss topic benefits from the interest of
international institutions, and scholars from vasdackgrounds are studying the context of
their development and their impacts. Economistsnftbe World Export Processing Zone
Association (WEPZA) have demonstrated the imposant such infrastructure in the
development of trade and, in a wider perspectivéhé development of host regions and host
countries (Haywood 2000, Bolin 2002). Baissac (3394plains that the impact of free zones
has to be seen in a broader perspective than sithplyost benefit approach because free
zones are often subject to political objectivesi@felopment and not only profitability. In the
same perspective, economists that are often afiiwith institutions (Haywood 2000, Farole
201, Kusago and Tzannatos 1998) are studying tlmtexb in which free zones have
developed. These researchers studied several gawgloountries where free zones have
been an important vector of development in the exdnof export promotion strategies, for
example, Asian dragons. Other economists have shesweral impacts of free zones
(Miyagiwa 1986, Mandani 1999) and at times, hawo a@xplained the failure to achieve
objectives because of governance problems like aiti HBarbier and Veron 1991). Some
economists conclude that impact of zones shoulseke in regards to initial objectives given
by the ruling authority (Lorot and Schwob 1986).

In addition to the most common economic approaudret exist also geographical approaches
to the phenomenon of free zones, studying freezonesgard to globalization context (Bost
2007) or local context (Yang 2009) in order to shtwe impact (Bost 2011) of such
infrastructure on territory and geography of tratlee legal context has also been studied in
order to show that there exists neither a univeapgroach of the phenomenon (Trampus
1999), nor specific regulations in certain custofocks such as EU, which could be
considered prejudicial for the development of tréféedi and Lavissiére 2014). A few social
studies have also contributed to the literaturstudying the social context such as Susman
and Schneider (2008) who observe the specific moidgbvernance of employee-owned free
zones.

This literature on free zones, however, main carsithe zone as a black box and studies its
inputs and outputs. The general approach is toidenshe emerging zone in a context to
promote in order to maximize the described impactgconomy, territory, legal framework,
or social structure. In fact, the switch in theaet half of the twentieth century from the
denomination of “free port” to the term “free zoneg"an illustration of the consideration of
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the phenomenon as a zone. The term “zone” indidhggsthe consideration is taking place
from the outside, with its borders and entriesgexit input/output; the term “port” makes

reference to a business interface, with the stubtgctd from an inside perspective

(Lavissiere 2014). A few studies focus on the iasidl the black box, which is the business
core of the zone. Aftalion (1901) describes thecpsses of the free port of Hamburg, and
Tiefenbrun (2012) describes the advantages of Araerioreign trade zones for its operators.
Actors are briefly described in their functions lgfargue (2008), however their interactions
are not detailed. Figure 1 presents the structufiee port literature.

Free Port

Economic context Economic impact
(Farole, 2011; Haywood, 2000; (Miyagiwa, 1986; Baissac, 1996;
Kusago and Tzannatos, 1998) Lorot and Schwob, 1987; Mandani,
1999)
Processes
Aftalion, 1901; .
Legal context Ti(efenbrun, 2013) Legal impact
(Blanc, 1996; Trampus, 1999) (Fedi and Lavissiére, 2014;

Organization ILO/UNCTC, 1988)

(Lafargue, 2008; Sanpeur . .
Geographical context and Chellapermal, 1996) Geographical impact
(Bost, 2011; Yang 2009) (Bost, 2007)

Logistics and SCM
(Lavissiére, 2014) Social impacts
(Barbier and Veron, 2006)

Social context
(Susman and Schneider, 2008)

Financial impact
(Lu and Yang, 2006)

Figure 1 Authors’ construction

Recent works focusing on the core business ofree Zones dedicated to logistics define the
free port asan international logistic interface which is fre@iin border frictions designed to
bring more value in the global supply chain ofdfserators(Lavissiere 2014)

This definition means that Free Port is an intedaoften next or within a seaport, but also
next to or within airport, river port or dry portjsed to transship international logistics flows
within a special economic status that is consideasdoutside of the custom area and
therefore controlled, so that it can avoid physibalk also fiscal, customs, administrative or
cultural frictions generated by border crossing,arder to bring more value for the global
supply chain of its operators, through, on the taed, the improvement of quality induced
by the nature of the Free Port and its impact orysptal, financial and information flow
management; and on the other hand, the reductiorfinaincial, ecological and social
constraints, which gives more room for improventénbgistic services.

This definition puts the role of the free port ietlveen the interactions of buyers and sellers.
As such, it is defined as an interface. In facg, thrmport is important because it highlights
the function of the free port within a network @h-ports ex{orts re-exports and in
between tranports (Fedi and Lavissiere 2014). Moreover, this defoamtiprovides a social
approach to the function of the infrastructure whencludes the reduction of social frictions



in the business relationship. This last pointlissitated by the example provided by Aftalion
(1901) about the free port of Hamburg: the manufaes of the free port of Hamburg were
importing wine from France to transform it, addstgonger alcohol, in Hamburg, according
to the taste of consumers and distributing it ®adh of Northern Europe from warehouses in
the free port. In the business relationship, thesze not only geographical or customs
barriers between France and Northern Europe, kad aultural barriers. The free port
provides a link between these two networks thaticed business frictions, transcends cultural
differences and enables trade.

3. Free port as an interface within an international tade network

Network literature provides interesting insightimterpret this conception of the free port as
an interface within an international trade netwoBurt (2001) extensively describes the
process of network bridging in the business retettinip, through social capital. He states that
“social structure is a kind of capital that can credor certain individuals or groups a
competitive advantage in pursuing their ends. Bettmnected people enjoy higher returns
(Burt 2001:203) Starting from this point, that lensiders a commonly accepted assertion, the
author explains it is, in the search of the begoofunities to exchange goods, impossible that
anyone know all of the information about buyersllesg, available goods and prices.
However, network mechanisms through the conneatfomdividuals or organizations can
influence information about the market.

Considering that information circulates better witgroups than between them (Festinger et
al. 1950), taking part of a network is an advantdgeause information flows better. Such a
network can be a department in a company, a compsely, a social group or, even more
interesting, any cross-organizational group shatimg same social capital. Networks are
composed of links between members of the netwasiyelver, all members do not have the
same links inside the network and not everyoneirctly linked to every other members.
Moreover, some members of a network may have caoiomscwith members of other
networks. Burt (2001) considers the ability to cecintwo networks as the competitive
advantage of social capital. In addition, this ipilncreases in times with experience to
recognize what he calls “holes” in networks. Hole buffers that become competitive
advantages to the “entrepreneur” who can fill thbyn building a bridge between two
networks.

Then, the network brokerage approach details thepetitive advantage as an advantage
coming ‘from information access and control. Networks tepan structural holes provide
broad and early access to, and entrepreneurial mdmver, informatiori (Burt 2001:202). In
business, this entrepreneurial behavior can leadsdme investments in relationships,
connected resources or linked activities. Networkkerage is, therefore, an action of
business networks. A business network “consisteftangible and intangible investments
that comprise the connected relationships betweare nian two businesses” (Hakansson et
al. 2009:236)

In this perspective, logistic infrastructure, imgeal, can be considered a connector between
networks of suppliers and buyers. The example efftod industries in western Britany
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developed by Jouenne (2012) illustrates this pddnbducers of sea food and local agro-
industries were unable to sell their products ®rest of France while there was a market for
fresh high quality products in Paris. In fact, amedhand, it was too expensive for each of
them to send their products. On the other hanithey had used the same transport company,
the process of product collection would have beenléngthy. In fact, time was the variable
altering the major characteristics of the produitssfreshness. The solution came from a third
actor, being a consultant who knew the local nétwadractors as well as the French logistic
networks. The solution was to implement a logiptatform that collected all these products
by several means of transport before grouping @tycts to transport them fresh to their
market in Paris. This project enabled the develogroéthe sector. The external consultant is
the entrepreneur in Burt's definition that conndctiee network of local producers with the
network of retailers. The hole is bridged by a $bigiinfrastructure.

The free port, as a logistic infrastructure, pregdhis same type of service to international
companies moving goods from one custom block tahempbut the free port is a specific
infrastructure, as explained above. The specifiaitfree ports comes from the custom buffer
effect, as described by Celler (Tiefenbrun 201&)e fport enables the company to catch its
breath. However, this breath catching, as desctilyefiefenbrun (2012), is mainly due to the
custom extraterritoriality; the advantages listeel theno custom formalitiesdvantage, the
improve of cash flowbecause of the delay of taxes, thvener access to merchandigbe
showroom space availablehe accounting advantagedecause products are incorporated
into the accounts only when sold, theduced insurance and duty cqstie assembly of
domestic with foreign googdghe ideal manufacture of goodswvhich represent the bi-
nationality and possible made-in local certificdltes possiblgrocessing and manipulation of
goods thepacking, repacking, labelingossibilities, theease to discard goodbefore paying
taxes, thavide variety of products handled

Listed this way, all of these advantages are cjosaked to the duty free aspects of the free
zone and provide functional advantages. Howevenesof them can also be seen as links
between networks. The free port enables the coimmetietween buyers and sellers. For
instance, the showrooms or the access to mercleaadables the connection of actors before
paying any taxes for entrance of a product, whichy mever enter the market. Such an
advantage makes the free port an opportunity fesghactors to do business. Some financial
advantages, such as the assembly of domestic agidricgoods or the ideal manufacture of
goods make trade possible between areas that mawnder quota restrictions. With this
approach, we can see that free ports are an estr institution because they make the
connection between actors and create value whilegdsn. In this sense, thHeee port is a
specific types of ports, it is an entrepreneur port

Although we could consider the free port as anegmémeur port in the sense of Burt, this
characteristic comes from the advantages providgdthe custom extraterritoriality
advantages. Moreover, we have seen that this deasdic cannot explain the development
of the free port, because custom borders are diegliand free zones, in the meantime, are
increasing. Therefore, another characteristic exjplg the development of free ports in
network approaches must exist.



Industrial networks cannot be reduced to functiamsl infrastructures. Hakansson and
Johanson (1992) consider the industrial networka agructure composed of three layers:
activities, resources and actors. We can analgeedorts through this perspective.

Activities of free ports were described above, dmely are mainly logistic activities with
several degrees of involvement in supply chain manmeent, from storage to marketing-
oriented activities (Cheaitou et al. 2014). Thedrisal example of the free port of Hamburg
shows that logistic services benefit from a widap@y chain perspective including the
transformation of the product to fit the tasteshaf market.

Considering resources, the framework of analysieldped by Hakansson and Waluszewski
(2002), the 4R model, divides the resources into¢ategories and each of these into two sub
categories. There are physical resources, subdivit® products and facilities. There are
also organizational resources, subdivided intoriss units and business relationships.

The free port uses physical facilities that are elauses in order to process imported
products and domestic products into transformafamilities. Both types of facilities are
included in another type of facility which is theeé zone. That connection in the facility
network makes an efficient use of facility resostc&he result of this connection is the
custom extra-territoriality. Hence, the busines# timat does the transformation processes
products before custom taxes. That means produdisde of the custom area and the
products within the custom area meet in the fregezacility, which is another advantage
leading to the list of advantages provided by Thefen (2012). There are also relationships
between this business unit and the other linkhefsupply chain: buyers and sellers that are
outside the free zone, at times inside the custe, at times outside of it. In other examples,
the buyers and sellers are both located outsidbeofirea in the case of re-exportation after
processing, like historically the French wine innaurg dedicated to Northern Europe.

If we consider the free port an entrepreneur fggilt is, through this analysis, because the
warehouse and the transformation plant are located free zone. This means that we
reallocated a ‘normal’ facility into a special zonghis is creating a link between two
resources. Resources within and across organizations are coethi and it is in the
combination of resources that value is located. ihmglication is that any one resource does
not have value in itself. Instead, value comes fppaductive use when combined with other
resource$ (Harrison and Hakansson 2006:232). This explaims value of the custom
extraterritoriality, but not the success of freetpan the context of custom barrier reduction.

Actors (Hakansson and Snehota 1995) are the thirer lof industrial network. This layer
creates value thanks to personal connections @fichals involved in the business process.
Business communities, inter-organizational ingbig, chamber of commerce, alumni
groups, golf practitioner, or any informal connen8 may influence business relationships.
This aspect is more difficult to evaluate, yet,igtoften the spark of business success
(Granovetter 2005).

When FIAS (2008) defines free portslasated in most ports of entry around the woitd,
means that free ports are located in the main tradees, such as Panama, Suez, Dubai,

8



Morocco, Singapore, etc. In these main trade roumegortant ports are areas where many
international networks meet in order to do busin&sg questions, however, arise from this
fact: First, what is specific to free ports in tadribs, in terms of business networks? Second,
why would a place far from main trade routes beca@meimportant free port while it is
outside of main trade networks?

To the first question, we can answer that a contioinaof the three layers make the

competitive advantage of the free port to normgldiic areas, because the activity network
installs logistics activity between industrial astowhich is especially true in the context of

globalization of economies and diversification ofiing areas; then the resource allocation
in the network benefits from the custom extra-teriality and at last, actors of international

trade gather and connect their networks in suctalnpldces. No other infrastructure can put
together, in such an optimal condition, the thegets of the industrial network.

To the second question, we can answer based omé#terity model of the free ports
(Lavissiere 2014) The essential of the model isebbasn four major axes of maturity:
confidence, market, organization, and distance.aie of distance has to be understood in a
broader acceptation (Ford 1980), it does not remtesnly geographical distance, but also a
business distance composed of financial distancendwe products and cultural distance
between actors. In this sense, it seems interestitgpk at a free port that is located outside
of the main maritime trade routes, but has a stsmuigl capital. Mauritius Free Port appears
to be an appropriate case to study for these iexrit€he free zone system has been studied by
several scholars (Barbier and Veron 1991, Tram@®9,1Bost 2011, Farole 2011, etc.), and
it is considered to be one of the successful exesnpll free ports in the world.

4. The case of Mauritian Free Port, an entrepreneur pd

The Republic of Mauritius is an island nation i tindian Ocean. The country is composed
of four islands that are far from main trade routésvas discovered by the Dutch and then
colonized twice by the French and then by the &ritiThe islands did not have specific
resources or even an indigenous population whenidlaed was found in the sixteenth
century. In addition, every year, a cyclone seasomdestroy agricultural resources. Despite
characteristics that should have made Mauritiudfeewlt place from which to do business,
the country is ranked twentieth on the “Doing Bessi' ranking of the World Bank (2012),
and it is one of the few African countries rankedhe upper middle income group.

When independence was promulgated in 1968, Manrg@nomy was almost exclusively
concentrated on sugar cane cultivation, up to 99%he export, 25% of local employment
and 37% of the GDP (Bost 2011). The 1970s were ethrly a strong government
commitment to diversify the economy and to providwre high-paying jobs to the
population. The promotion of tourism and the caatof the Export Processing Zones did
much to attain these goals. Between 1971 and Ebolt 64,000 jobs were created.

With the end of the Multi Fibre Arrangement comiimg 2005, Mauritius was aware its
competitive advantage (a legal one) was ending.eSoompanies invested in high tech to
keep competing, such as laser cutting, or speetlim very highly qualified tasks such as
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luxury hand-made products. Other companies haddeenout from business in Mauritius.
Many Hong Kong-based companies relocated.

In the meantime, Mauritian government implementesl ftee port with the Free Port Act of
1992 and then its revision in 1997 and 2001. Thee FRort was first a basic logistic facility
for transshipment and small transformation. Theesfat provided basic logistic services.
Then, with the separation of the roles of reguland operator (known as developers in
Mauritius), competition was introduced and diffar@hayers developed different strategies,
both on the level of services, but also in termsnafket. For instance, one of the developers
of the free port, specialized in cold rooms and figoduct-related logistics, or another
developer, built Congress Hall, and a third oneraffl offices and show rooms as a whole
supply chain service.

The Mauritius Free Port was created in order totpetcountry at the center of the regional
trading system. The aim of the free port was tovigi® the Eastern and Southern African
region with a logistics hub to facilitate flows gbods, by centralizing them, to distribute
them and to transition to an economy of servicesndtwork analysis terms, there was a
desire to connect business units of the regiorutiirdinks to a duty-free facility at the center
of the network.

This free port is located behind the port termimab0 hectares of land area with direct access
to the port facilities; the free port provides wais kinds of infrastructures from container
yards and processing infrastructures to cold waredé® and exhibition centers. Those
infrastructures amount to 156, 700 square metersixndeveloper-areas. The free port
employs directly around 1,000 people, plus the [geoprking for operators who rent a
warehousing space in order to operate it, plusatfrainistrative people managing the free
port. From what stakeholders estimate in 2007 etlaee around 4,500 people working in the
free port, and it generates around 2.5% of the @GDfhe 1.2 million inhabitants of the
island.

In terms of activities, there are several examjilestrating the points developed earlier.
Concerning logistic activity, in the free port, yhienk, other industrial activities with four
functions in the supply chain (Lafargue 2008). Tirs function is the grouping of goods in a
single central place before exporting them intothe&o custom area, for instance to the
European Union. The second function is logisticxprity, when products are processed in
order to be sent to a custom area that is geographiclose, like the Southern African
Development Community (SADC), so that productsveaging next to the border. The third
function identified is the central warehousing, hiit a regional free-trade area in order to
distribute markets of that zone, like the Indiane@t Community, in which Mauritius is a
member. Finally, the fourth function is value addmrdation within a ‘local’ regional free-
trade area far from the home zone on the routeooflg, which means products can be
transformed in Mauritius while components come frBoutheast Asia and Africa and final
products will be shipped to Europe. These functiares logistic activities present in any

! Figures come from a study for the Board of Investtrin 2009 that estimates the impact of the fie gn the
local economy.
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logistic chain, however, the custom border compbrmiakes the free port a specific
infrastructure in the international trade schenidss is why, the geographical route is not
necessarily the direct one for this type of ch&xploratory interviews in Mauritius show that
there are some fabrics coming from India or Chivet tare stored and then processed in the
Free Port, to become clothes, and get the MadeduriMus Certificate. The consequence is
that these products can enter the European Unitnless custom taxes, thanks to the trade
agreements between Mauritius and the Union.

The free port in Mauritius developed another irgeng initiative that is illustrating the
entrepreneur’s vision of the free port. The islaethg in the middle of the Indian Ocean, it is
close to the tuna fish migration roads. The tunan&nly fished by French, Spanish and
Japanese boats. Since it is under custom exttatéality, the free port developed a light
processing cold room storage called the Sea Foda Where products are prepared and
sometimes caned before being exported. It haslkssea used as a hub to send by air some
fresh tuna to Japan, shortening the distributiocud for fresh high quality products. The free
port is here a real bridge between the activitieéishing and the industrial processing of
seafood, and the markets could not be reached suthh a quality level without this
infrastructure. The bridging between the fishingustry network and the seafood retailing
network creates the entrepreneur’s value.

In the case of free ports, we see there are ewvoklin time with the activities they provide,
from high manpower logistics to high value addeppby chain services (Barbier and Veron
1986) and this corresponds to the network changiodilization developed by Lundgren
(1992) because there is the activation of a newvorlt and then resources (mainly
warehouses) are reallocated to the new business.

In terms of physical resources, what is interesiiniglauritius is the evolution of its free zone

system. In the 1970s, the industrial free zoneshalped to develop industrial capacity of the
country started. Then, there was a lack in termgistics, because there was no efficient,
duty free, manner to connect buyers and sellers i§hone of the reasons why the free port
was created, linking these two networks thanksamlifies. In the 2000s the government
started to promote IT free zones, that are the leal of network connection, because they
provide information processing that can be relépeiddustry and supply chain management.

At the micro level, the product of the free portagistic services, and these services are made
possible by the facilities that are at the heathefnetwork. The conception of facilities helps
the development of the free port because wareh@rsanodules that can be transformed into
cold rooms, production units and bulk storage, @ltepized stocks. This modularity enables
the operators to move from one type of producg liéxtile, to another one, like frozen sea
food. In other terms, such flexibility makes theaobe from one logistic network to another
possible: the versatile of facilities logistic fuion enables the entrepreneur’s capability to
connect two business relationship networks or lassimunits.

However, this is not specific to Mauritius or frperts. Rather it is a core success factor of
logistics facilities. What is interesting is thieXibility was not at the heart of the free port in
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the early years. It was brought from outside whwen ftee port changed its governance and
brought new actors.

When the free port was created in 1992, the Marifireeport Authority (MFA) was in
charge of the regulation of the zone for the Gowemnit and also of developing the zone for
companies willing to use its facilities. After ngéted results, in 1997, the MFA, following
the international best practices of logistics isfracture governance, was divided into a
regulating body, included into the Board Of Investin(BOI) which is under the Ministry of
Finance authority, and an operating body. This ajpgy body was also confronted with the
competition of new comers called Developers.

Developers are logistic companies that are grapéetof the free port area in order to build
infrastructures and offer logistic services to @pers who are freight forwarders or industrial
companies. Operators can either rent the emptyhsase area or buy a full supply chain
service from the developer, who will group clieatsl make economies of scales.

The increase in activity of the free port corregfomo the entry of new developers. What
happened is that one of the developers was leddrych experienced logistics entrepreneurs.
They came with their standards to build the wareksuSuch standards enabled the free port
to operate with European industrials. They werdingl to have the same standards of
operations all along their global supply chain; fostance, food tracking and HACCP
standards of cold rooms. Moreover, these Frenciméssmen came with their network of
contact, including leading French logistic comparparticipating in the developer’s capital.
Such contacts facilitated the start of the businessause they made a whole logistic network
of knowledge and business opportunities availablas is one of the reasons why the
business developed with many French companies.

Going deeper in this analysis, we can also condigerfact that Mauritian people speak

French as a second language. This is facilita@ogof in the connection to French business,
as part of a social capital. In the same way, Mausris a very multicultural country and has

access to several such networks, including Commaltiwdndian and Chinese heritages.

These connections are visible in flow analysis. |&##on of the destinations made by
Lavissiere (2014) on partner countries of the fpeet from 2002 to 2007, show there are
several groups of partners. First of all, Indiare@rt partners are important (from 20% to 35%
in the period) with Reunion, Madagascar and Selehellhey are natural trade partners
because of the geographical proximity. In a se8eath Africa is also a natural trade partner.

Then, France and, to some extent, other Europeantri@s have an important share of the
business of re-exportation (from 25% to 37%). Hosvewneither the geographical, nor the
logistic distance can explain this fact. How wottlde easier to import goods from South
East Asia in order to re-export them to Europe? di@ver to this question lies in the cultural
proximity. Mauritius shares historical links withréhce and other European countries (UK,
Netherlands, etc.) therefore, Mauritius takes pathe ACP countries that have specific trade
agreements as seen before. Mauritius also sharggdges with French and English speaking
countries in Europe. This language capacity cae éasiness. Moreover, we can add that
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there are also interpersonal relationships, sireesldpers have strong personal links with
European businessmen.

This observation is proven by the importance ofdras well. Mauritius also shares another
cultural proximity with India because many of itdizens are second or third generation
migrants from India. The same observation can bdenvaith Chinese influenced countries
like China, Singapore and Taiwan, which are impdrpartners of Mauritius.

With the study of the actors, we observe that dgpasis have European financial and social
capital, and the operators of the free port areaged by local Mauritians, who often speak
French, English and either an Indian language an&3le. The free port appears, therefore, as
a link in between production plants in Asia and ke&s in Europe or Africa, thanks to the
combination of the three layers of business netaottike logistic activity necessary for this
type of global supply chain, the customs extrataniality of the facilities and the social
capital inherent to the actors. These three laym@eover, are mixed and influence each
other in a synergetic way, because actors’ relatigns influence the design of the facilities
for instance.

Returning to a more general perspective of the g we can imagine that the competitive
advantage of the free port of Hamburg in the lateteenth century came from the same type
of combination when German businessmen where ctingeiheir network of French wine
producers to their network of Scandinavian custemer

5. Conclusion

In this paper we have attempted to explain thedur®f free ports. As main stream free port
literature has mainly a black box approach andissuffee ports’ inputs and outputs, this
literature only gives a partial answer. So the I&fiproach has been applied as the network
and historical approaches may provide better utal®igng of free ports. Free ports have
been analyzed from a larger network perspectivetlaaadase of Mauritian Free Port has been
studied.

To explain the free port paradox we aimed to angwerquestions. In a general way, what
are the specificities of free ports? In particulahy would a place far from main trade routes
become an important free port? Industrial netwbdoty (Axelsson and Easton 1992), the 4R
model (Hikansson and Waluszewski 2002ikidnsson et al. 2009) and network brokerage
(Burt 2001) were applied for better understandihthe first question and the analyses of the
Mauritius Free Port case helped to answer to tbenskquestion.

Custom extraterritoriality is certainly one of tineain characteristics of free ports. It is,
however, far from the only one. Free ports givecnstom-formality advantages (the
improvement of cash flow, accounting advantagesyet insurance and duty costs, specific
manufacturing possibilities (the assembly of domoestith foreign goods, the ideal

manufacturing of goods) and the possible made-gallgertificate (the possible processing
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and manipulation of goods, the packing, repackiaigeling possibilities). Perhaps the most
important is the customs extra-territoriality amthanistrative process easiness.

In a more general way, the free port makes resoavedability and easy access to many
actors (local, regional, international) possibleed-ports link together industrial free zones
and logistic free zones and also integrate IT f@ees by facilitating and making easier both
the connections and the administrative procesdesselzones correspond well to the network
changing mobilization (Lundgren 1992) because tethe activation of a new network and
then resources (mainly warehouses) are reallo¢atdok new businesh.is the complexity of
the business network that free ports offer as daiptelinterface for international trade based
value creation!

The example of Mauritius Free Port helps to givexegarticular elements of the answer for
the second question. Beyond the general issuesclia@ging of governance, cultural
proximity and the specific resource activation gsx seem to be the key elements. After
changing the governance with the arrival of nevom;tthe multiplicity and diversity of actors
embedded in the free port became decisive (for pl@athe French businessmen). The use the
exploitation and the valorization of the island’sltaral diversity made several types of
cultural proximity (French, Indian, and Chinese)sgible. Tuna exploitation provides an
example of the specific resource activation asfrbe port developed a light processing cold
room storage (Sea Food Hub) where products areapepand sometimes canned before
being exported or where the fish are shipped hylane. The bridging between the fishing
industry network and the seafood retailing netwardates entrepreneur’s value.

In the case of Mauritius, the free port is a lirkvieeen production plants in Asia and markets
in Europe or Africa. It is possible because of thenbination of the three layers of business
networks: the logistic activity necessary for thype of global supply chain, the customs
extraterritoriality of the facilities and the sdctapital inherent to the actors. Moreover, these
three layers are mixed and influence each othem isynergetic way, because actors’
relationships influence the design of the faciitior instance.

The interesting novelty of this paper is the intrciibn of theentrepreneur portconcept
associated with free ports. One of the further aege questions could be whether the two
concepts are congruent or not. Should all freespoetconsidered as entrepreneur ports? Are
there other types of entrepreneur ports than e gorts?
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