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Introduction

• Industrialization is an important catalyst for structural transformation, 
job creation and growth in Tanzania

• Like many other SSA countries, Tanzania uses SEZs as a tool for 
stimulating the industrialization process

• Firms in SEZs are usually offered a wide range of incentives including tax 
breaks, subsidies and superior infrastructure

• A large literature exists highlighting the benefits associated with the 
clustering of firms in one geographic location (Krugman 1991; Fujita et al. 1999)

• Reduces transport costs

• Facilitates labour market matching

• Facilitates technology transfers and knowledge sharing

• There are currently more than 3,000 zones located in more than 135 
countries around the world, most are in developing countries



Introduction

• Despite their prominence in African industrial policy little is known about 
the effectiveness of SEZs

• Farole (2011) reviews some of the evidence:

• SEZs significantly under-perform in terms of investment, exports and job 
creation

• Firms in SEZs have few linkages with local domestic firms

• SEZs have very few firms compared with those in other parts of the world

• Lack of effective planning, weak governance and regional instability are the 
main sources of under-performance

• Few other studies have examined the success of spatial industrial policies 
in SSA, a notable gap in knowledge for what has become a key industrial 
policy tool

• In this project we set out to examine the performance of SEZs in Tanzania



SEZs in Tanzania

• Legislation and coordination:

• SEZs were established under the Special Economic Zones Act 2006 and 
EPZs under the Export Processing Zones Act of 2002. Economic Zones 
Law of 2011 brought the two together

• Both are coordinated by the EPZA but fall under different Ministerial 
responsibilities

• EPZs fall under the Ministry of Trade and Industry

• SEZs fall under the Ministry of Planning, Economy and Empowerment

• The Tanzania Investment Centre coordinates investment in its totality

• Main incentives offered include tax holidays; duty, wharfage and VAT 
exemptions on raw materials and utilities; and reduced transaction costs 
(documentation for workers and inspections, etc. are done on-site)

• SEZs cover: EPZs, free ports; free trade zones; industrial parks; regional 
headquarters; science and technology parks; agricultural free zones; 
tourism development zones;  business incubation centres. 



SEZs in Tanzania

• Eligibility criteria for EPZ licence:

• New investment

• At least 80 per cent of goods 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.

• Eligibility criteria for SEZ licence: 

• New investment

• Minimum investment capital of US$100,000 for local investors and 
US$500,000 for foreign investor

• Investment project must be located within the designated SEZ area



Sector breakdown of investment in SEZs

Engineering
46%

Agro-
processing

43%

Mineral 
Processing

8%

Meat 
Processing

3%

• 140 registered companies
• 44,227 jobs created  - mostly Tanzanians
• 45% of firms are Tanzanian owned                       (Mrindoko, 2015) 

Source: Meru (2010).



Data collection

• To understand the performance of SEZs we need good quality data

• Our aim was to collect primary data on firms and workers in SEZs

• Two survey instruments were developed:

• Enterprise survey: focus on business networks and linkages, technology 
transfers and perceptions of firms in relation to functioning of SEZ

• Employee survey: linkages with other workers in the SEZ and the local 
community

• Sampling:

• List of 147 firms provided by the EPZA (population of firms located in SEZs)

• Random sample of 50 firms selected to ensure representative of the 
distribution of industries and regions in Tanzania

• Many firms were not operational and only 18 could be surveyed

• Supplemented with an additional 6 firms that were identified in zones but 
were not on the original list



Geographical coverage of surveyed firms

Region Number of firms 

sampled

Proportion of population of 

firms from EPZA list (%)

Dar es Salaam 8 74.3

Arusha 4 4.3

Kilimanjaro 3 1.4

Mwanza 1 2.1

Shinyanga 1 2.1

Tanga 3 2.9

Coast 2 6.4

Morogoo 2 2.9



Characteristics of surveyed firms

• Almost all managers were male with an average age of 41

• The majority (16) were from Tanzania. Other nationalities included UK, 
Bulgaria, China, Pakistan and 4 from India.

• Well connected in terms of ICT – 22 had internet access and an email 
address

• 16 were single entity establishments while 8 were part multi-
establishment firms

• For 14 firms all (or a large proportion) of the capital is under foreign 
ownership with a wide range of nationalities holding the majority of the 
foreign share

• Most firms (21) first started operating within the zone where they were 
currently located; only 2 firms moved from a different location



Characteristics of employees

• Attempted to survey 30 employees per firm. Total sample of 379

• Type of workers surveyed:

Freq. %

Manager 24 6.3

Professional worker 25 6.6

Office worker 30 7.9

Sales worker 7 1.9

Service worker 57 15.0

Production worker 236 62.3

Total 379 100.00



Characteristics of employees

• 63% married

• 57% have at least secondary education and 11% have attended College 
or University

• For 40% of the sample this was their first job (especially production 
workers)

• For those who were employed previously, the most frequently cited 
reasons for choosing to move jobs were better salary, better working 
conditions and better social benefits

• Average wages per month are approximately 390,000 TZS

• The majority of employees found the job through advertisements in the 
newspapers or through the door visit; 39% found the job through a 
relative or friend working at the firm



Firm-to-firm interactions
• Only one firm surveyed sells output to other firms in the SEZ

• Majority of output is for final consumption (88%)

• Most produce is sold directly to export markets (78%)

• Source of raw materials:

Mean Max

From Households 7.6 80

Domestic, non-state enterprises in the 

SEZ

5.2 100

Other domestic, non-state enterprises 31.1 100

State enterprises in this SEZ 2.4 40

Other state enterprises 1.4 30

Foreign enterprises in this SEZ 1.4 30

Other foreign enterprises 4.8 100

Imported (directly) 48.4 100

Other 2.5 30



Interactions between workers and the local community

Frequency of 

interaction with 

colleagues in this 

enterprise outside of 

working hours (%)

Frequency of 

interaction with 

colleagues in other 

enterprises within 

SEZ (%)

Frequency of 

interaction with 

members of the local 

community (%)

Daily 59.0 10.4 43.9

Weekly 23.9 6.1 17.0

Fortnightly 5.1 4.0 11.4

Monthly 2.7 6.4 7.5

Once a 

year

0.5 1.1 2.1

Never 8.8 72.1 18.1

Expenditure in local community:
• 25% spend <4,000 TZS per week
• On average (weighted) employees in the SEZs spend 16,000 TZS per week or 

17% of their average weekly earnings.



Technology Transfer

• Technology transfers from input suppliers and customers

• 9 firms indicated that their relationship with their input suppliers required 
additional investments

• Of these 8 indicated that this resulted in technology transfers from the 
supplier to the firm.

• 9 firms indicated that their relationship with their customers required 
investments that lead to technology transfers

• Technology transfers from export markets:

• 16 firms receive orders for direct export production

• Of these 14 receive product specification, designs or materials for 
producing the goods

• Of these 8 firms indicated that the foreign partners provided technology 
and expertise

• 14 firms indicate that they have an internationally recognized quality 
certification which required them to meet certain standards of production 
(form of technology transfer)



Reasons for establishing in SEZ

Mean n

Access to grant/subsidy 1.68 19

Tax benefits 3.52 23

Access to transportation infrastructure 2.43 21

Access to inputs 2.77 22

Access to customers 2.32 22

Access to skilled labour 1.81 21

Access to unskilled labour 1.48 21

Interactions with other firms in SEZ 1.81 21

Marketing 2.00 21

Access to electricity 2.34 21

Access to water system 2.34 21



Constraints to growth of enterprise

• Most important constraints:

• Difficulties in hiring waged labour

• Accessing power and fuel

• Difficulties in getting licenses and permissions from the authorities

• Lack of clarity in government policy in relation to SEZs

• Bureaucracy – very high number of compliance visits

• Assistance required from authorities:

• Removing bureaucratic requirements and restrictions

• Providing assistance with infrastructural facilities



Case Study

NIDA Textile Mills is a 100% privately Tanzanian owned firm joined an SEZ in 2000 but 
pulled out in 2004 because of inability to compete on export markets (Mudida, 2006):

Technological disadvantage

High labour costs

Low labour productivity

High utility costs

Once located outside of the zone, NIDA increased profits and began exporting

NIDA subsequently re-entered the zone through a subsidiary to obtain better access to 
global markets. Reasons given by current management included:

electricity/gas prices were too high in the zone

energy cuts and rationing were the norm

lack of cheap skilled labour

high costs (price and distance) of inputs, such as raw materials

Poor transport and related inrastructure

Main reasons for success outside the zone included fact that they could choose who to 
employ, where to locate the plants and work free of red tape



Policy Lessons

• While the sample of firms we surveyed are not representative of the population 
of firms in SEZs in Tanzania,  the data we gathered provides us with some 
interesting insights which can be used as a basis for further research

• Lesson 1: Limitations in the coordination and organisation of SEZs in Tanzania. 
Firms located in SEZs are overly burdened with red tape and bureaucratic 
procedures that add significantly to their cost structure and reduce their 
competitiveness

• Policy recommendation 1: Review the current management and coordination of 
SEZs and find ways of reducing the bureaucratic burden placed on firms within 
zones. 

A full census of firms located in SEZs is recommended along with a detailed 
survey of enterprises and employees along the lines of the protocols designed 
for this project.

This will facilitate better coordination and will ease the bureaucratic burden on 
firms



Policy Lessons

• Lesson 2: Firms located in SEZs, while benefiting generally from better 
infrastructure, are constrained by the supply of energy and power

• Policy recommendation 2: Investments in energy infrastructure need to be 
stepped up for a policy of industrialization, through SEZs or otherwise, to be 
successful

• Lesson 3: Accessing suitably skilled labour is problematic for firms located in 
SEZs in Tanzania

• Policy recommendation 3: Consideration should be given to the location of a 
supply of waged labour in the spatial planning of zones. Alternatively, 
implementing policies that promote labour mobility may help firms better access 
the labour resources that they need.



Conclusion and policy lessons

• Lesson 4: interactions between firms within zones and with the local community 
appear very limited. Firms are, however, benefiting from technological transfers 
through the supply chain and from export markets but not from each other.

• Policy recommendation 4: Promoting better linkages between firms within zones, 
and with other domestic firms has the potential to increase technological 
spillovers between local firms.

Access to export markets is an important benefit to firms locating in zones and 
further facilitation of entry into global markets has the potential to lead to more 
technology transfers that in turn could spill over to other firms in the zones and 
local community. 

• Lesson 5: interaction of workers with the local economy presents an opportunity 
for economic development within the local economy around SEZs.

• Policy recommendation 5: More research is needed to fully understand the 
extent and nature of these interactions and their potential to lead to significant 
local economic development.



Thank you

Questions and comments most welcome


