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Central Asia
There are new free economic zones opening-up along the New Silk Road economic corridor. As 

transcontinental railway lines slice through the deserted steppes of Kyrgyzstan, Uzbekistan and 

Kazakhstan, these governments are keen to provide logistics and transshipment hubs along the 

way. The Khorgos Eastern Gates dry port is the standout example of this trend. However, the U.S.-

China trade war and slow European growth means that the flow of goods has been significantly 

less than anticipated. There is also stiff competition between Armenia and Azerbaijan to provide 

transshipment hubs for Iranian cargo moving into Europe and Russia. The development of new 

railway lines in this region will affect the attractiveness of maritime export routes.

INCENTIVES AND REQUIREMENTS

 ZONES CORPORATE TAX OTHER TAXES
CUSTOM 
DUTIES

IMPORTANT 
REQUIREMENTS

DOMESTICATION 
REQUIREMENTS

Armenia 4 0%
5-10% withholding tax 

on dividends
None None None

Georgia 5 0%
5% withholding tax on 

dividends
None None None

Kazakhstan 9 0% None None None
Quotas may 

apply on foreign 
labour

Kyrgyzstan 5 0%
Annual levy of 0.1-2% 

on revenue paid to 
zone administrator

None None None

Tajikstan 4 0%

Social security tax 
levied at 25% of 

payroll. Withholding 
tax of up to 12% on 

dividends

None None

Foreign staff can 
only be hired 

for specific high 
skilled/technical 

roles

Turkmenistan 8

100% exemption for 3 
years. 50% exemption 

for subsequent 3 
years. Followed by 30% 
exemption for 10 years 

thereafter

50% exemption on 
property taxes

None

Tax exemptions 
beyond 3 years 

depend on enterprise 
having at least 31% 

foreign shareholding

None

Uzbekistan 7

100% exemption for up to 
10 years, followed by 5 
years of 50% exemption 

(depending on capital 
investment)

None None

Minmum 25% 
exports by end of 
second year. 50% 

export requirement 
thereafter

None
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Kazakhstan 
Khorgos slow out the gates 

There are 11 special economic zones in Kazakhstan. 

Since the sector was launched in 2001, more than $2.5 

billion has been invested in 165 projects, generating 

13,000 jobs. The zones are dispersed throughout the 

provinces of the massive central Asian country.

China is helping to re-establish Kazakhstan  as a key 

node in the economic corridor between Asia and Europe 

on the New Silk Road. Khorgos Eastern Gates Special 

Economic Zone is the the centrepiece of this strategy. 

Khorgos Gateway is a dry port located on the China-

Kazakhstasn border – the “new Dubai” according to CEO 

Karl Gheysen. Indeed, the port is managed by Dubai-

based DP World. The region is served by an express 

highway which connects to Almaty, Kazakhstan’s largest 

city (350 klilometres away). From Almaty there is an 

8,500 kilometre highway  which runs through the heart 

of western Europe, to the northern coast of France.

However, Khorgos Gateway  is all about rail. Goods 

arriving from China can continue their onward journey 

to Europe using a route that is 20 hours faster than 

the existing one from Dostyk (a Kazakhstani town 

750 kilometres north east of Khorgos), according to 

Geographical. Khorgos Gateway boasts cutting-edge 

logistics technology which has reduced handling 

times by more than 50 percent. Cargo shipped from China can reach Europe within 15 days, according to Hicham 

Belmaachi, chief operating officer of Khorgos Eastern Gates, quoted in a recent report by Nikkei.

Initial forecasts estimated that some 500,000 TEU worth of goods would be passing through Khorgos Gateway 

by 2020. In 2018, however, total throughput was just 133,922 TEU. There are some external factors to blame for this 

slower-than-expected progress, not least the U.S.-China trade war. Attracting investment into the special economic 

zone is the priority, particularly in the logistics and warehousing sectors, in order to attract more traders. A new 

town, called Nurkent, has been built near the remote development. Free housing is offered to entice workers to the 

region. A New York Times report in January 2018 suggests that there are around 1,200 people living there, though it 

has the capacity to handle 100,000.  

Khorgos Special Economic Zone (Source: Nikkei Asian Review)

Sectoral Average Monthly Wages – Kazakhstan, Q1-2019 

Mining $1,055

Manufacturing $498

Agriculture $254

Construction $565

Transportation & storage $574

Information & Communication $665

Financial Services $850

Administrative & Support Services $544

Khorgos seen as key logisics hub for Beijing’s ‘Belt and Road’ 

routes

RUSSIA

CHINA

Almaty

To 
Western 
Europe

Moscow

Lianyungang

Shanghai

Existing Rail Route

KAZAKHSTAN

KHORGOS
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In August 2018, Kazakhstan also opened a new multimodal transport hub at Kuryk 

Port, on the shores of the Caspian Sea. Goods can be transferred between ferry, rail and 

road; the site also has a liquid cargo terminal, logistics centre and customs facilities 

which aim to process vehicles in under 45 minutes. The site has an advantageous 

location at the intersection of expanding economic corridors that stretch from east 

(China) to west (Europe), as well as north (Russia) to south (Iran) and is set to boost 

cargo traffic by one million tonnes in 2019.  The North-South corridor was bolstered 

in April 2019 by the addition of Uzbekistan to the China-Kazakhstan-Turkmenistan-

Iran railway corridor.

Kazakhstan Special Economic Zones Performance Data

Zone Size
Actual 

investment 
(until Dec-15)

Job Creation 
(until Dec-15)

Sectors

Astana–New City 7,600 ha $4,805,263,071 3,011

Non-metallic 
minerals, household 

electrics, machinery & 
equipment

Aktau Seaport 2,000 ha $144,736,840 955
Household electrics, 
leather, chemicals

Burabay 370 ha $37,707,894,058 2,155 Tourism, construction

Khorgos-East 
Gate

5,740 ha $73,684,209 117
Warehousing & 

transportation, food 
production, leather

National 
Industrial

3,475 ha $405,263,151 397
Chemicals, 

petrochemicals, 
construction

Petrochemical 
Park

535 ha $30,263,157 532
Metals, motor vehicles, 
computer electronics

Saryarka 505 ha $7,894,737 47
Chemicals, rubber & 
plastics, non-metallic 

minerals

Taraz Chemical 
Park

3,300 ha $112,105,261 904 Chemicals, construction

Pavlodar 163 ha $48,289,473 2387
Data centres, software, 

AI

Park of 
Innovative 

Technologies
200 ha $73,157,893 2,145

Textiles, knitwear, 
leather

“ Khorgos 
Gateway 
boasts cutting-
edge logistics 
technology 
which has 
reduced 
handling times 
by more than  
50 percent. 

”
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Armenia
Free zone sector takes shape

Two of Armenia’s four economic zones – Alliance FEZ 

and Meridian FEZ – are located in the capital, Yerevan, 

and were opened in 2014. Meghri FEZ, situated on the 

Iranian border, was opened in 2017, while a new, small 

hi-tech zone was approved in August 2018, to be located 

in Hrazdan, central Armenia. 

It is too early to judge the success of these zones. 

Figures from the Ministry of Economic Development 

and Investment suggest that some $180 million of 

investment has been promised, with the prospect 

of creating 600 jobs within five years (i.e. by 2019). 

However, more recent reporting suggests that, by 

April 2018, less than 100 jobs had been created by 17 

companies. Meridian FEZ specialises in jewellery, 

particularly diamond cutting and watchmaking. Armenia exports most (64 percent) 

of its jewellery to the UAE. At the same time, Alliance FEZ specialises in electronics, 

pharmaceuticals, and precision engineering. Armenia has large minerals and metals 

sectors, which can provide useful inputs for some of these activities.

FEZ Meridian FEZ Alliance

Size 3.8 ha 9.4 ha

Location Yerevan Yerevan 

Sectors
Electronics, precision 
engineering, pharmaceuticals, 
IT

Jewellery, diamond cutting, 
watchmaking 

Investment (as of Nov-2017) $7 million $4 million

Jobs (as of Nov-2017) 74 20

Annual rent per m2 Industrial: $120 (max)

Office: $180 (max) Up to $240 (max)

Nearest sea port 670 km 670 km

Nearest airport 12.5 km 12.5 km

AZERBAIJAN

AZERBAIJAN

GEORGIA

TURKEY

Noyemberyan

Yeraskh

Alaverdi

Vanadzor

Bavra

Gyumri

Hrazdan

Sevan

Gavar

Yerevan

Artashat

Ararat

Yeghegnadzor

Vardenis
Martuni

Sisian

Kajaran

Goris

Ashtarak

Echmiadzin

Dilizhan

Ijevan
Berd

Tashir
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“ Integrating 
Meghri into 
the North-
South Transport 
Corridor 
(stretching from 
Russia to the 
Persian Gulf) will 
be difficult and 
may limit the 
zone’s potential 
as a logistics and 
transhipment hub 
for Iranian cargo.

”

In December 2017, Meghri FEZ was opened in southern Armenia, on the border 

with Iran. Armenian authorities are hoping that the country’s preferential trade 

access to the European Union as well as its membership of the Eurasian Economic 

Union (alongside Russia) will entice Iranian traders hoping to access these markets. 

The border region itself is very porous; Armenian nationals can enter Iran visa-free. 

There is a 51,000-hectare free zone on the Iranian side of the border, in Aras, around 

120 kilometres from Meghri, which has ready infrastructure to support industrial, 

agriculture and tourist activities. 

While Armenia’s market access is an advantage, it is competing with the financial 

muscle of neighbouring Azerbaijan. As reporting by EurasiaNet details, officials in 

Baku have thwarted closer integration between Armenia and Iran in recent years, 

specifically in the form of a 305-kilometre rail line linking the two countries. Instead, 

in January 2018, Iran accepted a $500 million loan from Azerbaijan to build its section 

of a line linking Qazvin, Rasht and Astara, on the southern coast of Azerbaijan. 

Integrating Meghri into the North-South Transport Corridor (stretching from Russia 

to the Persian Gulf) will be difficult and may limit the zone’s potential as a logistics 

and transhipment hub for Iranian cargo.

Furthermore, implementation of the zone has been hampered by difficulties with 

land-acquisition. In late February 2019, Minister for Economic Development and 

Investment, Tigran Khachatryan, told Armenia outlet Aysor: “Currently the land fixed 

for the trade economic zone does not exceed 2 hectares. For the future it is expected 

to provide 10 and then 50 hectares for it”. When operational, the government hopes to 

attract up to $130 million from 70 businesses and create 1,500 new jobs.

Iran-Armenia trade reached a record high of $364 million in 2018 
– 73% is Iranian exports of natural gas, petrochemicals, iron and 

steel, tar, tiles and ceramics, fruit and nuts, and other goods.
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Uzbekistan
Policy shake-up for 2019 

There are currently 18 free economic zones across 11 regions in Uzbekistan. Investors 

have poured nearly $500 million into these zones – half of it from foreign sources – 

creating 4,600 jobs. However, the sector is in a state of flux as policy changes take 

place in response to discontent among licence holders.

In 2018, a government-commissioned survey found that just 28 percent (112 out 

of 402) of free economic zone licence holders had active operations. Respondents 

claimed that red tape, slow consideration of investment proposals and a lack of 

quality infrastructure were holding them back. These were serious concerns for 

policymakers who are hoping that these zones can help to boost Uzbekistan’s low level 

of industrialisation (nearly 20 percent of the economy is composed of agriculture). 

In response to these concerns, therefore, the government has authorised a number 

of policy changes which aim to speed-up approvals and remove bureaucratic 

interference, according to a briefing by law firm Dentons. 

Uzbekistan FEZ key policy changes for 2019

• Removing the requirement of mayoral approval on land decisions within FEZs

• A 30-day decision window on investment proposals

• Introducing a requirement for 25% exports by end of year-two and 50% thereafter

• Development of a FEZ-specific infrastructure investment strategy

Of course, Uzbekistan is a landlocked country therefore investing in regional 

transport networks is a top strategic priority. In April, it joined the China-Kazakhstan-

Turkmenistan-Iran railway corridor. This North-South transport corridor stretches 

for around 10,000 kilometres from China to Iran. The travel time is an estimated 14 

days – significantly less than sea freight (25-30 days), according to PortsEurope data. 

Uzbekistan exports $1.4 billion worth of goods to China and imports $2.7 billion. 

Improved rail connectivity will reduce the cost of transiting these goods. 

Uzbekistan is also supporting its neighbour Afghanistan to attract investors for a 

657-kilometre rail line that will run from Mazar-i-Sharif (in northern Afghanistan, 

near the Uzbek border) to Herat, in western Afghanistan, toward the Iranian border. 

Improving Iranian-Afghani rail connectivity could enable Uzbekistan to move its 
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goods through ports in the Gulf. The line is expected to cost $1.8 billion and Uzbekistan 

has committed $500 million. A railway from Herat to Khaf, in eastern Iran, is already 

under construction.

In May, South Korean automotive maker Hyundai announced that it would be 

manufacturing new electronic vehicles in Kokand FEC, in eastern Uzbekistan.  

The project will bring $300 million of investment, with the plant, expected to be 

operational by 2023, capable of producing 10,000 vehicles per year. In a separate deal, 

Uzbek officials announced that a new zone would be especially designated for Indian 

pharmaceuticals firms in the Andijon region, which is adjacent to Kokand. 

Zone in Focus: FEZ Angren  

Size 4,039 ha

Firms 53 

Actual investment $198 m

Electricity (per kWh) $0.025 

Water (per m3) $0.06

Gas (per m3) $0.12

Sectors Chemicals, food, leather, electronics

Nearest sea port 1,920 km

Nearest airport 100 km

Nearest rail station 1.5 km

“ Improving 
Iranian-Afghani 
rail connectivity 
could enable 
Uzbekistan to 
move its goods 
through ports in 
the Gulf.

”
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Tajikistan
Sughd Free Economic Zone  

Sughd Free Economic Zone [Sughd FEZ] is one of four 

zones in Tajikistan. The zone opened in 2010 and has 

attracted 24 tenants who have invested $7.5 million, 

$2 million of which came in 2018. Firms in the zone 

generate output worth nearly $50 million and have 

created 519 jobs (half of the jobs created in Tajiki zones). 

Most tenants are in the manufacturing sector. Two 

major projects were launched in 2018, including 

Turkish firm Archa-Mebel, which invested $1 million 

in a new furniture manufacturing facility. And Ariana 

Metal Plast, which invested $1.5 million to manufacture 

children’s cars, wheelchairs, bicycles, walkers and other 

household goods for domestic markets as well as export 

to Kazakhstan, Kyrgyzstan, Russia and Afghanistan.

Sughd FEZ Profile

Opened 2010

Size 320 ha

Investment $7.5 million

Jobs 519

Annual rent
Free land: $1 per m2
Negotiable rates on pre-built buildings (110 ha available)

Electrical supply Potential capacity up to 60MW (two substations on site)

Priority activities
Manufacturing: textiles, fabrics, furniture, machinery 
assembly, non-metallic pipes, glass, gypsum goods and more

Facilities
Business support and innovation centre
Logistics centre

Nearest airport International Airport Khujand: 22.5 km

Nearest rail station Khujand and Spitman: < 20 km

Average monthly wages Construction, Transport, Warehousing: $240

TAJIKISTAN

KYRGYZSTAN

Free Economic  
Zone – SUGHD

Fergana Osh

Andijan
Jalal Abad

Dushanbe

Tashkent
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Sughd FEZ is located in the city of Khujand (one of the largest in Tajikistan) in the 

north-western province of Sughd, close to the borders of Uzbekistan and Kyrgyzstan. 

The zone’s proximity to these international borders is an attractive feature for investors, 

especially as there is a surrounding network of infrastructure geared toward export.

By road, there is a highway linking Dushanbe (in western Tajikistan) with Khujand 

and Chanak, on the Uzbek-Tajiki border. The road, upgraded in 2006 by China Road 

and Bridge Corporation, is one of the main arteries of the national network and 

runs nearby the zone. However, landslides and heavy snowfall during the winter 

can lead to sections of the road being closed. Tolling and maintenance are managed 

by Innovative Roads Solutions Company.  There is also a major road which links 

Khujand with Panjakent, near the Samarkand region of Uzbekistan (one of its most 

economically significant). 

There is a railway station less than 20 kilometres from the zone. Sughd is one of 

the main entry points of Tajiki imports of wheat, fuel and other bulk goods from 

Kazakhstan and Russia therefore there are well-established customs procedures to 

handle international cargo. There is a framework agreement in place for a transnational 

rail line linking Tajikistan, Turkmenistan and Afghanistan. Agreeing a route between 

the three countries has taken six years, however, therefore financing and construction 

could take significant time.  Finally, there is an international airport located less than 25 

kilometres from the free zone, with regular flights to Russia, China, India and the UAE.

The near-term forecast for the wider Tajikistan economy is challenging. Funding 

large infrastructure projects has put pressure on public funds which could lead to 

spending cuts elsewhere. Liquidity in the financial sector is also weak, caused by a 

50 percent contraction in remittances from Tajiki workers in Russia.However, the 

government took a major step toward improving power generation with the 3,600-

MW Rogun dam project. One of the six turbines was activated in November 2018. The 

extra supply will help to end power shortages in the harsh winters.

“ There is a 
framework 
agreement 
in place for a 
transnational 
rail line linking 
Tajikistan, 
Turkmenistan 
and Afghanistan. 
Agreeing a route 
between the 
three countries 
has taken  
six years…

”
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East Asia
Asia’s richest economies are concentrated in the far east. Investors use free zones in this region as 

a gateway to domestic markets as much as a base for regional export. This is particularly true of 

South Korea and China, where the government has been feeling the pressure to open the domestic 

market to foreign investors in its 12 free trade zones.  The emergence of ecommerce zones across 

the country is a noteworthy trend. A new Japanese free trade agreement with the EU could be a 

significant advantage for foreign investors in that country, especially if raw materials are sourced 

locally. Taiwan is pursuing a similar agreement but could face interference from Beijing. 

INCENTIVES AND REQUIREMENTS

 ZONES CORPORATE TAX OTHER TAXES
CUSTOM 
DUTIES

IMPORTANT 
REQUIREMENTS

DOMESTICATION 
REQUIREMENTS

China 12
Standard 25% rate 
- incentives apply 
in some sectors

10% withholding rate 
on dividends. 16% 

VAT applied on sales/
imports of goods

None
Minimum capital 

requirements may apply 
in some sectors

Limits on foreign 
ownership and 

employees apply 
in various sectors

Japan 2

Exemption of up 
to 40% for up to 
10 years (zone 

dependent)

Withholding tax on 
dividends (up to 

20%). Local taxes 
may also apply

None
$50,000 minimum capital 

requirement
None

South Korea 
(Free Trade 

Zones)
13

100% exemption 
for 5 years, 50% 

exemption for 
subsequent 2 years

Up to 100% 
reduction on local 
taxes for 15 years

None

Priority consideration 
given to exporting firms 

(50%) and foreign 
invesment of at least 

$85,000

None

South 
Korea (Free 

Economic 
Zones)

8
100% exemption 

for 5 years
VAT at 10% 

100% 
exemption for 5 

years

Minimum investment 
between $1 - $10 million 

(dependent on sector)
None

Taiwan 7

100% Exempt, 
though domestic 
sales above 10%  
of revenue taxed  

at 17% 

None None
Limitations on permitted 

activities
Maximum 40% 

foreign workforce
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South Korea 
Ready for Export

South Korea has two types of special economic zones: free trade zones and free 

economic zones. There are eight free economic zones across the country. These are 

large areas, prioritised for economic development where investors must commit a 

minimum of $1 - $10 million (depending on activity) to set up operations. Free trade 

zones are located on South Korea’s coasts. These are smaller industrial hubs more 

ideally suited for import and export operations; there are 13 in total.

With a population of over 50 million people and GDP per capita on par with 

the European Union, South Korea is an attractive international market for many 

businesses. A 2015 survey by Invest Korea found that 45 percent of foreign investors 

cited ‘entry into Korean market’ as their top reason for putting their money into the 

country. Since 2003, free economic zones have attracted $16 billion worth of foreign 

investment from nearly 4,700 firms, including major multinationals such as BMW 

and General Electric. Free economic zones are suitable for firms which need a lot of 

space, dedicated infrastructure to support operations and access to regional markets 

to export goods. For example, in Pyeongtaek district, Yellow Sea FEZ, Samsung has 

the world’s largest semiconductor plant. 

For businesses operating on a smaller scale, South Korea’s network of free 

trade zones provides an attractive proposition of sites strategically located close to 

multimodal transport networks, including road, rail, sea and air. All of the zones are 

located within one hour of either a port or airport. The total available space within these 

zones is limited; around 575 hectares nationally, 83 percent of which is occupied. Newer 

zones established since 2005, namely Yulchon, Ulsan and Gimje, have an average 

occupancy rate of 56 percent. These are concentrated in the south of the country.

For businesses exporting goods throughout northeast Asia, there are free trade 

zones within five ports and one airport. Firms can import goods and quickly process, 

package and re-export them on-site. These sites are located in: Busan, Gwangyang, 

Pohang, Pyeongtaek-Dangjin, Incheon (and Incheon Airport),

Need to know

The minimum wage 
has risen by nearly 30 
percent in two years. 
In January it increased 
by 10.9 percent to $7.46 
per hour.

“ All of the zones 
are located 
within one hour 
of either a port 
or airport. The 
total available 
space within 
these zones is 
limited; around 
575 hectares 
nationally, 83 
percent of which 
is occupied. 

”
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As well as a high potential domestic market, South Korea benefits from free trade 

agreements with the United States, ASEAN, Australia, China, India and the European 

Union, providing excellent market access. 

South Korea Industrial Free Trade Zones

Zone Size 
Occupany 

(March 
2018)

Sectors Firms
Annual 

Rent per 
m2 (land)

Annual 
Rent 

per m2 
(factory)

Electricity 

Water 
demand 
charge 

(per m3)

Sea Port Airport

Masan 
FTZ

95.7 ha 98,1%

Machinery, 
automobile 

parts, 
electricals

113 $4.20
$7.08 - 
$19.44

$4.72 - $8.34 
(per kW) + 

$0.050 - $0.17 
usage charge

$0.34 per 
ton

Adjacent 35 km

Gusan 
FTZ

125 ha 89,9%
 Chemical, 
machinery, 
electricals

28 $1.09
$4.08 - 
$5.10

$5.64 - $7.80 
(per kW) + 

$0.046 - $0.17 
usage charge

$0.88 Adjacent 16 km

Daebul 
FTZ

115 ha 96,5%
Shipbuilding, 
machinery, 
electricals

34 $0.74 $6.76

$6.14 - $8.34 
(per kW) + 

$0.047 - $0.17 
usage charge

$0.75 - 
$1.32

Adjacent 30 km

Donghae 
FTZ

24.8 ha 58,7%
Non-metals, 
machinery, 
electricals

17 $0.57
$2.40 - 
$4.08

$5.92 - $5.87 
(per kW) + 

$0.051 - $0.097 
usage charge

$0.45 per Adjacent Adjacent

Yulchon 
FTZ

34 ha 62,7%
Chemicals, 
machinery, 

metals 
14 $0.88

$5.96 - 
$7.60

$5.64 - $8.34 
(per kW) + 

$0.046 - $0.017 
usage charge

$0.39 per Adjacent Adjacent

Ulsan 
FTZ

81.9 ha 96,2%

Machinery, 
metals, 

electricals, 
transportation 

equipment

35 $1.85
$4.69 - 
$7.24

$6.35 (per kW) 
+ $0.093 usage 

charge

$37.40 
per gauge 

75mm
Adjacent < 1hour

Gimje 
FTZ

99.1 ha 46,3%

“Special 
equipment 

vehicles, carbon 
materials, 
machine 

manufacturing”

25 $0.61
$4.51 - 
$5.42

$4.72 - $7.00 
(per kW) + 

$0.052 - $0.17 
usage charge

$0.91 < 1 hour 35 km
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China
FTZ sector expands

Liberalisation gains pace 

Free trade zones provide a relatively open, business-

friendly vehicle for foreign direct investment into China. 

There are 12 zones in total. Shanghai FTZ is the oldest of 

these; it was established in 2012 and has since attracted 

28,000 enterprises generating $174 billion in annual 

trade. In Chongqing FTZ, nearly 13,000 enterprises set-up 

operations in 2018 alone, investing $19 billion in capital.   

The Chinese State Council – which directs policy 

in this area – likes to go at its own pace when it comes 

to opening markets. In 2018, however, feeling the 

pressure of worsening trade relations with the U.S. 

and frustration from investors, it made big strides. A 

53-point policy document published in November 2018 

set out a range of specific business activities where 

it would be removing (temporarily, in some cases) 

onerous compliance standards.

Some of the key changes include relaxing restrictions 

on foreign employees in construction and engineering 

design enterprises; allowing qualified individuals to 

invest in overseas financial securities; and reducing red 

tape for auto-imports. Arguably, the most significant 

indicator of market openness is the size of the so-

called “negative list” – Chinese sectors in which foreign 

investment is severely restricted. In 2013, there were 

190 prohibitions on free trade zone activity, which went 

down to 122 in 2015 and 95 in 2017.

Hainan Island challenges Hong Kong

China is also expanding the free zone sector. In April 

2018, the State Council designated the entire island of 

Hainan, in the South China Sea, as a free trade zone, with 

2018 Pilot Free Trade Zone “Negative List”: key 
changes

•  Energy: Prohibitions removed on FTZ enterprises 
involved in the exploration and mining of oil and 
natural gas; as well as processing of nuclear fuel 

•  Agriculture: Foreign entities can now own up to 
66% of enterprises involved in seed selection and 
production for new varieties of wheat and corn

•  Telecoms: Increased maximum foreign stake in 
some telecommunications firms from 49 to 50 %, 
across all free trade zones

Hainan Island – ports and Harbours

Hanoi

Hai Phong

Oinzhou

Zhanijang

Vinh

Hue

Da Nang

Paracel Islands

South China Sea

anh Héa

Chongzuo Hong Kong

HAINAN
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the long-term ambition of making it a free port. At 3.5 million hectares it dwarfs all of the 

other zones and is more than 30 times the size of Hong Kong, which Chinese authorities 

hope Hainan can one day rival. 

Hainan FTZ provides easy access to surrounding ASEAN countries, including Vietnam, 

the Philippines, Indonesia, Brunei and Malaysia at a time when China is deepening trade 

ties in the region.  There are two major ports: Haikou in the north and Sanya in the south. 

And two harbours on the west coast (Dongfang and Yangpu). The island also has a $4.2 

billion, 308-kilometre high speed rail network which circles the island.

Priority sectors for the zone include modern services, such as: telecommunications 

(FTZ restrictions were eased in 2018), finance, and medical services. Foreign enterprises in 

Hainan FTZ will be able to maintain a single bank account for domestic and international 

transactions, an advantage currently unique to the island. As a future free port, Hainan 

will be a more liberal operating environment than the zones on mainland China. 

Hi tech industries, such as electric vehicle manufacturing, are also a priority, as is 

agriculture, due to the tropical climate. Tourism is already a significant sector; nearly 70 

million Chinese visit the island every year.

However, businesses moving to Hainan may find a lack of skilled labour to support 

advanced manufacturing or modern services. There are six higher education institutions 

on the island; Hainan University is the largest of these but it is not rated among the 

country’s top institutions. Furthermore, the standard of public services is less developed 

than on the mainland, which could make it harder for businesses to operate efficiently. 

Local officials have vowed to provide a single window administrative system to facilitate 

international trade and business registration within three days.

Growth of E-commerce zones

In recent years, the State Council has designated a growing number of “cross-border 

e-commerce pilot zones”. These zones are essentially bonded warehouses where 

businesses can store imported goods in a special customs-supervised area until they 

are ready for delivery to consumers. There are now 35 such zones spread across Chinese 

cities, including Beijing, Nanjing and Wuhan.  

These zones enable traders to use more sophisticated supply management methods, 

bulk buy goods and reduce logistics costs. The Chinese e-commerce market has massive 

potential. There are currently 770 million internet users in China – currently less than 

half the population – with 80 percent e-commerce user penetration projected by 2022.  

Hainan FTZ has attracted 50 cross-border e-commerce companies to an integrated 

free trade zone area in Haikou (the provincial capital and port city). Local officials 

want to attract more. Reflecting the island’s special trade status, the annual duty-free 

allowance for residents and tourists was increased from $2,301 per person to $4,315 in 

late 2018. Chinese e-commerce giant Vipshop is building a 7-hectare logistics centre in 

Haikou to service e-commerce activity throughout the South China Sea region. 

“ As a future free 
port, Hainan 
will be a more 
liberal operating 
environment 
than the zones on 
mainland China.

”

Annual duty-free 
allowance for residents 
and tourists increased 
to $4,315 from $2,301 in 
Hainan province 



20 | GLOBAL FREE ZONE REPORT 2019 | EAST ASIA

Taiwan
Domestic market opens to free zone companies

There are seven free trade zones in Taiwan: six of them are located adjacent to seaports 

and one is next to an airport. These zones enable traders to export goods efficiently to 

key markets in east Asia, including China and Japan. In 2018, the total value of goods 

traded from the zones was $24 billion, a 10 percent increase on 2017.

In March, Taiwanese authorities ratified a significant policy change for the free 

trade zone sector. In order to comply with European Union guidance on harmful tax 

practices, Taiwan expanded the range of activities which free zone enterprises can 

undertake and also opened-up access to the domestic market for these businesses. 

However, there is some ambiguity in the new legislation as to what exactly constitutes 

the so-called ‘preparatory and auxiliary’ activities businesses can undertake. Investors 

will have to seek clarification from authorities. Investors should also note that it can 

take up to one year to gain approval for operations in one of the zones. 

Port of Suao Free Trade Zone

Size 57.5 ha

Available space 7 ha

Rental cost (per m2) $50 - $150 per annum

Electricity $0.10 - $0.20 per kWh

Water $0.40 per m3

Average monthly wages
Industrial: $1,000 
Service: $1,500

Key sectors Electric cars

Investment (2018) $8.25 million

Exports

2014: $148,000 
2015: $216,000 
2016: $153,000 
2017: $0 
2018: $17,000

Nearest airport 117 km

Approval process 365 days
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“ Investors should…
note that it can 
take up to one 
year to gain 
approval for 
operations in one 
of the zones.

”

Taiwan Free Trade Zone Policy Changes for 2019

Issue Old regime New regime

Eligibility for tax benefits
•  Only foreign enterprises (and 

their local branches)
•  Domestic firms are also 

eligible

Permissible activities
•  Processing activities only 

(relabelling, repackaging, 
testing, cutting etc.)

•  Preparatory and auxiliary 
activities related to the 
purchase, import, storage, 
or delivery of goods 
within the FTZ

Access to domestic market

•  Corporate tax exemption only 
applied to income from sales 
outside of Taiwanese territory

•  Maximum 10% domestic sale 
limit

•  All income is exempt from 
taxation

•  No limit on sales into the 
domestic market

Source: EY 2019

Despite the negative impact of these changes on tax revenue and increased 

competition for domestic firms, Taiwanese officials implemented the changes as part 

of a broader strategic effort to secure a trade agreement with the EU. Bilateral trade is 

worth more than $50 billion each year, including key industrial supplies, such as semi-

finished products, machinery and equipment. The notion of a bilateral agreement 

has been floated since 2016 and has buy-in on both sides; it would simplify trade in 

goods and services (particularly financial services). However, the negotiation process 

is sensitive due to Beijing’s “One China” policy (which the EU observes).  The ongoing 

U.S.-China trade war has been very damaging for Taiwan, thereby heightening the 

strategic importance of an agreement with the EU.
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Japan
Okinawa Special Free Trade Zone 

Okinawa Special Free Trade Zone [Okinawa SFTZ] 

is located on the east coast of the Okinawa Islands, 

adjacent to the Nakagusuku Port. Okinawa SFTZ is one 

of a few special economic areas in Japan, all of which 

are located on the island.

Firms established in the zone have excellent access 

to the mainland of China and Japan, South Korea and 

ASEAN countries to the south. There is an arterial road 

which links the east and west coasts of the island in 

under 60 minutes’ drive, enabling goods to move from 

the SFTZ to Naha Airport, which connects to major cities, 

such as Tokyo, Seoul, Hong Kong, Taipei and Manila 

in under 2.5 hours. The Okinawa International Aerial 

Logistics Hub is a 24-hour trading hub located at the 

airport. It provides customs clearance and safekeeping 

of goods; air assets include eight Boeing 767-300 cargo 

planes (max loading capacity of 50 tonnes). In March 

2020, Naha Airport – already the fourth largest in Japan 

– will expand with the completion of two new runways. 

Okinawa Island itself – home to 1.4 million people – 

has the youngest population in Japan. There are multiple 

technical education institutions, including the Okinawa 

Institute of Science and Technology, which produce 

an educated local work force and create opportunities 

for knowledge transfer in hi-tech industries, such as 

aircraft engineering and electronics. With respect to re-

locating foreign staff, the island is more affordable than 

many other major Japanese cities and is a low risk area 

for earthquakes. 

Tourism is an important sector for the island: more 

than 8 million tourists visit each year, including 2 million 

foreigners. Businesses can leverage the SFTZ’s coastal 

location for the import and distribution of key supplies 

Doing Business in Okinawa SFTZ

Size 390 ha

Available space 37.4 ha

Land sale price $247.70 per m2

Electricity $0.116 per kWh

Average monthly wages
University graduate: $1,593
School leaver (18): $1,280

Registration procedure 105-135 days

Investment

2015: $9.1 million
2016:: $4.3 m
2017: $42 m
2018: $5.6m

Nearest Port 0 km

Nearest Airport 27 km

OKINAWA

Nakagusku Port

Nago

Okinawa

Urasoe

Naha

Itoman
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“ …exporters will 
have to carry 
out sufficient 
processing or 
value-addition 
activities on 
goods in order 
for them to 
qualify for tariff 
free access 
to European 
markets.

”

for this sector throughout the island. Other key sectors include: civil engineering and 

construction, agriculture, and wholesale retail.

Free Zone Regime & Incentives

Corporate tax
Exemption on 30% of income for up to 10 
years

Tariffs 100% exemption 

Consumption taxes 100% exemption

Capital
$50,000 minimum capital requirement
Tax deductions of 15% of machinery and 
equipment and 6% of building costs

Subsidies Program for Obtaining Invested 
Fixed Assets (JETRO)

Up to 10% of expenses on land, buildings and 
labour (up to 400,000 Yen per person) up to 
the value of 1 billion Yen (provided enterprise 
employs 20+ people and acquires at least 
5,000m2 of land)

Subsidiaries Program for Supporting 
Industrial Cluster for International Logistics 

Bases (JETRO)

JETRO can provide capital support of up to 
100 million Yen (~$1 million) for investment 
projects in the logistics sector 

Source: Japan External Trade Organisation 

There are special incentives available for manufacturers setting up in the zone – 

especially those which utilise advanced technologies. Investors can receive up to 

10 percent in subsidies on set-up costs, such as constructing plants or hiring new 

employees, up to a total of $9 million. 

In February, the EU-Japan Partnership Agreement came into force. The deal 

removes tariffs on all but a few agricultural products and industrial products, while 

also opening-up the service sector and procurement. The agreement includes 

specific provisions on goods origination which mean that exporters will have to carry 

out sufficient processing or value-addition activities on goods in order for them to 

qualify for tariff free access to European markets. This will have implications for firms 

established in a Japanese zone importing goods from a foreign country. 

Kajaran
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South Asia
Many of South Asia’s economies share similar profiles: large populations concentrated in a few urban 

areas dominated by low-value economic activity, particularly in the textiles and outsourcing sectors. 

Policy makers in the region are re-focusing their efforts on developing Special Economic Zones. Some 

strategies are more robust than others. Chinese capital is essential for the long-term infrastructure 

development of the region, particularly in Nepal and Pakistan.

INCENTIVES AND REQUIREMENTS

 ZONES CORPORATE TAX OTHER TAXES
CUSTOM 
DUTIES

IMPORTANT 
REQUIREMENTS

DOMESTICATION 
REQUIREMENTS

Bangladesh 88
100% exemption for 10 

years
0% 0% None None

India 213
100% exemption first 

5 years, 50% for 5 next 
years

20% Minimum 
Alternative Tax; 15% 

Dividend Distribution 
Tax

0% None None

Nepal 14
100% exemption first 5 
years, 50% 5 next years

0% 0%
Export 75% of 

production

Authorisation 
required 

for foreign 
employees. (High-

skilled only)

Pakistan 4
1%                             

(Presumptive tax on FOB 
value of export)

0.5%                                    
(EPZA service charge 

on FOB value of 
exports)

0%
Export 80% of 

production
None

KEY INFRASTRUCTURE PROJECTS IN THE REGION

 WHERE WHAT IMPACT

India
39 ongoing port upgrade projects 
valued at $3 billion 

Container traffic volume at India’s ports has doubled in a decade. 
Upgrading ageing assets and increasing capacity is essential to 
support growth on the sub-continent and trade with east Asia

Bangladesh
220km Dhaka-Chittagong express 
highway, costing $2.5bn

60 percent of Bangladesh’s commercial traffic transits through a single 
four-lane highway. The express highway will increase capacity, reduce 
costs and save time. Land acquisition issues are holding the project up.

Nepal $100m Kathmandu-Kolkata corridor

The World Bank’s programme is upgrading sections of highway and 
increasing the efficiency customs procedures. Project will conclude in 
Dec-2019 has already reduced transit times and logistics costs between 
Nepal and India – a critical lifeline for the SEZ sector.
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India
Sunset and sunrise in India’s SEZ sector 

Despite revived growth in recent years, India’s SEZ sector is in a period of flux with major 

reforms coming down the pipeline. 

From April to September 2018, exports from SEZs increased by 25 percent year-on-year 

to $47 billion. However, manufactured goods make-up a small proportion of that total – 

just 15 percent in FY 2016-17. The majority of activity in India’s SEZ sector is concentrated 

in low-value added services, such as outsourced call centres. More than 50 percent of 

India’s 213 SEZs are concentrated in the IT and ITES sectors. The government’s flagship 

‘Make in India’ policy wants to see 100 million jobs and 25 percent of GDP generated in 

the manufacturing sector by 2022.  

In March 2018, the United States (later joined by Canada and the EU) complained to the 

World Trade Organisation that India’s SEZ policy provides unfair subsidies to exporters. 

The dispute is not expected to be resolved before July 2019 but India’s policymakers have 

used this as an important opportunity to review and reform wider SEZ policy.

In November 2018, a government-commissioned review comprising SEZ 

stakeholders issued a report with the following key recommendations.

•  Renaming “Special Economic Zones” as “Employment & Economic Enclaves” (3Es) and 
dividing them into Manufacturing 3Es and Service 3Es

•  Removing export-based incentives. Focusing instead on job creation and investment

•  Extending existing fiscal benefits for service zones and reducing overall tax burden

• Extending 30-year lease holdings for manufacturing tenants

•  Central government to establish five large manufacturing zones. Supported by high 
quality infrastructure, closer to ports

This suite of recommendations could help to transform India’s SEZ sector for 

the long-term – making it more competitive, strategically aligned and logistically 

effective. There is an urgent need to reduce the tax burden. The 20 percent Minimum 

Alternative Tax [MAT] and 15 percent Dividend Distribution Tax [DDT] have driven 

a number of companies to the Philippines, which has the largest Business Process 

Outsourcing sector in the world. In December 2018, government officials described 

the proposals as “very constructive,” according to the Business Standard  but a 

timeline for implementation was not offered. With the uncertainty of the May 2019 

general election only just past, and the WTO dispute not due until July 2019, a major 

policy announcement in this area is unlikely to come soon.

In the short-term, investors interested in India’s SEZs will need to move quickly. 

The income tax holiday benefits are currently set to expire on March 31st 2020. New 

entrants should wait until an extension of the policy is confirmed by the government 

– or, instead, only acquire unit leases in SEZ developments which are close or very 

close to completion.  

“ …The 20 percent 
Minimum 
Alternative Tax 
and 15 percent 
Dividend 
Distribution Tax 
have driven 
a number of 
companies to the 
Philippines…

”

213 Active zones 

11 State SEZs

7 Central 
Government SEZs

$83 billion – SEZ 
exports in FY 

2017-18
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Nepal
Teething problems  

Nepal has faced a long and difficult road to establishing its first special economic 

zone. Bhairahawa SEZ is located in the Rupandehi district, around 280 kilometres 

from the capital but just 28 kilometres from India. 

Between 10 and 20 firms have received their certificate to operate within the 

37-hectare zone. It is not clear how many firms have active operations. Bhairahawa 

has been plagued by patchy electrical supply. Local news reports from December 

2018 suggested that firms were relying on generator power.  Earlier in the year, there 

were disputes between the zone administrator and Nepal Electrical Authority over 

who was responsible for establishing a 15km transmission line from the zone to the 

nearby electrical substation. Investors will likely seek assurances on the timeline for 

this work to be completed. 

Separate concerns have also been raised about the government’s adherence 

to the existing fiscal regime. Shakti Minerals was the first investor in Bhairahawa, 

committing nearly $6 million to set up a processing plant. However, its application 

for a rebate on import customs and VAT was held up by the finance ministry due to 

an apparent legislative error which did not include these benefits in the Financial Act 

2018, according to reporting from My Republica and The Himalayan Times.

Given these challenges, the Nepalese authorities have reduced rents in the zone, 

with rebates available for the first three years; and reduced the minimum export 

requirement from 75 percent of output to 60 percent. The zone’s proximity to India 

with a surrounding road network are fundamentally attractive factors. Nepal plans 

to establish 14 zones across the country over the long-term. The experience in 

Bhairahawa will be informative. 

Bhairahawa SEZ

 • 37 hectares

•  Rent - $3.45 per m2 
annually

•  Minimum investment 
$285,000 

•  280km from 
Kathmandu

•  28km from Indian 
border

•  Kolkata Port – 900km 

Rental rebates worth 
38% on average over 
first 3 years

60% minimum export 
requirement

50% income tax 
exemption with 60% of 
domestic inputs

“ …the Nepalese authorities have reduced rents in the zone, 
with rebates available for the first three years. 

”
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Pakistan
Eastern promise for Pakistan  

A new network of special economic zones is emerging in Pakistan, underpinned by 

Chinese investment. Traditional export processing zones have disappointed and it’s 

hoped that these zones can spur the country’s growth, advanced industrialisation 

and boost exports.

Pakistan currently has eight export processing zones spread across the country, 

administered by the Export Processing Zone Authority [EPZA].  The zones were 

established in the 1980s but have failed to substantially transform the country’s 

industrial sector. Exports only accounted for 9 percent of GDP in 2018 – Bangladesh 

and India achieved 17 and 19 percent respectively.  The activity in these zones has 

focused on low value manufacturing, such as textiles and consumer goods. 

Karachi EPZ is the largest (123 hectares) and most established of the eight zones, 

with more than 250 tenants, 30,000 employees and annual exports above $400 million.  

Phase II of the zone’s development is operational, with Phase III underway. EPZA is 

looking to attract firms in hi-tech industry, precision engineering and IT. The new 

site offers fibreoptic connectivity, a dedicated grid station (avoiding load shedding) 

and access to the surrounding road network via three new fly-overs. Karachi EPZ is 

situated less than 20 kilometres away from both Jinnah International Airport and Port 

Qassim, which has 9 specialised terminals, including two container terminals with 

capacity of over 14 million tonnes per annum. 

China is investing heavily in Pakistan as part of its Belt and Road Initiative [BRI] 

and special economic zones are set to play an important role. The China-Pakistan 

Economic Corridor [CPEC] is a long-term bilateral infrastructure development 

programme with over $40 billion in planned investment. It will enhance the industrial 

capacity and logistical connectivity of the entire region. As part of the development, 

there are plans to establish at least four special economic zones and five further 

various zone types, including industrial cities and industrial zones. 

Karachi Export 
Processing Zone

• 123 hectares

•  Sectors: Hi-tech, IT, 
jewellery 

•   Annual rent: $2.50 - 
$3.50 per m2

•   20kms to airport and 
seaport

•   Monthly labour costs: 

- ~$90 (unskilled) 

- ~$150 (skilled)

-  From $500 
(managerial)

• 30,000 jobs created

•  $400 million annual 
exports

•  Phase III (80 hectares) 
under development 
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CPEC Special Economic Zones

Zone Specs Progress

Rashakai SEZ 

Size: 400 hectares

Industry: Food packaging and 

textiles

Opening 2019

China SEZ Dhabeji
Size:  400 hectares

Industry: TBC
Feasibility Study

Moqpondass SEZ Gilgit-

Baltistan

Size:  101 hectares

Industry: Steel, minerals
Feasibility  Study

Mirpur SEZ
Size:  436 hectares

Industry: Mixed
Under construction

Hattar SEZ
Size:  171 hectares

Industry: 
Advanced construction

Rashakai and Hattar SEZs will be the first zones to become active. As of late May 

2019, the zone is not yet operational. China Road Bridge and Corporation [CRBC] is 

managing the local and international marketing of Rashakai plots. It’s also building 

225MW power plants on both sites, to ensure cheap and reliable electricity. The 

Pakistani incentives regime for special economic zones promises a 10-year holiday on 

income taxes. Unlike export processing zones, these new zones will be administered 

by regional authorities. The regional government of Khyber Pakhtunkhwa is offering 

time-limited incentives to potential investors in Rashakai and Hattar SEZs. These 

include bearing 25 percent of the cost of new plots for industrial units and 5 percent 

on financing costs for new plant and machinery for up to five years. Both incentives 

expire in December 2019.

“ The regional 
government 
of Khyber 
Pakhtunkhwa is 
offering time-
limited incentives 
to potential 
investors in 
Rashakai and 
Hattar SEZs… 
[some of which] 
expire in 
December 2019.

”
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Bangladesh
BSMSN  

The Bangladesh Economic Zones Authority [BEZA] was established in 2010 with 

the aim of creating 100 economic zones within fifteen years. So far, it has received 

approval for 88 zones, most still in the feasibility stage. However, Bangabandhu Sheik 

Mujib Shilpa Nagar – better known as BSMSN – is the crown jewel. An ambitious 

12,000-hectare zone and city projected to generate 1.5 million jobs and $15 billion in 

exports. It opens in 2019 and investors are taking interest.

South Asia’s largest zone?

According to the master plan, BSMSN will become the largest contiguous zone in Asia. 

At 12,000 hectares it will span three administrative districts (Mirsharai, Sitakundu 

and Sonagazi), with 25 kilometres of coastline along the Bay of Bengal – situated just 

70-kilometres from the Port of Chittagong.

This flagship development is part of the government’s long-term economic 

development strategy to expand the manufacturing sector; diversify and increase 

exports; and catalyse urbanisation around industrial clusters. A rapid expansion 

in the number of special economic zones does not, however, necessarily equate to 

achieving those objectives. The government has demonstrated strategic acuity by 

focusing on major developments (like BSMSN) and partnering with international 

developers from India, China, Saudi Arabia and Japan to exclusively manage certain 

zones and attract investment from those countries.  

An attractive proposition

BSMSN’s fundamental proposition is its situation on the Bay of Bengal with excellent 

access via land and sea to fast growing consumer markets in Asia. 

The earmarked development site lies on largely uninhabited costal land which can 

be developed with minimal delay. Chittagong city is the nearest major urban area, 

with a population of over 2.5 million and a booming commercial sector. There are 

plans to construct a 220-kilometre Dhaka-Chittagong express highway – costing $2.5 

billion – which will improve BSMSN’s connectivity to the north of Bangladesh as well 

as reduce cargo costs and time. The existing four-lane highway carries 60 percent 

of national commercial traffic and cannot facilitate long-term growth. Sinohydro 

Corporation is building a 163MW power plant on-site, expected to be completed by 

2021. It will supply the zone for now, however Bangladesh Rural Power Company 
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is developing plans for an 1800MW power plant to meet long-term demand. There 

are hopes that 2020 will see the signing of a long-anticipated free trade agreement 

between the seven countries which encircle the Bay of Bengal (Bangladesh, Bhutan, 

India, Nepal, Sri Lanka, Myanmar and Thailand). It’s estimated that an agreement 

could boost intra-regional trade by $200 billion. 

Major BSMSN Infrastructure Projects

163MV Power Plant
Sinohydro developing $105m power plant dedicated for MEZ. Ready by 
2021.

1800MV Power Plant
BEZA and Rural Power Company signed an agreement in December 
2018 to develop large plant to supply BSMSN.

100MV Solar Plant
Financed by Saudi energy firm Alfanar, at cost of $100m. Agreement 
announced in March 2019.

215km Dhaka-
Chittagong highway

Express highway connecting the capital Dhaka with the commercial 
capital Chittagong. Projected cost - $2.5 billion. Early stages.

10km MEZ access 
road

Dedicated access road from the zone to existing Dhaka-Chittagong 
highway. Projected cost $3 million

Deep-water port
Agreement between BEZA and Japanese consortium to develop a $2.5 
billion port capable of handling bulk materials and fuel storage at 
BSMSN. Expected 40-month development time.

The sheer scale of ambition for BSMSN does give some cause for scepticism. Of 

particular concern is the capacity for effective inter-governmental coordination 

among the various ministries, parastatals and regional authorities to execute the 

master plan, including key surrounding infrastructure assets.

Phase I ready for 2019

Phase I of BSMSN implementation plan is a 225-hectare multi-sector zone, called 

Mirsharai Economic Zone [MEZ], A number of units have already been allocated 

and are under development. Arman Haque Denim is in the process of constructing 

a $40 million denim fabric factory which will supply markets in Europe and the U.S, 

according to reporting by the Bangladesh Independent. The firm hopes to be the first 

active commercial unit within the zone by December 2019.
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Investor Country
Plot size 

(hectares)
Investment Sector

Arman Haque 
Denims

Bangladesh 4 $40 million Textiles

Ananta Group Bangladesh 100 $315 million Textiles

Kunming Iron & 
Steel

China 400 $2.3 billion Manufacturing

Sichuan Silk Road 
Belt Investment 

China 400 $1.6 billion
Multi-sector 

industrial park

Berger Paints Bangladesh 12 $29 million Manufacturing

McDonald Steel & 
Nippon Koei (JV)

Japan 40 $59 million Manufacturing

Other international investors have announced major investments in the wider 

BSMSN development. According to Paban Chowdhury, Executive Chairman of BEZA, 

$12 billion worth of investment proposals have been submitted. The entire region will 

be watching closely to monitor developments.

“ …There are 
hopes that 2020 
will see the 
signing of a long-
anticipated free 
trade agreement 
between the 
seven countries 
which encircle 
the Bay of Bengal 
(Bangladesh, 
Bhutan, India, 
Nepal, Sri Lanka, 
Myanmar and 
Thailand…

”
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Southeast Asia
A significant percentage of the world’s special economic zones are located in southeast Asia, 

particularly Viet Nam and the Philippines. While the generous tax breaks in these countries have 

attracted businesses, they have not fostered large, exporting industrial hubs with valued added 

activities. The most successful zones in the region continue to be ones with fundamental geostrategic 

advantages, such as Sihanoukville on the Cambodian coast, or Phoukhyo, in the Laos-Thailand border 

region. Chinese BRI investment is helping to build infrastructure links between the ASEAN countries. 

A new zone in Boten, on its southern border, will provide tariff free access to Myanmar and Thailand. 

Major regional challenges include efficiency of cross-border operations, labour productivity and 

affordability of electricity.

INCENTIVES AND REQUIREMENTS

 ZONES CORPORATE TAX OTHER TAXES
CUSTOM 
DUTIES

IMPORTANT 
REQUIREMENTS

DOMESTICATION 
REQUIREMENTS

Indonesia 12

Initial investment > $70 
million qualifies for 10-25 
year tax holiday (worth 

20-100% reduction).                           
Investment > $35 million 
qualifies for 10-15 year 

holiday (worth 20-100%). 
Standard Corporate Tax 

rate is 25%

10% dividend 
tax. Local 
taxes (and 
incentives) 
may apply

None None
Prioritisation of 

Indonesian labour

Philippines 
(Manufacturing 

Economic Zones)
74

100% exemption for4-
6 years - possible 

extension to 8 years. 
Taxed at 5% thereafter

None None

Minimum $500,000 
foreign exchange 

earnings for first 3 
years

At least 50% local 
materials (for 
corporate tax 

holiday extension 
beyond 4 years)

Viet Nam 326
Levied at 10% for 15 

years. 50% exemption for 
9 years thereafter

None

5-year tax 
holiday 
for raw 

materials 
imports

None None

Thailand 10
100% exemption for up 
to 8 years, further 50% 
reduction for 5 years

10% 
withholding 

tax on 
dividends

None
Specified target 

industries in 
particular zones

None

Myanmar 3
100% exemption for 7 
years. 50% relief for 5 

years thereafter
None None None

Requirement 
to fill 75% of 

technical and 
skilled roles with 

domestic staff 
within 6 years

Cambodia 23
100% exemption for 9 

years. 
None None

Minimum 
investment from 
$100,000. (Higher 

for different 
sectors)

Maximum 10% 
foreign staff

Laos 12

100% exemption for 
8-16 years (region 

dependent). 35% tax rate 
thereafter 

50% exemption 
on VAT

None

100% export 
for industrial 

production 
(to access VAT  

exemption)

None

Malaysia 10
24% - exemptions may 

apply

5-10% sales tax 
may apply on 
some goods

Exemption 
on some 

goods

Minimum $125,000 
capital investment

None
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Cambodia
ASEAN success story  

Cambodia has been one of the most successful and fast-growing economies in the 

ASEAN region for more than a decade. Exports increased from $6 billion in 2007 to 

$15 billion in 2017, of which textiles and footwear accounted for nearly 90 percent. 

There are more than 20 special economic zones throughout the country. Many of 

them are privately run and they have been an important vehicle for attracting major 

international brands (such as Coca-Cola and Toyota), as well as national clusters of 

investors, particularly from Japan and China. 

Between 2008 and 2018, China’s FDI into Cambodia was valued at nearly $5 billion. 

The world’s second largest economy has overtaken western counterparts, such as 

the U.S. and the Netherlands, to become Cambodia’s leading investment partner.  

Major strategic projects have been at the heart of this 

investment. For example, $4.2 billion was invested into 

Sihanoukville (Preah Sihanouk province) to build power 

plants, offshore oil operations and upgrade facilities at 

Cambodia’s only international sea port. In March, China 

Road and Bridge Corporation broke ground on a $2 

billion four-lane express highway running from Phnom 

Penh (the capital) to Sihanoukville. It is Cambodia’s 

first such road. The 190-kilometre long road is expected 

to be completed by 2025 and will significantly reduce 

transit times along an important internal trade route 

and increase haulage capacity, with the use of more 

modern vehicles.   

The special economic zones in Sihanoukville and 

Phnom Penh are two of the most important in the 

country, attracting over $1.5 billion in investment 

between them. The majority of tenants within these 

zones are Chinese and Japanese respectively. 

Reducing the price and improving the reliability of 

electricity supply is a key priority for the government. A 

2015 survey of special economic zone firms by the Asian 

Development Bank found that supply interruptions 

were forcing some firms to rely on expensive back-up 

Sihanoukville Phnom Penh

Size 1,110 ha 357 ha

Investment $918 m $611m

Sectors
Electronics, 
Manufacturing

Textiles, 
manufacturing

Firms 161 101

Jobs 22,495 18,500

Low-skilled wages $131 $119

Semi-skilled wages $235 $366

Non-production staff 
wages

$549 $686

Electricity (per kWh) /. $0.1868

Water (per m3) $0.37 - $49 $0.30

Land (per m2) $123 (annual rent) $80 (Sale)

Infrastructure 
maintenance  

(per m2, monthly)
/ $0.06

Nearest Sea Port 12 km 205 km

Nearest Airport 3 km 8 km
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generators costing as much as $0.28 per kWh. Electricity accounted for as much as 25 

percent of variable costs for some firms. Textiles manufacturing is power intensive, 

and the government recognises the importance of being cost competitive with 

neighbouring Thailand. In January, a $50 million subsidy package was announced 

that will see industrial tariffs in the capital reduced to $0.15 per kWh by 2020. Regional 

prices will also be reduced.

In a boost for the logistics sector, DHL Express opened two new service points in 

Phnom Penh and Sihanoukville SEZ. In an interview with local outlet Khmer Times, 

DHL’s country manager said: “Our new Service Points reaffirm our commitment 

in supporting its [Cambodia’s] growing demand for international express services 

and being a key trade facilitator for our customers by enabling them to do business 

globally.”

“ In January, a $50 
million subsidy 
package was 
announced that 
will see industrial 
tariffs in the 
capital reduced  
to $0.15 per kWh 
by 2020.

”
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Laos
Building new links to China and Thailand  

There are 11 special economic zones across Laos. In 2018, they generated exports 

worth $249 million –down from $325 million in 2017 (8 percent of the national total 

that year) – and imports of $430 million. There are 474 foreign firms registered in the 

zones, employing 8,150 staff (84 percent of them foreign). 

Thailand is Laos’ biggest trading partner, accounting for 61 percent of imports and 

31 percent of exports in 2016. The two countries are pursuing a joint strategy to boost 

trade to over $10 billion by 2021, up from $6 billion in 2017. The location of eight 

zones on the border reflects the importance of this relationship. 

For example, the Savan-Seno Special Economic Zone was established in 2003 at 

the centre of a regional economic corridor which stretches from Thailand to Vietnam. 

The zone is situated on the Thai border, next to a bridge which connects the two 

countries across the Mekong River and then into the Thai road network to access 

the Laem Chabang port in southern Thailand. A total route of approximately 720 

kilometres. The Port of Bangkok is another important export route.   

The majority of Laos transit trade passes through the Nongkhai province into 

Thailand. A bilateral transit agreement between the two countries has been in place 

since 1978. Moving goods through the Thai road network 

requires specific licencing for Laos vehicles (unless goods 

are deposited within Nongkhai province). A recent World 

Bank analysis of the Laos haulage sector found that the 

sector is congested with a large number of inefficient 

firms. Prices range from $0.10 per ton-km to $0.34 and 

tend to be higher when utilising southern trade routes. 

Chinese investment into Laos is increasing as part 

of its strategic effort to boost trade links through the 

Mekong region. In Saysettha Development Zone, near 

Vientiane, more than 30 Chinese firms have invested 

$350 million in agricultural processing, clean energy 

production, logistics, and industrial construction. Phase 

two of the 1,000-hectare development is underway, with 

$650 million of infrastructure investment lined up. The 

zone is located just 1 kilometre away from the planned 

China-Laos railway line. 

Vientiane – Savannakhet

~460km: $0.915 - $2.466  per km (empty backload)

Phonhông

Na Hin Lak Sao

Sop Ma

Phou Khao 
Khouay National 

Bio…

Phou Khao 
Khouay National 

Bio…

Savannaknet
MUKDAHAN

ONG BUA
LAM PHU

UDON THANI

SAKON NAKHON

NAKHON 
PHANON

Nong Bok

Ban bong

NONG KHAI
Vientiane
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Construction began in 2017 on the $5 billion, 414-kilometre railway line running 

from Boten (southern China), to Luang Prabang and Vientiane in Laos. The project 

is expected to be completed in 2021. There are also plans to develop a trilateral free 

trade zone near the Boten region, incorporating Thailand and Laos. China will waive 

tariffs and VAT on imports from non-border countries passing through the zone. 

Selected Special Economic Zones – Laos 

Zone Size Owner Firms Investment
Land                       

(per m2, 
annual)

Electricity           
Water 
(per 
m3)

Nearest 
Sea Port

Nearest 
Airport

Savan-Seno 
SEZ

954 ha Public 177 $74,000,000 $0.30 $0.088 $0.68 484 km 75 km

Vientiane 
Industrial and 

Trade Area
110 ha

Public-
Private

47 $43,000,000
$0.30 - 
$0.72

$0.059 - 
$0.065

$0.25 - 
$0.35

443 km 33 km

Saysetha 
Development 

Zone
1,000 ha

Public-
Private

48 $128,000,000 / / / 852 km 23 km

Phoukhyo SEZ 4.850 ha
Private 
(Laos)

/ $708,000,000 /
$0.06 - 
$0.08

$0.07 - 
$0.79

300 km 97 km

Thakhek SEZ 1,035 ha Public / $80,000,000 $0 - $2.28
$0.059 - 
$0.065

$0.05 291 km 46 km

Pakse - Japan 
SME SEZ

195 ha
Private 
(Japan)

33 $62,500,000 / / $0.65 426 km 10 km

“ Moving goods 
through the Thai 
road network 
requires specific 
licencing for 
Laos vehicles 
(unless goods 
are deposited 
within Nongkhai 
province).

”
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Myanmar
First zone passes $1 billion investment 

There are three special economic 

zones in Myanmar, however just one 

is currently active (Thilawa Special 

Economic Zone). The Dawei and Kyauk 

Phyu special economic zones are under-

construction (and have been for some 

time, hampered by financing and land 

acquisition challenges).  Kyauk Phyu 

is perhaps the more significant of the 

two projects: a transportation and 

manufacturing hub to support a new 

$1.5 billion deep-water port, financed 

by a Chinese state investment company. 

A framework agreement for the project 

was signed in November 2018.

Thilawa SEZ opened in 2015, led by Japanese developers, and has proved a success 

with investors. In 2017-18, the zone approved 12 investment projects worth $400 

million.  Total investment is valued at $1.6 billion from 105 companies, including 65 

operational factories. Japan and Singapore are leading sources of investment into the 

zone. The majority of firms are involved in manufacturing, including textiles, metals, 

food and spare parts. Phase 1 of the zone has been completed. Phase 2 (known as 

Zone B) is underway; more than 65 hectares of the 178-hectare development have 

been occupied since January 2018. The developers are looking to attract export-

oriented (minimum 75 percent), labour-intensive projects that have supply chains 

integrated into the wider domestic economy. 

The zone’s main attraction is its situation next to Myanmar’s sole (current) 

international sea port (Yangon). Activity at the port has been increasing in recent 

years in line with Thilawa’s expansion. In 2014-15, containerized cargo throughput 

was 355 million metric tons (MMT); in 2016-17 it was 522 MMT. Rising trade volume 

is leading to more investment in the port. In March 2018, a new $65 million bulk 

container terminal was announced; it will primarily handle agro-products. 

Japanese firm Daizen has also started providing bonded warehouse services at the 

port, an important step toward establishing Thilawa as a logistics and transshipment 

BANGLADESH
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Thilaw Special Economic 
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VIETNAM
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Hong Kong
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hub.  In April 2019, plans were announced for a brand new $290 million 20-hectare 

terminal in the Ahlone township, 40 kilometres from Thilawa SEZ. Construction will 

begin in September 2019 and will increase capacity by up to 150,000 TEU. Cross-

border logistics between Thailand and Myanmar is also an area of focus for local 

operators, who are developing innovative techniques of goods haulage between 

the zone and Mae Swot, the Thai western border region located 450 kilometres from 

Thilawa.

The lack of efficiency in Burmese border trading operations is a concern. According 

to data from the World Bank Doing Business survey (2019), it is lagging behind 

regional competitors in terms of time and cost to trade across borders.

“ The developers  
[of Thilawa SEZ] 
are looking to 
attract export-
oriented 
(minimum 75 
percent), labour-
intensive projects 
that have supply 
chains integrated 
into the wider 
domestic 
economy.

”
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“ The DFTZ marks 
an important 
shift toward the 
digitisation of 
the global free 
zones sector - not 
only by offering 
online customs 
and compliance 
platforms but 
by providing 
e-commerce 
firms with 
export-oriented 
logistics networks 
clustered 
around critical 
infrastructure 
nodes, such as sea 
and airports.

”

Malaysia
Digital Free Trade Zone  

The Digital Free Trade Zone [DFTZ] is an ambitious, multifaceted development that 

aims to connect Malaysia’s SMEs with export markets around the world. SMEs – 

classified as firms with less than $12 million in turnover and 200 employees - play a 

hugely significant role in Malaysia’s economy. There are more than 900,000 enterprises, 

generating 65 percent of employment, 37 percent of jobs and 19 percent of exports. 

The DFTZ aims to increase SME exports to $38 billion by 2025 and it has enjoyed 

a promising start. Since launching in November 2017, more than 2,650 SMEs have 

joined the platform, with sales of $12 million, including $4 million of exports. “It has 

been a big increase. Our target now is to achieve 10,000 SMEs by the end of this year,” 

said International Trade and Industry Minister Datuk Seri Mustapa Mohamed, as 

reported by The Edge Markets in August 2018.

There are two parts of the DFTZ: an eFulfilment Hub and an eServices Platform.  

The eFulfilment hub provides logistics for SMEs wanting to export to international 

markets. There is currently an operational terminal at Kuala Lumpur International 

Airport to fulfil this function. The eServices platform provides full-spectrum digital 

services for exporters, including access to online marketplaces, cargo clearance and 

accelerated compliance procedures. 

What is the DFTZ?

eFulfilment Hub eServices Platform

• Export logistics for SMEs

•  One cargo terminal operational at Kuala 
Lumpur International Airport

•  New $192m terminal operational by Q3-
2019: Kuala Lumpur International Airport 
Aeropolis DFTZ Park

•  Alibaba fulfilment hub on-site, air, sea and 
rail capability

•  Kuala Lumper Internet City – purpose-built 
digital hub for tech firms locating in ASEAN

• Electronic world trade platform for SMEs

• Managing cross-border trade operations

•  Market access via Alibaba, eBay, eRomman, 
LAZADA Sea and others

• Accelerated online trade facilitation process.

•  Other services: Financing, last-mile 
fulfilment, insurance, digital marketing

The DFTZ marks an important shift toward the digitisation of the global free 

zones sector - not only by offering online customs and compliance platforms but 

by providing e-commerce firms with export-oriented logistics networks clustered 
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around critical infrastructure nodes, such as sea and airports. This capability is 

especially important for medium sized manufacturers who do not have the capacity 

to create global or even regional logistics networks on their own. Dubai CommerCity 

is another example of this new e-commerce free zone model.

High profile e-commerce platforms are partnering with the DFTZ to provide market 

access and logistics services to Malaysian SMEs. Alibaba is the most significant of 

these. Through its logistics subsidiary, Cainiao Network, the Chinese tech-giant is 

building an e-fulfilment hub on-site at the new Kuala Lumpur International Airport 

Aeropolis DFTZ Park. The DFTZ park is a $192 million, 32-hectare development by the 

Malaysia Airport Holdings group which will double air cargo capacity at the airport to 

1.5 million tonnes – both facilities are expected to be operational by September 2020. 

For Alibaba, the investment is an opportunity to underpin trade between two of the 

largest and most digitally advanced economies in the region with young and growing 

consumer markets. Its Malaysian fulfilment hub will expand to include sea freight 

via Port Klang and rail cargo to Bukit Kayu Hitam, on the Malaysia-Thailand border 

region, where a new regional multimodal transshipment hub will be established, 

according to HKTDC Research. 

Multiple e-commerce service providers have partnered with DFTZ in order to 

expand market access to Malaysian SMEs, including: Lazada SEA (ASEAN), JBM 

(China), eRomman (Middle East) and eBay (U.S.). In November 2018, Malaysia was one 

of ten signatories to the ASEAN Agreement on Electronic Commerce. The deal provides 

a strategic framework for the coordinated development of infrastructure (physical and 

digital) and policy to realise $90 billion worth of regional e-commerce trade by 2025. 

Malysian SMEs on Alibaba, by product category

Rubber & Plastic
4%

Other
17%

Agriculture
5%

Apparel
5%

Packaging & Printing
6%

Health & Medical
6% Furniture

9%

Beauty & Personal Care
15%

Automotive
4%

Food & Beverage
29%
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Europe
The special economic zones sector is relatively limited in western Europe due to EU restrictions 

on state aid. In 2018, the EU challenged the Madeira free zone (Portugal) on potentially illegal 

tax breaks for businesses. The case is still under review. In eastern Europe, Russia is bolstering 

its Eurasian Economic Union by integrating customs procedures and enabling free movement of 

goods from free zones.  Governments in the region – including Russia and Bulgaria – are betting 

on Chinese BRI investment to help upgrade infrastructure and create trans-continental corridors. 

Countries with large bi-lateral trading relationships with the UK, such as Belarus, will be watching 

Brexit developments closely.  
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INCENTIVES AND REQUIREMENTS

 ZONES CORPORATE TAX OTHER TAXES CUSTOM DUTIES
IMPORTANT 

REQUIREMENTS
DOMESTICATION 
REQUIREMENTS

Albania 3
50% exemption for 

5 years
VAT may apply on 

some imports
None

Minimum $50,000 
investment

None

Belarus 6

100% exemption 
for 5 years. 

50% exemption 
thereafter

12% withholding tax 
on dividends paid to 

non-resident company

Duties may apply on 
"foreign" goods sold 

into the EAEU customs 
territory

Minimum $1.1 
million investment 

(half if invested 
within 3 years)

None

Bulgaria (Free 
economic 

zones)
6 10%

5% withholding tax on 
dividends

None None
90% domestic 

workforce

Croatia 11
50% exemption for 

5 years
VAT may apply

 on some imports 
None

Minimum 
investment 

$125,000. Excludes 
retail operations

None

Estonia 3 20%
VAT may apply on 
goods exported to 

non-EU destinations
None None None

Latvia (Free 
Economic 

Zones)
6

100% exemption 
for 10 years. Levied 
at 7.5% for next six 

years, then standard 
rate thereafter

None None
Minimum $1.1 

million investment 
None

Latvia (Special 
Economic 

Zones)
5

80% relief on 
corporate income 

tax charged on 
dividends

80% exemption on 
real estate tax (rate 

between 0.2-3%)
None None None

Macedonia 15
100% exemption for 

10 years
None None None None

Poland 14
Relief between 

10-50% on CAPEX or 
labour costs 

19% withholding tax 
on dividends. 

Duties may apply on 
imports/exports to 

non-EU destinations

Job creation 
requirements apply 

in some zones
None

Portugal 1

5% until 2027. 
(Further 50% 

reduction available 
for manufacturing 

firms)

80% reduction on 
regional and 

municipal taxes
None

Creation of 5 jobs 
within six months 

and $83,000 
investment

None

Russia 25
0-15.5 over time 
(varies by zone)

Social contributions 
on wages. 15% 

withholding tax on 
dividends

Duties may apply on 
goods exported within 

EAEU

Minimum 
investment of $1.85 
million in industrial 

SEZ

None

Romania 7 5%
5% withholding tax on 

dividends
None None None

Serbia 14 15%
20% withholding tax 

on dividends
None None None

Spain 7 4%
19% withholding tax 

on dividends

No duties on imports/
exports to non-EU 

countries

Minimum 
investment and 

job creation 
requirements apply 

in some zones

None
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Poland
Special economic country 

In May 2018, the Polish Investment Zone Act on Support 

for New Investments was passed. Before the Act, 

investors wanting to access corporate income tax relief 

had to locate their projects within one of Poland’s 14 

special economic zones. Now, however, the incentives 

regime has been extended throughout the country. The 

level of tax relief fluctuates according to the deprivation 

of the particular area. Poland’s eastern border region – 

stretching from Warmminsko-Mazurskie in the north 

to Podkarpackie in the south – enjoys the highest 

levels of relief (50 percent). For medium and small/

micro enterprises, these benefits increase by 10 and 20 

percentage points respectively. The tax relief is applied 

on capital expenditure costs or two-years’ costs of newly 

hired employees.

Acquiring a licence to operate as a special economic zone company is issued 

on a case by case basis. Applications are evaluated on quantitative and qualitative 

factors, including minimum capital investment and sustainable economic and social 

development. In regions where tax relief is between 10 and 35 percent, the licence 

lasts for 10 years; for 12 years where it is 35 percent; and 15 years where it is 50 percent. 

These regulations exist regardless of sector and firm size.

This is a very significant policy development for Poland. It has the potential to 

create new industrial hubs and markets throughout the country, which in turn could 

create opportunities for the logistics sector to support these operations. Perhaps the 

more significant impact, however, will be to encourage existing firms in the special 

economic zone sector to commit future, high-tech production to Poland. All existing 

special economic zone permits (issued before August 2018) will expire in 2026. And 

in order to access the new regime, these pre-existing companies will have to either 

significantly increase, diversify or innovate their existing production methods in 

order to renew the licence. Again, that will mean more opportunities across the supply 

chain. It will also encourage administrators in Poland’s 14 existing special economic 

zone areas to improve their proposition as a business environment now that lower 

taxation is no-longer a competitive advantage.
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“ Poland’s eastern 
border region – 
stretching from 
Warmminsko-
Mazurskie in 
the north to 
Podkarpackie 
in the south 
– enjoys the 
highest levels of 
tax relief.

”

Poland Special Economic Zones

Zone
Available 

space
Permits Investment Jobs Key sector

Maximum 
CIT Relief 

(Large)

Kamienna 
Góra

301 ha 43 $677m 7,670 Automotive 25%

Katowice 900 ha 350 $9bn 76,000 Automotive 25%

Kostrzyn- 
Słubice

- 330 $2.05bn 32,745
Metal, 

automotive
50%

Krakow 
Technology 

Park
- 261 $1.15bn 28,000 IT, Chemistry 35%

Legnica 961ha 170 $2.2bn 15,800 Automotive 25%

Łódź - 313 $3.8bn 36,000
Pharmaceuticals, 

packaging
35%

Mielec - - $3.2bn 45.000
Aerospace, wood 

processing
50%

Pomeranian - 188 $2.8bn 15,529 Electronics 35%

Słupsk 506ha 10 - - Metals 35%

Starachowice 275ha 176 $660m 8,289
Pottery, 

chemicals
35%

Suwalki 267 $990m 10,500 Metals, plastics 35-55%

Tarnobrzeg 
Euro-Park 
Wislosan

433ha 379 $2.2bn 23,261
Automotive, 
Electronics

50%

Wałbrzych 1,900ha 36 $66m 1,224 Automotive 25%

Warmia-
Mazury

443ha 150 $1.3bn 11,174 Food 50%
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Russia
Grand strategy in Eurasia

There are four types of special 

economic zone in Russia: logistics, 

techno-innovative, industrial, and 

tourist. There are currently 25 

zones within the country, nine of 

which are industrial and six are 

techno-innovative. More than $4.5 

billion of FDI from 670 companies 

across 35 countries has flowed into 

Russia through these zones since 

2005, creating 25,000 jobs. Major 

multinationals – such as Ford, 3M 

and Novartis – use the zones as 

vehicles to channel investment into what can be a risky investment environment.

A low oil price has damaged Russia’s economy in recent years, with sluggish growth 

of around 1 to 2 percent forecast until 2020. Like other oil producers around the world, 

diversification is a strategic imperative. Russia is pursuing this through expanding its 

network of multilateral trade agreements.

The most significant of these efforts is the Eurasian Economic Union [EAEU], a five-

country trade bloc established in 2015 which Russia spearheads. The five members 

are Russia, Belarus, Kazakhstan, Armenia and Kyrgyzstan. In January 2018, a new 

EAEU customs code entered into force. The code includes a number of provisions 

designed to reduce friction in regional trade. For example, a digital customs platform 

will provide a single window for traders to manage compliance procedures and 

ensure goods are released within four hours. The agreement also included provision 

that will allow goods to be transferred into the free customs zone of the EAEU from a 

special economic zone without incurring duties.  

However, the level of internal trade between EAEU members accounts for less 

than 20 percent of its total. The real value added, therefore, is in expanding free 

access to key international markets. Through the EAEU, Russia is pursuing free trade 

agreements with Egypt, Iran, India, Singapore and Israel, in addition to a deal signed 

with Vietnam last year. 

Russia’s trade relationship with China will be a key area to watch in the coming 

“ Major 
multinationals 
– such as Ford, 
3M and Novartis 
– use the zones 
as vehicles 
to channel 
investment into 
what can be a 
‘risky’ investment 
environment.

”
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years. A China-EAEU “trade and economic cooperation” agreement was signed in 

May 2018 – exactly what that means remain to be seen. Some analysts regard it as 

a framework to establish tariff-free access in specific goods categories over time, which 

would be valuable. Others, however, regard it as a political fig-leaf which Russian and 

Chinese leaders can point to as evidence of a cooperative relationship between Eurasia’s 

great powers.  The EAEU has a list of 39 priority investment projects which it wants to 

fund through BRI, including a Western Europe-Western China motorway, Moscow-

Kazan high-speed railway, and China-Kyrgyzstan-Uzbekistan railway. Progress on these 

projects will be an indication of China’s genuine interest in the region.

Industrial and Techno-Innovative Zones in Russia 

Zone Region Size
Available 

Space
Sectors

 Avg. 
Monthly 

Wage

Monthly 
Rent 

(per m2)

Nearest 
Airport

Nearest 
Sea Port

Nearest 
Riverport

Firms Investment

SEZ 
Ulyanovsk

Ulyanovsk
426 
ha

N/A
Agriculture, 

food, textiles
$377 

$4.43 - 
$7.31

1.5 km
17 km 
(River)

50km / /.

SEZ 
Alabuga

Tararstan ## 550 ha
Food, textiles, 

footwear
$500-
$700

$0.05 
(Annual 

land 
plot )

49km 1,667km 38km 56 $5bn

SEZ Kaluga 
(Ludinovo)

Kaluga
610 
ha

245ha
Construction, 
real estate

$575 Free 86km 990km 320km 15 $926m

SEZ Lotus Astrakhan
980 
ha

830ha
Food, textiles, 

footwear
$231 - 
$308

/ 50km 47km 46km 8 $372m

SEZ Lipetsk Lipetsk
1,024 

ha
400ha

Food, textiles, 
footwear

$432 
-$540

$1.20 - 
$63 (per 
hectare)

35 km 750 km 682km 60 ./

SEZ 
Moglino

Pskov
215 
ha

142 ha Construction $386

From 
$0.40 
(per 

hectare)

11 km 286 km 220km 8 /

SEZ 
Titanium 

Valley
Sverdlovsk

295 
ha

99ha

Metals, 
machinery, 
electrical 

engineering

$468 / 188km 2,266km 391km / $84m

SEZ 
Tolyatti

Samara
660 
ha

210ha
Energy, 

Minerals, Food
$528 $0.085 60km 1,050km 30km 21 $368m

SEZ Dubna Moscow
187 
ha

40ha
Biotechnology, 

IT, Technical
$541 $0.81 100km 650km 8km 140 $269m

SEZ 
Innopolis

Tararstan
294 
ha

281ha
Pulp and paper; 

transport; 
communications

$880
$8 - $10 
(Office)

69km / 43km 52 /

SEZ Tomsk Tomsk
269 
ha

24ha Manufacturing
$309 - 
$541

$7.30 22km 4,544km 12km 72 /

SEZ St. 
Petersburg

St. 
Petersburg

182  
ha

47 $552m
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Belarus
More east than west

Belarus has six free economic zones 

throughout the country. There are 

currently 403 active resident firms 

employing 132,000 people. In 2018, 

these firms generated $7.9 billion 

in revenue, 62 percent of which was 

earned from exports.  According to 

analysis by the European Bank for 

Reconstruction and Development, 

the most prominent activity within 

Belarusian zones is machine building 

and metalworks (27 percent), followed 

by chemicals (21 percent). Other key 

sectors include wood processing and 

food processing.

In December 2018, Belarus made 

updates to its free zone regime 

legislation. The key changes relate to 

the harmonisation of customs law throughout the Eurasian Economic Union [EAEU]. 

Around 65 percent of all Belarusian free economic zone exports go to Russia. Under 

the new changes, firms will be able to transfer foreign goods to third parties for storage 

and other cargo operations without having to declare them as exports. This will allow 

businesses to move goods throughout the region more quickly, just as frictionless 

trade in the EU enables sensitive supply chains. 

Deeper integration with Eurasia is essential for Belarus. The United Kingdom is its 

biggest EU trading partner (nearly 30 percent of exports); Brexit will transform that 

into a bilateral relationship. Meanwhile, the political differences between Minsk and 

Brussels mean that closer economic cooperation is not a realistic prospect for the 

foreseeable future. Belarus’ competitive advantage will lie in its natural resources and 

market access. 

GRODNOINVEST
MINSK MOGILEV

VITEBSK

GOMEL-RATON

BREST
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Belarus Western Border Region FEZs

FEZ Grodnoinvest FEZ Brest

Size 4,1950 7,100ha

Residents 74 76

Investment $1.4bn $1.4 million

Exports $865m (2018) $696m (2017)

Jobs 18,000 21,500

Sectors
Wood processing, automotive, 
chemicals, logistics, agro-
processing

Food processing, metals, 
medical instruments

Land costs
Free land plots available. 
Production premises for lease.

$150 - $500 per m2

Cost of Electricity (per kWh) $0.14 $0.13 

Cost of Gas (per m3) $0.35 $0.36

Cost of Water (per m3) $0.60 $0.43

Poland has designated its eastern border regions of Podlaskie and Lubelskie as 

high priority special economic zones where investors can receive up to 50 percent in 

corporate income tax relief.  This puts competitive pressure on the Belarusian zones 

of Grodno and Brest, which lie on the Polish border. 

Belarus has benefited from Chinese investment through the Belt & Road Initiative. 

The 20,700-hectare China-Belarus Industrial Park Great Stone opened in 2017 and was 

given special economic zone status in December 2018. So far, the park has attracted 

41 registered businesses, employing 270 people. Total foreign direct investment into 

the zone totals $94 million in two years, generating $14.5 million in exports in 2018.

“ The United 
Kingdom is 
Belarus’ biggest 
EU trading 
partner (nearly 
30 percent 
of exports); 
Brexit will 
transform that 
into a bilateral 
relationship.

”
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Portugal
EU zones in on Madeira 
Madeira International Business Centre [MIBC] is a free zone within the island of 
Madeira (an autonomous region of Portugal, situated off the coast of Morocco). The 
zone was created in the 1980s to spur economic development on the island. There 
are more than 2,000 firms operating in the services, industrial and shipping sectors, 
generating 50 percent of the region’s revenue through corporate income tax.

There is a 130-hectare industrial zone situated 8 kilometres from the airport; there is 
also a commercial port located next to the industrial zone. The zone’s main attraction 
is the combination of significant tax incentives with access to markets in the EU (as a 
Portuguese territory) as well as proximity to North Africa. However, it is those incentives 
which EU authorities are concerned contravene its rules on state aid.

Tax Benefits Conditions

Reduced corporate tax rate of 5% guaranteed 
until 2027

Compliance with one of the following 
requirements:

•  Creation of 1-5 jobs within six months and a 
minimum investment of €75,000.

•  Creation of six or more jobs in the first six 
months.

Firms in the Industrial Free Trade Zone

•  Creation of at least 15 jobs, which must be 
maintained for a minimum period of 5 year

•  Contribute technical innovation, new 
products and procedures

•  Fixation of qualified human resources

Further 50% reduction for firms in the 
Industrial Free Trade Zone based on certain 
conditions
80% reduction of Stamp Duty, municipal 
transaction and property taxes as well as 
surcharges

No withholding tax applied on dividends paid 
to non-Portuguese entities

No withholding tax on royalties, services fees 
or interest paid to third parties

According to a press release issued in July 2018, the European Commission – which 

is the competition regulator for the EU internal market – has doubts that company 

profits booked in the zone are actually originating exclusively from activities carried 

out in Madeira. Furthermore, they are questioning whether these firms are actually 

creating and maintaining jobs in the region.
The Portuguese authorities agreed to comply with the EU’s investigation and are 

confident that, having been re-authorised in 2014, the zone is compliant with state 
aid rules. A complete list of all companies operating within the zone and the benefits 
they receive between 2007 and 2014 was submitted to the commission in August 2018. 
However, Commissioner Vestager has earned a reputation as a tough referee during her 
time in office and there are some in Lisbon who fear the decision might not go their way. 
At the very least, firms who unduly received benefits will likely be forced to repay. And 
the Portuguese could be forced to tighten-up and enforce its rules more stringently. 
There is no current timeline for a decision.

“ ...the European 
Commission...
has doubts that 
company profits 
booked in the 
zone are actually 
originating 
exclusively from 
activities carried 
out in Madeira.

”
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Bulgaria
Trakia Economic Zone  

Trakia Economic Zone [TEZ] is a major industrial development in the southern 

Bulgarian city of Plovdiv. The zone is spread across six individual cites, covering 

1,020 hectares in total. Since the establishment of the first site in 1996, 180 firms 

have invested $2 billion, generating 30,000 jobs. A public-private partnership 

was established in 2014 – incorporating municipal governments in the region – to 

coordinate investment promotion in Plovdiv.

Plovdiv is Bulgaria’s second largest city and the six TEZ industrial zones are spread 

throughout its greater metropolitan area. The city has direct highway links to the 

Bulgaria’s eastern coast and the Port of Varna, as well as to the capital of Sofia (150km 

north west). There are also road links to Istanbul (420km) and Thessaloniki (415km), 

which is home to one of the largest ports in southern Europe. Bulgaria achieved a 97.41 

score (out of 100) on ‘Trading Across Borders’ in the 2019 World Bank Doing Business 

report and is ranked nine places above Greece.

Trakia Economic Zone Sites

Name Size
Distance from 

Plovdiv City Centre
Industries

Industrial Zone 
Marista

500 ha 6km
Engineering, 

Electronics, Logistics

Industrial Zone 
Rakovski

100 ha 14km

Automotive, 
Chemistry, Textile, 

Logistics, Food, 
Energy equipment

Industrial Zone 
Kuklen

100 ha 12km
Machinery, Chemistry, 
Automotive, Metals, 

Logistics

Industrial Zone 
Plovdiv

30 ha 0km /

Hi-tech Park 
Innovations

260 ha 15km
Logistics, agriculture, 

manufacturing

Agro Centre 
Kaloyanovo

80 ha 25km
Food packaging, Food 

Equipment

Bulgaria’s unique location at the intersections of eastern and southern Europe, 

Eurasia as well as the middle east are tremendous advantages for exporting firms. China 

has identified the region as an important component of its Belt and Road Initiative 

network. In April 2019, at the seventh annual Summit of China and Central and Eastern 

European Countries [CEEC] in Croatia, a $135 million deal was announced between 
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Bulgaria and China Machinery Engineering Corporation [CMEC]. CMEC will build 

new warehousing facilities at the Port of Varna, Bulgaria’s main industrial sea port. 

The project will take 36 months to complete and is expected to significantly increase 

Bulgaria’s cargo handling capacity. 

Trakia Economic Zone

Size 1020 ha

Available 745 ha

Rent (monthly, per m2) $4.50 - $5.00

Electricity $0.074 per kWh

Water $1.06 per m3

Licence fee $5,000

Wages (monthly)
Industrial: $500
Service: $750

Sea port 270km

Airport 10km

Investment

2016: $206m
2017: $150m
2018: $170m
2019(f): $220m

Key challenges for Bulgarian industry include corruption and human resources. The 

German-Bulgarian Chamber of Industry and Commerce found that 62 percent of the 

85 respondents to its annual poll believed this was a major concern, especially in the 

area of public tendering. Access to qualified staff is another problem: the survey ranked 

Bulgaria last out of 15 central and eastern European countries in academic education. 

TEZ is located within reach of six universities, including the University of Plovdiv, one 

technical university and two food and agricultural specialist institutions. Therefore, 

access to more highly educated staff should be less of a challenge – domestication 

regulations require a 90 percent Bulgarian workforce.

“ Bulgaria 
achieved a 97.41 
score (out of 
100) on ‘Trading 
Across Borders’ 
in the 2019 
World Bank 
Doing Business 
report and is 
ranked nine 
places above 
Greece.

”
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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
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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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United States
INCENTIVES AND REQUIREMENTS

 ZONES CORPORATE TAX OTHER TAXES CUSTOM DUTIES
IMPORTANT 

REQUIREMENTS
DOMESTICATION 
REQUIREMENTS

United 
States

296
21% (may vary 

according to sector)
State and local taxes 

may apply

None (unless 
importing into 
U.S. customs 

territory)

Public interest 
evaluation of 
applications

None

Overview
Foreign trade zones (FTZs) are secure areas under the control of the U.S. Customs 

and Border Protection [CBP] but considered outside of U.S. customs territory. Firms 

can bring foreign goods into these zones for operations without paying any duties for 

an unlimited period of time. Goods brought into U.S. customs territory from the zone 

for domestic consumption are liable for duties, either at the rate of the original foreign 

product or the finished good. Goods may also be exported to third countries free of 

duty and excises. 

There are currently 296 registered zones across the U.S. There are two types of 

zone. “Magnet sites,” where multiple firms cluster together in a managed location, 

usually operated by a city, county or port authority. And usage-driven sites, which are 

approved for the use of a specific enterprise. In 2017 – the most recent data available 

– there were 191 active zones with 3,200 firms employing 425,000 people. These firms 

imported $692 billion worth of goods and exported $87 billion, an increase of more 

than 10 percent on overall activity in 2016.

American Foreign Trade Zones Sector Performance
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Combining U.S. and foreign inputs 
Business operations within FTZs are classified as either warehouse/distribution 

activity or production. Production involves some form of assembly, processing or 

value-adding activity before goods are ready for final usage. Distributors are more 

likely to be utilising the zone to import and store goods for entry into the domestic 

market in a tax efficient way.

While foreign imports account for the majority of trading activity within zones, the 

role of domestic inputs is also very important, especially in the production sector. 

Firms rely on U.S. raw materials and semi-finished products as key components of 

their production processes. For firms exporting into the U.S. market, one of the key 

advantages of foreign trade zones is that they can choose to pay the applicable duty 

rates on either the foreign goods imported into the zone or the finished product 

transferred into U.S. customs territory. This incentivises firms to maximise the use 

of domestic inputs in order to minimise duties on foreign inputs.  Furthermore, 

goods moved from the customs territory into the zone are considered exports, for the 

purposes of excise rebates and drawbacks. 

The value of these inputs has fallen in recent years (as has their significance in 

the distribution sector). This could be a reflection of broader macroeconomic 

circumstances, including the growing strength of USD in recent years, challenges in 

the oil sector, and consumer demand in key markets. 

Domestic inputs as a proportion of total: Distribution and Production FTZ sectors (2013 - 2017)

2013 2014 2015 2016 2017

62%

67%

45%

73%
72%

47%

$123 billion

$164 billion

$382 billion
$296 billion

   Warehoude Distribution 

Domestic Status Inputs Ratio

   Production Domestic Status 

Inputs Ratio
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Key Sectors
Oil, automotive, consumer electronics and products 

are the key industries which dominate the FTZ sector 

overall, though the categories fluctuate according to 

business activity (i.e. production or distribution). 

Automotive Sector
Vehicles and vehicle parts account for 11.4 percent of 

all U.S. imports – worth nearly $250 billion annually. 

Canada (25%), Japan (23%) and Mexico (17%) are key 

markets. The re-negotiation of the North America Free 

Trade Agreement [NAFTA] – renamed the U.S.-Mexico-

Canada Agreement [USMCA] – in November 2018 

was critical for the sector, given concerns that the U.S. 

would withdraw from the deal. According to a survey 

of American car manufacturer executives conducted 

by LevaData, as reported by Forbes, industry leaders 

believe the deal will be good for their businesses in 

the long-term. The agreement will raise production 

costs in the short-to-medium term but it also removes 

the prospect of tariffs in the future, providing much-

needed certainty for the sector. Nearly 90 percent of 

respondents believe that the agreement will increase 

production activity in North America, which will likely 

lead to increased import volume of vehicles and vehicle 

parts into foreign trade zones.

Consumer Products & Electronics
According to the Deloitte Consumer Products Outlook 

2019, one of the key challenges facing the consumer 

products sector is the rising cost of transportation, 

specifically trucking. The average age of drivers is rising, 

Top 10 Product Imports by Distritbution Operators 2017 (millions)

Vehicle Parts

Other Metals/Machinery

Electrical Machinery

Textiles

Other Electronics

Machinery/Equipment

Oil/Petroleum

Consumer Products

Consumer Electronics

Vehicles

Plastic/Rubber

Aircraft/Spacecraft

Chemicals

Electrical Machinery

Vehicles

Machinery/Equipment

Pharmaceuticals

Consumer Electronics

Vehicle Parts

Oil Petroleum

$6,083

$6,553

$7,669

$7,858

$8,628

$9,267

$10,207

$15,442

$17,541

$28,042

$793

$938

$1,244

$1,471

$1,503

$4,121

$6,112

$12,264

$15,829

$57,720

Top 10 Product Imports by Production Operators 2017 (millions)
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there is an underrepresentation of women in the sector and a lack of interest among 

young people. According to the American Trucking Association, the shortage of drivers 

is expected to reach 174,000 by 2026. As a result, trucking firms are having to raise wages 

in order to attract new drivers. The costs are being passed onto businesses, which is 

affecting profitability. Considering this trend, firms should optimise the location of 

their foreign trade location with respect to initial port of entry and final destination. 

Key Issues
Trade War with China
The on-going trade dispute with China represents a significant challenge to U.S. 

firms, especially those involved in the consumer products and electricals industries. 

In 2017, the U.S. imported $46 billion worth of computers from China – 64 percent of 

total national computer imports. 

However, operating out of a foreign trade zone provides important benefits in 

this climate. Most significantly, export-focused firms can continue to import semi-

finished goods and export finished goods without incurring tariffs on Chinese goods. 

And for firms importing goods into the domestic market, the flexibility to choose to 

pay duties on either the foreign import or the finished goods provide further scope to 

circumvent the most onerous impact of the tariffs.  The number of foreign trade zone 

applications in 2018 and 2019 could see a significant rise. 

Mexican Border Threat 
The new Mexican administration has established a massive special economic 

zone in the state of Nuevo Leon, on the border with Texas. The zone runs for 3,180 

kilometres at a width of 25 kilometres. Enterprises operating within the zone will 

benefit from a reduced income tax rate of 20 percent (instead of 30) and VAT levied 

at 8 percent (instead of 16). Workers will earn a minimum wage of $8.80 and fuel 

prices will be pegged to those in the United States. With a tariff-free trade agreement 

between the U.S, and Mexico, firms (especially in the automotive sector) could be 

tempted across the border.
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Top 10 States for Merchandise Received Top 10 States for Exports

State Key Sectors State Key Sectors

1. Texas Oil, consumer 
electronics, vehicle 
parts

1. Texas Oil, consumer 
electronics, vehicle 
parts

2. Louisiana Oil, metals and 
minerals

2. South Carolina Vehicles, vehicle parts

3. California Oil, consumer 
electronics, vehicles, 
consumer products

3. Louisiana Oil, metals and 
minerals

4. South Carolina Vehicles, vehicle parts 4. Alabama Vehicle Parts

5. Tennessee Consumer electronics, 
machinery 
equipment, electrical 
machinery, vehicle 
parts

5. California Oil, consumer 
electronics, vehicles, 
consumer products

6.Illinois Consumer electronics, 
other electronics, 
pharmaceuticals

6. Puerto Rico Pharmaceuticals, oil, 
vehicles

7. Kentucky Machinery/
equipment, textiles/
footwear, oil

7.Indiana Vehicle parts, 
pharmaceuticals

8. Maryland Vehicles, metals/
minerals

8. Florida Oil, vehicles, 
machinery/equipment

9. Pennsylvania Oil, machinery/
equipment, electrical 
machinery

9. Mississippi Oil, vehicle parts, 
textiles/footwear

10. Ohio Textiles/footwear, 
pharmaceuticals, 
machinery/equipment

10. Tennessee Consumer electronics, 
machinery 
equipment, electrical 
machinery, vehicle 
parts

“ According to 
the American 
Trucking 
Association, 
the shortage 
of drivers is 
expected to reach 
174,000 by 2026… 
trucking firms are 
having to raise 
wages in order 
to attract new 
drivers.

”
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Central America
The United States will loom large over central America in 2019, both politically (with the ongoing 

immigration crisis) and economically. Economic growth will be weaker in 2019, as will demand for 

imports, affecting central American exporters. Pharmaceuticals and medical equipment are very 

significant sectors within the central American free zone sector, particularly in Costa Rica and the 

Dominican Republic – Cuba is trying to tap into this investment. There is also stiff competition 

between central American countries to establish coastal logistics hubs, to leverage traffic through 

the Panama Canal for processing, packaging and transhipment. China has a growing presence in the 

region, particularly in the Dominican and Panama. 

INCENTIVES AND REQUIREMENTS

 ZONES CORPORATE TAX OTHER TAXES
CUSTOM 
DUTIES

IMPORTANT 
REQUIREMENTS

DOMESTICATION 
REQUIREMENTS

Mexico 8

100% exemption for first 
10 years. 50% discount 

(off current 30% rate) for 
subsequent 5 years.

None None None None

Belize 1

100% Exemption for first 
10 years. Thereafter, 
revenue < $7,500:  2%  
$7,500 - $15,000: 4%                 

$15.000 - $50,000: 6%              
>$50,000: 8%

1.5% social fee on the 
value of all goods 

imported into the zone. 
(10% fee for fuel.)

None None

None.                                                                       
Tax credits worth 

up to 2% of income 
available for 

employing Belize 
nationals

El Salvador 19

100% Exemption for 15 
years. Thereafter, 40-

60% exemption from 30% 
corporate income tax rate

100% exemption from 
municipal taxes for 15 

years
None

Minimum $500,000 
investment within first 
two years. Or creation 
of 50 permanent jobs 

within first year. (5 
permanent jobs for 
product marketers.)

None

Nicaragua 1

100% Exemption for first 
10 years. Further 100% 

exemption available for 10 
years thereafter.

None None

Minimum industrial 
operation at 2,500m² for 

companies operating 
outside of the free zone

None

Costa Rica 30
100% Exemption without 

expiration
None None

50% minimum export 
requirement

None

Panama 16 0%
1% tax on capital 

(maximum payable is 
$50,000)

None

Minimum investment 
of $150,000 within free 

zones. (Minimum $2 
million investment to set 

up outside of a zone)

None

Cuba 1
100% Exemption for first 
10 years. Levied at 12% 

thereafter.

1% tax on sales and 
services applied from 
Year 2 of operations.          

0.5% tax on gross 
quarterly revenues zone 

administration fee

None None

Special permission 
required to hire 

foreign employees 
(executive and 

technical positions 
only).

Curaço 2 0% 2% tax on export profits None
75% minimum export. 

Minimum one job 
created per 170 m²

Incorporation 
under Curaçao 

jurisdiction

Dominican 
Republic

71 0% None None None None
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Dominican Republic 
Leading Central America

The Dominican Republic [DR] is widely regarded as having one of the most successful 

free zone sectors in the developing world. There are more than 665 enterprises 

operating across 71 free zones (75 percent of which are privately owned).  

The sector showed strong overall growth in 2018, continuing the positive trend 

of recent years. Exports increased by 9.8 percent to $6.3 billion (January-September 

2018).  That growth was led by electrical equipment exports (an extra $240 million); 

jewellery (~$85 million); medical equipment ($68 million); and cigars ($64 million). 

In a sign that the Dominican sector is opening up new investment horizons, Chinese 

firm Kingtom Aluminio committed nearly $11 million to build a 17,000m2 plant to 

manufacture aluminium tubing. The project will create 400 jobs directly and utilise 

Dominican aluminium waste for smelting – exactly the kind of value addition activity 

the government wants to encourage. 

Analysts have noted that, despite valuable exports, international firms within 

Dominican free zones have not been successful in integrating domestic businesses 

into their supply chains. 

Free Zone Investment Stock by Sector ($4.4 billion)

Tobacco
20.1%

Medical products  
& Pharmaceuticals
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Agroindustry 
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Electrical equipment
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Other
14.5%

Services
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The new year began in much the same way 2018 ended. In February, Hong Kong 

manufacturing firm HAYCO opened a new $60 million plant in Parque Industrial 

Las Américas Free Zone to manufacture cleaning products, which it supplies to 

customers in the U.S., including P&G. HAYCO’s leaders are so impressed by the 

success of this 17,000m2 facility, they plan to open a second by 2022. In March, the 

National Council of Free Trade Zones announced that it was licencing two new free 

zones – Las Carolinas Free Zone Park (Monte Plata) and the La Habanera Industrial 

Free Zone (Santiago). Investment projects worth $33 million from twelve firms were 

also given the green-light. 

Weekly average salary of free zone workers 

Operators (manual) $55

Technicians (skilled) $104

Source: National Council of Free Zones - 2017 Statistical Report 

Of course, the great appeal of Dominican free zones is the country’s situation at 

the intersection of four continents, especially North America. That proximity can 

also be viewed as dependency. Strong export growth in 2018 came off the back of 

2.9 percent GDP growth in the United States. U.S. growth forecasts for 2019 are less 

optimistic. Given that consumables make up more than 30 percent of the activity 

within Dominican zones, slower American growth will inevitably affect the sector.

However, the Dominican Republic is strengthening its hand as a regional trading 

and logistics hub by upgrading existing infrastructure. For example, DT World (a 

subsidiary of DP world) is partnering with authorities at Haina International Terminal 

– DR’s main port – to provide a digital logistics hub. According to port officials, the 

Mawani platform will “enable the intelligent and secure exchange of information 

between public and private agents to improve the competitive position of the 

Dominican Republic’s logistics community.”

“ HAYCO’s 
leaders are so 
impressed by 
the success of 
this 17,000m2 
facility, they 
plan to open a 
second by 2022. 

”
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Cuba
A new transshipment hub?

Mariel Special Development Zone [ZED Mariel] is the only special economic zone in 

Cuba. Located on the coast, 45 kilometres west of Havana, the 46,500-hectare zone 

is split into nine sectors. Sector A (4,300 hectares) has been open since 2013 and is 

open to investment in logistics services, advanced manufacturing, biotechnology and 

pharmaceuticals. 

Despite Cuba’s economic and political challenges, Mariel has attracted more than 

$1 billion worth of investment from multiple countries, including Spain, France, 

Netherlands and Brazil (which financed the initial building costs). Given Cuba’s large 

agricultural sector – sugar, tobacco, rice and coffee are key exports – more than 40 

percent of that investment has been in the food processing sector. In February, for 

example, Spanish firm Profood Services announced that it was building a 2,000m2 

food processing plant which will use locally produced sugar and fruit pulp to 

manufacture up to 26 million units of food and beverage products annually.  Other 

key investment sectors include pharmaceuticals and heavy industry.

One of the key strategic advantages of Mariel is the port situated within the zone. 

With capacity to handle 800,000 TEU annually and four post-Panamax cranes, Mariel 

Port has overtaken Havana Port as the main industrial logistics hub for the country. 

In 2017 it managed around 335,000 TEU - well short of its capacity. This year should 

see the completion of dredging work to increase the port’s capacity to handle post-

Investment by Sector 2013-2018 (millions)
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“ With capacity to 
handle 800,000 
TEU annually 
and four post-
Panamax cranes, 
Mariel Port 
has overtaken 
Havana Port 
as the main 
industrial 
logistics hub for 
the country.

”

Panamax ships up to 366 metres long. The strategic vision of the port management 

authority is to establish Mariel as a regional transshipment hub, picking up cargo 

from huge ships, offloading it into smaller vessels and transiting them into ports 

in the U.S. Gulf. However, as the Miami Herald’s Mimi Whitfield points out, Mariel 

will face stiff competition from regional competitors, such as Panama’s Balboa Port. 

Furthermore, restrictive U.S. regulations on Cuban vessels entering American ports 

could also stifle their strategy.

In September 2018, Immunotherapy Alliance S.A. – a drug manufacturer – 

received approval for operations within Mariel. They are the first U.S. investors in 

the zone, reflecting the arduous licencing procedures required for Cuban-American 

trade. Approval from ZED Mariel requires the submission of detailed technical 

specifications, to ensure operations use sufficiently high-tech manufacturing 

processes – a time-consuming procedure. A six-month approval process appears to 

be the minimum expectation.

ZED Mariel’s outlook for 2019 hinges on whether the Trump administration decides 

to lift its suspension on Title III of the 1996 LIBERTAD Act. The provision has never 

been enforced but it could allow U.S. citizens to sue international investors doing 

business in Cuba. Previous administrations have issued six-month suspensions but 

the current administration is now reviewing the provision on a fortnightly basis (as 

of April 3rd 2019). The U.S. is using the policy as leverage in an ongoing dispute over 

Venezuela.  
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Mexico
A new regime 

In June 2016, then-president Enrique Peña 

Nieto announced his administration’s 

plans to designate seven new special 

economic zones throughout southern 

Mexico, an impoverished region of the 

country. At the time, some policy analysts 

expressed scepticism about the policy’s 

lofty ambitions – nearly $50 billion worth 

of investment and 350,000 jobs within 

thirty years – especially given that the zones 

would be located in the least attractive 

parts of the country. Nonetheless, Mexico 

is an attractive location for international 

investors and well administered zones 

could prove to be successful.

Progress and promises were made throughout 2017. According to some estimates, 

$3 billion worth of investment had been committed, with a further eighty businesses 

expressing interest. But as the election of 2018 loomed and it became increasingly 

clear that left-wing candidate Andrés Manuel López Obrador was set to take power, 

concerns were raised about the long-term viability of the programme. 

Since taking office, the new administration has expressed scepticism about the 

previous model of special economic zones. “There are experts who have come to 

speak to us about the SEZs, the World Bank, the Inter-American Development Bank 

. . . [who say] establishing one SEZ is good, two maximum, but seven?” Those were 

the words of economic development minister Rafael Mollinedo, reported by Mexico 

Daily News, signalling the government’s intention to focus on the more strategically 

significant Isthmus of Tehuantepec, a region in the southwest which connects the 

Gulf of Mexico and Pacific Ocean.  

The Mexican business community is lobbying to keep the programme alive but the 

new administration has made its intentions pretty clear. Certainly, international evidence 

suggests that special economic zones are must successful when they are supported 

by a well-coordinated government strategy and situated in a location which has some 

inherent geostrategic value, such as Tehuantepec. Or, indeed, the northern border region. 

Northern Border 
Region Special 
Economic Zone

•  Situated in the state 
of Nuevo Leon

•  Corporate income tax: 
20%

• VAT: 8%

•  Minimum wage: $8.80 
per day

•  Fuel prices to match 
U.S. (Gallon of 
gasoline in Texas: 
$2.86)

YUCATÁN

CAMPECHE

TABASCO

COATZACOALCOS

SALINA CRUZ

PUERTO CHIAPAS

LÁZARO
CÁRDENAS Isthmus of 

Thehuantepec

Gulf of Mexico

Mexico’s seven Special Economic Zones
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“ Enterprises 
operating within 
the Northern 
Border Region 
Special Economic 
Zone will benefit 
from a reduced 
income tax rate 
of 20 percent 
(instead of 30) 
and VAT levied at 
8 percent (instead 
of 16).

”

In December of 2018, President Obrador announced that he would designate a 

massive strip of land throughout Nuevo Leon, the border state, as a special economic 

zone. The zone runs for 3,180 kilometres at a width of 25 kilometres. Enterprises 

operating within the zone will benefit from a reduced income tax rate of 20 percent 

(instead of 30) and VAT levied at 8 percent (instead of 16). However, workers in the 

region will earn a higher daily minimum wage ($8.80) than the rest of the country 

($5. 10). Fuel prices will also match those in the United States. The zone was officially 

operational from 1 January 2019. No extra registration procedures have been 

announced to register for operations within the zone.  A review is underway of the 

pre-existing special economic zones policy and is due to report in the summer. 
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Value of exports from free trade zones (USD millions)

Panama
Overlooked free trade zones  

More than 400 million tonnes of cargo pass through the Panama Canal each year, as 

the narrow intersection connects global trade from the Pacific Ocean into the Atlantic. 

Panama’s free trade zones try to benefit from this traffic by establishing themselves as 

logistics hubs for storage and transshipment. Colón Free Zone is the second largest in 

the world. Situated on the Atlantic side of the Canal, the zone is home to more than 

2,500 enterprises across 1,000 hectares from a vast array of countries moving more 

than $20 billion worth of cargo. 

The vast majority of commercial activity within Colón is import and re-export 

activity. In 2018, total commercial activity increased by 6.5 percent, including a 6.2 

percent increase in re-exports (valued at $11.1 billion). China is the largest source of 

imports into Colón. In 2017, the two countries established diplomatic relations and 

signed a free trade agreement. Telecoms giant Huawei has a global distribution centre 

within the zone. Likewise, Hikvision – the world’s largest manufacturer of video 

surveillance equipment – moved its Latin America distribution centre from Miami 

to Colón, opening an 8,000m2 warehouse that will store more $100 million worth of 

product. 

The nature of commercial cargo passing through the canal has implications for 

industries established within Panama’s free trade zones. There are 11 active free trade 

zones in Panama (a further 5 are currently inactive). These zones, of which the Colón 

Free Zone is not considered a part, operate on a small scale in terms of trade volume 

and are concentrated near the coastal cities of Colón (Atlantic side) and Panama 

(Pacific side). Provisional data for 2018 shows that total exports were valued at $79 

million, a 5.8 percent decline on 2017.
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Roughly a quarter of the companies established within these zones process 

finished or semi-finished products; around a third are service providers; and another 

third are in assembly or manufacturing. The most significant free trade zones in terms 

of active tenants are Corozal-Marpesca, Albrook and Panexport. 

The ongoing trade war between the U.S. and China has cast a long shadow over 

the outlook for 2019. Reporting from local news outlets suggest that first quarter 

cargo volume could be down as much as 15 percent for imports and 11 percent for 

re-exports. The downturn will have an effect on the wider economy, including service 

providers within free trade zones. However, these operators will be sure to welcome 

the introduction of a new digital Customs Management Integration System [SIGA]. 

The platform will enable zone users to exchange information with authorities, in 

order to speed up licensing and reporting procedures. Authorities in Colón Free Zone 

are also introducing digital and physical single window processes for all compliance 

procedures (including customs, banking and food safety).

“ Hikvision – the 
world’s largest 
manufacturer 
of video 
surveillance 
equipment 
– moved its 
Latin America 
distribution 
centre from 
Miami to 
Colon, opening 
an 8,000m2 
warehouse that 
will store more 
$100 million 
worth of product.

”
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Costa Rica
La Lima Free Zone 

Costa Rica has a dynamic and successful special economic zone sector. There are 

thirty zones – a mixture of manufacturing, service and industrial parks – spread 

across the country (though the vast majority are clustered around the capital city of 

San Jose). These zones are home to more than 300 enterprises, generating two thirds 

of gross national exports ($7 billion in 2015) and directly employing 82,000 people.

Doing Business in La Lima Free Zone 2019

Size 79 hectares

Available space 50.4 hectares

Rent
Industrial $8.98 per m2 (per month, inc. service fees)

Non-industrial $19.44 per m2 (per month, inc. service fees)

Minimum investment $150,000

Utilities
Electricity $0.048 per KwH

Water $3.50 per m3

Labour (Avg. monthly wage)

Industrial $553

Service/ 
administrative

$1,340

Nearest sea port 146km (Puerto Moin)

Nearest airport 44km (Juan Santamaria International Airport) 

 La Lima Free Zone is a manufacturing and services park situated in Cartago – a 

large city situated 25 kilometres southeast of the capital. The zone opened in 2015 and 

is spread over 79 hectares, with allocated plots available for lease (50 hectares remain 

unutilised). La Lima has successfully attracted advanced manufacturing companies 

into the zone. For example, German multinational Zollner Elektronik invested $10 

million in 2014 to build a 5,000m2 plant to conduct electronic manufacturing services. 

“ The new fiscal 
law, coming into 
force from July 
2019, does not 
levy VAT on free 
zone goods but 
does clarify that 
these companies 
will be forced to 
pay the negligible 
Education and 
Culture Stamp 
tax, at an annual 
cost of around 
$120.

”
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Such activities range from design and assembly to testing and repairs for clients 

throughout north and central America. In July 2018, Align Technology – a hi-tech 

American medical devices manufacturer – announced plans to open a multimillion-

dollar facility in La Lima. The site opened in March 2019, constructed by Costa Rican 

real estate developers Garnier & Garnier. That firm is planning to invest nearly $100 

million to create a new multi-site corporate centre over 8 hectares in the zone. The 

centre will create a hub for service sector enterprises, particularly in IT, engineering 

and R&D.

An important part of La Lima’s attraction for multination firms like Zollner 

Elektronik and Align Technology is the easy access to a large and well-educated 

workforce. Cartago is Costa Rica’s third-most populous city, with 160,000 inhabitants. 

The wider Cartago province has nearly 480,000 inhabitants. There are multiple 

universities and technical colleges which produce some 30,000 graduates each year. 

Given the relatively short drive, many people who live in the province actually work in 

San Jose. That creates an opportunity for firms to avoid the higher costs of the capital 

and bring jobs closer to the workforce. 

The zone’s proximity to the capital does, however, mean that it is situated nearly 150 

kilometres from the nearest port. The Port of Moin provides access to the Caribbean 

Sea. The port has a new $1 billion container terminal – inaugurated in March 2019 

– which boasts a 650-metre-long pier and capacity to handle 26,000 TEUs annually. 

The port’s easy access to the Panama Canal is a significant attraction. La Lima also 

has access to multiple national highways which connect to major trade routes, most 

importantly the Pan-American Highway. 

Costa Rica enjoys and benefits from a positive reputation as a politically reliable 

investment location. However, in October 2018 there were serious concerns that, 

facing a major fiscal crisis, the government would be forced by parliament to start 

levying VAT on goods and services exported from free zones. The government was 

able to avoid this outcome but the uncertainty caused concern about the future 

implications of the ongoing fiscal crisis. The new fiscal law, coming into force from 

July 2019, does not levy VAT on free zone goods but does clarify that these companies 

will be forced to pay the negligible Education and Culture Stamp tax, at an annual 

cost of around $120.

“One of the main 
reasons why 
we decided to 
develop the La 
Lima Corporate 
Center in Cartago 
is for the 
qualified human 
resources… It 
is a population 
with an excellent 
academic, 
multilingual level 
and one of the 
best literacy rates 
in the country.”

Philippe Garnier,  

CEO of Garnier & Garnier
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South America
The prospect of recession looms over Argentina and Brazil in 2019/20. Both countries are also 

grappling with the need to reform aspects of their free zone regimes in order to manage wider 

economic challenges. Interior countries are upgrading coastal links. Paraguay is relocating a free 

zone closer to its new container port in Rosario (Argentina), on the Paraná River; while Bolivia is 

building a road from La Paz to Tacna, a free zone in southern Peru. A major policy development 

in 2019/20 could be the finalisation of an EU-Mercosur free trade agreement. A deal would save 

billions in tariffs and open up new markets for South American exports.

INCENTIVES AND REQUIREMENTS

 ZONES CORPORATE TAX OTHER TAXES CUSTOM DUTIES IMPORTANT 
REQUIREMENTS

DOMESTICATION 
REQUIREMENTS

Argentina 10 30% None

None on  value-
added goods or 
goods with no 
local content

None None

Bolivia 11 0% Municipal taxes and 
incentives may apply None None None

Brazil (Export 
Processing 

Zones)
19

75% reduction on 
Corporate Income 

Tax (North and 
Northeastern 

regions)

State and municipal 
taxes may apply None Minimum 80% export 

requirement None

Brazil 
(Manaus Free 

Trade Zone)
1

75% reduction on 
Corporate Income 

Tax

Reduction between 
55-100% on 

ICMS state tax.                     
Municipal taxes also 

apply.

Up to 88% 
reduction on the 

Import Tax
None None

Chile 3 0% None None Minimum investment of $5 
million None

Ecuador 4
5% deduction 

(normally levied at 
22-28% rate)

None None None None

Paraguay 2 0.50% None None

Minimum 90% 
export requirement.                            

Higher corporate taxes 
apply for revenue generated 

from Paraguay

None

Uruguay 11 0%

Employee social 
security tax 

contributions 
(12.625% of salary)

None None

75% Uruguayan 
employees. 

(Special 
exemption 
available.) 

Peru 
(CETICOS) 3 0% None None Minimum investment of $5 

million
Maximum 20% 

foreign employees

Colombia 116 20% None None
Minimum investment and 
job creation requirements 

apply
None
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Brazil
Rumblings in the jungle

Brazil’s economy is still emerging from the shadow of the worst ever recession in its 

history, exacerbated by a political crisis that has undermined investor confidence. 

Economic growth in 2018 was weak at just 1.1 percent and official forecasts for 2019 

have been revised down from 2.5 to 2.2 percent. 

Brazil’s free zone sector is bifurcated into two regimes. There are 19 active export 

processing zones spread across 17 federation units, mostly in the south of the country. 

In the north lies the 100,000-hectare Manaus Free Trade Zone [MFTZ]. Located in the 

sprawling, isolated state of Amazonas, the MFTZ was established in the 1950s to spur 

economic development.

The recession affected the region badly. The number of people employed within free 

zone enterprises fell by 30 percent between 2014 (123,000) and 2016 (85,000), while 

average wages were depressed. Revenues also fell, by 15 percent from $18 billion in 

2014 to $15 billion in 2016. In the last two years, however, the situation has stabilised. 

In 2018, revenue climbed to a five year high of $19 billion, though employment is 

recovering more slowly.

The MFTZ is set within the Amazonian jungle. 

The region is not connected to Brazil’s national road 

network. Goods have to be transported in and out of 

the region either by air or through the Amazon river, 

thus raising logistics costs. Businesses refer to this as 

the “Custa Amazonica”: the cost of doing business 

in the Amazon. Transporting goods to the urbanised 

south and southeast of the country, or to the coast for 

overseas export, requires some element of shipping to 

either Porto Velho (in the east) or Belém (in the west).

Thus, the fiscal incentives are essential to maintaining 

the profitability of operations. In July 2018, the previous administration announced 

that it was effectively cutting tax credits paid to major soft drinks syrup manufacturers 

– such as Coca-Cola and Ambev - in order to pay for financial concessions to the 

trucking industry, which had brought the country to a grinding halt with a 10-day 

strike in May 2018. Despite the government reducing the size of the cut and agreeing 

to delay its implementation, PepsiCo announced in December that it was closing its 

Average monthly MFTZ wages

Electrical engineering/manufacturing $1,450

Metals $1,474

Wood work $639

Garments & Footwear $455

Textiles $426
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syrup factory in the MFTZ.  The soft drinks industry argues that without subsidies the 

MFTZ is not a viable place to do business. Eyes will be on Coca-Cola to see whether it 

retains its large Manaus operation for the long-term.

With Brazil’s system of sector-specific tax breaks, these industrial disputes over 

niche taxes could be a sign of things to come as Brazil grapples with a large public 

deficit. In February, President Bolsonaro’s administration introduced plans to save 

$250 billion over ten years in state pension payments. Such reforms are always 

politically challenging. Without them, however, the government fears the country 

could slide back into recession in 2020 with interest rates potentially doubling.

MFTZ Distribution Logistics

Routes to Southeast and South of Brazil:

•  Manaus > Porto Velho > Cuiabá > Campo Grande > São Paulo: average from 7 - 10 days 
(River-road)

• Manaus > Belém > Goiânia > Porto Alegre: average from 10 - 12 days (River-road)

• Manaus > Belém: 4-5 days (by way of Amazon river)

• Manaus > Porto Velho: 3 days (by way of Madeira river)

• Manaus > Boa Vista: 12-14 hours (highway) or 1 hour (airlift)

*River-road is most used mode of transportation

“ The soft drinks 
industry argues 
that without 
subsidies the 
MFTZ is not a 
viable place to 
do business. 
Eyes will be on 
Coca-Cola to see 
whether it retains 
its large Manaus 
operation for the 
long-term.

”

MTFZ Industrial Sectors

Computer Goods
21%

Electronics 
Manufacturing
29%

Chemicals
12%

Automotive
14%

Thermoplastics
6%

Other
18%
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Temporary Export Tax

 •  From January 2019 
to December 2020, 
a 12% duty will be 
levied on the FOB 
export price of 
“primary products”, 
subject to a cap of 4 
pesos per USD of the 
official FOB price

•  For other products, 
the cap is 3 pesos per 
USD

Argentina
Free zone regime needs reform 

Argentina was hit by a currency crisis and soaring inflation in 2018 which forced the 

economy into recession. The peso lost 50 percent of its value against the dollar and 

inflation rose by more than 40 percent, fuelled by a lack of investor confidence in the 

indebted nation. The IMF has provided a $57 billion bailout fund – its largest ever – 

to support monetary and fiscal operations. The economy is expected to remain in 

recession in 2019.

Source: World Bank Ease of Doing Business

The crisis is putting pressure on Argentinean firms, including those within the 

free zone sector. The government introduced a temporary 12 percent export tax, 

which came into effect in January 2019. Exemptions from export duties only apply to 

exports which use inputs imported from third party countries or have value added. 

Furthermore, with an upcoming election in October and inflation still high, in 

February 2019 the government announced that it would bring forward the planned 

minimum wage increase.  As of March, the national minimum monthly wage is 12,500 

pesos (around $285). 

Border Compliance Procedures (hours)
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60
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 Latin America & Caribbean
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“ The crisis is 
putting pressure 
on Argentinean 
firms, including 
those within the 
free zone sector. 
The government 
introduced a 
temporary 12 
percent export 
tax, which came 
into effect in 
January 2019.

”

Aside from these broader economic circumstances – or especially because of them 

– Argentina’s free zone sector is not very competitive. A corporate tax rate of 30 percent 

is far above anything else levied in South America. Furthermore, free zone companies 

face stringent barriers on which goods they can sell to the domestic market. And the 

efficiency of customs procedures, especially for imported goods at ports, is a strain on 

productivity. There is no national authority responsible for managing and developing 

the free zone sector; it is managed at the regional government level. The lack of 

centralised coordination, development and promotion of the sector contravenes 

global best practice.

On a more positive note, 2019 could see the finalisation of a free trade agreement 

between the EU and Mercosur. (Mercosur is a trade area which includes Argentina, 

Brazil, Paraguay, Uruguay, and Venezuela.) The deal has been under negotiation for 

nearly two decades but a deal appears close. Such an agreement would save millions 

in tariffs on EU-Argentina trade (worth around $19 billion) and open up new export 

markets. Tariffs currently exist on a number of goods, including: soy products, raw 

hides and skins, biodiesel and mineral fuels, among other things. The corporate 

income tax rate is also set to be reduced from 30 percent to 25 percent in 2020.
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Colombia
Free zones key to diversification 

There are two main kinds of free zone in Colombia: permanent free zones and special 

permanent free zones. Permanent free zones are multi-user sites, managed by a zone 

developer. Special permanent zones are individual investment projects situated 

around the country which have been granted this status. In total, there are nearly 

1,000 users operating across 116 zones; 38 are permanent zones and 68 are special. 

Permanent free zone investment requirements1

Total Assets Investment Amount Direct Jobs

$0 - $140,000 $0 7

$140,000 – $1,400,000 $277,000 20

$1,400,000 – $8,300,000 $1.4 million 30

More than $8,300,000 $3.2 million 50

These zones are a small but important part of Colombia’s economy. In 2018, free 

zone exports increased by nearly 25 percent to $2.8 billion. That represents just 7 

percent of total exports (worth $41 billion). However, if you remove the oil sector 

from the equation, that figure doubles to 15 percent of total exports. The free zone 

sector directly supports 59,000 jobs and a further 82,000 opportunities indirectly. Like 

many other oil exporting nations, the “new normal” of a lower oil price has focused 

the attention of policymakers in Colombia on economic diversification. Free zones 

have proven that they can deliver investment in the manufacturing, agrobusiness and 

service sectors. Around half of the zones are concentrated in the industrial sector, a 

third in services and the rest in agroindustry.

The United States is Colombia’s most significant export destination. Nearly 40 

percent of free zone exports in 2018 went to the U.S.; 19 percent went to Puerto Rico; 

1  Values sourced from the government’s ProColombia website, which provided approximate values based on USD/Peso exchange rates at the time of production 

(2019). Companies must achieve these requirements within 3 years of the project  | ProColombia website
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“ These zones 
are a small but 
important part 
of Colombia’s 
economy. In 
2018, free 
zone exports 
increased 
by nearly 25 
percent to $2.8 
billion.

”

4 percent to Brazil and the rest other countries. Given that Colombia is so dependent 

on the U.S. importing its goods, exporting businesses will be particularly attuned to 

American economic growth, particularly into 2020, when some analysts predict a 

slow-down, or even a recession, could occur. 

Infrastructure competitiveness

Quality of Roads 3.0

Quality of railroad infrastructure 1.5

Quality of port infrastructure 3.8

Quality of air transport infrastructure 4.1

Quality of electricity supply 4.8

Quality of overall infrastructure 3.1

World Economic Forum (2017-18), scores out of 7

The government is pursuing a major long-term infrastructure investment 

programme. The $25 billion Fourth-Generation road programme began in 2014 

and envisions the construction or upgrading of 8,000 kilometres of road. According 

to Global Construction Review, the administration plans to have 70 percent of the 

projects financed and in-development this year. Given the congestion and topography 

of Colombia’s roads, air travel is an important logistics modality. According to U.S. 

International Trade Administration, there are nine airports in the country which the 

National Infrastructure Agency is working to expand and modernise. The government 

is seeking public-private partnerships to fund investment in these infrastructure 

projects.
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Uruguay
South America’s services hub?

In 2018, Uruguay’s 11 free trade zones generated exports valued at $2.2 billion; an 

increase of 14 percent on the year before and nearly a quarter of the country’s total 

exports. There are around 14,000 people employed across 1,150 enterprises. These 

firms operate in the services (34 percent), trading (29 percent), manufacturing (26 

percent), and commercial (11 percent) sectors. 

The manufacturing sector is comprised 

of just 14 firms which support 1,500 jobs. 

Two firms in particular dominate this 

sector. Montes del Plata and UPM (of 

Finalnd). These firms export the majority 

of Uruguay’s $1.5 billion cellulose 

industry, more than a third of which is 

sent to China. UPM is investing more 

than $1 billlion to develop a second pulp 

plant. The government is authorising 

the creation of a new 350-hectare free 

zone in  Pueblo Centario that will enable 

the firm to expand its operations while 

maintaining the benefits of the existing 

regime.

By contrast, the services sector 

supports a much greater number of 

jobs (10,250 in 2016) and has enabled 

small and medium sized enterprises to 

flourish. Of the 625 firms in the sector, 35 

percent are staffed by a single indivudal; 29 perecnt by 2-4 persons; and 15 percent 

by 5-9 persons. Uruguay is a small country. Its internal market is not big enough to 

support a significant manufacturing sector and the government relies on public-

private partnerships for infrstructure investment. Inevitably, this investment is more 

geared toward facilitating overseas exports in agroindustry and bioindustry. For 

example, as part of its new pulp project, UPM will invest in upgrading rail, road and 

port infrastructure. While Chinese conglomerate BaoMa is investing $250 million to 

construct a duty-free zone port, shipyard and fish processing factory in Punta Yegua.

Share of exports, jobs & firms by sector
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Commercial
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“ Free zone 
enterprises will 
now be able to 
provide a range 
of services to 
Uruguayan 
non-FZ users, 
provided that the 
service recipient 
is a company 
paying corporate 
income tax in 
Uruguay.

”

Service Sector Exports (2016)

Service sector Exporting Firms Value of Exports (millions)

Administrative and Support 
services

21 $475

Financial services 88 $279

Professional services, Science 
& Technology

154 $238

Information & Communication 45 $216

Transportation and Storage 
services

29 $122

Other service activities 11 $64

Real estate 2 $10.38

Accommodation services 1 $2.21

Arts, entertainment and 
recreation

2 $2.04

Administrative and support activities dominate the service sector; along with 

financial services, professional services, and ICT. In March 2018, the government 

introduced reforms of the free zone regime which could boost these activities. Free 

zone enterprises will now be able to provide a range of services to Uruguayan non-

FZ users, provided that the service recipient is a company paying corporate income 

tax in Uruguay. Furthermore, the reform includes a provision that income generated 

from intellectual property will be tax exempt. This could help to attract more high-

tech businesses.The vast majority of service activities are carried out in Zonamerica 

and Aguada Park zones. Combined, they generate 95 percent of service sector exports 

and support 9,500 jobs. Average remuneration in these zones is $3,486 and $2,165 per 

month respectively. 
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Peru
Tacna Free Trade Zone  

Tacna Free Trade Zone is not one of the three special 

entities designated as export, transformation, industry, 

marketing and service centres (Centros de Exportación, 

Transformación, Industria, Comercialización, y Servicios) 

and known by their Spanish acronym as CETICOS. It is the 

only free trade zone (FTZ) in the country.

ZofraTacna’s main advantage is its proximity to both 

the Chilean border and the Port of Arica (in Chile), 

which is 60 kilometres away. Peru imports $1.4 billion 

worth of goods from Chile, covering a wide range of 

categories, including foodstuffs (13 percent), metals 

(11 percent), and paper goods (8 percent). It primarily 

exports minerals, metals and chemicals to Chile. Since 

2009, a free trade agreement has been in effect between 

the two countries. Peru is also a member of the Andean 

Community, which significantly reduces trade barriers 

with Bolivia (which is around 150 kilometres from 

Tacna).  

The zone is well-serviced by multi-modal transport 

links. The capital city of Lima is 1,300 kilometres north-

west along the coast. There is an airport in Tacna which 

connects to the capital in 90 minutes. In July 2018, the 

government announced that it was providing $600 

million to fund investment in the construction or 

upgrading of 5,500 kilometres of road. This includes 

finance to complete the Peruvian half of the 300 

kilometre Tacna-La Paz highway. The bilateral project 

was launched in 2016 and will connect Tacna with the 

Bolivian capital. Peru also has a well-regarded national 

rail network. Cargo traffic on this network is dominated 

by the mining sector. There are plans to build a $576 

million, 140 kilometre rail link between Puno (in the 

east) and the Port of Matarini, financed by Chinese 

ZOFRATACNA

Size 360 ha

Availability 65%

Plot sizes 
Sheds and lots: 675m2
Offices: 30–76m2

Rent From $0.60 per 1.6m2

Facilities
Plots are equipped with 
electricity, water, drainage and 
fibre optic

Electricity $0.32 per kWh

Water $0.70 per m3

Minimum wage ~$280 per month

Nearest port 54 km

Nearest airport 3 km

Current activity (2018)
Warehousing (87%)
Industrial (13%)

TACNA

AREQUIPA

Puno

Moquegua

Ilo District

Desaguadero

Tiwanaku

Putre

Copacabana

Coroico

Caranawi

ARICA

LA PAZ
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mining group MMG. The Peruvian government depends on private concession deals 

to channel investment into the transport sector, a model which has successfully 

attracted more than $5 billion in recent years.

Despite these geographic advantages, current occupation of ZOFRATACNA is less 

than 40 percent. One key reason for this is a clause in the Peruvian constitution which 

prohibits foreign ownership of any kind of assets or property within 50 kilometres  of 

the border. However, zone administrators are lobbying hard to ensure that the zone 

is finally exempted from this provision in 2019. According to reporting by Diario 

Correo, the president of the Chamber of Commerce, Industry and Production of 

Tacna claims to have received favourable backing from congressional commissions 

and government ministries. 

Furthermore, the range of permitted activities within the zone is relatively limited. 

It includes agroprocessing, “maquila” and assembly, and a number of service 

activities. If passed, a parliamentary bill proposed in 2016 would expand this list but 

there is no clear inidication of whether that will happen in 2019. 

ZOFRATACNA is in competition with Iquique Free Trade Zone in Chile which is 

300 kilometres south from Arica. International investors export some $20 million 

worth of goods into Peru from that zone. There is a recognition among administrators 

and officials that these regulations serve as a serious restriction on the zone’s growth 

prospects.

“ Despite these 
geographic 
advantages, 
current 
occupation of 
ZOFRATACNA 
is less than 40 
percent. One 
key reason for 
this is a clause 
in the Peruvian 
constitution 
which prohibits 
foreign 
ownership of any 
kind of assets or 
property within 
50 kilometres of 
the border.

”





Sub Saharan
Africa



106 | GLOBAL FREE ZONE REPORT 2019 | EAST & CENTRAL AFRICA

East & Central Africa
The countries of East and Central Africa tend to be less industrialised and wealthy than their western 

counterparts. Whereas oil dominates the west, agriculture and minerals (to a lesser extent) are 

more prevalent in the east. This is reflected in the special economic zone sector, where countries 

are competing to attract agro-processing firms. Tobacco, coffee, tea and legumes are all significant 

agriproducts. Kenya’s garment industry stands out as a manufacturing hub with growth prospects. 

Across the region, however, high electricity costs and poor infrastructure are holding businesses 

back. A significant number of licence holders appear to be inactive. 

INCENTIVES AND REQUIREMENTS

 ZONES CORPORATE TAX OTHER TAXES CUSTOM DUTIES
IMPORTANT 

REQUIREMENTS
DOMESTICATION 
REQUIREMENTS

Angola 2
Up to 100% exemption 
on Industrial Tax for 

up to 10 years

Consumption tax: 
standard 10% rate for 
products and 5% rate 

for services

Exemption on 
import duties on 
raw materials for 

5 year period. 
Likewise for 

machinery and 
equipment over a 

10 year period.

Minimum investment 
of $1 million for 
foreign entities. 

$500,000 domestic  
minimum

70% domestic 
inputs (Zone A)

Burundi 1 None None None None None

Democratic 
Republic of 

Congo
1

100% exemption for 
first 6 years. Levied 
at 5% for years 7-10. 

Then 15% permanently

Dividend tax at 5% 
from years 7-10. Then 

10% permanently.

Ethiopia 13

Business Income Tax 
exemption for up to 

9 years depending on 
sector and location

Withholding tax 
levied at 3% 

None

Minimum investment 
of $200,000 in 

manufacturing and 
agricultural sectors

None

Uganda 14

100% exemption 
on income from 

exported goods for 
first 10 years. Levied 

at 30% thereafter.                                                
100% permanent 

exemption on agro-
processing income.

VAT rate at 18% 
payable. (Exemption 
on selected services 

and supplies.) 

None

Incorporation in 
Uganda. 80% export 

minmum requirement 
to qualify for 10-year 

tax holiday

None

Kenya 71
100% exemption for 

first 10 years. Levied 
at 25% thereafter

None None 80% export minimum None

Tanzania 
(Special 

economic 
zones)

56

30%
Withholding dividend 
tax at 10%. Local taxes 

may also apply.
None

$500,000 minimum 
investment for foreign 

investors.
None

 Tanzania 
(Export 

processing 
zones)

100% exemption 
for 10 years. Levied 

at prevailing rate 
thereafter

None None

80% export minimum, 
encompassing 
value addition.                            

Minimum export 
turnover of $500,000 

(for foreign investors)

None
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Tanzania
Stuttering progress

Tanzania has significantly increased its attractiveness as an FDI location over the 

last decade. Investment more than doubled from $580 million in 2007 to $2 billion 

in 2013. Since then, however, foreign capital flows have steadily decreased while the 

rate of economic growth has slowed. These fluctuating fortunes are reflected in the 

special economic zones sector, where many firms have struggled to get investments 

off the ground. 

In total, nearly $1.3 billion has been invested into export processing zones (EPZs) 

and special economic zones (SEZs). Tanzania contains both EPZs and SEZs, though 

the fiscal incentives within export processing zones are considerably more attractive. 

There are 118 companies operating in 56 zones, most of which are licenced private 

locations and there is a nearly equal portion of foreign and domestic firms. 

Tanzania Special & Export Processing Zones

Ownership
Size 

(hectares)
Location Status

Annual Rent 
(per m2)

Nearest 
Sea Port

Nearest 
Airport

Bagamoyo SEZ Public 9,000 Bagamoyo In development $0.25 - $0.60 On-site 75km

Kamal Industrial 
Estate SEZ

Private 112 Bagamoyo Operational $79 50km 58km

Kigoma SEZ Public 3,000 Kigoma In development / 1,302km 795km

Benjamin William 
Mkapa SEZ

Public 26 Dar es Salaam Operational / 10km 12km

Millennium Business 
Park

Private 3 Dar es Salaam Operational $48 9km 14km

HIFADHI EPZ Public 9.3 Dar es Salaam Operational $48 - $72 12km 14km

Global Industrial 
Park EPZ

Private 25 Kisemvule Operational $40 45km 47km

Kisongo EPZ Private 49 Arusha Operational
$12 

(purchase)
450km 650km

Agro-processing firms dominate the sector (39 percent of firms). After gold, 

vegetable products and foodstuffs are the country’s most valuable exports. These 

include nuts, tobacco, coffee, and legumes. The Export Processing Zones Authority 
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“ …Tanzania 
contains both 
EPZs and SEZs, 
though the 
fiscal incentives 
within export 
processing zones 
are considerably 
more attractive.

”

[EPZA] is keen to attract investors willing to invest in its pulses sector and help expand 

exports – Tanzania currently exports 74 percent of its legumes to India (worth $78 

million). Encouraging value addition activities in the broader agriculture sector is a 

strategic priority for the government.

Nearly one third of zone-based firms are invested in the engineering sector; 21 percent 

are in the textiles industry; and the remainder are in mineral processing. Apart from gold, 

Tanzania exports a small amount of petroleum, copper and precious metal ores. 

Legal Minimum Monthly Wage by Sector

Agriculture $43

Health $57

Construction $107 – $140

Mining & Prospecting $172

Trade, industry and commerce $49

Others $43

Ministry of Labour & Employment

In October 2018, the EPZA announced that it was revoking the licences of three investors 

and putting more on notice due to their failure to support Tanzania’s industrialisation 

agenda, according to reporting by The Citizen. Joseph Simbakalia, EPZA Director 

General, is quoted as saying: “…only seven Dar es Salaam-based licenced investors out 

of 20 were faring well” by this criteria.  However, this is not a new phenomenon. A 2016 

primary study by the UN’s World Institute for Development Economics Research [UN-

WIDER] surveyed a number of EPZA licensees. The researchers found that many firms 

which held licences were not operational or had ceased operations. Key reasons for 

this included: unreliable and expensive utilities (especially electricity); labour costs; 

transaction costs associated with regulatory compliance. 

A major development project is underway in Bagamoyo, on Tanzania’s coast, 60 

kilometres north of Dar es Salaam. Chinese port operator China Merchants Holdings 

is overseeing the development of a $10-billion port, with partial funding from the 

Omani sovereign wealth fund. The port has the potential to become the biggest 

container port on the continent and is expected to be operational by 2021. The 

Bagamoyo development will include a special economic zone which is expected to 

attract significant Chinese investment in the agribusiness sector.
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Nairobi National Park
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Export Processing  
Zone Athi-River 

Kenya
Opportunities in the garment sector 

Without significant natural resources, Kenya feels 

the pressure of expanding its export-oriented 

manufacturing base more keenly than its African 

peers. The Export Processing Zone [EPZ] programme 

was established in 1990 to fulfil that aim. Since then, 

however, Kenya’s trade deficit has widened from 5 

percent of GDP to 11.5 percent (2017).  There are 

currently 131 licenced enterprises operating in 71 

designated zones, according to data from the most 

recent performance report published by the Export 

Processing Zone Authority (EPZA). 

Under the programme, firms can acquire an EPZ 

licence at a cost of $1,000 per annum and set up 

operations anywhere across Kenya. However, more than half of the current licensees 

(67 out of 131) are established within Athi River EPZ, one of five publicly managed 

zones (along with Kinanie, Kipevu, Samburu and Homabay Counties). 

Athi River EPZ is located 32 kilometres from Nairobi, the capital; 21 kilometres 

from the nearest international airport; and 470 kilometres from the Port of Mombasa. 

Space within Athi River is competitive due to its proximity to the capital and the 

surrounding infrastructure. Government-owned warehouses covering 1.5 hectares 

have been fully occupied. In February 2019 the EPZA announced a “Use it or lose it” 

policy, affecting as many as 41 investors within the zone. The EPZA has a further 2.6 

hectare of land under development and multiple private developers are also building 

warehouses, which should lead to increased availability in 2019. 

Agro-processing and textiles are the largest industries within the EPZ sector. Kenya 

is a significant producer of tea, coffee, legumes and tobacco, among other products. 

EPZ agro-processing firms export products worth $145 million using domestic inputs 

worth $126 million, demonstrating the lack of value-added in this sector. The garment 

sector, by contrast, generates exports worth $369 million from inputs worth $105 

million. These figures are insignificant in the context of the wider global garment 

manufacturing sector but suggests there is an emerging hub in Kenya. 

The industry has benefited hugely from market access to the United States under 

the 2000 African Growth and Opportunity Act. Nearly 55 percent of EPZ exports go to 

the U.S. (mostly garments) – that was worth $320 million in 2017, up from $282 million 

in 2013 but down from $359 million and $339 million in 2015 and 2016 respectively. 

These data suggest that if Kenya’s garment sector is to continue expanding it will need 

to find new export markets, especially if U.S. growth slows.

“ EPZ agro-
processing 
firms export 
products worth 
$145 million 
using domestic 
inputs worth 
$126 million, 
demonstrating 
the lack of value-
added in this 
sector. 

”
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A key challenge facing all sectors is the inefficiency of trade logistics within 

Kenya. An EPZA survey of zone operators found that 17 firms complained about the 

burden of complying with customs regulations or inefficiencies with port and railway 

transport. A new $3.6 billion Chinese-built standard gauge railway [SGR] was opened 

in 2017, connecting the Port of Mombasa with Nairobi, but it is underused due to 

high costs. In 2019, the cost of transporting a 20-foot container from Mombasa to 

Nairobi will increase to $508 from $347. Firms that rely on importing raw materials 

for their operations are particularly affected, as the costs of transiting cargo from 

the SGR terminal to end-usage point plus returning the cargo container are proving 

unaffordable for many businesses. Data from the World Bank’s 2019 Doing Business 

report shows that importing procedures at Mombasa Port can take up to 240 hours 

at a cost of nearly $950.  The government has acknowledged these problems and is 

taking steps to limit the number of agencies which can conduct cargo checks within 

Mombasa Port.

Kenya Power Tariff (2018/19)

Customer Type
Energy Limit 

(kWh/month)
Charge Method Unit Charge rate

Small 
commercial

0 – 15,000 Energy USD/kWh $0.15

Commercial-
industrial (CI1)

>15,000
Energy
Demand

USD/kWh $0.12

USD/kVa $7.92

Commercial-
industrial (CI2)

No Limit
Energy
Demand

USD/kWh $0.11

USD/kVa $5.15

Commercial-
industrial (CI3)

No Limit
Energy
Demand

USD/kWh $0.10

USD/kVa $2.67

Commercial-
industrial (CI4)

No Limit
Energy
Demand

USD/kWh $0.10

USD/kVa $2.18

Energy Regulatory Commission - August 2018

2018, Kenya’s Energy Regulatory Commission published a new tariff regime which, 

according to Kenyan analysts, further reduces the competitiveness of Kenya as an 

investment location at a time when its regional neighbours are reducing costs.

“ In 2019, the cost 
of transporting a 
20-foot container  
from Mombasa to 
Nairobi  
will increase  
to $508  
from $347.

”

44,000 
jobs 

1,760 per 
fitm on 
average

Exports 
worth 
$369 

million

~$1,800 
average 
annual 
wage

$160 
million 
invest-
ment
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Uganda
Free zone sector takes shape 

The Uganda free zone programme was established in 2016, amid intense regional 

competition to attract investment in the manufacturing and agro-processing sectors. 

Agriculture generates 25 percent of Uganda’s GDP (roughly $26 billion) and nearly 70 

percent of employment. 

By all available metrics, the sector is showing positive signs of growth. According 

to data from the Uganda Free Zones Authority ‘s (UFZA) annual report, at the end of 

financial year 2017/18, there was a total of 14 declared free zones (up from eight in 

2016/17). Total investment stood at $39 million – most of it spent on utility installation 

costs, plant and machinery, and prefabricated factory buildings. Furthermore 7,649 

jobs had been created: 90 percent of them for Ugandans, mostly concentrated in 

the semi-skilled category. The free zone sector generated just $50 million worth of 

exports in 2017/18. A significant proportion of these earnings were from flowers; and 

more than half of free zone exports went to the Netherlands. 

Uganda Free Zone Sector in FY 2017/18

Investment

• 39 million invested by 12 firms

•  Nilus Group (tobacco) and China-Africa Industrial Cooperation accounted 
for 66% of investment

Jobs
• 7,649 people employed in the sector

• 90% of them Ugandans

Exports
• $50 million worth of exports 

• Flowers generated the most export value

Realisation
• Just 7% of planned investment realised

• 45% of planned job creation realised

Despite these encouraging numbers, Ugandan administrators will be concerned by 

the low rate of investment realisation in the sector. While nine out of the 14 declared 

free zones were operational (or 65 percent) last year, just 7 percent of planned 

investment was actually realised: $39 million from $557 million. The UFZA attributes 

this to investor uncertainty about a potential tax holiday extension. According to current 

policy, there is a 10-year income tax holiday for free zone firms which export at least 80 

percent of their finished consumer and/or capital goods.  The government also offers a 

100 percent tax exemption on income generated from agro-processing activities.
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Investors should look out for a new minimum wage policy due to be implemented 

in 2019. The Ugandan parliament passed the Minimum Wage Bill (2015) in February. 

The policy sets out a process for a wage board to recommend minimum wages for 

different classes of workers in different sectors. The current minimum wage was 

instituted in 1984 and has not been updated to reflect inflationary changes since then. 

A survey conducted in 2014 by the Platform for Labour Action found that daily wages 

range between $0.50 for unskilled workers and up to $4 for semi-skilled workers.

Uganda has some major free zone projects in the pipeline for 2019/20.  In October 

2018, Ugandan officials signed an agreement with the UAE to establish a 2,500-hectare 

agricultural free zone. Private firms from the UAE will set-up agricultural production 

and processing facilities in the zone, which will create supply and service opportunities 

along the value chain. In August 2018, production began on the Uganda-China 

(Guangdong) Free Zone of International Industrial Cooperation. The site will host 

a $620 million plant manufacturing fertiliser and bricks. These major investment 

projects will be an important test of Uganda’s infrastructure capacity.

“ Investors should 
look out for a 
new minimum 
wage policy 
due to be 
implemented 
in 2019. The 
Ugandan 
parliament 
passed the 
Minimum Wage 
Bill (2015) in 
February.

”
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Angola
Luanda-Bengo Special Economic Zone 

Luanda-Bengo Special Economic Zone [Luanda-Bengo] opened in 2009 on the back 

of an oil boom fuelled by Chinese investment. Oil accounts for nearly 90 percent of 

total exports – worth $26 billion in 2017 – nearly 70 percent of which goes to China. 

Situated just on the outskirts of Luanda – the coastal-lying capital of Angola – the 

8,400-hectare zone was established (with the help of Chinese credit) to help diversify 

the economy, expand the domestic manufacturing base and reduce imports. 

Sonangol Investimento Industrial is a subsidiary of the state oil company which 

manages the zone. They have spent more than $450 million on developing industrial 

units and surrounding infrastructure. Yet, despite this significant investment, the 

zone has failed to match the scale of its ambition and has become a financial drain 

on its administrators. These troubles reflect a wider crisis in the Angolan economy.

The long-term downward adjustment of global 

oil prices has seen the value of the Angolan kwanza 

(against USD) fall by more than 50 percent over the last 

few years, making raw material imports more expensive 

and causing sharp rises in inflation. There is also an on-

going liquidity crisis, whereby importers can’t get timely 

access to U.S. dollars to purchase necessary inputs. 

As a result of these factors, a number of firms within 

the zone have struggled to remain active. In May 

2018, multiple local outlets reported the president of 

the Democratic Trade Union of Industry, Retail and 

Services, Carlos Neto, suggesting that some 66 out of 

76 factories within Luanda-Bengo were idle. In 2019, 

the government plans to sell its stake in seven factory 

sites within Luanda-Bengo – most of them idle but with 

valuable fixed capital – in order to raise $80 million and 

recoup initial capital investment. This is part of a wider 

strategy of fiscal consolidation by the government.

Doing Business in Luanda-Bengo SEZ

Opened 2009

Size 8,400 hectares

Available space 64 hectares

Annual rent per m2 (inc. 
service fees)

$216

Licence application fee $3,000

Minimum investment
$1 million (for foreigners to 
access fiscal and customs 
benefits)

Domestication requirements 70% local service inputs

Utilities
Electricity $0.0322 per kWh

Water $1.00 per m3

Nearest sea port 30 km (Port of Luanda)

Nearest air port
28 km (Quatro de Fevereiro 
International Airport)

Source: Global Free Zone Report 2019
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Investment opportunities in Luanda-Bengo 2019

Company Sector Status Size Notes

Univitro Glass 
manufacturing

Operational 4 ha Facility has 
capacity to 
produce 48,000 
square meters of 
glass each year. 

Juntex Construction 
(cement glue) 

Operational 3.2 ha Capacity to 
produce 65,000 
tonnes per year. 
Equipped with a 
fleet of trucks.

Carton Cardboard 
manufacturing

Not operational 5.2 ha Capacity to 
produce 4.5 
million sheet 
units of card 
each year. No 
equipment 
currently 
installed.

Absor Diapers and 
wipes

Not operational 2.5 ha Capacity to 
produce 250 
million units 
per annum. 
No equipment 
currently 
installed.

Indugited Hygiene 
products 
(shampoos, 
liquid detergents 
etc.)

Not operational 3.2 ha Capacity to 
produce 21 million 
units per annum. 
No equipment 
currently 
installed.

Coberlen Blankets, sheets 
and towels 

Not operational 1.7 ha Capacity to 
produce 576,000 
units per annum. 
No equipment 
currently 
installed.

Saciango Bags of cement Operational 1.7 ha Capacity to 
produce 85 
million units 
per annum. 
Equipment tested 
at 95 percent. 
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Aside from macroeconomic circumstances, the minimum requirements to access 

fiscal and customs incentives under the Angolan special economic zone regime are 

more onerous than regional competitors. For example, there is a $1 million minimum 

investment level in Luanda-Bengo for foreigners compared to $500,000 in Tanzania. 

Furthermore, the value of these benefits varies according to how closely they meet the 

industrial development priorities of the government. Necessarily, then, this reduces 

the scope of potential investors who will be enticed by the regime.

Despite challenging times, however, Luanda-Bengo might still prove to be 

an attractive location for international investors in 2019. Its proximity to the 

capital city and the Port of Luanda, as well as robust surrounding utilities and 

logistics infrastructure are all significant plus factors. In January 2019, automotive 

manufacturers Volkswagen and Ford were in talks to establish car assembly lines 

within Luanda-Bengo.  While in February, Korean chemicals manufacturer Kolon is 

in advanced partnership talks with Angolan investment firm Opaia Group to set-up a 

pharmaceutical factory.  Angola is expected to join the Southern Africa Development 

Community Free Trade Area by August 2019. This will make it cheaper to export into 

14 regional neighbours, including South Africa, Mozambique and Tanzania. 

Tax Incentives

National Job 
Creation

Less than 50 50<x<100 100<x<500 500+

5% 7.50% 10% 12.50%

Investment 
Amount

$0.5m<x<$5m $5m<x<$20m $20m<x<$50m $50m+

 5% 7.50% 10% 12.50%

Investment 
Location

Zone A Zone B

7.50% 15%

Agricultural, 
Livestock, 
Forestry, 

Fisheries and 
their Agro-
Industries

Zone A Zone B

7.50% 15%

Production for 
Export

Less than 25% 25%<x<50% 50%<x<75% Above 75%

7.50% 10% 12.50% 15%

Shareholding by 
Angolans

10%<x<20% 20%<x<35% 35%<x<45% 45%<x<50%

7.50% 10% 12.50% 15%

National Value 
Added

Less than 25% 25%<x<50% 50%<x<75% Above 75%

7.50% 10% 12.50% 15%
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Southern Africa
Southern Africa is a highly interconnected region. South Africa is a key export and import destination 

for all countries, most of all Zimbabwe, Malawi and Mozambique. South Africa is emerging from 

a recession and growth forecasts for 2019 are low (around 1.5 percent), due to subdued demand 

for commodities. Indeed, mining is a key sector for all of these countries and a lot of investment 

within special economic zones has gone into mineral processing. Agro-processing – particularly of 

tobacco – is also a prevalent investment play in the region. Power generation capacity will be a 

challenge for 2019.

INCENTIVES AND REQUIREMENTS

 ZONES CORPORATE TAX OTHER TAXES CUSTOM DUTIES
IMPORTANT 

REQUIREMENTS
DOMESTICATION 
REQUIREMENTS

Mozambique 
(Industrial 

Free Zones)
2

100% Exemption 
for 10 years. 

50% reduction 
for further 5 

years. Permanent 
25% reduction 

thereafter.

20% withholding tax 
on dividends

None
70% minimum 

export 
requirement

Quota on foreign  
employees. Max 
5% of workforce 

above 100.

Mozambique 
(Special 

Economic 
Zones)

2

100% Exemption 
for 3 years. 50% 

reduction for 
further 7 years. 
Permanent 25% 
reduction for 5 

years thereafter.

20% withholding tax 
on dividends

None None

Quota on foreign  
employees. Max 
5% of workforce 

above 100.

Namibia 1 0% None None None

Restrictions on 
foreign labour 

(based on 
expertise)

South Africa 10 15% None None None None

Eswatini 2
100% exemption for 
20 years. Levied at 

5% thereafter.
None None

Minimum 
investment of 
$2 million. ($5 

million for Joint 
Ventures)

 Max 1/3 of foreign 
employees in 

workforce

Zambia 6 35%
15% withholding tax 

on dividends

0% for first 5 years (at 
minimum investment 

level)

Minimum 
investment 
of $500,000 
required to 

e eligible for 
customs benefits

Local service 
provision 

requirements

Zimbabwe 6
100% exemption for 
5 years. Levied at 

15% thereafter.
15% VAT rate None

Minimum 
80% export 

requirement
None
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Zimbabwe
Miners move in

Zimbabwe outlined its special economic zones programme 

in 2016. Under the leadership of a new, pro-investment 

administration. the policy is being implemented. Multiple 

licences were issued in 2018 by the Zimbabwe Special Economic 

Zones Authority [ZIMSEZA]. In the long term, policymakers 

hope that these zones will help expand the manufacturing base 

and cultivate a more advanced industrialised economy. 

The more immediate concern, however, is to boost export 

earnings. Zimbabwe has experienced extraordinary economic 

turmoil over the last fifteen years. While the situation has 

certainly improved, the legacies of hyperinflation and 

indigenisation policies persist. Between 2009 and 2018, average 

FDI inflows into Zimbabwe were just $340 million – compared 

with a SADC regional average of $1.2 billion. The special economic zones policy is an 

opportunity for Zimbabwe to demonstrate its new ‘Open for Business’ ethos.

The fiscal regime includes a five-year holiday on corporate tax, with a 15 percent 

rate thereafter (compared with a standard 25 percent rate). Furthermore, the regime 

offers a special allowance set at 50 percent of initial capital costs in year one and 25 

percent in the subsequent two years. Raw materials can be imported duty free, and a 

minimum of 80 percent of goods produced must be exported.

Special economic zone status has been conferred upon six designated geographic 

areas spread across the country but firms can also apply to have their investment 

locations licenced as a zone. In March 2019, ZIMSEZA’s CEO Edwin Kondo told 

the Zimbabwe Sunday News that his organisation had received an “avalanche” of 

enquiries, “though not so much in the areas designated as SEZs.”

Zimbabwe Special Economic Zone Investments

Prospect Lithium Zimbabwe
(Goromonzi)

$165 million investment into a lithium mine and processing facilities.

Varun Beverages 
(Harare)

$23 million investment into beverage manufacturing plant. 

Surewin Pvt Ltd
(Mutoko)

$20 million investment to establish granite mining and processing facilities. Including a 
manufacturing plant for tiles and related products

Chinaglass Pvt Ltd.
(Bulawayo)

$5 million glass production facility; domestic, industrial and medical usage.

Coliman Pvt Ltd.
(Bulawayo)

$15 million investment to establish earthmoving equipment manufacturing and cotton 
spinning factory

Shepco BMA Fastners
$2 million capital injection into pre-existing facility manufacturing bolts, nuts, nails and 
mining roof support systems as

ZIMBABWE

VICTORIA FALLS SEZ

SUNWAY CITY SEZ

BULAWAYO CORRIDOR SEZS

BEITBRIDGE SEZ

FERN HILL SEZ

Manica

Harare

Zimbabwe

Bulawayo

Southern

Lake Cahora Bassa

Lake Kariba

ZIMSEZA Map of Special 
Economic Zones
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So far, there has been a lot of activity in the Belmont, Kelvin, Donnington Corridor, 

located in Bulawayo, Zimbabwe’s second city. ZIMSEZA has licenced at least 

three companies here, investing $22 million in total. The most significant of these 

is Coliman Ltd.’s $15 million investment to build an earthmoving equipment 

manufacturing factory, as well as a cotton-spinning factory.  Zimbabwe’s 

regional neighbours -including South Africa, Mozambique and Botswana – all 

have significant extractive industries, therefore there are opportunities to export 

machinery and equipment, if cost and quality are competitive. In March 2019, 

Australian mining Prospect Resources had its $165 million lithium mining project in 

Goromonzi (a district just outside of Harare) designated as a special economic zone. 

The mine, seen somewhat as the poster child for the country’s re-emerging mining 

sector, is expected to be operational by 2021. In addition, special economic zones 

will likely be the site of much-needed value addition and mineral beneficiation 

projects. The government has started the ball rolling with a commitment in Mutare 

– Zimbabwe’s fourth most populated city – which will house a special export 

processing zone for gemology.

It is arguable that Zimbabwe’s special economic zones policy lacks focus. Creating 

multiple large geographic zones across the country with no development partner 

does puts extra pressure on ZIMSEZA to generate the strategic infrastructure 

investment and industrial development which create dynamic “hubs” that, in turn, 

attract more investment. Fortunately, some of the locations, such as Beitbridge and 

Fernhill, have the geostrategic advantage of being close to the borders of South Africa 

and Mozambique respectively. Zimbabwe is a landlocked country therefore it relies 

on the infrastructure of these partners for overseas exporting.

In March 2019, a devastating cyclone ripped through Beira, the city of Mozambique’s 

second largest port, causing serious damage to vital infrastructure, including power 

and roads. 

Another potential concern is that the Special Economic Zones Act 2016 does not 

stipulate the specific fiscal incentives which investors can benefit from. Instead, 

these grants are stipulated under the discretion of ministers. This reduces long-

term certainty. However, the act does include important protections for the foreign 

currency balances and transfers of zone licensees and employed non-residents 

working in the country.  

“ …special 
economic zones 
will likely be 
the site of 
much-needed 
value addition 
and mineral 
beneficiation 
projects.

”
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South Africa 
SEZs power up

Despite being Africa’s most advanced industrial economy, South Africa’s special 

economic zone sector is still nascent. A handful of its 10 designated zones were 

established in the early 2000s but the programme was re-invigorated by the Special 

Economic Zones Act of 2014. The policy aims to create industrial hubs around the 

country through greater coordination between the public and private sectors.

In April 2019, South Africa held its first ever National Special Economic Investment 

Conference in Durban. The Department for Trade and Industry [DTI] announced 

that, since 2014, the number of operational enterprises in designated zones had 

reached 115, with $1.12 billion worth of investment and 15,700 jobs created directly. 

A further $4 billion has been committed but not yet operationalised. COEGA Zone is 

the largest and most successful zone. Established in 1999, it covers 9,000 hectares and 

is demarcated into 14 sub-zones, focussing on an array of sectors including: metals, 

chemicals, business process outsourcing and agro-processing. Its close proximity to 

the deep-water Port of Ngqura – which handles over six million tons of cargo annually 

and boasts four berths – has proved to be an attractive proposition. There are currently 

43 active users in the zone employing 8,200 people.

 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.  

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. 

Designated
Operational 

investors

Value of 
operational 
Investment

Secured but 
not operational 

investment

Direct 
employment 

created

COEGA 2001 43 $702 million $2.7 billion 8,210

East London Industrial 
Development Zone

2002 31 $315 million $438 million 3,839

Richards Bay Industrial 
Development Zone

2002 2 $22,6 million $778 million 97

Dube TradePort 2016 35 $106 million $140 million 3,246

Atlantis SEZ 2018 4 $48 million $1,4 million 324

“ …Firms which 
hire young 
South Africans 
(aged between 
18 and 29) can 
claim credits on 
employee taxes 
worth up to $71 
per month for 
two years .

”

Source: South Africa DTI, via COEGA Zone
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The main incentive of the 2014 Act is a 15 percent corporate income tax rate – 

compared with a 28 percent rate for unlicensed operators. Furthermore, to encourage 

large-scale, labour intensive manufacturing, the regime also offers employment tax 

incentives. Firms which hire young South Africans (aged between 18 and 29) can 

claim credits on employee taxes worth up to $71 per month for two years (average 

salary of industrial workers is between $350 - $400 per month). 

One of the key challenges facing South African industry in 2019 is the ongoing 

crisis in the power sector. Monopoly parastatal Eskom is $30 billion in debt and 

failing to meet South Africa’s growing energy demand, driven by huge extractive 

industries and major urban centres. Rolling blackouts – known as ‘load shedding’ – 

are an increasingly common feature of day-to-day life and it is beginning to hamper 

productivity. The company has hiked prices to fund badly delayed investment in new 

power plants, making South Africa’s electricity costs among the highest in the region. 

Price of Electricity in Southern Africa (US cents per kWh)

0 5 10 15 20

11.9

4.7

16.2

 Zimbabwe

 Zambia

 Eswatini

 South Africa

 Namibia

 Mozambique

14.8

13.5

10.4

OR Tambo Special 
Economic Zone

•  Opened in 2010, 
located within South 
Africa’s busiest 
airport

•  Fast road links to 
Joburg & Pretoria 

•  580km from Port 
of Durban – largest 
shipping port in sub-
Saharan Africa

•  Cheap electricity: 
$0.0714 per kWh

•  Water: $1.35 per m3

•  Avg. industrial wage: 
$357 per month

•  Avg. administrative 
wage: $1,000 per 
month

•  Minimum 70% export 
requirement 

•  Annual rental cost: 
$60 per m2 (inc. 
service fees)

•  Sectors: jewellery, 
electronics, 
pharmaceuticals 

•  43 hectares still 
available for lease

Through the chaos, however, South Africa has developed a dynamic renewables 

sector. Increased technological efficiency is reducing the capital cost of these 

investments at a time when coal-generated electricity is expensive. Atlantis Special 

Economic Zone, located 50 kilometres north of Cape Town, has benefited from this 

trend. Opened in 2018, the coastal zone is focused on renewable technologies. It has 

attracted $48 million worth of investment and created 300 jobs. Those figures are 

projected to increase to $215 million and 3,000 jobs over the next decade. 

In April, it was announced that Dube TradePort Special Economic Zone, on 

South Africa’s eastern coast, is undergoing a $1.2 billion expansion. The 45-hectare 

development is targeting operators in the aeronautical industry and other high-tech 

sectors. Pan-African investment firm the Mara Group is investing $106 million to 

develop Africa’s first ever smartphone on the site.

Source: World Bank Group - Doing Business 2019
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2014 2015 2016 2017 2018 2019(F)

Lusaka South MFEZ: Annual Investment (2014-2019F)

$32,600,000

$6,700,000

$255,000,000

$486,648,000

$241,528,520

$500,000,000

Zambia
Lusaka South Multi Facility Economic Zone  

Zambia has established itself as a successful exporting 

economy: consistently running a trade surplus 

and forging successful trading relationships with 

Switzerland, China, India and South Africa. In 2017, 

however, copper products accounted for nearly 

75 percent of the $9.7 billion in exports. There is a 

recognition that diversification is needed for long term 

industrial development. 

The Multi Facility Economic Zone [MFEZ] programme 

was established in 2005 by the Japanese International 

Corporation Agency in particular to increase activity in the manufacturing sector. 

The policy focuses on combining high quality physical infrastructure assets with a 

facilitative administrative environment to enable enterprises to flourish. Operations 

can be set-up for export or domestic activity. Rather than big tax breaks, the incentive 

to invest in these zones is the attraction of a high-functioning enterprise environment. 

(Corporate tax is levied at 35 percent; a five-year exemption is available on import 

duties for a minimum of $500,000 investment.)

LUSAKA

Chilanga

Lilayi

Silver Rest

Chongwe

Lusaka South 
Multi Facility 
Economic Zone
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Since its establishment in 2012, Lusaka South 

MFEZ has demonstrated the strong potential of this 

model. More than $1 billion has been invested in the 

2,100-hectare zone and administrators expect that 

figure to grow by $500 million in 2019. Of the $241 million 

invested into the zone in 2018, just over 45 percent was 

focused on minerals processing activities; 26 percent 

went into agro-processing; and nearly 8 percent into 

I.T., a positive indication of industrial diversity.

There are some high-profile tenants operating within 

the zone. British American Tobacco opened its $25 

million cigarette manufacturing plant in October 2018 – 

the site has created 72 direct jobs and could potentially 

support up-to 2,500 formal and informal opportunities 

across the value chain. NRB Pharma operates a cutting-

edge $200 million drug manufacturing facility – capable 

of producing up 400 million tablets annually – within the 

zone.  Lusaka South aims to support investment from 

a wide range of sectors, including electric equipment, 

packaging and printing, palm oil production, agro-

processing, hi-tech industries, minerals processing, 

and medical equipment.

Proximity to the capital city of Lusaka (30 kilometres) and its international airport 

(39 kilometres) make the zone strategically located. Operators can produce goods 

for the domestic market and Lusaka’s population of nearly 2 million provides a 

ready-made consumer market. Zambia is bordered by seven countries – Malawi, 

Zimbabwe, Mozambique, Botswana, Namibia, Angola and the Democratic Republic 

of Congo – offering multiple export opportunities. The master plan includes space for 

a 300-hectare residential development.

Power generation capacity could be a persistent problem for Zambia in 2019. Low 

water reserves in the Kariba Dam mean that current generation capacity at its main 

hydropower plant will be just 500MV, half of its intended output. However, in March, 

a subsidiary of French renewables firm Neoen unveiled a new $60 million solar power 

plant, capable of generating 55MW. There is an electricity sub-station located within 

the zone, which connects the zone to the national grid.

Doing business in Lusaka South MFEZ

Size 2,100 hectares

Available space 920 hectares

Average annual rental costs 
(per m2, inclusive of service 

fees)
$4.80

Cost of electricity $0.030 per kWh

Cost of water supply $0.84 per m3

Average monthly industrial 
wage

$135 per month

Average monthly 
administrative/service wage

$1,500 per month

Key sectors

Minerals processing
Agro processing
Pharmaceuticals
Hi-tech manufacturing

Nearest sea port
933km (Port of Beira, 
Mozambique)

Nearest air port
21km (Lusaka International 
Airport)
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West Africa
West Africa continues to be the regional economic power house of the continent, led by Ghana and 

Nigeria. As with other developing regions of the world, policy makers in these countries are hoping 

that large-scale free zone development projects can attract investment and spark industrialisation. 

GIETAF zone in The Gambia is a particularly important example of this. Coastal-lying zones are 

an obvious play, given the massive sea ports established to facilitate the energy sector. Market 

observers will be watching the $12 billion Dangote Group refinery project in Lekki Free Trade Zone 

very closely, it has the potential to transform Nigeria’s economy.

INCENTIVES AND REQUIREMENTS

 ZONES CORPORATE TAX OTHER TAXES
CUSTOM 
DUTIES

IMPORTANT 
REQUIREMENTS

DOMESTICATION 
REQUIREMENTS

Senegal 5 15% for first 25 years None None

Minimum investment from 
$175,0000. Job creation and 
minimum export (from 50%) 

requirements also exist

None

The 
Gambia

1
0% for first 5 years, 

1.5% of total revenue 
thereafter

Dividend witholding 
tax of 15% applicable 

from Year 6 of 
operations

0%
Minimum investment of 

$250,000
None

Guinea-
Bissau

1 0% None None None
10% expatriate 

employee quota 

Sierra-
Leone

1
100% exemption for 

first 3 years. Taxed at 
30% thereafter

30% tax on repatriated 
funds (non-resident 

companies)
None None None

Ivory 
Coast

1
100% exemption for 

first 5 years. Taxed at 
1% thereafter

None None None None

Ghana 4

100% exemption 
for first 10 years. 

Maximum 15% 
thereafter

None

0% on most 
goods. 5-10% 

duty rate 
applies to 
some raw 
materials.  

Minimum 70% export 
requirement

None

Nigeria 
- Oil & 

Gas Free 
Zones

4 0% None None None None

Nigeria 
- Export 

Processing 
Zones

15+ 0% None None 75% export requirement None

Cameroon 1
100% exemption for 
first 10 years. Taxed 

at 15% thereafter
None None 100% export requirement

Maximum 20% 
expatriate 

employee quota 
(after 5 years)

Gabon 1 0% None None None None

Benin
25 

(registered 
enterprises)

100% exemption 
for first 10-15 years 

(depending on 
location). Levied at 
20% for five years 

thereafter

Exemption on income 
tax on securities (for 

first 5 years, then 5%).                                                       
4% tax on salaries (for 
first 5 years, then 8%)

0%                         
(except goods 

vehicles)

Minimum export 
requirement (65%)

First preference 
for permanent jobs 
and raw materials 

to competitive 
Benin nationals 
and suppliers
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Ghana
A new focus on oilfield services  

Ghana has 156 companies operating with a free zone licence. For the first nine months 

of 2018, these firms produced exports worth $1.04 billion and investing a total of $90 

million in capital projects, according to data from the Ghana Free Zones Authority 

[GFZA]. These figures represent an active free zone sector but not necessarily a 

growing one. In 2016, full year exports stood at $2.3 billion with $270 million in capital 

investment. GFZA’s CEO Mr Michael Okyere Baafi has acknowledged the challenge 

presented by licenced companies that are inactive and floated new measures to 

target these firms. These include fines of up to $50,000 for false or late filing, potential 

delisting and minimum capital investment requirements.  The GFZA is also pushing 

for reforms to the existing Free Zones Act 1995, which would give the organisation 

greater legal stature to regulate the free zone regime more effectively, as well as 

manage the interests of its licensees more efficiently. 

Cost of Doing Business – Ghana 2019

Free Zone Licence Application Fees (Annual 
Renewal)

Labour Costs Utilities

Manufacturers
Service 
sector

Commercial
Minimum 

wage 
(daily)

Social 
Security

Water
(per 1000 

litres)

Power
(per KwH)

$3,000
($2,500)

$4,000
($3,000)

$10,000
($5,000)

$1.77

13% of 
monthly 

basic 
salary

$1,094.00 $0.11

Ghana remains, however, a highly desirable investment location. Figures show 

that it overtook Nigeria in terms of FDI receipts for 2018: $3.3 billion compared to 

$2.2 billion. The GFZA is hoping to tap into those inflows by attracting more small 

and medium-sized oilfield service operators.  In March 2019, the GFZA opened a 

new Oil and Gas Department, headed up by Alhaji Muhib Musah. The department 

will enable these operators to expedite regulatory procedures through a one-stop 

shop and reduce costs. The GFZA plans to open-up autonomous regional offices in 

order to provide a more responsive and efficient service to its dispersed licensees.  

There are also four designated export processing zones located across the country 

currently under development, including Shama and Sekondi EPZs in the Western 

Region of Ghana. These zones, at varying stages of development, cover a combined 

2,200 hectares with a focus on heavy industry and petrochemicals; they are situated 

in close proximity to seaports, Bosal Mineral Group (China), Dazhon Iron & Steel 

(China) and First Sunenergy (U.S.) have signed agreements with Chinese developer 

Hassan Investment to be strategic anchor tenants in Sekondi.

“ GFZA plans 
to open-up 
autonomous 
regional offices 
in order to 
provide a more 
responsive and 
efficient service 
to its dispersed 
licensees.

”
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Gambia
Historic development project underway

The Gambia is one of the smallest countries in Africa, with a GDP of just $1 billion 

and a population of 2 million. The economy is dependent on tourism, agriculture and 

remittances. It is significantly under-industrialised compared with its regional neighbours.  

The country is politically stable, however, with advantageous access to western 

Africa and shipping routes to the Americas and Europe. President Barrow – formerly 

a real-estate developer – is hoping to leverage these strengths to kickstart his 

country’s industrialisation and a new special economic zone is at the heart of that 

strategy. The GIETAF Special Economic Zone is the largest infrastructure project in 

The Gambia’s history. A 160-hecatre development located in the costal capital of 

Banjul, incorporating spaces for warehouses, commercial operations, logistics and 

residential communities. The project is a public-private partnership between the 

national investment promotion agency (GIEPA) and the real estate firm TAF Africa 

Global.  The foundation stone for the $300 million project was laid in February 2018. 

At the time of writing, warehouses and offices spaces are currently available for lease.

Doing Business in Gambia 2019

Power Supply

Cost of 
electricity 
per KwH

Reliability of supply (0-8)
Days to set up

The Gambia Sub-Saharan Africa average

$0.20 0 1.6 78

Trading Across Borders

Time to export Imports

Border compliance 
(hours)

Documentary 
compliance (hours)

Border compliance 
(hours)

Documentary 
compliance (hours)

The 
Gambia

SSA avg.
The 

Gambia
SSA

The 
Gambia

SSA avg.
The 

Gambia
SSA avg.

109 97 48 72.8 87 126 32 98

Source; Doing Business 2019 (World Bank)

GIETAF’s very close proximity to both a seaport and international airport mean that 

investors have a ready-made logistics network to support exports, with minimal reliance 

on the country’s interior infrastructure. However, the reliability of Gambia’s power supply 

is a concern. According to World Bank figures, installed capacity in the area around the 

zone is less than 50MV, against demand of 70MV. National utility provider NAWEC has 

ongoing projects to expand capacity. Furthermore, the efficiency of its port and customs 

operations also require improvement, as data from the Doing Business 2019 survey shows. 

“ …the reliability 
of Gambia’s 
power supply is 
a concern.

”

GIETAF Special 
Economic Zone

Size 160 ha

Available space 159 ha

Annual rent 
(bonded area)

$30.84 
per m2

Annual rent 
(administrative 

area)

$41.19  
per m2

Price of 
electricity  
(per kWh)

$0.26

Minimum 
industrial wage

$111 per 
month
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Nigeria
Made in Special Economic Zones 

Nigeria has a multi-layered special economic zone system which comprises two main 

types of zones – oil and gas free zones [OGFZs] and export processing zones [EPZs], 

which are sometimes referred to as Free Trade Zones [FTZs] – administered by three 

separate authorities. There are 4 OFGZs managed by the Oil and Gas Free Zones 

Authority. EPZs are administered by the Nigeria Export Processing Zones Authority 

[NEPZA] and a newly created organisation: Nigeria SEZ Investment Corporation 

[NSEZCo]. This body will be responsible for attracting investment and supporting the 

development of six high priority zones.

These six zones are at the heart of President Buhari’s ‘Made in Nigeria for Export’ 

[MINE] strategy. Project MINE is an effort to expand and diversify Nigeria’s industrial 

base. By 2025, the government wants manufacturing to reach 20 percent of GDP, with 

$30 billion in exports and 1.5 million new jobs. 

NSEZCo Administered Zones

Zone Size Ownership Sectors Status

Ibom 14,000ha PPP
Petrochemicals

Agro-allied
Greenfield site, 

early stages

Enyimba 
Economic City

9,000ha PPP
Leather processing

Textiles

Greenfield site, 
development 

commenced 2019

Calabar FTZ 220ha Federal
Petrochemicals

Agro-allied
Operational  

– pre-existing EPZ 

Kano FTZ 432ha Federal
Leather production

Textiles
Agro-allied

Operational  
– pre-existing EPZ

Lekki FTZ 16,500ha PPP
Petrochemicals

ICT
Textiles

Partially operational

Ogun-Guangdong 
FTZ

10,000ha PPP
Construction materials

Agro-allied
Operational

Need to know:

•  Nigeria’s national 
minimum wage 
increases to N27,000 
($75) per month in 
2019. 
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Four of the zones (Calabar, Kano, Lekki 

and Ogun-Guangdong) are brownfield sites 

which have been partially developed but 

require further investment. Either to achieve 

investment-worthy standards or to expand 

on prior success.  Kano and Calabar FTZs 

were opened in 1999 but have been poorly 

developed hitherto and failed to attract 

significant investment. Kano FTZ is located in 

the north, close to the border with Niger. It is 

surrounded by a $7 billion agriculture sector in 

Kano State, providing a ready-made source of raw materials for agro-allied processing 

activities. Nearly 70 percent of the land is undeveloped, with just old factory and 

warehouse facilities available. According to reporting by regional newspaper the 

Daily Trust, there are currently 32 enterprises registered within the zone. Calabar is 

located in the south, with good access to sea ports however the reliability of current 

power supply is poor; as is the surrounding infrastructure. The Ogun-Guangdong 

zone in Igbesa – 60 kilometres from Lagos – was among the first Chinese foreign free 

trade zones and was opened in 2008. It is situated in the south, near Lagos. Air and 

sea ports are nearby (roughly 50 kilometres). According to the Chinese Ministry of 

Commerce, the zone has attracted $325 million and created over 4,000 jobs in the 

last decade. Industries include: ceramics, packaging and furniture. Available space 

for phase two of the development is expected to be filled by the end of 2019. 

Enyimba Economic City is a flagship development project which will create 

a 9,000-hectare zone situated at the centre of nine southern states. The federal 

government has committed nearly $300 million to the project; a further $1.2 billion 

will come from private investors and development institutions, including Crown 

Realities, Afriexim Bank and Africa Development Bank. The zone is strategically 

located near major gas pipelines, to ensure power supply; and there are plans to 

appropriate the recently built 540MV Adia Power Plant in Ogwe to supply the city. 

The zone is located within 60 kilometres of two seaports, two airports and one railway 

station. The developers are targeting leather processing and textiles enterprises in the 

manufacturing industrial area. Construction began on the site in early 2019.

Inland Port

Trailer Park

Wholesale  

& Retail M
arket

Buffer

Entertainment Village

Central Business Enterprises

Manufacturing 
Industrial ParkRa

ilw
ay

Aba-PH Expressw
ay

Residential Area

IMO RIVER

Residential Area
Oil & Gas Cluster

“ Kano FTZ is 
located in the 
north, close 
to the border 
with Niger. It 
is surrounded 
by a $7 billion 
agriculture 
sector in Kano 
State, providing 
a ready-made 
source of raw 
materials.

”
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N.E Quadrant
4969 ha

N.W Quadrant
4912 ha

S.W Quadrant
4039 ha S.E Quadrant

5251 ha

Lagoon

Lekki International 
Airport

Nigeria
Lekki Free Trade Zone 

Lekki Free Trade Zone [LFTZ] is one of west Africa’s 

largest industrial development projects. The zone 

opened with investment from a Chinese consortium 

and the Lagos State Government. The 16,500-hectare 

site is split into four quadrants. Phases 1 and 2 of the 

development are concentrated in quadrant 1, which 

will focus on the textiles and garment manufacturing 

sectors. Quadrant 2 is owned by the Dangote Group as 

the strategic anchor tenant. The group is developing a 

fertiliser plant, petrochemicals plant and the largest 

refinery of its type in the world.

According to data from the Lagos State government, 

LFTZ generated $735 million worth of exports in the 

three years to 2018, with 726 jobs created. The Chinese 

consortium has committed nearly 80 percent of the $180 

million in equity investment into the zone. There are 

currently 116 registered enterprises. 

LFTZ has ambitious growth plans. It hopes to reach 

$9.7 billion worth of exports by 2027, $60 billion in FDI 

and 300,000 jobs generated. Much of that will depend 

on the escalation of operations by the anchor tenant. 

Alhaji Aliko Dangote – Africa’s richest man – told an 

investment conference in February 2018 that his firm’s 

operations in the zone will generate $22 billion in 

annual turnover once fully operational. The refinery 

project is expected to come online in 2020. It will have 

the capacity to meet current national demand of petrol 

and kerosene, reducing the need for expensive imports 

and providing more stable domestic energy supply – a 

potentially transformational infrastructure asset. 

Lekki Free Trade Zone -Snapshot

Size 16,500 hectares

Location Lagos state

Key sectors
Manufacturing; heavy industries; oil & gas; 
real estate

Fees

Application: $1,000

Registration:
Manufacturing: $4,500
Services: $6,500
Fabrication: $11,500
Real estate: $11,500
Oil & Gas: $16,500
Banking: $21,500

Management Fees:
2% of annual turnover

Rent  
(per m2 

annually)

Warehouse & Factory rental: $50
Manufacturing sublease: $25-$35
Real estate sublease: $200
Oil & Gas sublease: $200

Utilities
Power: $0.12 per KwH
Water: 

Labour Minimum wage: $75 per month (2019)

3

1

2

4
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Aside from a huge investment by the Dangote Group, the zone’s developers have 

good cause for optimism. LFTZ boasts an enviable location on Nigeria’s south 

coast, just two hours’ drive (80 kilometres) away from a bona fide megacity. Lagos 

is Nigeria’s commercial and cultural heartbeat: home to 21 million people with 

state-wide economic output of nearly $140 billion. The zone’s proximity to the city 

provides access to human resources as well as a diverse range of sectors to support 

enterprises in the zone. Lekki is also a growing urban centre in its own right. 

Rendeavour – Africa’s largest urban developer – has started construction on a new 

$250 million, 1,000-hectare city within the free zone (Alaro City). It will be situated 

in quadrant 3 (north west) of the development site. Construction is also underway at 

Lekki Deep Sea Port, led by Tolaram Group (Singapore). Once operational, the port 

will have 3 container berths, 1 dry bulk berth and 3 liquid berths. In the meantime, 

the ports of Lagos and Apapa are situated 80 kilometres away.  

Proximity does, however, come at a price. And for LFTZ that price is congestion. 

While there are plans to build air and sea ports within the zone, those projects remain 

a way off realisation. In their absence, firms at the moment have to depend on the 

infrastructure of Lagos city. The Port of Apapa is the fourth busiest cargo port on 

the continent. The highway which connects Lekki to Lagos is already congested and 

Lagos state government officials estimate that up 6,500 trucks could be transiting 

through this corridor every day, once surrounding investments are completed. The 

state government wants private investors to help build roads in the region to ease 

congestion. More financial support will be required from the federal government. 

There is an airport free zone at Murtala Muhammed Airport but that is around 100 

kilometres from the zone, through the congested corridor. Goods can be handled, 

manufactured or reconfigured and re-exported there without the intervention of 

customs authorities. LFTZ also has a customs office on-site. 

Notwithstanding these challenges, Lekki Free Trade Zone’s huge energy 

infrastructure, advantageous location and burgeoning urbanisation undoubtedly 

makes it one of the most significant projects in Africa’s free zone sector.

“ The injection 
of capital into 
the free zone 
scheme is a 
demonstration of 
the government’s 
will to drive real 
improvement 
in the way that 
we deliver on 
infrastructure.

”Emmanuel Jime,  
CEO NEPZA  

(March 2019)
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