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Middle East
The Middle East’s condensed geography makes it a highly competitive region for foreign investment. 

Many countries in the region are pursuing long-term diversification strategies to adjust to a 

lower oil price. In the Gulf, Oman is investing heavily to challenge the dominance of UAE ports 

and Saudi Arabia announced plans to open its first special economic zone. The Gulf Cooperation 

Council countries are all working toward introducing a 5 percent VAT rate. Free zone companies are 

exempted in some cases. In Iran and Turkey, political and economic turmoil are expected to slow 

down foreign investment this year.

INCENTIVES AND REQUIREMENTS

 ZONES CORPORATE TAX OTHER TAXES CUSTOM DUTIES
IMPORTANT 

REQUIREMENTS
DOMESTICATION 
REQUIREMENTS

Bahrain 3 0%
5% VAT levied on 

certain transactions
None

Minimum capital 
requirements 

($12,500 - 
$53,000)

None

Iran 21
100% exemption for 

20 years
None None None

Minimum 90% 
domestic workforce

Jordan 7
Between 5 and 

20% (depending on 
zone)

None None None
Minimum 30-50% 

domestic workforce 
(depending on zone)

Oman 4

100% exemption for 
10 years. Potential 
extension for up to 
25-30 years based 
on domestication

None None None

Minimum level of 
domestic workforce 

(from 10%, increasing 
over time)

Qatar 3
Potential 

exemption for up to 
10 years

None
Potential exemption 

on raw materials
None None

Turkey 19
100% exemption 

for manufacturing 
companies

None

0.1% levied on the 
CIF value of goods 
imported into the 

zone

None
Unskilled labour 

must be 100% 
supplied locally

Yemen 1
Exemption for up 

to 25 years
None None None None

UAE 44
100% exemption for 

up to 50 years
5% VAT levied on 

certain transactions
None

Minimum capital 
requirements 

may apply
None
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Political instability has rendered Turkey – the Middle East’s largest economy – an 

increasingly unfavourable investment location in recent years. FDI has been on 

steady downward trend since 2016, when an attempted military coup sparked a shift 

toward authoritarianism by President Erdoğan. 

Last year, a political crisis became a full on economic one. Between January and 

August 2018, the lira lost more than 30 percent of its value against the U.S. dollar, due to 

ongoing political and trade disputes between the two countries. Inflation soared above 

15 percent, forcing the central bank to hike interest rates to 24 percent in September. 

As a result, bank lending and consumer spending dried up while business confidence 

evaporated. Official statistics released in March confirmed that Turkey had experienced 

two consecutive quarters of negative growth, thus putting it in recession.

The forecast for 2019 remains negative. The government believes that the economy 

will grow by 2.3 percent. The International Monetary Fund, however, is predicting a 

2.5 percent contraction. Yet, there are signs that the currency crisis is easing. The lira 

climbed 20 percent against the U.S. dollar between August 2018 and April 2019. And 

in October 2018, the government exempted companies operating in free trade zones 

from having to denominate all salaries, service payments and other obligations in 

lira. (The move was introduced at the height of the crisis to increase demand for the 

national currency.) 

On the trade front, in June 2019, Turkey will lose its preferred trade status under 

the U.S. Generalised System of Preferences. That status allows certain goods to flow 

from Turkey into the United States duty free. In 2017, Turkey exported $1.7 billion 

worth of goods under the programme, 18 percent of its total exports to the United 

States. The most significant product categories included vehicle parts, jewellery and 

precious metals. June 2019 could also see the finalisation of a free trade agreement 

between Turkey and Pakistan. Current Turkish exports to Pakistan are worth $372 

million, including $111 million worth of machinery and $40 million in textiles. There 

are reports that Pakistani officials would like Turkish enterprises to help develop 

special economic zones in that country.

Turkey
Turning point 2019?

Mersin Free Zone

Size 83.6 ha

Available space 0.75 ha

Rental fees 
(annual price 

per m2)
$4

Licence fee $5,000

Electricity  
(per kWh)

$0.12

Water (per m3) $0.69

Wages  (average 
monthly 

industrial wage)
$500

Nearest sea 
port

2 km

Nearest airport 60 km

Total 
investment 

(2018)
$23 m



MIDDLE EAST | GLOBAL FREE ZONE REPORT 2019 | 57 

Rent (m2 per year)

Size
Trade Volume 

(2015)
Open Area 

(Production)
Warehouse

Adana-
Yumurtalik

463 ha $570m $2.25 – $2.75 $30 – $48

Antalya 63 ha $682m $2.42 $18 – $48

Bursa 82 ha $1.48bn $250 (sale) $42 – $96

Denser-Denzili 53 ha $61m $15 $36 – $72

Gaziatep 141 ha $86m $27.65 - $42.30 $15.60– $54

Istanbul Industry 
& Trade

53 ha $2.93bn $5 ––

Istanbul Thrace 38 ha $1.32bn $8 ––

Tubitak Marmara  
Technopark

36 ha $76m $5.50 – $8 ––

AEGAN 220 ha $3.87bn $3.67 

IZMIR 176 ha $243m $150 (sale) $48 – $69

Kayseri 684 ha $738m $17 (sale) $18 – $36

Kocaeli 18 ha $420m $29.16 – $58.20 $55.44 – $124.68

Rize 1 ha $3.2m $3 $30 – $66

Samsun 7 ha $121m $3 $60 – $90

European 193 ha $2.3bn $4 ––

Trabzon 3.8 ha $375m –– $43.56 – $58.08

“ …in June 2019, 
Turkey will lose 
its preferred 
trade status 
under the U.S. 
Generalised 
System of 
Preferences.

”
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“ In January 2018, 
a new 5 percent 
Value Added Tax 
was introduced 
into the tax code. 
Only 20 of the 
country’s 44 
free zones are 
exempted  
from the tax.

”

UAE
New law shakes up FDI landscape 

In October 2018, the UAE government gazetted the Foreign Direct Investment Law 

which extends 100 percent foreign ownership to private companies within UAE 

territory. Previously, foreign investors were required to hold a minority stake in a firm 

or locate within a free zone, where full foreign ownership is allowed. 

A Foreign Direct Investment Committee has been established with representatives 

from each of the seven emirates. The committee will establish a so-called “positive 

list” of sectors where majority foreign ownership is permitted (in some cases it may 

be less than 100 percent shareholding). The list is expected to be published within the 

first half of 2019. A negative list – which determines sectors where majority foreign 

ownership is not allowed - has already been issued and includes oil and gas, banking 

and finance activities, private pharmacies, commercial agent services, insurance, and 

public utilities. 

The new FDI law will challenge the free zone sector but the impact is not expected 

to be significant. The main advantage of being established outside of a free zone is 

the greater freedom to sell goods into the UAE market. Operating outside of a free 

zone also reduces restrictions on location, minimum capital requirements and 

costs associated with leasing premises. Furthermore, the UAE has double taxation 

agreements (treaties which are signed between countries to avoid double taxation) 

with more than 100 countries from which free zone companies do not benefit. 

Recognising the competition, however, the free zone sector has taken steps to 

cement its position. For example, Dubai Free Zones Council [DFZC] has set-up a 

centralised electronic system which will facilitate licencing procedures across all of 

its zones more quickly. A “one-stop shop” for licencing and regulatory procedures 

is particularly valuable to smaller enterprises and is a model being adopted widely 

across the region and beyond. The DFZC is also pursuing a digital commerce strategy 

that it hopes will grow the sector to $6 billion by 2023. This includes measures to 

harmonise regulations for e-commerce activity, streamlining warehouse recruitment 

and introducing digital product registration systems. Dubai CommerCity is a free 

zone dedicated to e-commerce activities. 

Another key advantage of free zones is the suspension of workforce nationalisation 

policies which stipulate that certain roles – such as data entry clerks and public 

relations officers – are fulfilled by Emiratis. The Ministry of Human Resources and 

Emiratisation regulates which sectors and roles are a priority for nationalisation and 

operates an online portal (known as Tawteen Gate) which links Emirate job seekers 

to available private sector roles.

In January 2018, a new 5 percent Value Added Tax was introduced into the tax 

code. Only 20 of the country’s 44 free zones are exempted from the tax. These zones 

are known as “designated zones” and include the largest free zones, such as Jebel Ali, 

Khalifa Industrial Zone and Sharjah Airport International Free Zone.
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Oman
The Middle East’s fulcrum 

Free zones, broadly speaking, are a central component 

of Oman’s economic diversification strategy (or 

Tanfeedh, as it’s known). The policy aims to use coastal-

lying zones to attract investment and coordinate 

the development of vital non-oil sectors, namely: 

manufacturing, tourism, transport and logistics, mining 

and fisheries.  Oman’s geostrategic significance, as an 

open and stable intersection between north Africa, 

the middle east and south Asia, means that it has the 

potential to become a regional trade hub, capable of 

competing with the United Arab Emirates.

There are four zones in the country. Sohar Freezone, 

Salalah Freezone and Duqm Special Economic Zone are 

all situated on different coasts, with access to nearby sea 

ports. Al Mazunah Freezone is located in the south of the 

country, on the border with Yemen. While a number of 

companies are now operating, Duqm Special Economic 

Zone [SEZAD] is still in development. The site covers 

200,000 hectares with 90 kilometres of coastline and 

is aiming to become a major maritime transit hub and 

logistics gateway to Oman and south Asia. The master 

plan includes site for an industrial zone, tourism centre, 

logistics zone, sea port, fisheries zone, central business 

district, educational facilities, and a residential zone.

The Port of Duqm opened partially in 2013 and 

promises to become an important regional access point. 

In March, the U.S. announced a strategic agreement 

with Oman to use Duqm and Salalah ports for military 

vessels. Britain announced a similar agreement in 

Duqm Special Economic Zone

Size 9,000 ha

Annual Lease Rates ($ per m2)

Heavy Industry $1.30

Medium Industry $2.21

Light Industry $2.60

Warehouses $2.60

National Utility Tariffs

Electricity 

(per kWh)

Sept-April: $0.0031

May-Aug: $0.062

Water 
(Fee per 10-inch water meter)

$155

Investment

2015 $629 million

2016 $1.9 billion

2017 $1.65 billion

2018 $461 million

Facilities

Nearest Airport 24 km

Master plan

Industrial zone

Logistics zone

Fisheries zone

Central Business District

Residential Zone

OMAN

Muscat

Rhyadh

SAUDI ARABIA

IRAN

UNITED ARAB 
EMIRATES

YEMEN

Duqm

Sohar

Gulf of Oman

Arabian Sea

Dubai

Abu Dhabi

Doha
QATAR

Manama

Salalah

BAHRAIN

300 km
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February; as did India, in 2018. The port is the only naval facility in the region capable 

of handling massive aircraft carriers.  A 900-hectare refinery is being built next to the 

site. The facility - a joint venture between Oman and Kuwait state oil companies – will 

be capable of processing 300,000 barrels per day.

The China-Oman Industrial park is a 1,200-hectare site within the Duqm industrial 

zone. The $11 billion development was greeted with great excitement when first 

announced in 2016. However, little tangible progress has been made since then. Oman 

Wanfang is the consortium group leading the project. In a January interview, Ali Shah, 

its CEO, told the Times of Oman that “Such a giant project needs time and is moving 

according to detailed plans. It is also constantly evolving… Chinese investments will 

increase in Duqm, and not decrease, as some say.” In the interview, Shah says that the 

project has been hampered by “cultural differences”. Their first priority is to construct 

administrative and residential buildings, adding that facilities for heavy industry would 

be some way off due to delays and insufficient water and electricity capacity.  

The ongoing economic blockade of Qatar, initiated by her neighbours Saudi Arabia 

and UAE back in June 2017, has benefited Oman and the port of Sohar in particular. 

While bilateral non-oil trade more than doubled to $2 billion in 2018, dry and liquid 

bulk throughput at the port increased by 14 percent. With the World Cup coming 

to Qatar in 2022, Sohar will become an even more significant trade, logistics and 

manufacturing hub, especially for the minerals and construction sectors.

Salalah port’s general cargo terminal handled 16.2 million tons during 2018, a 

growth of 19 percent over 2017.  The adjacent free zone has put its focus on chemicals 

and materials processing, manufacturing and assembly, and logistics and distribution, 

as the sectors which it hopes will attract nearly $15 billion of investment by 2028. 

Despite a year of challenges due to a cyclone, Salalah Port Services Company (SPSC) 

has kept its publicly issued statements positive, focusing on some its core comparative 

advantages: ‘In the general cargo terminal, the outlook remains optimistic due to the 

unique position of Salalah being the largest single global exporter of gypsum’ SPSC 

wrote in its financial report submitted to the Muscat Securities Market in February.

“ The ongoing 
economic 
blockade of 
Qatar, initiated by 
her neighbours 
Saudi Arabia 
and UAE back in 
June 2017, has 
benefited Oman 
and the port of 
Sohar  
in particular.

”
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Iran
Salafchegan Special 
Economic Zone 

Iran’s special economic zone sector consists of seven 

free trade-industrial free zones and 14 special economic 

zones.  According to Morteza Bank, secretary of Iran’s 

Free Zones High Council, between 2013 and 2017, the 

value of free zone exports increased from $192 million 

to 1.5 billion. Apart from petroleum, which accounts 

for 74 percent of total exports, Iran also has a valuable 

chemicals sector ($2.8 billion worth of exports in 2017), 

as well as metals ($1.7 billion) and vegetable products 

($1.4 billion). 

Qom Salafchegan Special Economic Zone [QSSEZ] 

is a dry port located in Qom Province. QSSEZ’s key 

advantage is its central location at the intersection of 

a national logistics network. The zone has access via 

road highways to major cities in the country, including: 

Tehran (140km), Qom (50 km), and Isfahan (240 km). 

The 2,000-hectare site is connected to international 

rail and road lines; and is surrounded by 60 percent 

of Iran’s commercial activity within a 250-kilometre 

radius. QSSEZ is an ideal location for the storage and 

transit of goods and raw materials. The nearest sea and 

air ports are 800 and 150 kilometres away respectively.

There are currently 100 active manufacturing plants 

within the zone, with investors from Italy, China and 

India. Most of the operations are classed as small and 

medium sized and they cover a very diverse range 

of activities including heavy duty machine industry, 

automobiles and petrochemicals. In the last five years, 

Doing Business in QSSEZ

Size 2,000 ha

Minimum investment $30,000

Rent (per m2 annually)

Metal, Chemicals, Food, Spare 
Parts, Warehouses

$28 - $74

Business Services
(<500m2) $111  
(>500m2) $92

Office $973

Utilities

Electricity (subscription charge 
per kWh via public power 

station)
$46.31

Water (Annual usage charge)

5,400m3 $5,474

36,000m3 $47,275

Wages (monthly average)

Industrial workers $629 million

Service & administrative $1.9 billion

Infrastructure

Nearest sea port 800 km

Nearest air port 150 km

Fibre optic cable 5km network laid

Investment

2018 Exports $135,000

2018 Investment $400,000

Qom
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the zone has attracted nearly $3 million in investment and exported $585,000 worth 

of goods. Forecasted investment in 2019 is $900,000.  That would mark a significant 

increase on 2018 investment ($400,000) at a time when foreign direct investment in 

Iran is expected to slow, following the re-imposition of economic sanctions by the US. 

Government.

Investment Opportunities in QSSEZ

Power Plants applying Renewable Systems

Automobile Industry and Spare Parts Manufacturers

Port and Warehouse (Roofed & Open) Construction

Power Station (63/20 KW)

Railroad Industry Factories and Related Accessories and Spare Parts

Oil Products Warehouse Construction

Sanctions do present a major cloud over the Iranian economy. The current sanctions 

include operators of Iran’s ports, the ship building sector and shipping firms, making 

export operations more difficult. A list of 50 Iranian banks are also included on the 

list. However, many of Iran’s trading partners – including EU countries – are finding 

ways to circumvent unilaterally imposed sanctions. Turkey is another such partner. 

In April, Foreign Minister Mevlut Cavusoglu affirmed his country’s determination 

to increase bilateral trade to $30 billion. European entities trading with Iran use a 

‘non-dollarized’ system of exchange known as known as INSTEX for goods such as 

medication and farm products.

Another important regional ally is Oman. Bilateral trade between the two countries 

was worth $1.04 billion. Iran exports $472 million to Oman, including $325 million 

worth of iron products. In April, the two countries announced an agreement to open 

a fifth direct shipping route in the Persian Gulf.

“ …many of Iran’s 
trading partners 
– including EU 
countries – are 
finding ways 
to circumvent 
unilaterally 
imposed 
sanctions.

”
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North Africa
North Africa is still in a period of readjustment following the seismic political changes of the last 

decade. Investor confidence in Egypt has improved but remains fragile. In Tunisia a similar dynamic 

prevails, while Sudan remains mired in a political and economic crisis. Morocco’s relative stability 

has enabled it to benefit from the regional turmoil. Its coastal industrial hubs and incentives regime 

are attracting foreign investment, particularly in the automotive sector. Chinese investment in the 

strategically signicant coastal regions of Suez (Egypt) and Djibouti grows, as part of the Belt and 

Road Initiative (BRI). Libya is an undesirable investment location as civil war continues.

INCENTIVES AND REQUIREMENTS

 ZONES CORPORATE TAX OTHER TAXES CUSTOM DUTIES
IMPORTANT 

REQUIREMENTS
DOMESTICATION 
REQUIREMENTS

Egypt 9 0% None None

Tax incentives 
not applicable to 
energy intensive 

industries

None

Morocco 30

100% exemption for 
the first 5 years. 

Levied at 8.75% for 
20 years thereafter.

100% exemption on 
Professional Tax 
for first 15 years.                                

VAT exemption on 
imports for first 3 

years.

None

Minimum 
$10 million 

investment for 
VAT exemption

None

Tunisia 2
10% (export 

earnings)

0.1% levy on export 
turnover; 0.2% on 

local turnover

None (for imports 
with no local 
substitution)

100% export 
requirement 

Maximum 4 foreign 
staff per company

Republic of 
Sudan

4

100% exemption for 
the first 15 years. 

Levied at 15% 
thereafter.

VAT levied at 17.5% 
on goods sold into 
domestic market

None None
Minimum 50% 

domestic workforce

Mauritania 1 15%
Dividends taxed at 

10% 
None

Minimum 
investment 

of $13 million, 
with at least 50 
permanent jobs 
and 80% exports 
to access fiscal 

benefits

Preferential status 
for domestic raw 

materials and 
suppliers

Libya 4 0% None None
Minimum $10,000 

investment
None

Djibouti 2 0%
10.2% social security 

tax
None

Minimum 
$140,000 

investment
None
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Morocco
Record FDI flows in 2018

In 2014, Morocco launched its Industrial Acceleration Plan to expand its manufacturing 

and industrial sectors by 2020.  Overall, the policy has been successful. Exports have 

increased moderately from $26.9 billion in 2013 to $28.5 billion in 2018. However, 

more than 400,000 industrial jobs have been created in that time (49 percent of them 

held by women). And in 2018, total foreign direct investment increased by 29 percent, 

to nearly $3.5 billion, a record high.

Morocco has a more diversified industrial base than its regional peers, such as 

Libya and Tunisia, which are big oil exporters. In 2017, Morocco exported goods 

across 21 different product categories with no single one accounting for more than 

20 percent of the total. Textiles ($5.1 billion), transportation ($3.6 billion), machinery 

($3.5 billion) and minerals ($1.5 billion) were the biggest sectors, accounting for 55 

percent of total exports. Investors benefit from this economic diversification, as the 

Moroccan economy is better placed, compared to its neighbours, to survive individual 

down-market periods, such as low oil prices.

Furthermore, Morocco’s political stability in a turbulent region makes it uniquely 

positioned to exploit the geostrategic advantages of the region, with access to markets 

in Europe (70 percent of exports), Africa (6 percent), North America (6 percent) 

and even Asia (14 percent). According to James Zhan, director of investment and 

enterprise at the UN Conference for Trade and Development, in an interview with 

the Financial Times, Morocco “is the most stable investment climate in the region.”

Special economic zones and industrial zones are an important part of Morocco’s 

successful investment promotion model. There are more than 30 active industrial 

zones across the country, many of them with a sector-specific focus in order to 

create synergised hubs with relevant infrastructure and resources. For example, 

Tanger Automotive City is a 260-hectare site located next to the Renault Tanger Med 

plant and is a free zone dedicated to firms involved in industrial, logistics or tertiary 

activities. In April 2019, there were reports that the government is preparing to launch 

a new aeronautics free zone in the Fez-Meknes region, in the north of the country. 

This would be in addition to the aeronautics-focused zone in Casablanca (Midparcs 

Casablanca Free Zone), which is closer to the coast.

In 2019, all eyes will be on the progress of the Mohammed VI Tangiers Tech City 

development project. This $1 billion Chinese industrial and residential special 

economic zone was announced in 2017, with promises of $10 billion worth of 

investment over 2,000 hectares, with 100,000 jobs within a decade. A symbol of 

Chinese presence in the region, the first factory was slated to open in 2019. However, 

according to U.S. broadcasting outlet NPR, as of October 2018, there were no signs of 

construction on the ground. 

“ …Tunisia has 
been in trouble 
and Egypt is 
just regaining 
attractiveness… 
Compared with 
those two, and 
Algeria and 
others, [Morocco] 
is the most stable 
investment 
climate in  
the region.

”James Zhan,  
Director of Investment 

& Enterprise UNCTAD
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Free Zones & Industrial Zones | Morocco

Zone Sectors Size
Available 

Space
Annual Rental 
Fees (per m2)

Nearest sea 
port

Nearest 
airport

Agropole de Berkane Agribusiness 102 ha 17.49 ha $37 140 km 52 km

Agropolis Meknes Agribusiness 140 ha 50.72 ha $53 244 km 85 km

Atlantic Free Zone Automotive 345 ha 44.66 ha $41 160 km 50 km

Casanearshore Park Software; Banking; 
Insurance 15.40 ha 1.23 ha $12 11 km 26 km

FES Shore Park Offshoring 20 ha 2.6 ha $93.00 300 km 12 km

Midparc Aeronautics 124.4 ha 5.70 ha  $4.56 30 km 5 km

Omrane Sahel Industrial 25.64 ha 8.07 ha $70 36 km 43 km

Oujda Shore Park Offshoring 7 ha 2.9 ha $75 120 km 1 km

Rabat Technopolis Hi-tech industry 61 ha 6.73 ha $156  10 km

Technopole of Oujda Industrial 107 ha 35.63 ha $31 120 km 1 km

Bouskoura Industrial Park Industrial 28 ha 19.53 ha / 23 km 15 km

Selouane Industrial Park Industrial 72 ha 7.15 ha $60 20 km 128 km

Jorf Lasfar Industrial Park Chemicals; 
parachemicals 504 ha 34.32 ha $36 0 km 127 km

Ouled Saleh Industrial Park Industrial 32 ha 22.44 ha / 25 km 14 km

Settapark Industrial Park Industrial 20 ha 4.98 ha $7.50 60 km 40 km

Tanger Automotive City Automotive 80 ha (Phase I) 25.02 ha $820 30 km 60 km

Tanger Free Zone Industrial 400 ha 20.32 ha $749 56 km 3 km

Technopolis Park Offshoring 6 ha (Phase II) 2.55 ha $131 122 km 10 km

Tetouan Park Logistics 35.6 ha  
(Phase I) 9.8 ha $187 60 km 60 km

Tetouan Shore Offshoring 6 ha 5.34 ha $9.37 62 km 90 km

Zae Ait Kamra Industrial 41 ha 12.71 ha $36 135 km 16 km

Ennasr Economic Activity 
Zone Industrial 40 ha 8.06 ha $52 145 km 81 km

Miftah El Kheir Industrial 
Zone Industrial 44 ha 3.82 ha $73 293 km 19 km

Mohammedia Industrial 
Zone Industrial 58 ha 6.3 ha $172 6 km 43 km

Sidi Bouathman, Industrial 
Zone Industrial 107 ha 4.52 ha $20 145 km 40 km
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Republic of Sudan 
Turmoil and transition 

In December 2018, a series of protests against the spiralling cost of living and lack 

of economic opportunities broke out across the Republic of Sudan. Despite the 

government’s attempts to repress the uprising, five months later, in April, long-time 

president Omar al-Bashir was forced to step down by the military. He was eventually 

replaced by Lieutenant General Abdel Fattah al-Burhan, who has vowed to restore 

civilian rule within two years and has moved decisively to oust any remnants of al-

Bashir’s regime.
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Red Sea Free Zone 2,460 700 $1 $1,000 $500 $0.008 $0.005 $150 $90 30 km 15 km

Garri Free Zone 2,600 900 $1 $1,000 $500 $0.008 $0.005 $150 $90 800 km 70 km

Gallabat Free Zone 875 875 / / / / / / / 700 km 660 km

Berri Free Zone 43 6 $0 $0 $0 / / 870 km 4 km

The wider crisis which precipitated these protests can be linked back to the 2011 

partition of the Sudan, in which South Sudan became an independent nation. The 

new nation took with it most of the nation’s oil fields, starving the north of essential 

exports earnings. The value of the Sudanese pound fell sharply in 2018 as inflation 

rates soared as high as 64 percent – the third highest in the world – and caused a cost 
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of living crisis. Al-Bashir’s ouster will not resolve those systemic problems even if it 

reduces political tension.

Sudan’s key economic partners are pledging to support the nation during a difficult 

period of transition. Saudi Arabia and the United Arab Emirates- which account for 

50 percent of the country’s exports – have pledged $3 billion worth of aid, according to 

The National. That package will include a $500 million injection for the central bank, 

which should improve liquidity in the short-term.

In the longer term, the new Sudanese regime will be faced with the challenge of 

attracting foreign investment into the economy. Current exports are dominated by 

gold (worth $1.5 billion and 33 percent of exports), sheep, goats and other animals 

($779 million and 16.5 percent of exports), and vegetable products ($960 million, 20 

percent of exports). This could present opportunities for mineral and agro processing 

activities. 

Only one of the country’s four free zones is situated near a sea port (Red Sea Free 

Zone). The quality of roads in the country is very limited. Just one-fifth of the national 

road network is estimated to be paved, and mostly in the north of the country. This 

makes access to the southern regions particularly challenging during the rainy season. 

The Port of Sudan is located in the north east of the country. The transport system 

around Greater Khartoum is completely reliant on the road system with limited 

options for mass transit, thereby leading to significant congestion in urban centres. 

However, the national rail infrastructure is significantly better. It is used to transport 

machinery to agricultural zones and agricultural products to the coast for export. 

“ …access to the 
southern regions 
[is] particularly 
challenging 
during the rainy 
season.

”
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Egypt
Chinese investors eye textiles 

Last year proved to be a successful one for Egypt’s well-established free zone sector. 

Between January and September 2018, total exports increased by 8 percent to $14.7 

billion, including $8.3 billion in commodities and $6.4 billion in services. There are 

1,102 active projects across the free zone sector (81 percent of which are concentrated 

in the country’s nine public free zones), which generated $2.15 billion in FDI during 

this period and provided 200,000 job opportunities, according to figures from the 

Minister of Investment and International Cooperation, Sahar Nasr and reported by 

the Egypt Independent.

The textiles sector is an important element of the economy. In 2017, Egypt exported 

$3.5 billion worth of these goods (11 percent of total exports) to a diverse range of 

destinations, including the U.S. (where textile products are exported tariff-free), the 

EU, Saudi Arabia and Tunisia. Around 200 of the country’s 4,000 textile companies 

operate within free zones. Egyptian cotton is world famous but the domestic sector 

has struggled to be competitive in recent years, due in part to labour costs and 

inefficient production methods. The government is investing $600 million to upgrade 

the machinery in state-owned cotton weaving, ginning and spinning factories – some 

of which is currently more than 100 years old. However, in March, the government 

also increased the monthly minimum wage by 67 percent to $115 .74, which could 

negatively affect the private sector’s cost base. 

Foreign investors, particularly the Chinese, have spotted the opportunity to move 

in and use automation to improve efficiency and they are using the country’s free 

zone regime to execute this strategy. For example, Mankai Textile Industrial Park 

is a new Chinese textile city under construction. The development will span 1,200 

hectares and incorporate 600 factories, operated by a range of Chinese companies. 

The project’s developers expect annual production to reach $9 billion worth at full 

capacity. 

Egypt’s large population and geographic advantages have made it a strategic 

investment location in the Belt and Road Initiative. The China-Egypt Suez Economic 

and Trade Cooperation Zone stands as a testament to this. The project was inaugurated 

in 2008 and renewed in 2016, with the second phase of development covering a 

600-hectare site. Phase one (134 hectares) attracted 77 enterprises investing $150 

million and creating 3,500 jobs; the level of job creation was significantly less than 

initially anticipated.  

Need to know for 2019

 •  Electricity tariff 
increase are 
expected in July 
2019, following 
increases in 2018

•  Minimum wage 
increased to $115 per 
month in March 2019 
(67 percent increase)

•  Energy subsidies will 
be phased out by 
June 2019, as part 
of the terms of a $12 
billion IMF loan

•  Egypt has ratified the 
agreement for the 
African Continental 
Free Trade Area, 
which could come 
into force before the 
end of the year
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In March, Japanese investment corporation Sumitomo announced an expansion 

of its electrical engineering activities in Egypt. It is building a new $200million plant 

in Port Said Public Free Zone, which will generate 3,500 jobs. Electrical engineering is 

another important sector within Egypt’s free zone landscape. 

Free Zones & Industrial Zones | Egypt

Zone Location Size Sectors

Annual 
Industrial 

Rent  
(per m2)

Annual 
Warehouse 

Rent  
(per m2)

Annual 
Prefabricated 
Building Rent 

(per m2)

Nearest 
Sea Port

Nearest 
Airport

Alexandria 
Public Free 

Zone
Alexandria 570 ha

Textiles; agro-
processing; 
chemicals

$3.50 $7 $25 7 km 20 km

Nasr City 
Public Free 

Zone
Cairo 75.6 ha

Food processing; 
textiles; electrical 

engineering
$3.50 $7 $25 7 km 15 km

Port Said 
Public Free 

Zone
Port Said 80 ha

Textiles; electrical 
engineering; metal 

products
$3.50 $7 $25 On-site 6 km

Ismailia 
Public Free 

Zone
Ismailia 46.4 ha

Textiles; electrical 
engineering; food 

processing; re-
exports

$3.50 $7 $25 85 km 120 km

Damietta 
Public Free 

Zone
Damietta 79.8 ha

Textiles; wood 
products; 
chemicals; 

pharmaceuticals

$1.75 $3.50 $3.50 On-site 250 km

Media 
Public Free 

Zone
Giza 2,500 ha Media / / / 200 km 50 km

Shebin El- 
Kom Public 

Free Zone
Cairo 8.4 ha Textiles; chemicals $1.75 $12.50 $25 150 km 90 km

Qeft Public 
Free Zone Qena 91.2 ha

Pharmaceuticals; 
energy; electrical 

engineering
/ / / 180 km 45 km

Suez Public 
Free Zone Suez 121 ha

Electrical 
engineering; 

textiles; 
petrochemicals

$3.50 $7 $25 On-site 130 km

“ …in March, the 
government 
also increased 
the monthly 
minimum wage 
by 67 percent to 
$115.74, which 
could negatively 
affect the private 
sector’s cost base.

”
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Tunisia
New zone launched on Libyan border 

Ben Guerdane is a coastal town in south east Tunisia, less than 35 kilometres from 

the country’s border with Libya. Bilateral trade between the two countries is now 

worth around $440 million – just half of what it was before the onset of Libya’s civil 

war in 2011. Nonetheless, a signicant proportion of this trade passes through the 

Ras Jdir border post, much of it on the black market. Tunisian officials hope that the 

creation of a free trade and logistics zone in the town 

will disincentivise such illicit activity, formalise the 

economy and create 2,000 direct jobs. 

The new 150-hectare zone will include two main 

components. First, a 105-hectare logistics zone will 

facilitate export activity in the area by enabling 

storage, packaging and processing facilities. Second, a 

30-hectare commercial zone will include facilities for 

retailers exporting goods to Libya; and a separate public 

zone which officials hope will attract tourists for duty-free 

shopping. The popular tourist area of Djerbar is around 

90 kilometres away. And Zarzis, which hosts the Zarzis 

Park of Economic Activities as well as the Port of Zarzis, 

is 45 kilometres away. The new border zone could be a 

cheaper site for processing, packaging and other logistics 

activities compared with facilities around the port. 

Work on the first phase of the development began in 

March. Engineering firm Scet-Tunisia is managing the 

construction project. A new company will be formed to 

manage the zone, which is expected to be active by 2021. 

The government has committed around $10 million to 

invest in the necessary supporting infrastructure, such 

as connecting the area to water and electricity supply. 

According to estimates from a 2014 feasibility study, 

rents per square metre will range from $4.66 for open 

air yard concessions, to $6.99 for bonded warehouses 

and $40.60 for display shops (parcelled into 50m2 

concessions).

Tunisian Exports to Libya ($389 million, 2017)

Paper Goods
18%

Foodstuffs
25%

Other
24%

Machinery
8%

Chemical products
25%

Animal and Vegetable biproducts
14%

TUNISIA
ALGERIA

LIBYA

ITALY

MALTA

Mediterranean Sea

Sicily

Alger
Tunis

Sousse

Sfax

Gabés

Tripoli

Djerba

200 km

Ben Guardane
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Cost of doing business in Tunisia

Minimum monthly wage $101

Agricultural Minimum monthly wage $118

Water 

(consumption above 500m3)
$0.44 per m3

Electricity 

(uniform rate, exc. taxes)
$0.055

Rail (20-foot container,  

less than 12 tonnes, one direction,)
$0.23 per km

Road $0.025 per ton, per km

In an interview with Jeune Afrique, Mabrouk Korchid, former Minister of State 

Domains and Land Affairs, expressed his doubt about the project’s potential. “[All] of 

Libya is currently a free trade zone. It will be difficult for Ben Guerdane to be attractive 

until the situation in Libya is resolved.”

“ The new border 
zone could be 
a cheaper site 
for processing, 
packaging and 
other logistics 
activities 
compared with 
facilities around 
the port.

”
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Djibouti
Djibouti International Free Trade Zone 

The Djibouti International Free Trade Zone [DIFTZ] is one of the most high-profile 

investment projects under the Chinese Belt and Road Initiative [BRI]. The zone was 

officially opened in July 2018 after construction began in January of the preceding 

year. Once completed, the $3.5 billion zone, situated on the coast of the tiny north 

African country, is planned to cover 4,800 hectares, making it the largest free zone on 

the continent. 

Phase one of the 10-year project is a 240-hectrae zone (opened last year). The site, 

developed at a cost of $370 million, consists of three blocks – all located close to the 

port – which will focus on four separate business activities: logistics, commercial, 

manufacturing, and business support. There is also a hotel.

DIFTZ: Phase 1 development (240 hectares)

Logistics Zone
Transportation, bonded warehousing, logistics 
and distribution

Commercial Zone
Bulk bonded goods transactions, merchandise 
display, duty-free merchandise retail

Business Support Zone
Financial services, information services, 
hotel dormitories, office buildings, training, 
intermediary services

Manufacturing Zone
Packaging production, light processing of 
incoming materials, food processing, marine 
products, auto parts assembly

The significance of DIFTZ is the actual Port of Djibouti. In an interview with The 

Diplomat magazine, Basil Karatzas – maritime expert and CEO of New York shipping 

finance advisory Karatzas Marine Advisors & Co. – said that in commercial terms, the 

Port of Djibouti “cannot be any more strategically situated, along major trading routes 

to Europe, Africa, and Asia.” Around one third of global shipping traffic transits past 

the region, with the Suez Canal situated further north west.

Until February 2018, Dubai-based DP World was executing a 30-year concession 

to manage container facilities at the Port of Dubai (Doraleh Multipurpose Port and 

Doraleh Container Terminal). However, the government cancelled the contract 

and handed rights over to Chinese state enterprise China Merchant Port Holdings 

[CMPH], That company also owns a 30 percent stake in the new free zone, which DP 

DIFTZ Key Figures

• 2,400 hectares

•  $3.5 billion 
development

•  3700 MW power 
generation 

•  38,000 m3 daily 
water supply

•  Doraleh Multi-
Purpose Port
–  1,200 metres quay 

length
–  15.3 metres water 

depth
–   8.2 million tons 

annual capacity
–  32,000 m2 for dry 

bulk cargo
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World claimed it ought to have had the rights to develop. The government of Djibouti 

was ordered to pay $533 million in damages to DP World for breach of contract; 

separate litigation is on-going over free zone rights. 

These developments paint a picture of growing Chinese control in a physical and 

geostrategic asset which is central to its broader economic strategy: reliably moving 

natural resources out to China and sending goods the other way. In addition to the 

port, Chinese capital is financing the $4 billion, 750-kilometre railway line running 

from Addis Ababa to Djibouti City. (Djibouti handles 100 percent of Ethiopia’s 

maritime traffic) The line will include a stop next to the DIFTZ.  

However, it may not be all plain sailing for the Chinese. Western governments 

have repeatedly expressed their concern at Djibouti’s growing dependence on China. 

Perhaps reflecting that pressure, in April, the Djibouti Ports & Free Zones Authority 

announced that it had cancelled a contract awarded to China Civil Engineering 

Construction Corp to finance and build a new airport on the DIFTZ site. Instead, 

Bloomberg reports that a syndicate of European banks may step in to provide $420 

million worth of financing. Furthermore, one of the Chinese shareholders of Silkroad 

International Bank – a bank created in 2017 to help finance and provide financial 

services to local projects – was expelled for allegedly breaching anti-money laundering 

rules, according to Bloomberg. Djibouti’s Finance Minister Ilyas Dawaleh said that a 

re-evaluation of the bank’s strategy could delay some projects for at least a year.

“ …the Port of 
Djibouti ‘cannot 
be any more 
strategically 
situated, along 
major trading 
routes to Europe, 
Africa, and Asia’

”
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