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Getting Special Economic Zones to Work in Tanzania 
 
 
Introduction  

It is 2006 and Dr. Adelhelm Meru has just been appointed as director general of the Tanzania 
Export Processing Zones Authority (EPZA). This state entity manages and coordinates activities 
for Tanzania’s Special Economic Zones (SEZs). These are designated areas that possess special 
regulations that are distinct from those in force in the rest of the same country. The rules are 
written to facilitate business operations and encourage export-oriented activities through the use 
of tax benefits, reduced tariffs, and simplified regulatory schemes.  

Prestigious development institutions like the World Bank have claimed that SEZs can serve as 
important engines for economic growth in developing countries. They point to similar zones in 
China and Vietnam and their role in job creation and knowledge transfer. SEZs normally focus 
on exports, and this approach has helped countries benefit from international demand while 
teaching underdeveloped economies how to compete in the global market place. They attract 
international investment from multi-national companies, which in turn, bring their technological 
and organizational skills. Moreover, SEZs serve as economic laboratories where countries, which 
have not been deeply integrated with the global economy, can experiment with new policies that 
enhance competitiveness. Policies that function well within the zones can be introduced to the 
rest of the domestic economy.  

While Dr. Meru believes that SEZs have the potential to serve an important source of economic 
growth in Tanzania, success is hardly ensured. Economic zones are highly complex 
organizational units, and their performance is dependent on the right mix of regulations, tax 
incentives, labor and capital inputs, and access to markets.  

Many other countries in the region have created similar economic zones but have failed to 
achieve the anticipated benefits. Relatively high labor costs, poor infrastructure, and a rigid 
governmental bureaucracy deterred investment in spite of favorable tax breaks. Tanzania also set 
up special zones beginning in the mid-1990s, but they have not been very successful in 
promoting exports nor have they generated much employment. Instead, a number of companies 
have used them simply as vehicles for tax reduction.  

Dr. Meru is acutely aware of the unfulfilled potential in Tanzania, but he still believes that SEZs 
can provide an important vehicle for development. Having studied the issues, he is preparing a 
presentation for the EPZA executive board that will outline a strategy designed to improve SEZ 
performance. The zones must not only facilitate investment, but they must boost exports, assist 
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knowledge transfer, modernize the local economy, and generate employment. The presentation 
must approach two specific issues that have harmed SEZ performance in the past.  

The first issue is how to deal with a confusing regulatory regime that governs the economic 
zones. Due to historical peculiarities, the country has two legal entities that serve as economic 
zones, each with their own requirements and each managed by a different government agency. 
SEZs are geographic zones that offer special incentives for investment, but there are no 
requirements for export. By contrast, Economic Processing Zones (EPZs) are regions that offer 
incentives for to investors to set up operations for export. These zones offer larger tax breaks but 
require companies to export a certain percentage of goods that they produce (see Exhibits 4 and 
5). The government created the distinct classifications to promote two types of investment. 
SEZ’s were supposed to spur investment in specific industries. EPZ’s were supposed to promote 
exports.  

The end result was a regulatory framework that confused investors and did little to achieve its 
original aims. Consolidating the responsibility for managing these zones under one ministry 
would simplify operations, but neither ministry is willing to relinquish its power over the zone 
that it controls. Dr. Meru must propose how to simplify the current governance framework in a 
way that decreases investor confusion, improves operational management, and is politically 
feasible. The director general does not have power to alter legal statues. Instead he must 
convince his superiors, politically appointed ministers, to amend the laws on his behalf.  

The second issue is how to use the economic zones to compliment Tanzania’s comparative 
advantages. The model of SEZs had been inspired by the East Asian experience where foreign 
companies could invest to benefit from tax advantages and, more importantly, Asia’s cheap 
labor. Even after years of rapid economic growth in East Asia, labor is still less expensive than it 
is in Africa (see Exhibit 8). Tanzania also suffers from a logistical disadvantage as it is located 
far from any global supply chains, unlike East Asia, which is one of the world’s major 
manufacturing centers. As a result, few investors would locate an assembly plant in the country 
despite generous tax incentives. Directly transplanting the Asia SEZ model to Tanzania simply 
does not work. Dr. Meru has to devise a strategy that adapted the SEZ model to the conditions 
found in Tanzania.  

Tanzania’s Evolving Development Agenda 
 
Tanzania is a country of 40 million people located on the east coast of Africa. The country 
suffers from high levels of poverty, with a GDP per capita (2006) of only US$369. Agriculture 
dominates the economy, comprising 25 percent of GDP and 85 percent of exports and employing 
80 percent of the workforce. Other important industries include agriculture processing and 
mineral extraction.  
 
Julius Nyerere, who served as president from 1961 until 1985 and was affectionately known as 
the “Father of the Nation,” embarked on a socialist vision called ujamma, or “familihood.” This 
concept involved relocation of huge swaths of the population to collectivist farming 
communities. While the policies resulted in some impressive social gains in health and 
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education, the economic consequences were severe. Growth stagnated. The country, which had 
been the largest food exporter in Africa, became the largest importer of food on the continent.  
 
Nyerere willingly stepped down from power and left his successor Ali Hassan Mwinyi (1985–
1995) to pursue a more market-friendly approach to development. The government recognized, 
and international donors like the World Bank insisted, that the country adopt a more outwardly 
approach to development after Nyerere’s departure. Rather than focus exclusively on policies 
that supported local demand like import substitution industrialization, the government attempted 
to shift to an economic model that depended on export-led growth. Key aspects of the 
liberalizing reforms included price decontrol, trade liberalization, exchange rate liberalization, 
and financial- sector liberalization. Based on recommendations made by the African 
Development Bank (ADB) made in 2001, the country created Economic Processing Zones 
(EPZs) to support this shift (see Exhibit 1).  
 
Despite the move toward a more capitalist approach, the country remains apprehensive toward 
the private sector. All subsequent Tanzanian presidents have belonged to Nyerere’s political 
party, the Chama Cha Mapinduzi, and the socialist perspective that prevailed for several decades 
is deeply rooted in the Tanzania psyche. It has not been easy to secure a paradigm shift from 
heavy government control of the economy to belief in the private sector and market forces. This 
has only occurred gradually as an entrepreneurial culture slowly gains a footing over time. The 
shift from statist economic policies to market-oriented ones is a gradual process that requires 
decades. 
 
The government has adopted several development policies that explicitly call for export growth. 
The Mini Tiger Plan 2020 is aimed at fostering development in Tanzania by increasing exports 
to the global market. This strategy borrowed from South Korea, Taiwan, and China, whose 
developing economies had grown at astronomical rates over the past few decades. The plan was 
submitted to the Tanzanian parliament on May 2004 after a long period of negotiation between 
Tanzania, ADB, and assisting countries, especially the so-called Tiger countries in South Asia. 
Tanzania was selected for the program because it met requirements related to security, political 
stability, and millennium development goals.1 The 2020 program targets included raising annual 
GDP growth to 8–10 percent, expanding exports from $1.1 blllion to $20 billion, raising per 
capita income from $280 to $1,000, and the creation of 20 to 25 SEZs. Implementation of the 
Tanzania Mini Tiger Plan began in 2005 but performance has been weak so far, and the 
contribution of SEZ exports to GDP has remained close to 2 percent.  
 
Development Vision 2025 is a parallel plan that has the “objective of awakening, coordinating, 
and directing efforts and national resources towards core sectors that will enable Tanzania to 
attain its development goals and withstand the expected intensive economic competition ahead of 
us.2” The planning commission of the government started to develop this plan in 1995 in order to 
articulate the comprehensive goals for the country. The document specified an enabling 
environment that the government considers essential for Tanzania to flourish economically, 
socially, politically, and culturally. The three principal objectives of the Vision 2025 are: 
                                                
1	  Millennium	  Development	  Goals	  are	  a	  set	  of	  targets	  for	  poverty	  alleviation	  agreed	  upon	  by	  governments	  and	  
the	  world’s	  leading	  development	  institutions.	  
2	  From	  Tanzania	  Development	  Vision	  2025	  Report	  
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achieving quality and good life for all; good governance and the rule of law; and building a 
strong and resilient economy that can effectively withstand global competition. These objectives 
not only deal with economic issues, but also include such social issues as education, health, and 
the environment. The thrust of these objectives is to attain a sustainable development of 
Tanzania. Development Vision 2025 is much broader and less specific than the Mini Tiger 2020 
Plan. The government hoped that the two programs would compliment one another, but critics 
claim that numerous programs create confusion and spread scarce budgetary and organizational 
resources too thin.  
 
Special Economic Zones in Africa 
 
In many African countries, excessive and poorly administered regulation undermines 
competitiveness by raising the costs of doing business, consuming substantial management time, 
and lessening the market’s ability to deliver efficient outcome. In particular, the process of 
setting up a business in Africa—including obtaining licenses and permits, preparing facilities, 
and getting access to utilities and other services—can be time-consuming, costly, and susceptible 
to corruption by government officials. One of the main benefits of SEZs, geographic regions that 
are specially designed to attract much needed investment, is their potential to streamline this 
process by reducing the regulatory burden. Companies operating in such zones are often not 
required to comply with certain regulations and permitting requirements. Many zones also try to 
shield investors from direct interaction with the bureaucracy by setting up services and 
coordinating regulatory activities between investors and various ministries and agencies. Firms 
within an SEZ are given access to important amenities such as infrastructure, power, 
telecommunications, and customs services so that they can avoid the usual red tape. Firms are 
often attracted to SEZs through the provision by government of tax holidays and other fiscal 
incentives. Usually SEZs are found in an enclave where as many as 50 to 100 firms operate in 
one enclosed area in which regulations and customs duties are different from those found in the 
rest of the country.  
 
SEZs are part of an export-oriented development strategy. This can be contrasted with an import 
substitution industrialization strategy, where the aim is to produce goods that were formerly 
imported. Producing for exports is considered important for developing countries since it 
generates valuable foreign exchange that can be used for essential imported inputs and also to 
maintain a competitive exchange rate. Balance of payments deficits are also reduced when export 
revenues increase. Producing for exports encourages innovation and competitiveness as firms 
selling to international markets have to enhance their quality and be competitive on price. While 
domestic markets in many developing countries are small and a large proportion of their 
population is poor, export markets offer the possibility of economies of scale, meaning that 
companies can invest in efficient facilities to mass-produce for the global market. These zones 
also promote job creation, along with such benefits as skill development and knowledge transfer.  
 
SEZs are part of an incremental strategy to boost competitiveness. Obviously, the best approach 
would be to improve the overall business climate. The World Bank’s Doing Business Report, 
which measures the ease of opening and operating a local business, finds Tanzania to be one of 
the most difficult places to do business in the world, ranking it 145th out of 189 countries. 
Changing the business climate for the whole country is a long-term goal of the development 



 
 

 5 

process. Addressing all the key national constraints at once can be expensive and impractical 
given that a typical developing country faces multiple challenges, including poverty, 
unemployment, inadequate health facilities, and inadequate educational facilities. Given the 
many constraints that exist, such as scarce resources arising from multiple priorities, a reasonable 
approach is to change the business climate slowly by first focusing on export zones.  
 
SEZs in other East African countries, such as Uganda and Rwanda, are at an incipient stage. An 
exception is Kenya, which has had experience since the late 1980s. In all three countries, success 
in terms of export promotion and job creation has been modest. The nation of Mauritius 
represents one of the few African SEZ success stories. The country adeptly took advantage of 
special trade opportunities like those presented by the African Growth and Opportunity Act 
(AGOA), a program that allows textiles manufactured in select group of low-income African 
countries to enter the United States without normal import duties. Mauritius worked aggressively 
to create conditions within their SEZs that were attractive to textile firms defended the country’s 
special trade status to ensure continued preferential access to the U.S. markets.  
 
Getting Special Economic Zones to Work in Tanzania 
 
Dr. Meru understood the theoretical benefits of SEZs, but he also understood better than anyone 
the daily practicalities that stymied success. The director general is a practical man who received 
his Ph.D. in mechanical engineering from Technical University of Sophia, Bulgaria. Previous to 
assuming his position with the Tanzania Export Processing Zone Authority (EPZA), he served as 
the director general for the Vocation Education and Training Authority and helped found the 
Tanzanian National Council for Technical Education (see Exhibit 3).  
 
Tanzania had created the first SEZs in the mid-1990s, but they had failed to generate the kind of 
results that many expected. Again in 2002, the government launched a new export initiative that 
relied heavily on export zones, but the results were the same. Job creation was slim. New 
investment in the zones was scarce (see Exhibit 4). Industrialization did not occur. It appeared as 
if Tanzania could not compete globally for manufacturing jobs, despite generous tax breaks, 
tariff exemptions, and looser regulations 
 
Dr. Meru believed that Tanzania had the potential to export, but government had not adopted the 
right approach. “The key issue is that Tanzania has a lot of potential,” he says. It has several 
natural resources and produces a variety of agricultural products. But, the bottleneck is in that; 
most of these resources are being exported in their raw form. Value addition on the local 
products is absolutely minimal. By exporting raw products the country suffers so many losses; 
we lose money, we lose jobs, we lose technologies, and we become markets for our own 
products. This is a challenge that we need to overcome without delay.” To meet this challenge, 
the director general is focusing on three things in particular: complexity of existing policy, the 
relationship with the private sector, and using the zones to compliment the country’s comparative 
advantages.  
 
In an effort to improve SEZ performance, the government solicited input from the World Bank, 
which involved two significant phases. The first phase, beginning in 2002, addressed ways the 
government could drive the SEZs program in accordance with global best practices. Since 



 
 

 6 

Tanzania is large and agriculturally rich everywhere, the government had thought it could 
establish zones everywhere (see Exhibit 3). In reality, however, location is a critical factor in 
creating a good zone. The World Bank advised the Tanzanian government to start small 
and gradually, promoting very few zones in areas that are most attractive so as to create 
momentum. It also recommended giving the private sector a greater role in the development and 
operation of the zones. According to Josephat Kweka, a World Bank economist involved in the 
negotiations, “The way the global market place is moving, the government is not going to do it 
the best way; the private sector needs to be involved.”   
 
In the second phase, the World Bank offered advice on how to put SEZs into operation and draft 
legislation and develop effective management practices to guide them. The Tanzanian 
government is currently trying to develop governance framework that incorporates many of 
World Bank’s advice.  
 
An unwieldy bureaucratic legacy 
 
A big obstacle to economic development in Tanzania has been the negative effects resulting from 
the creation of two distinct legal entities that function as economic zones. Officially, the EPZs 
are intended for export-oriented manufacturing investment while SEZs promote multi-sector 
investment in both domestic and foreign markets. The type of companies that operate in SEZs 
and EPZs differ as well (see Exhibit 6). The criteria for joining an SEZ resemble those for 
joining an EPZ, except that investments must only be located in SEZ industrial parks. Sites 
reserved for EPZ/SEZs are earmarked in 14 regions across Tanzania. The two zones are 
supervised by different ministries and operate under different regulatory schemes (see Exhibit 4 
and 5). The Ministry of Trade and Industry manages the EPZ program, and the Ministry of 
Planning, Economy and Empowerment manages the SEZ program. Even though EPZs and SEZs 
report to two different ministries, they are both coordinated by the EPZA.  
 
There was no clear economic rationale in Tanzania for creating both EPZs and SEZs other than a 
political one. Officials admit that a two-tiered system is the result of a bureaucratic turf war in 
which the respective ministries wanted access to the resources and power associated with these 
zones. While actors like the World Bank have called for a simplified system, vested interests 
have thus far stymied all efforts to unify the regulation.  
 
Overall, and like other African nations, Tanzania has failed to provide a consistent policy 
environment in which investors could develop long-term plans. The policy confusion caused by 
launching an EPZ program followed by a separate SEZ program without any associated 
regulations and under a separate ministry resulted in lasting damage to the program. Adding to 
the burueucratic complexity, there are two distinct investment promotion agencies in Tanzania, 
the TIC (Tanzania Investment Centre) and EPZA. TIC coordinates investment in its totality and 
facilitates investments in different sectors and at different locations, whereas, EPZA registers 
investors who intend to invest in special zones only, that is, EPZs and SEZs. An investor who 
prefers to invest in agriculture, mining, tourism, or manufacturing outside the zones goes to TIC; 
however, investors who would like to locate in special zones, especially those who would like to 
manufacture for export, register with EPZA.  
Like many other zone programs around the world, the Tanzanian program has been overly reliant 
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on the tax incentives available in the zones. In some cases, investors who would have invested 
anyway are given additional and unnecessary tax incentives. The reliance on incentives impacts 
the role of the developers and regulators, distracting them from the critical service delivery 
activities which should be the basis for their competitive offering. 

 
Engaging the private sector 

A critical issue for Dr. Meru is to clarify the role of the private sector in the development of the 
economic zones. The country’s long history with socialist policies has affected thinking and 
officials have been weary of outsourcing important functions to the private sector. One challenge 
with private-sector led SEZs, according to Zawadia Nanyoro, the director of development of the 
EPZA, is that private-sector firms operate according to private benefit and cost criteria and thus 
social costs and benefits of the SEZs are likely to be ignored. For example, renting space within 
the SEZ is much more expensive when managed by the private sector, making SEZ space 
unaffordable to many potential private investors.  

After years of mediocre results with economic zones and low levels of investment, in 2005 the 
government took the World Bank’s advice and gave more responsibility to the private sector. 
New laws were passed that allowed private entrepreneurs to establish and operate the EPZs, 
helping kick-start the program at a time when the government was not ready to take on a more 
aggressive role building and managing these zones.  

Dr. Meru argues that incorporating the private sector is vital since setting up and running export 
processing zones is an expensive undertaking. “A key challenge is availability of funds to 
develop basic infrastructure,” he says. The government alone cannot finance development of the 
planned economic zones. Therefore, the best option that we use is to join hands with the private 
sector in several modalities. One is to license the private-sector operators to develop private 
economic zones and another is to partner with the private sector through public-private 
partnerships (PPP) arrangements.” 

While the government initially encouraged private participation, problems arose when the 
government withdrew much of its support and failed to ensure that the privately operated parks 
were equipped with the necessary facilities. Notably, the government did not provide customs 
facilities that would normally be found in an EPZ. This lack of support has contributed to the 
underperformance of the EPZs. 
 
There is a proposal under consideration to develop a publicly operated zone in the country. The 
plan is to manage the zone through a separate unit of EPZA and at some point to concession it to 
a private operator. For these economic development zones, the government of Tanzania would 
like to leverage the benefits of PPPs. Initially, the government would provide support services 
through the one-stop service center while private developers would be encouraged to participate, 
using a build, own, and operate basis. An important challenge for the Tanzania’s EPZs and SEZs 
is therefore to get an appropriate balance between government involvement and PPP.  
 
Despite these advances towards PPP, Tanzania is still in transition from a largely public-sector 
driven economy to one in which the private sector has the leading role. There are still concerns 
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about the government trying to play a larger role in developing of economic zones, instead of 
encouraging the private sector. The EPZA has taken the lead role to coordinate the planning and 
land acquisition of sites for EPZs and SEZs. But progress in acquisition of the sites has been 
slow due to lack of financial resources for compensation to  owners of the land on which the 
zones will be created. There is thus a need to scale up resources to ensure the programs can be 
quickly implemented and this will entail working closely with the private sector, especially on 
the development of the sites.  
 
Picking an economic focus 
 
A broad problem facing Tanzania is whether zone programs have the potential to achieve 
scaleable growth in traditional garment and textile manufacturing. These activities are labor 
intensive and thus enhance the government’s job-creation agenda. But in the absence of 
significant labor cost or scale advantages, such as those experienced by countries like 
Bangladesh, China, and Vietnam, tax and infrastructure incentives in Tanzania are unlikely to 
develop into a major competitive advantage. A critical issue is therefore whether the Tanzania 
SEZ exports can really become globally competitive. For example, NIDA Textiles Mills (T) Ltd. 
intially joined the EPZA but left after several years when it realized that the domestic market was 
more lucrative than the export market. The EPZA rules require a firm to produce at least 80 
percent of its produce for exports. NIDA Textiles stated that it could not compete with 
established textile firms from Asia such as India as these had much larger economies of scale. It 
therefore left the EPZA in 2004 to concentrate on the domestic market, although it eventually 
rejoined later through a subsidiary under the SEZ scheme that allows production for both local 
and export markets. Although NDA produces predominantly for the local market, many firms 
from abroad come to Tanzania to buy NDA products and the company exports some goods to 
Zambia and Mozambique.   
 
Agriculture in countries like Tanzania is still largely labor intensive in production technology, 
and therefore has great potential for job creation. A key motivation for agro-processing is value 
addition to agricultural raw materials, which makes exports more valuable. Agro-processing uses 
raw agricultural commodities to create processed goods, like canned fruits and vegetables. Agro-
processing creates a demand for agricultural output and creates jobs both directly in agro-
processing plants and indirectly through the demand for agricultural output. There is also 
potential to use more labor-intensive techniques in agro-processing, hence enhancing job 
creation. Agro-business and other resource-based processing activities offer the potential for 
greater domestic market linkages, meaning that processing companies operating within the SEZs 
are interacting with and creating demand for domestic firms.  
 
Setting Priorities 
 
While Dr. Meru heads an important government agency, he is limited in what he can do. He 
oversees the daily operations of the EPZA, but he cannot alter the policies that affect the 
economic zones by simple fiat, and he certainly cannot alter laws. At best, he can serve as an 
advocate for particular proposals to the EPZA executive board and to other arms of government. 
Economic zones depend on a number of different agencies, and the composition of the board 
reflects this (see exhibit 5).  
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The director general must prepare a presentation for the board that outlines a successful strategy 
that raises the profile of the economic zones, increases investment levels, and maximizes the 
economic benefit for the rest of the country. In particular, he needs to address: i) how to reform 
the convoluted bureaucratic structure that oversees the economic zones and ii) how these special 
legal entities can compliment the country’s comparative advantages.  
 
Dr. Meru has a clear vision for the strategy that he would like to execute, but he has doubts that 
such a strategy is politically feasible. For instance, if his goal were to streamline the regulations 
governing SEZs and EPZs, one ministry would lose control over an economically important 
activity. Dr. Meru could not execute a bureaucratic shake-up like this without support from the 
highest level of government. Similarly, the director general is inclined to develop economic 
zones that are more oriented to agro-processing than to the textile industry, but this means the 
country will not fully take advantage of textiles-oriented AGOA benefits, which many consider 
an important development tool.  
 
Assignment  
 
Weigh the advantages of SEZs and EPZs, and how Tanzania might take advantage of both 
concurrently. Consider how the country could optimize the advantages of both. Is there some 
feasible way to streamline the bureaucracy governing economic zones given existing political 
constraints? 
 
Explain how SEZs were used in Asia to facilitate economic growth. Compare the conditions that 
existed in Asia with those that exist in Africa. How would you adapt the SEZ model to 
Tanzania?  Would you use SEZ’s to attract investment from a particular industry (e.g. textile, 
agro-processing), or should there be no industry or sector bias? If SEZ’s should try to attract 
investment of particular industries, what industries should Tanzania choose? 
 

 
 

The Leadership Academy for Development (LAD) trains government officials and business 
leaders from developing countries to help the private sector be a constructive force for economic 
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Exhibit 1 
	  
Core incentives and benefits available under the Tanzania EPZ program 
Fiscal Incentives 
• Exemption from all taxes and levies imposed by Local Government Authorities on products produced in 

EPZs for ten (10) years. 
• Exemption from corporate tax for ten (10) years. 
• Exemption from VAT on utility and wharfage charges. 
• Exemption from withholding tax on rent, dividends and interests for 10 years. 
• Remission of Custom Duty, VAT and other taxes on raw materials and goods of capital nature related to 

production in EPZs. 
• Remission of customs duty, VAT, and any other tax payable in respect of importation of one administrative 

vehicle, ambulances, firefighting equipment vehicles and up to two buses. 
• Treatment of goods destined to EPZs as transit cargo. 

 
Non-fiscal Incentives 
• Access to competitive, modern and reliable services available within the EPZs. 
• Allowance to sell up to 20% of goods to the domestic market. 
• Entitlement to an initial automatic immigrant quota of up to 5 persons during the start up period and 

subsequent processing of additional applications by EPZA. 
• Exemption from pre-shipment or destination inspection requirements. 
• Provision of temporary visas at point of entry to key technical, management and training staff for a 

maximum of 60 days. 
• Subject to compliance with applicable conditions and procedures, accessing the export credit guarantee 

scheme.  
• Unconditional transferability of profits, dividends and loyalties. 

 
Procedural Incentives 
• Representation from key ministries/agencies in EPZ Council to avoid bureaucracy in decision making. 
• Investors operations are under a single license issued by the EPZ Authority. 
• On site customs inspection in the Export Processing Zones 
• One–Stop-Service Centre by EPZA for investors, facilitation and aftercare services. 
• Rapid project approval. 

 
Source: Summarized from EPZ Act and EPZA website 
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Exhibit 2 
 Responsibilities of EDZA 
• Acquiring land in its name and erecting thereon industrial and commercial buildings and lease them to 

EDZ investors;  
• Acquiring  land in its name, leasing and issuing derivative rights of the acquired land to EDZ investors; 
• Coordinating with other Government institutions in the provision of off-site and on-site  infrastructure at 

the Economic Development Zones; 
• Determining priority sectors to be promoted in a particular Economic Development Zone; 
• Preparing national and international programs for appropriate promotion of the Tanzania’s Economic 

Development Zones; 
• Providing within the Economic Development Zones utilities and  systems of sewerage, drainage and 

removal of refuse and waste for the benefit of Economic Development Zones investors and other users; 
• Providing facilitation to investors intending to invest in EDZ as well as those already licensed. The 

facilitation activities will enable them carry out their business activities efficiently; 
• Regulating and coordinating EDZ investments; 
• Carrying out management of the Government owned Zones; a function which may also be sub-contracted 

to Management Companies; and 
• Exercising such powers and functions as may be deemed necessary for implementation of the provisions 

of the EDZ Act. 
 
Source: EPZA  

 

 
 
Exhibit 3: A map of existing and proposed Zone locations 
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Source: EPZA 

Exhibit 4: Investment incentives for different investor categories in EPZs/SEZs 
 
 Category A: 

Developers of 
EPZ/SEZ 

infrastructure 
and providers of 
utility services to 

EPZs/SEZs 

Category B: 
Investors 

undertaking 
commercial 

activity, 
services, or 

production for 
the local market 

Category C: 
Investors 

producing for 
export markets 

Category C: 
Investors in 

special sectors 
(for example, 

tourism, mining, 
agriculture) 

Exemption on taxes and duties 
on Imports of raw materials 

 Full Full3 

As per relevant 
other category 
plus additional 
sector-specific 

incentives 
available through 

GoT schemes 

Exemption on taxes and duties 
on Imports of capital equipment
  

Full  Full 

Corporate tax exemption 10 years  10 years 
Exemption of local government 
taxes and levies 

  10 years 

Exemption of withholding tax 
(rent, dividends, interest) 

10 years  10 years 

Exemption of withholding tax 
on interest of foreign-sourced 
loans 

 Full Full 

Exemption from property tax Full     

                                                
3	  In	  addition,	  treats	  goods	  with	  final	  destination	  in	  the	  EDZ	  as	  transit	  cargo	  

Operational

Planned	  
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Exemption of customs and 
VAT in vehicle imports 

1 vehicle, 1 
ambulance, 
firefighting 
vehicles, 2 buses 

1 vehicle, 1 
ambulance, 
firefighting 
vehicles, 2 buses 

 

Exemption of stamp duty Full   
Exemption of VAT on utilities 
and services 

Full  Full4 

Automatic immigrant quota 5 persons in start-
up 

5 persons in start-
up 

5 persons in start-
up 

On-site customs clearance  Full Full 
Exemption from pre-shipment 
and destination inspections 

 Full Full 

Transferability of foreign 
currency 

 Full Full 

Access to export credit 
guarantee scheme 

  Full 

Source:	  ICRA,	  Baker-‐Tilly	  &	  NORPLAN	  (2009)	  
 
 
  

                                                
4	  In	  addition	  to	  utilities	  and	  services,	  also	  includes	  exemption	  of	  VAT	  on	  wharfage	  	  charges	  
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Exhibit 5: Eligibility criteria for EPZ and SEZ licensing 

 
EPZ licensing criteria: 

• Be a new investment 
• At least 80% of good produced/processed should be exported. 
• Annual export turnover should not be less than US$ 500,000 for foreign investors 

and US$ 100,000 for local investors. 
SEZ licensing criteria: 

• Be a new investment 
• Minimum investment capital of US$ 100,000 for local investors and US$ 500,000 

for foreign investors. 
• Investment project must be located within the designated SEZ area. 

 
 

Exhibit 6: Examples of Companies in SEZs and EPZs 
 
Companies in Special Economic Zones 

Company Investor origin Industry 
Ando Roofing Tanzania Building materials 
DZ Cards Ltd. Thailand Plastic cards 
Harvest Africa Tanzania Agri-processing (coffee) 
Labotrix Group China Laboratory equipment 
MSK Apparel Ltd Bangladesh Textiles and clothing 
Paperkraft International Tanzania Paper and packaging 
PEC Industries Kenya Agri-processing (confectionery) 
Quality Pulse Exporters Ltd. India Agri-processing 
Rising Electronic Ltd. China Electronics (assembly) 
Saveway Ltd. Tanzania Agri-processing (cashews) 
Tembo Agro Ltd. Oman Agricultural equipment 
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Companies in Economic Processing Zones 

 Location Name of EPZ Operator Business / Status 

1. Millennium 
Business Park 
(MBP), DSM 

Reclaimed Appliances (T) Ltd Processing of semi finished goods / 
closed, not in operation 

2. African Pride Textile Mills Co. Ltd (local 
investor) 

Manufacturing of textile products / in 
operation 

3. African Packing International Ltd Sorting and packing imported used 
clothes / currently not in operation 

4. Cami Apparels Ltd  Garment manufacturing for AGOA and 
EBA markets / currently not in operation 
due to decline in business  

5. Hifadhi EPZ 
(HEPZ) 

Tsubasa Renewcar Ltd Renovation of imparted used cars and 
machinery / in operation 

6. Metrec International Ltd Recycling non-ferrous metal scrap and 
used automobile batteries / operations 
suspended 

7. Balaji Tanzania Ltd (investor from India) Manufacturing candles / in operation 
8. Nagoya Motors Ltd (investor from Japan) Reconditioning of motor vehicles / in 

operation 
9. Global Vehicles Tanzania Ltd (investor 

from Japan) 
Renovation of  imported used cars for 
export / in operation 

10. Honey Care Africa (Tz) Co Ltd (investors 
local and India) 

Processing honey for export / in 
operation 

11. Fortune Plastic and Thermoware Ltd 
(investor from India) 

Production of plastic products for export 
/ in operation 

12. Dardam Limited (local investor) Manufacturing of decoration stones and 
wood engravings for export / in 
operation 

13. Kisongo EPZ, 
Arusha 

Vector Health International Ltd Manufacturing mosquito nets / in 
operation 

14. Net Health Limited Manufacturing mosquito nets / in 
operation 

Single factory EPZs 
15. Vingunguti 

Industrial Area, 
DSM 

Mwananchi Gold Co Ltd Gold refining and jewelry / stopped 
operation since late 2007 

16. Pugu Road, DSM Kibo Trade Textile Limited Garment manufacturing for AGOA 
markets / in operation 

17. DSM Gaia Eco Solution (T) Ltd* Recycling non ferrous metal scraps and 
used car batteries / in operation  

18. Kingolwira 
Morogoro  

Unnat Fruits Processing Ltd Processing juice concentrates / in 
operation 

19. Kibaha Comprint International Ltd Assembly & manufacturing of trailers 
and commercial buses / in operation 

20. Rukwa Sumbawanga Agriculture and Animal 
Food Industries (SAAFI) 

Manufacturing of various processed 
meats / in operation 

21. Arusha Mt Meru Millers Ltd Processing sunflower oil for export / in 
operation 

Source: EPZA 
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Exhibit 6: Timeline of Key Policy Reforms Related to SEZs 
1995 
An African Development Bank Study recommends that EPZs be established in Dar es Salaam, 
Kigoma, Tanga and other suitable towns. 
2000  
Following another study in 2000, the Government of Tanzania decided to appoint the National 
Development Corporation (NDC) to look into the establishment of EPZs in the country. 
2002: Tanzania adopted the Export Processing Zones initiative as part of its wider program of 
economic reform. 
2006  
EPZ program finally operationalized under the Ministry of Trade and Industry with the creation 
of the Export Processing Zones Authority and in the same year an SEZ program is launched by 
the Tanzanian government under the Ministry of Planning, Economy and Empowerment. 
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Exhibit 7: Rules Governing Executive Board 
 
According to the Export Processing Zones Act Section 14 (1) “there is to be established for the 
Authority a Board to be known as the Export Processing Zones Authority Board. The Board shall 
consist of the following members: 

a) The Minister responsible for industries who shall be the Chairman. 
b) The Attorney-General 
c) The Permanent Secretary of the Ministry responsible for finance 
d) The Permanent Secretary of the Ministry responsible for water 
e) The Permanent Secretary of the Ministry responsible for energy 
f) The Permanent Secretary of the Ministry responsible for local government 

authorities. 
g) The Executive Secretary of the Planning Commission. 
h) The Commissioner General of the Tanzania Revenue Authority 
i) The Commissioner for Lands 
j) The Chairman of the Tanzania Private Sector Foundation and  
k) The President of the Tanzania Chamber of Commerce, Industry and Agriculture 

The Board may co-opt any person to attend meetings of the Board. 
 
According to Section 15 (2) “the Board shall subject to any directions on matters of general 
policy which the Minister may give in that behalf, have the responsibility and power to: 

a) To develop Export Processing Zones policies and to give general policy directions in 
relation to the development and operations of the Export Processing Zones. 

b) To approve plans and programmes related to the establishment and development of 
Export Processing Zones. 

c) To advise the Minister pursuant to Section 3 of this Act. 
d) To determine priority sectors to be promoted in a particular Export Processing Zones. 
e) To approve specific financing requirements for the development of the Export Processing 

Zones. 
f) To approve structure and manning levels of the Authority; and 
g) To approve operational policies and staff remunerations. 

(3) The Board shall have powers to regulate its own procedures. 
According to Section 16(1) the Board shall hold four regular meetings every year and 
may hold more meetings if the business of the Authority so requires. 
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Exhibit 8 
 

 
source: World Bank, The Africa Competitiveness Report 2009 
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