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1. Background and Objectives 

1. The Government of Mauritius is implementing the Mauritius Africa Strategy, which is focused on 

positioning Mauritius as a bridge for investment and trade in order to open new markets in Sub-Saharan 

Africa (SSA). A cornerstone of this strategy is sharing the successful experience of Mauritius in providing 

an attractive business environment bundled with good infrastructure and services in order to accelerate 

investments in trade, services and manufacturing in SSA countries. 

2. More specifically, the Government of Mauritius is implementing a bilateral Special Economic Zone 

(SEZ) program under the Mauritius-Africa Fund (MAF) which was established in February 2014 as a public 

company, with the Mauritian government as the sole shareholder. The immediate focus of the MAF is to 

develop SEZs in select sub Saharan African (SSA) countries under a government-to-government 

cooperation framework to further regional integration and South-South cooperation while promoting 

quality investments into SSA. Facing increasing costs and the loss of preferential trade arrangements, 

Mauritian firms are seeking to offshore the more labor-intensive segments of the textile and apparel value 

chains to countries such as Madagascar where Mauritian firms have traditionally made significant 

investments. 

3. One of MAF’s current SEZ projects is in Madagascar where they have partnered with the 

Government of Madagascar (GoM) for the development and operation of a portion of the proposed 

Moramanga Textile City/Zone. The partnership model comprises: i) sharing economic development 

models, ii) facilitating access to investment and finance, iii) tapping into established and emerging 

knowledge sectors, iv) overcoming geographical challenges to integration and cross-border trade, and v) 

leveraging the digital economy. 

4. A Memorandum of Understanding (MoU) was signed between the GoM and the Government of 

Mauritius in March 2016 which led to an agreement between the Economic Development Board of 

Madagascar (EDBM) and the MAF in March 2019 for the development and management of the proposed 

Moramanga Textile City/investment zone. The MoU and subsequent agreement paved the way for the 

establishment of a joint-venture Special Purpose Vehicle that will develop an action plan with clearly 

defined deadlines and responsibilities, coordinate and supervise the implementation of the action plan and 

prepare economic, technical and financial feasibility studies. The action plan is expected to lead to a 

Framework Agreement for the implementation of the zone. 

5. Both the EDBM and the MAF are committed to mobilize technical and financial resources for 

project implementation including sharing of Mauritian expertise/experience as well as joint efforts to attract 

both Mauritian and international investors to the zone. The commencement of the project is subject to the 

establishment of a Regulatory Body for Investment Zones in Madagascar and the necessary legal and 

regulatory frameworks; approval of the Business Plan as well as all required approvals and arrangements 

for project implementation including the nature of the joint venture agreement, the transfer of land for the 

project to the SPV and financing of infrastructure development.  

6. The EDBM carried out a feasibility study for the zone in November 2018 (the study was financed 

by the African Development Bank). The Moramanga Textile City is envisaged as an industrial facility 

catering for firms in the textiles and apparel value chain such as textiles and apparel including the 

production of yarn and ancillary products such as buttons, zippers and packaging materials. The zone is 

being planned as a new, integrated urban growth center including commercial and residential development. 

The proposed location is a 682 hectares site in the district of Moramanga in the Alaotra-Mangoro region, 

approximately 120 km from Antananarivo and 240 km from the port of Toamasina along the country’s 

main economic corridor linking the capital to the port. The previous proposal was for the first phase of the 
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zone covering 228 hectares to be developed by 2024 at an estimated on-site development cost of US$158 

million. However, the first phase to be developed by the joint venture SPV is now reduced to 80 hectares 

and the timing and development costs are being revised given the delays and the covid-19 pandemic. 

7. The economic rationale for the Moramanga Textile City Zone derives from the growing 

investments in textiles and apparel production in Madagascar driven by the preferential trade access to the 

US, EU, SADC and COMESA markets and competitive labor costs. The EDBM reports around 100 firms 

(of which a third are owned by Mauritians), employing around 150,000 formal workers1 currently with 

exports totaling about US$487 million in 2018. About half the exports were to the EU market followed by 

to the US (29%). There are core policy issues to be addressed for the successful development and 

management of the Moramanga Textile City Zone including a modern enabling legal and regulatory 

framework for the planning, development, operation and management of zones based on global good 

practices.  

8. This technical note is in response to a request from both the MAF/Government of Mauritius 

and the EDBM/GoM for: i) an update of the current status of the SEZ regime in Madagascar i.e. policy, 

legal, regulatory and institutional framework and current proposals being considered by the GoM as well 

as opportunities for improvement, ii) benchmarking Madagascar’s main competitors in the global textile 

and apparel markets (such as Bangladesh, Ethiopia and Kenya) and comparing their SEZ regimes for 

textile/garment zones to identify competitiveness strengths and weaknesses and lessons learned, and iii) 

outline opportunities for successful development of the proposed zone for consideration by both the GoM 

and the MAF/Government of Mauritius. 

  

 
1 CNAPS data, 2018 
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2. Adopting a Modern SEZ Law for Madagascar 

2.1 Challenges in the Evolution of Zone Legislation 

9. In 2015, the GoM began preparing an SEZ law to improve the country’s “competitiveness” on both 

a regional and global level2. The new SEZ law was envisioned to go beyond the country’s existing Free 

Zone (FZ) law, which although had been successful in the past decade,3 was uncompetitive and outdated4 

compared with SEZ laws emerging in East Africa, the Middle East and South/South East Asia. When 

considering the SEZ law, the Malagasy authorities wanted to promote: i) economic growth, ii) industrial 

diversification, iii) job creation, iv) poverty reduction, and v) large-scale economic zones in the country 

rather than individual, free-standing factories with free zone status, as created to date. In addition, the SEZ 

law was to: i) provide more flexibility on export quota requirements, ii) support increased 

industrialization/value added production/modern sector trends, and iii) create a more level playing field for 

foreign and domestic companies in Madagascar. 

10. After extensive stakeholder discussions, it was decided that the new SEZ law should create a 

business environment in Madagascar, which would help: i) attract/increase new foreign direct investment 

(FDI) and domestic investments, ii) support/improve value and supply chains, iii) produce stronger 

backward and forward linkages between large/medium companies and local SMEs, iv) increase/diversify 

exports to existing and new markets, v) promote the use of technology, digital and ICT systems, vi) provide 

a more diverse range of jobs for the Malagasy population, women and youth, vii) improve infrastructure, 

utilities and logistics networks and reduce transport costs,  and, viii) monitor and evaluate the 

implementation of SEZs to ensure their long-term success, viability and sustainability. 

11. In order to develop an SEZ law which followed international best practices, the Malagasy 

authorities initially consulted with the WB through 2016, then later revised the SEZ law independently in 

2017 to reflect government priorities and further inputs from different Ministries, Departments and 

Agencies (MDAs).  At the end of November 2017, this SEZ law was adopted as SEZ law No.2017-023 by 

Parliament. However, a few articles under this law were later deemed by the High Constitutional Court 

(HCC) as unconstitutional5. A revised version of the law was then re-submitted to Parliament and adopted 

by the National Assembly in March 2018 and by Parliament in August 2018 with the consent of the HCC. 

However, the final step which is the President’s promulgation did not take place given the Presidential 

elections in end 2018. Therefore, the SEZ decree6 and implementing regulations have not been 

finalized and have been put on-hold by the government. As such, Madagascar is currently only working 

with a FZ framework rather than a more modern, competitive SEZ regime which is a missed opportunity 

to enhance the competitiveness of the export sector.  

At present, there are approximately 249 companies with free zone status in Madagascar of which 101 are 

in the textile/garment sector. Both foreign and domestic companies are eligible for benefits under the FZ 

 
2 In SSA, countries like Tanzania, Kenya, Ethiopia, and Rwanda were already developing new SEZ laws. 
3 To date, Madagascar has issued approximately 249 Free Zone licenses (101 to the Textile/Apparel Sector). A 

review of these licenses is being undertaken to determine if companies are following the Free Zone Regulations. 
4 Madagascar’s FZ law was tied to a 95% export requirement, which was often difficult to achieve for smaller or local 

companies, hence limiting Madagascar’s investments and competitiveness.  
5 Décision n°01-HCC/D3 du 17 janvier 2018 concernant la loi n°2017-023 relative aux Zones Economiques Spéciales 
6 A decree is required under Malagasy law in order to make the new SEZ law legal. A decree and regulations are 

needed to: i) create a comprehensive legal/regulatory/institutional framework for SEZs in Madagascar, ii) illustrate to 

investors that Madagascar has a transparent and accountable SEZ regime to reduce investor’s financial, political, 

operational and administrative fears, and iii) make the country an attractive and competitive SEZ location. 
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Law No. 2007-037 of January 14, 20087 if companies export 95% of their production. If a company is 

granted free zone status they are entitled to the following fiscal and non-fiscal incentives, which are broadly 

outlined below8: 

• Income Tax is exempt during the first 5 years, if engaged in processing and intensive production. 

• Income Tax at the rate of 10% after the first 5 years for processing and intensive production. 

• 2 years tax exemption for service sector companies, followed by a tax rate of 10%. 

• 15 years tax exemption for all other types of free zone companies, followed by a tax rate of 10%. 

• Income Tax reduction equal to the tax corresponding to 75% of the amount of new investments 

made after the exemption period. 

• No registration fees when companies are subject to the registration formality. 

• Imports are not subject to Value Added Tax (VAT). 

• Export and sales to other Free Zone Units are subject to VAT at the rate of 0%, 

• Sales made into the local market is subject to VAT at the rate of the ordinary law (20%), 

• Sales made by local companies to Free Zone Units are subject to VAT at the rate of common law, 

which is deductible and refundable provided that the nature of the good or service consumed relates 

to taxable transactions. 

• Raw materials, inputs, materials and equipment intended for free zones are exempt from customs 

duties and import taxes. 

12. Although the FZ9 law permits large-scale zones in Madagascar, to date none have been developed10. 

This is probably because the FZ regime does not provide rules, regulations, criteria or direction on how to 

select sites, undertake feasibility studies, select a developer or operator, or outline requirements for 

implementing zones which are all critical for any competitive zone regime. Despite this lack of clarity on 

establishing a Malagasy SEZ regime, EDBM does however plan to develop three, large-scale, traditional 

free zones in Madagascar - Tulear, Diego Suarez, and Moramanga. The 648 ha Moramanga site has been 

prioritized by EDBM as a pilot FZ project (although initially these three projects were supposed to be 

SEZs.) There is a window of opportunity to develop the Moramanga Textile City Zone and other 

proposed SEZs under a new SEZ regime which will provide a competitive business and institutional 

environment far superior to the current FZ regime. To better understand the key differences between 

Madagascar’s SEZ and other zone laws, a comparative analysis was carried out in 2019 and is presented in 

Annex 1. 

13. A few important directives critical for successful operation and regulation of SEZs were not 

addressed in the SEZ law 2017-023. The following are some key omissions11 in the law: i) designation of 

the authority for SEZs (the proposed entity under the “Ministère en charge de l’aménagement du territoire” 

is not typical of a SEZ Authority)  ii) clarification of whether the implementing agency will be 

autonomous/semi-autonomous or dependent on the Ministry, iii) designation of the head of the agency, 

organizational structure and the required capabilities, iv) power and water saving measures, green 

technology, and climate change/resilience mechanisms that will be mandatory within zones, and v) the 

 
7 The FZ law provides a different incentive package then the proposed SEZ law.  
8 A more detailed overview of fiscal and non-fiscal incentives for the FZ law is in Annex 1. 
9 Also known as the EPZ Law: in this note we use the term Free Zone (FZ) for consistency 
10 The proposed Ehoala SEZ did not get pass the feasibility study stage 
11 This is not an exhaustive list. 
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status of the SEZ law viz-a-viz the existing free zone/free enterprise laws i.e. whether the existing laws will 

be phased out, exempted or grandfathered into the SEZ law.  

14. Although these issues could be addressed within implementing regulations, defining these directly 

in the law provides for greater unambiguity and certainty.  Key directives in the law would have preempted 

subsequent discussions on whether the EDBM should be the SEZ Authority, whether a new Agency should 

be formed, or if SEZs should be placed within a specific Ministry. At present, EDBM’s limited capacity is 

stretched with investment, investment promotion and free zone responsibilities, amongst others. The 

EDBM simply does not have the staffing capacity to take on additional/expanded responsibilities. 

According to global good practice, an SEZ Authority should not be a re-engineered or re-structured Agency 

and ideally should be: i) a new agency, responsible for overseeing all aspects of the SEZ regime, ii) a zone 

regulator rather than a developer to minimize conflict of interest, iii) an autonomous entity under the 

purview of the President or Prime Minister’s office in order to show political will and support for SEZs. 

There is currently no such entity in Madagascar which is a serious obstacle in establishing a 

competitive SEZ regime. 

15. Competing zone initiatives will create confusion and weaken institutional arrangements. 

Besides the Free Zone Law and the SEZ Law, there is also the law on industrial zones (Loi n°2017-047 sur 

le développement de l’industrie or LDI).  Each of these laws refers to a different regulatory authority for 

the zones: EDBM for the free zones, Autorité de Régulation des ZES (AZES) for the SEZ and Autorité 

Nationale pour le Développement de l’Industrie (ANDI) for the industrial zones. In addition, the current 

government is now focusing on the zones d’émergence industrielle and the setting up of the Agence de 

Gestion des Zones d’Emergence Industrielle (AGZEI). Reportedly, the Ministry of Agriculture is currently 

preparing another SEZ law, so it can begin implementing agriculture zones in Madagascar. Setting up 

different and competing zone laws/regimes/frameworks inevitably promotes dueling Authorities in-charge 

of each regime, confuses investors and does not enhance overall competitiveness and investment promotion. 

In fact, countries which are most successful at attracting FDI are those with: i) a single, transparent, and 

accountable zone framework, which clearly sets out the legal and regulatory structure and institutional 

Authority in-charge of the SEZ regime, ii) streamlined approval processes, fast-tracked procedures, and 

limited documentation requirements, iii) an investor’s handbook/promotional materials to outline the law, 

rules and regulations, and iv) automated systems which have the ability to process, monitor, track and 

evaluate development applications. In addition, an SEZ law should be flexible enough to support all types 

of sectors which are legal, non-hazardous, and do not disturb the public peace. Hence, there should be no 

need for the Ministry of Agriculture to have their own zone laws/regimes/frameworks or a separate 

regulating authority. 

2.2 Missed Opportunities Under the Current Free Zone Law 

16. The implementation of the current FZ law in Madagascar has been fraught with challenges which 

hamper the competitiveness of the exporting firms especially in the textile/garment sector. The law itself 

does not provide adequate support for the evolving needs of the sector and fails to address social and 

environmental standards, skills development, clustering and integration of value chains nor does it provide 

incentives for green technologies and climate resilience initiatives. These challenges and missed 

opportunities are summarized as follows: 

• Lack of awareness and common understanding of the Free Zone law. The FZ law, rules and 

regulations have not been widely published or promoted and are difficult to access. The FZ law 

should be easily accessible. There should be promotional materials in EDBM’s offices and it should 

be placed, in its entirety, on EDBM (where it was available before but not currently) and other 

MDA websites. All materials should be published in French, English, Malagasy and other official 

languages. 
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• The Free Zone law is no longer competitive with other low-cost destinations and the evolving 

needs of the export sector. In most countries, free zone laws have been replaced or phased out by 

SEZ laws. Generally, an SEZ law is a more flexible regime as it does not have mandatory export 

requirements and promotes large scale clustering of industrial activities. An SEZ law is based on 

constructing: i) a secure zone with serviced plots and guaranteed access to well-maintained roads, 

stable and clean power, water, wastewater treatment and solid waste removal, ii) backward and 

forward linkages between large and small companies/local Small Medium Enterprises (SMEs), iii) 

support facilities and amenities (such as training facilities, exhibition space and incubators) within 

the zone for the benefit of tenants/workforce, iv) a one stop shop (OSS) and after care to provide 

assistance to investors, and v) upgraded transport and logistics routes from the zone to national 

assets like ports, airports, rail and highways to allow for reduced logistics times and costs and easier 

delivery of goods to markets. In time, an SEZ regime in Madagascar may even help create a more 

vertically integrated value chain. The above benefits cannot be obtained under the current FZ law 

or via a single, free-standing FZ factory. Although technically it may be possible to upgrade the FZ 

law, from lessons learnt, it is better to start anew with a new law rather than try to significantly 

change and/or restructure an existing FZ law (also since the GoM has already invested in an SEZ 

law). 

• Value Added Tax is a payback scheme under the Free Zone regime. Although technically the 

VAT requirement under the FZ law is 0% (for all goods destined to be exported or for all goods 

destined to be used to produce exported products),  in practice investors are required to pay VAT 

upfront and it is then returned under a payback scheme. Because the payback timeframes are 

inconsistent, a firm’s funds could be unnecessarily tied up. 

• Opportunities in infrastructure financing and industrial clustering. The existing FZ law 

promotes individual, free-standing factories rather than larger-scale zones, where a cluster of 

companies can locate. There are various benefits from industrial clustering, as mentioned above. 

But a distinct benefit of SEZs is that large zones can optimize investments in power, water and 

wastewater treatment networks reducing the cost of infrastructure and utilities for a company 

located in the zone and providing backup alternatives to ensure that production is not disrupted. 

Access to and the cost of power is a significant problem for the textile/garment sector. In an SEZ 

law, it can allow for the investment/development of power and other key utilities through Public 

Private Partnerships (PPPs), which improves access and reduces costs to tenants of a zone. 

• Strengthening skills upgrading and human capital. Although the workforce is productive in 

Madagascar, as the textile/garment sector advances the labor pool will require additional training 

to meet the increasing technical needs of the industry. Currently, only 40-45% of workers have a 

primary education and as such, a comprehensive examination of a vocational training curriculum 

for the workforce should be undertaken to provide a holistic approach for the textile/garment sector. 

That said, often modern zone laws and regulations incorporate training and capacity building 

programs and facilities into their laws so that zone operators and tenants can hold in-house training 

within zones.  

• Environmental and social standards are critical and yet are missing. The FZ law does not 

address environmental or social requirements. These are key issues for most FDI today, as they 

have corporate and/or sector specific charters/mandates to follow. A modern zone regime would 

require: i) an environmental and social impact assessment and potentially a resettlement action 

plan, if necessary, ii) appropriate mitigation measures to address air, noise, soil and water pollution 

and impacts on adjacent environments, iii) health and safety plans, and iv) construction/operational 

management plans all sanctioned and approved by the government. Today, most FDI factories are 

designed to international building standards, which are often higher than in-country building codes. 

In addition, investors are undertaking energy, water and waste audits, introducing associated 
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management programs, committing to social compliance (anti-slavery and human trafficking) and 

monitoring the safety of their workforce in order to meet charter and client requirements.   

• Green technology and climate change resilience are also missing. The existing FZ law does not 

address green technology and the need to create climate change resilient environments for zones. 

LEED certified buildings and green technology will be the way of the future, so all zone laws 

should include these new, important design requirements. In addition, the promotion of energy 

efficient and cost saving measures for power (such as co-gen, biomass, solar and windfarms), re-

cycling/storage of water, the reduction of greenhouse gases and carbon footprints, and making 

infrastructure and utilities resilient to last through natural disasters (earthquakes, cyclones, 

flooding) or climate change events are essential to mitigate negative impacts on the environment. 

• Judicious and targeted use of fiscal incentives. By improving the investment climate and 

business environment in the country, the FZ law or any other equivalent law, does not have to offer 

such generous fiscal incentives to an investor. Hence, if an investor finds it: i) easy to register 

his/her business, ii) quick to obtain a zone/tenant license, iii) efficient to acquire serviced land at 

competitive rates, iv)  swift to get project approvals and building permits, and v) speedy to get the 

goods to market via improved logistics/transport, then a zone law needs to only focus on non-fiscal 

incentives as these are the important factors for an investor. The faster a company can start 

producing and selling goods without problems, the less important fiscal incentives become.  

Hence, under rapidly changing global market conditions under which firms require flexibility and 

agility to adapt to economic fluctuations and volatility, a SEZ regime can provide more protection 

and a far superior business environment for both FDI and domestic investors than a FZ framework.  



 

14 | P a g e  
 

Official Use 

3. Strengthening Competitive Advantages through a 

SEZ Regime 

3.1 Leveraging a SEZ regime to accelerate investment climate reforms 

17. Given the focus on attracting FDI in the textile and apparel sector using the zone approach, it would 

help to benchmark Madagascar’s overall comparative advantages and identify specific areas where the 

country can improve its competitiveness to attract more investors using a successful SEZ regime. The 

comparator countries that were chosen were Bangladesh, Ethiopia and Kenya which are also targeting FDI 

in the textiles and apparel sector. 

18. Madagascar has several comparative advantages including preferential access to export markets, a 

productive and trainable workforce at competitive costs and access to investments from Mauritius and 

elsewhere. Over the years, the FZ law has attracted FDI to Madagascar, which in turn has expanded exports, 

opened new global, regional and local networks/markets for the sector and strengthened its backward and 

forward linkages. In addition, access to trade agreements has further benefited the sector by allowing: i) 

unrestricted access to the US market through the African Growth and Opportunity Act (AGOA), ii) duty-

free access to the European Union (EU) via the Economic Partnership Agreement (EPA)12, and iii) free 

trade throughout South and East Africa from the South African Development Community (SADC), the 

Common Market for East and Southern Africa (COMESA) and the East African Community (EAC) 

agreements, which soon will become the Tripartite Free Trade Agreement, which Madagascar signed in 

2017. Unit labor costs in Madagascar for the apparel sector are very competitive which allows for a more 

diversified range of value-added products. There are immediate opportunities for Madagascar to attract new 

investments in this sector post Covid-19. 

19. Madagascar does compare favorably with the countries targeting FDI in textiles and apparel in 

terms of the overall macroeconomic conditions, economic competitiveness, ease of doing business and 

logistics performance (please refer to Annex 2 for details). Madagascar compares relatively favorably in 

areas such as business/product markets, labor/skillset, health and macro-economic stability.  

20. In order to keep pace with the reforms being undertaken by the comparator countries, Madagascar 

needs to prioritize reforms that are focused on improving its: i) infrastructure, ii) adoption of digital 

technologies, iii) institutions, iv) innovation capacity, and (v) business environment reforms related to 

obtaining construction permits, obtaining electricity, registering property, obtaining credit, protecting 

minority investors, paying taxes, and resolving insolvency processes. In addition, governance concerns, 

infrastructure gaps, and factor market inefficiencies put a ceiling on productivity growth and push workers 

and firms into informality.  

21. In this context, a modern SEZ regime can help address in an integrated and comprehensive manner 

a number of these issues such as i) deep-rooted governance issues (especially as they relate to policy 

unpredictability, red tape, and the uneven playing field in key sectors of the economy), ii)  infrastructure 

bottlenecks and poor connectivity, iii)  limited and poorly functioning factor markets for human capital, iv) 

access to finance (including bridging the gender gap in access to finance), and serviced land (plots 

connected to all necessary utilities).13  

 

 
12 Mainly to France, Germany, Italy and the UK. 
13 Draft CPSD, April 2020 
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22. A competitive SEZ regime could raise much needed investor confidence especially in the current 

covid-19 economic environment of slowing global growth. It could specifically provide direction, focus, 

and clarity on complex issues including: i) establishing policy predictability (particularly around trade, 

investment, and access to land), ii) strengthening public-private dialogue (PPD) mechanisms, and iii) fast 

tracking doing business and pro-competition reforms to cut red tape and lift barriers to entry, iv) launching 

power sector projects which can resolve shortages but also lower tariffs over time, v) creating capacity to 

implement reforms in key productive sectors, and vi) ensuring the climate co-benefits, especially resilience 

are built-in to the relevant policies, reforms and actions.14  

23. While a modern SEZ regime will also benefit individual companies, it would also allow for the 

construction of zones, which would provide the following to investors: i) access to land, ii) simplified 

registration of property, iii) access to electricity, iv) improved on and off-site infrastructure, v) protection 

of minority investors, vi) long term leases with built-in guarantees, vii) contracts which cover insolvency 

issues, viii) reduced corruption, and ix) the introduction of information and communication technology 

(ICT) systems for doing business. These re-engineered processes and procedures could be piloted through 

SEZs and then rolled out throughout the country. This is what other countries have done through their SEZ 

regimes. 

24. In Bangladesh, Kenya and Ethiopia, the SEZ Authorities have either identified land or made land 

available for FDI and domestic investors for industrial activities. The land comes serviced with power, 

water, drainage, wastewater treatment, telecom and solid waste options, and upgraded adjacent off-site 

roads in order to allow investors to get their goods to market faster. In addition, an SEZ regime introduces 

transparent and accountable processes (usually automated) and standardized contracts to protect both the 

Authority and investor.  

3.2 Benchmarking of SEZ Regimes 

a) Bangladesh 

25. The Government of Bangladesh (GoB) began preparing its Economic Zones (EZ) regime in 2008, 

which was intended to be more flexible and competitive than the 1980 Export Processing Zone regime 

(EPZ) under the Bangladesh Export Processing Zone Authority (BEPZA)15. The GoB wanted the new zone 

regime to build upon Bangladesh’s strengths as a low-cost manufacturing/processing destination with a 

large, skilled and unskilled labor pool. With the assistance of the WBG through funding by the Bangladesh 

Investment Climate Fund (BICF) project, a best practice EZ law, regulatory and institutional framework 

was prepared in partnership with key government officials and then vetted through the Prime Minister’s 

Office, which soon took the lead to adopt the EZ regime. The EZ law and regulations were passed in 2010 

and the new Bangladesh Economic Zone Authority (BEZA) was set up shortly afterwards. The head of 

BEZA was tasked with setting up the EZ Board, the Authority, the office and staffing, as well as, developing 

project, site and master planning criteria and simplified, fast-tracked processes and procedures for 

approving EZ licenses and projects. Bangladesh’s EZ regime is based on prioritizing private sector 

development and PPPs, where often BEZA will provide land and/or off-site infrastructure and the private 

developer will be responsible for constructing and operating the zone according to international standards. 

26. Today, BEZA has a mandate to implement 100 zones within a 15-year timeframe. BEZA realizes 

this is a challenge for any country, so at present, they are focusing on producing viable and sustainable 

 
14 ibid 
15 BEPZA has developed 8 EPZs in Bangladesh with varying levels of success dependent upon the location of the 

zone in the country. It must be noted that the EZ regime co-exists with the EPZ regime although all new projects are 

under the EZ regime. 
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zones, which bring a high economic rate of return to the country. Bangladesh’s zone regime also requires 

site assessments and feasibility studies before a project can be approved and all projects are required to 

incorporate a high level of environmental, social, and green resilience into their projects. These measures 

allow Bangladesh to attract Tier 1 FDI and subsequently, their backward and forward linkages. Although 

several successful private zones have been constructed recently in Bangladesh, the GoB’s new industrial 

city, Bangabandhu Sheikh Mujib Shilpa Nagar (BSMSN) in Mirashorai, (approximately 60km from 

Chittagong) is BEZA’s priority project.  

b) Ethiopia 

27. Ethiopia’s IP regime began in 2014 and the legal, regulatory and institutional framework was 

officially adopted in 2015.  The timeframe of Ethiopia’s IP mandate was extremely aggressive due to 

political will. The Industrial Park Development Corporation (IPDC), the Authority responsible for 

regulating IPs in Ethiopia was tasked with: i) constructing IPs throughout the country, ii) addressing 

infrastructure constraints and gaps, iii) improving trade logistics, iv) creating conditions to promote 

accelerated private sector investment, v) developing skills, processes and procedures required to make 

Ethiopia a competitive investment location, vi) creating +1,000,000 jobs within a 10 year period, and lastly, 

vii) improving the manufacturing, processing and agricultural sectors and their value chains, while 

introducing productivity opportunities in the country.  

28. From the start of this initiative, the Government of Ethiopia (GoE) demanded quick results from 

its new IP regime. To jumpstart the preparation of a competitive legal, regulatory and institutional 

framework, the GoE initially partnered with the WB through the Competitiveness and Job Creation (CJC) 

project to help design the new IP regime and to assist in the design, construction and financing of a few 

new IPs in the country – Bole Lemi II and Kilinto IPs. Ethiopia’s IP program was able to grow quickly over 

the years, which in turn, allowed the IPDC and the GoE to construct new, phased public IPs and support 

private IPs in the country, while securing some large anchor tenants, FDI, and SMEs specifically in the 

textile/garment sector. Ethiopia has prioritized the use of green technology, waste reduction, renewable 

energy and water re-cycling in their IPs as power and water are expensive and limited in the country. Today, 

Ethiopia has a number of IPs in place (Bole Lemi I, Eastern IP, Hawassa IP etc.) and over 25 IPs to be 

implemented in the near term. 

c) Kenya 

29. Although Kenya has had a successful Export Processing Zone (EPZ) program since the 1990s, the 

EPZ regime has had its limitations and in the past decade, it has become outdated and static - mainly because 

of its high export requirements. Hence, in 2014 in order to stay competitive with its neighboring countries 

(Ethiopia, Djibouti, Rwanda, Uganda and Tanzania) and to also meet its obligations under the World Trade 

Organization (WTO)16, Kenya decided to develop a more dynamic, inclusive and flexible SEZ program to 

attract foreign and domestic investors and to phase out the EPZA regime. To spur this process, the 

Government of Kenya (GoK) reached out to the WB, the government of Japan (GoJ) and other donor 

institutions for technical assistance in designing their new SEZ regime and to help identify viable SEZ 

locations in the country. 

30. From the start, the new SEZ regime had both political and private sector support and an open 

dialogue between them. The program’s legal framework was officially adopted in September 2015 rapidly 

followed by the passing of Implementing Regulations and the setting up of an SEZ Authority, which was 

tasked with designing a streamlined approval/licensing process for projects and OSS for investors. In 

 
16 Kenya’s purchasing power was soon to become too high to permit EPZ regimes, so the country was required under 

the WTO to adopt a new regime with fewer subsidies and a more even playing field for FDI and local investors. 



 

17 | P a g e  
 

Official Use 

parallel to this process, the GoK undertook site assessments and feasibility studies to determine priority 

locations for SEZs in the country. Initial locations were in Mombasa, Lamu, and Naivasha, but this list has 

grown over the years. Today, the GoK uses the SEZ regime to: i) remain competitive on a regional and 

global platform, ii) be a major investment destination in Africa, iii) lead in the development and expansion 

of manufacturing, processing and assembly in Africa, as well as, iv) create economic opportunities, 

prosperity and jobs for the Kenyan population.  

31. The Figure 1 below summarizes the benchmarking of the various SEZ regimes. 

Figure 1: Benchmarking of Comparator SEZ Regimes 

SEZ Regimes 

 Madagascar Bangladesh Ethiopia Kenya 

Legal, Regulatory and Institutional Framework 
 

Special SEZ or 

Equivalent 

Law/Regulations 

(Y/N) 

N 

SEZ Law No.2017-

023 
No Decree Issued   

Y 

BEZA Act, 2010, 

No.42 
BEZA Implementing 

Regulations 

Y 

IP Act 2015, No.886  

IP Regulations 
No.417 2017 

Y 

SEZ Act No.157, Dec 

15 ,2015 
Finance Act, June 21, 

2017 

Implementing Agency 

of SEZ Regime 

TBD Bangladesh 

Economic Zone 
Authority 

(BEZA) 

Industrial Park 

Development 
Corporation (IPDC) 

Special Economic  

Zone Authority 
(SEZA) 

SEZ Regime’s            

Priority Sectors 

Industrial/ Agro- 
Industrial/ Scientific and 

Technology/ 

Tourism/Financial/ 
Transport and 

Logistics/Other Sectors 

Which Advance Zones 

Textiles/Garments/ 
Apparel/Agro-

Business/Food & 

Beverage/Leather and 
Leather Products/Light 

Engineering/Plastics/ 

Electronics/Furniture/ 
Steel/Cement/Energy/ 

Tourism 

Open to any sector which 
is not illegal or hazardous. 

Agro-Processing/Textiles/ 
Garments/Apparel/ 

Leather/Leather Products/ 

Pharmaceuticals/ICT/ 
Light Engineering/Plastics 

 

Manufacturing/ 
Processing of Textiles/ 

Garments/ Apparel/ Auto 

Assembly/ Light 
Engineering/ 

Plastics/Agro-Business 

and Business Operating/ 
Processing Services/ICT  

SEZ Priority Locations Tulear, Moramanga, 

Diego Suarez 

Mirashorai, Feni, Dhaka, 

Moshkoli 

 Addis Ababa, Hawassa, 

Dire Dawa 

Mombasa, Lamu, 

Navasha, 

Investors 
 

Country of Main 

Investors 

France, Mauritius, and 

China 

Japan, China, Korea, and 

India 

China, Korea, Taiwan, 

India, and Pakistan 

Chinese, India, Japan, and 

Korea 

Destination of Main 

Exports from SEZs17 

USA, EU, South Africa EU, USA, Canada China, EU, USA East Africa, EU, USA 

Fiscal Incentives 
 

Incentive Packages 

(Y/N) 

Y 

Proposed Incentive 
Package for SEZ Law 

(Not put in place) 

Y Y Y 

Tax Holidays Income taxes: 10% from 

the first year of 

operation;   

 IRSA: 20%  

SEZ Companies/ 
Tenants exempt from the 

payment of capital duty of 
0.5% (capital and 

subsequent capital 

increases);  
Exempt from CTD taxes 

(except IFPB and IFT);  

Developers: Income Tax 

Exemption for 12-years 

and exemption from 

dividend tax. 

Investors: Income Tax 
exemption for 10 years. 

Exemption from dividend 
tax. 

Tax exemption on 

royalties, technical fees 
etc. 

Developers: 10-year 

exemption in Addis 

Ababa; 15 years outside 

Addis Ababa 

Users: Exempt from 
business income tax for 

up to 6 years 
(manufacturing) and 10 

years (horticulture with 

80% export). Additional 2 
years exemption for those 

who export at least 60%. 

Corporate taxation at rate 

of 10% for first 10 years; 

15%for the next 10 years. 

Withholding tax rates on 

payments made to non-
residents (royalties, 

interest, management 
fees) 5%; Dividends paid 

to non- residents by the 

SEZ entity, exempt from 
tax. 

 
17 www.OEC.world 2017 

http://www.oec.world/
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Stability of tax 

provisions. 

Tax exemption on capital 

gains from transfer of 

shares. 

Exemption of double 
taxation subject to the 

existence of double 

taxation agreement. 
Exemption of Salary 

income from IT for 

expatriates. 

VAT Exemptions Imports not subject to 
VAT.  

 

Developers: VAT 
Exemption on electricity. 

VAT Exemption on local 

purchase excluding 
petroleum products. 

Investors: Exemption of 

VAT on all utility 
services. 

VAT exemption for 
imported spare parts in 

textile and garment 

sector; VAT exemption 
on imported raw materials 

for export processing.  

Capital expenditure on 
buildings and machinery 

for use in a Special 

Economic Zone shall be 
entitled to Investment 

deduction equal to one 

hundred percent of the 
capital expenditure. 

VAT exemptions for raw 

materials and machinery. 

Duties Exemptions Customs area of 

SEZs: suspensive regime 

of any duty, tax, royalty, 
levy or other customs 

charges on import upon 

payment of a deposit 
(period of stay of 36 

months 

renewable). Except for 
building materials;   

Control by a permanent 

dedicated Customs 
office. 

Developers: Exemption 

from custom/excise 

duties. 
Exemption of stamp duty 

and registration fees for 

land registration. 
Exemption of stamp duty 

for registration off 

loan/credit document. 
 

Investors: Duty free 

import of raw materials 
etc.  

Economic Zone declared 

as custom bonded area 
Full repatriation of capital 

and dividend. 

50% Exemption of stamp 
duty and registration fees 

for registration of 

leaseholder land/factory 
space. 

Duty exemption on 

exports. 
Exemption of CD for 

import of vehicles. 

Duty-free imported 

capital goods, 

construction materials, 
and spare parts; Duty-free 

import of raw materials 

for export processing; 
Duty reduction for raw 

materials in local import 

substitution industries  

All goods manufactured 

in and specified services 

provided from an SEZ are 
exempt from most of 

Kenyan taxes and duties 

or are subjected to 
preferential rates. 

All materials and 

machinery imported duty-
free.  

Exemption of stamp 

duties. 

Non-Fiscal Incentives18 
 

Key Non-Fiscal 

Incentives 

(Y/N) 

Y 

One Stop Shop and 
Investor Aftercare 

Facilities. 

 Current operation:  
Freedom of transaction in 

currency within the 

SEZs;  
Dispensation of 

domiciliation  

if import of inputs by 
equity in foreign 

currency;  

Environmental directives 
by one national 

environment office. 
Financial 

operations: Freedom to 

open a foreign currency 

Y 

One Stop Shop and 
Investor Aftercare 

Facilities Including 

Customs.  
No ceiling of FDI. 

100% backward linkage 

of raw-materials and 
accessories to sell for EOI 

in DTA. 

20% sale of finished 
product to DTA. 

Sub-contracting with 

DTA allowed. 
Foreign loan is allowed in 

compliance with existing 
laws. 

FC Account for non-

residents. 

Y 

One Stop Shop and 
Investor Aftercare 

Facilities Including 

Customs 
Facilitation/Expedited 

Visa, Remittance on 

Funds and Right to 
Foreign Currency 

Accounts. 

Skills development 
matching grants for 

domestic industries: Year 

1: 85%; Year 2: 75%; 
Year 3: 50%; Year 4: 

25%; 
Export credit guarantee 

from Development Bank 

of Ethiopia; Subsidized 

Y 

One Stop Shop and 
Investor Aftercare 

Facilities Including 

Customs 
Facilitation/Expedited 

Visa, Remittance on 

Funds and Right to 
Foreign Currency 

Accounts. 

 

 
18 www.investethiopia.gov.et 
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account, freedom to 

borrow abroad.  

FC Account for both local 

and joint venture 

industry. 

Foreign investors to be 
free to enter into JV. 

Tax exemption on 

royalties, technical fees 
etc. 

Tax exemption on capital 

gains from transfer of 
shares. 

Provision of transfer of 

shares by foreign 
shareholders to local 

shareholders and 

Investors. 
Issuance of work permit 

to foreigners is allowed 

up to 5% of total 

officers/employees of an 

industrial unit. 

Re-investment of 
remittable dividend to be 

treated as new foreign 

investment. 
Resident visa for 

investment of US$75,000 

or more. 
Citizenship for 

investment of US$ 

10,00,000 or more. 

land lease and shed 

rentals in IPs.  

Permitted Development 

Options 

Public/Private/PPPs 

Permitted 

Public/Private/PPPs 

Permitted 

Public/Private/PPP 

Permitted 

Public/Private/PPPs 

Permitted 

Taxes In Domestic Territory 
 

Corporate Income Tax 20 25 30 30 

Personal Income Tax 20 30 35 30 

FZ/EPZ Regimes Madagascar Bangladesh Ethiopia Kenya 

     
FZ/EPZ 

Law/Regulations 

(Y/N) 

Y 
FZ Law 2007 

Decree 2015 

Y 
EPZ Act, 1980 

N 
Agreement Under 

PM/President’s Office 

Y 
EPZ Act 1990 

CAP #517 
Implementing Agency 

for FZ/EPZs 
Economic Development 

Board of Madagascar 

(EDBM) 

Bangladesh Export 
Processing Zone 

Authority (BEPZA) 

Industrial Zones 
Development 

Corporation (IZDC) 

Defunct 

Export Processing 
Zone Agency of 

Kenya 

(EPZA) 
FZ/EPZs to be Phased 

Out/Grandfathered 

(Y/N) 

N 
(FZ Law is the only Zone 

Law Being Implemented in 

the Country Currently.) 

N 
(Only 8 EPZs in the 

Country. An Additional 

EPZ is Proposed in 
BSMSN.) 

N 
(New regime developed) 

Y 
(EPZ To Be 

Phased Out and 

Grandfathered Under the 
SEZ Act) 

FZ/EPZ Regime’s 

Priority Sectors 

Industrial/Manufacturing/ 

Processing 

Textiles/Garments/ 

Apparel/Leather/ 
Light Industrial 

Engineering 

N/A Manufacturing/Light 

Industrial/Processing/ 
Food and Beverage/ 

Agrobusiness 

FZ/EPZ Priority 

Locations 
Park Ehoala Dhaka, Mongla, 

Chittagram, 

Comilla,Ishwardi, 

Uttara, Adamjee, 
Karnaphuli, BSMSN 

N/A  Mombasa, Lamu, 
Kisumu, Navasha 

Fiscal Incentives See Annex 1 for details 7-year tax holiday for 

Uttara,Ishwardi and 

Mongla (First 3 years 
100% tax exemption, 

next 3 years at 50%, then 

1 year at 25%)  
Remaining zones, 5-year 

tax holiday. (First 2 

N/A 10-years corporate tax 

holiday and 25% tax 

thereafter (not applicable 
to EPZ commercial 

licenses). 

10-year withholding tax 
holiday on remittances to 

non-residents (not 
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years at 100%,2 years at 

50% and 1 year at 25%)  

Relief from double 

taxation. 
Exemption from 

dividend tax for tax 

holiday period. 
Full repatriation of 

profits, capital and and 

establishment. 

applicable to EPZ 

commercial licenses). 

Perpetual exemption 

from payment of stamp 
duty on legal 

instruments. 

Perpetual exemption 
from VAT. 

Duty Free 

Imports/Exports 

 Duty free imports of raw 
materials, machinery, 

construction materials, 

and equipment. 
Duty free exports of 

finished goods 

 Perpetual exemption 
from Customs import 

duty on inputs-raw 

materials, machinery, 
office equipment, 

petroleum fuel for boilers 

and generators, building 
materials and other 

supplies.  

VAT exemptions also 
applies on local 

purchases of goods and 

services supplied by 
companies in the Kenyan 

Customs Territory or 
domestic market. Motor 

vehicles, which no dot 

remain within the zone 
are not tax exempt. 

Non-Fiscal Incentives  No ceiling on foreign 

and local investment. 

100% foreign ownership. 
GSP benefits in EU, 

Japan,10 Australia and 

Canada. 
Foreign currency loan 

from abroad. 

Medium/long term 
borrowing facilities. 

100% ability to sell in 

Bangladesh and outside. 
Intra-zone contracting 

and transfer of goods. 

OSS in zones for all 
approvals and licensing. 

Customs clearance in 

zones. 
After care facilities for 

investors. 

 OSS and after care 

facilities. 

Operation under one 
license by EPZA. 

No exchange controls. 

Onsite Customs. 
Unrestricted investment 

by foreigners. 

 

Key Investors by 

Country 

 South Korea, China, 
Japan, India, USA. UK. 

Malaysia 

 Japan, China, South 
Korea, EU, India, USA, 

UK  

3.3  Lessons for Madagascar from the Benchmarking of SEZ Regimes 

32. The following are the five key takeaways from the comparison above: 

i. Adopt a single SEZ regime. Madagascar has the opportunity now to adopt a new, competitive 

SEZ regime to replace the current FZ regime in line with the experience of its main comparators 

who have replaced previous zone regimes with a comprehensive SEZ regime in their countries to 

enhance competitiveness. Most past zone regimes especially fiscal incentives are either phased out 

or grandfathered into the new SEZ regime. 
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ii. Establish a distinct SEZ Authority. Each country has a distinct SEZ Authority looking after all 

aspects of SEZs. All Authorities were new organizations rather than a conversion of a previous 

Authority. 

iii. Rationalize fiscal incentives. All comparator countries have a fiscal and non-fiscal list of 

incentives for their SEZ regime. However, it is evident that it is less important to have generous 

tax incentives if the investment climate in the country is working well which is what Madagascar 

needs to aspire to and in any case fiscal incentives are not amongst the top three reasons why firms 

are investing in Madagascar19 

iv. Adopt a flexible approach towards permitted activities. Although each country has priority 

sectors for different locations within the country, the SEZ regime has a negative list of sectors. This 

means most economic activities are permitted in the SEZs except for illegal and hazardous sectors 

or activities. For example, SEZ regimes globally allow investments in tourism, digital activities, 

logistics, manufacturing, value-added services and so on under the same legal framework. 

v. Promote private-public partnerships for infrastructure investments. All SEZ regimes permit 

public, private or PPP development and most permit key infrastructure within the zones like power, 

water, wastewater treatment, and solid waste to be undertaken through PPPs. This reduces costs 

(construction and tariffs) and often supports a more innovative utility solution such as renewable 

energy, recycling or harvesting of water and zero waste treatment plants. 

3.4 Opportunities for Review of the SEZ Regime in Madagascar 

33. Based on the five key lessons from the benchmarking as in 3.3 above, the following are 

opportunities for Madagascar to transition towards a modern, competitive SEZ regime; 

(a) Review/update and adopt the SEZ Law as a single regime for all zones 

The current SEZ Law can be readily reviewed and updated to reflect global good practice and to 

be more competitive with regional and international investors especially post Covid19. The Multi-

Ministerial Committee (MMC) seems best placed to lead this effort and ensure that the new law 

replaces the multiple zone laws/agencies with a single, unified regime that aligns the legal, 

departmental, and procedural requirements for implementing SEZs and plans for the improvement 

of core logistics, infrastructure and utility networks in the country. This law should also clearly 

designate a new SEZ Authority that could eventually be an autonomous regulatory agency (and not 

a developer). It is also important to ensure that the provisions in the SEZ Law are aligned with 

those in the proposed new Investment Law. In addition the Law should examine opportunities to 

improve/expand the use of trade agreements, clarify and streamline regulations pertaining to land 

acquisition, ownership and leasing opportunities within customary and freehold systems and 

promote multi-sectoral zones with support facilities and amenities such as training centers, 

exhibition spaces, incubators, convenience retail outlets, childcare and healthcare facilities. 

(b) Adopt a SEZ implementing decree 

It is important that the implementing decree is also prepared and reviewed in parallel with the 

review of the SEZ Law so that there is no delay in implementation as the decree can be approved 

immediately after the adoption of the Law. The decree should clearly spell out the implementing 

rules and regulations, criteria for locating, planning and designing SEZs, simplified processes and 

procedures for approving SEZ projects, fee schedules, permits and licensing protocols for 

 
19 Country Economic Memorandum, 2018 
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developers and tenants. The decree should also enable automation of as many processes and 

procedures as possible.  

(c) Consider establishing a SEZ Unit as an interim Authority 

It would take time and considerable resources to establish a new SEZ Authority in Madagascar 

especially given the many competing priorities of the Government. There is currently only one SEZ 

proposal that is being actively discussed and there is no real business justification to invest in the 

institutional capacity and facilities to set up a new agency. EDBM’s capacity is fully stretched 

currently and adding on the function of a SEZ Authority may interfere with its other mandates 

especially if EDBM aspires to get involved in SEZ operations as an equity partner. One option is 

to establish a small SEZ Unit within the Ministry of Industry, Trade and Handicraft (MICA) that 

will perform the regulatory role and functions of the SEZ Authority as set out in the SEZ Law. As 

the SEZ development agenda takes shape with increasing private investments and there is 

increasing demand for the regulatory services of the Unit, it could then transition into an 

autonomous, full-fledged SEZ Authority. One of the key functions of the Authority is to ensure 

that the planning of new zones is carried out in a coordinated manner considering the required 

infrastructure investments, business viability and private sector demand as well as to minimize the 

risks of inefficient competition amongst zones for the same pool of investors.  

(d) Harmonize fiscal incentives   

The new SEZ Law provides an opportunity to review and harmonize the fiscal incentives that can 

be better targeted and more cost effective as well as implemented in a transparent and streamlined 

manner. It also provides an opportunity to eliminate outdated provisions on duties, taxes and 

undefined tax incentives. It would be important to ensure that there is no disruption to the incentives 

that have currently been approved for investors under the FZ regime as abrupt changes will 

adversely affect investor confidence in terms of policy stability and continuity. Instead, the current 

approved fiscal incentives could be grandfathered under the new SEZ Law (for a period of time to 

be clearly defined as some countries have done) while all new investments will be approved under 

the SEZ Law which in total should provide much more attractive business conditions compared to 

the FZ incentives. In the interim however, it would be useful to enhance the capacity of the EDBM 

in strengthening the administration of the incentives under the current FZ law to ensure greater 

transparency and effectiveness. 

(e) Promote and facilitate public-private partnerships 

One of the main benefits of a competitive SEZ regime are the opportunities to tap into private 

investments for the delivery of much needed infrastructure and services. It is critical that the SEZ 

Law supports private sector zone development and operation as well as various PPP models in the 

development and operation of SEZs.  In addition, the SEZ Law should only facilitate projects, 

which will be financially viable and/or provide great economic/social benefits to Madagascar to 

avoid the ‘build it and they will come’ approach which has failed in most countries. Finally, it is 

imperative to support SEZs, which are on the forefront of incorporating green, eco-friendly, cost 

saving and climate resilient technology.  
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4 Benchmarking Zones for the Textile and Apparel 

Sector 

4.1 Rationale for a Textile and Apparel Zone in Madagascar 

34. In the early 1990s, the GoM instituted some private sector reforms for the textile/apparel sector by 

first introducing export processing zones then later transforming this initiative into the FZ law in 2007. The 

FZ law grants generous fiscal and non-fiscal incentives to companies if they can export at least 95% of their 

production. To take advantage of the original EPZ regime, several large, international garment companies 

and entrepreneurs from Mauritius, India, and France looking to reduce their business costs, opened factories 

in Madagascar. Investments by the Mauritians and other countries were highly beneficial to Madagascar as 

they allowed the local textile/garment sector to undertake higher value-added services and make new 

connections to global markets. That said, with onslaught of the economic crisis’ of 2002 and 2009 and the 

country’s loss of its AGOA accreditation20from 2009 to 2014, the growth of the textile/garment sector was 

disrupted. 

35. In 2013, the sector slowly began to rebound as EU exports expanded and new markets such as those 

in South Africa were identified. Mauritian and other foreign companies started to return to Madagascar and 

open businesses and factories. A few years later, the textile/garment sector is the largest formal employer 

in Madagascar (approximately 150,000 employees) and is primarily concentrated in Antananarivo and 

Antsirabe. It accounted for the equivalent of 6% of Madagascar’s GDP21 and 75% of the country’s total 

manufacturing exports in 2017. In that same year, Madagascar was SSA’s third largest apparel exporter, 

behind Mauritius (USD$610million) and South Africa (USD$570million)22. The current interest from 

Mauritius is to support the expansion of the sector in Madagascar through a more competitive business 

environment provided under a zone approach. 

4.2 Benchmarking Textile and Apparel Zones 

36. This section provides a benchmarking of operating costs, decision-making priorities by the 

developer, and investor preferences within a textile/garment zone in the four countries. The zones selected 

for this benchmarking exercise have similar mandates as the Moramanga Textile City Zone, and as such, 

could be direct competitors depending upon investor requirements and preferences.  

37. Critical factors such as: i) site details, ii) infrastructure/utility details, iii) employment numbers, iv) 

labor wages, v) sectors, vi) transport/logistics infrastructure, vii) support amenities, and viii) quality of life 

have been used to benchmark the zone locations. These factors would be used by investors when 

determining if they should invest in these countries and zone locations.  

 
20 AGOA provides unrestricted duty-free access to the USA markets. 
21 GDP value is from International Monetary Fund World Economic Outlook, April 2019. 

41 United Nations Comtrade Database, H61, H62, and H63. 
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38. The Figure 2 below, provides an overall summary of the features of zones in the comparator 

countries. 

Figure 2: Benchmarking Textile/Garment Zones in Madagascar, Bangladesh, Ethiopia and Kenya 

 Benchmarking Textile/Garment Zones 
 

Factors Moramanga FZ23 

Madagascar 

Dhaka EPZ24 

Bangladesh 

Bole Lemi IP25 

Ethiopia 

Athi River EPZ26 

Kenya 

Site 

Distance to Capital City 111km – Tana 30km – Dhaka 17km – Addis Ababa 30km – Nairobi 

Land Size 80 ha Phase 1 

(682 ha total) 

144 ha27 342 ha4  292 ha 

Number of Plots N/A Phase 1 – 451 Plots28 Phase 1 – 12 Plots 29 Phase 1 

No. of Development Phases 3 Phases 
Phase 1 – 228 ha 

Phase 2 – 247 ha 

Phase 3 – 207 ha 

1 Phase30 
 

Phase 1 – 156ha 
Phase 2 – 186ha31 

Phase 1 – 93 ha 
Phase 2 – 47 ha 

Phase 3 – 199 ha 

Land Lease (+length) or Sale  30-Years Renewable 50- Year Land Lease32 

 

60-Year Land Lease33 30-Year Land Lease 

Lease Rate for Plots N/A $2.20/m2/yr34 $1-3.31/m2/yr $0.58/m2/yr 

Pre-Built Factories (PBF) 
(Y/N) 

N/A Y Y Y 

Lease Rate for PBF 

(USD) 

N/A $33/m2/ 

Year35 

$24/m2/ 

Year 

$27-38/m2/Year 

Infrastructure/Utilities 

Onsite Independent Power 
(Y/N and Type) 

N/A Y  
Electric Power Plant/ 

Substation36 

Y 
Electric Power Plant/ 

Substation 
 

Y 
Electric Power Plant/ Substation 

Cost of Power (USD) $.0.5-0.13/kWh $0.10/kWh37 $0.04/kWh $0.10/kWh 

Cost of Water (USD) TBD Water source is 13km 

from site. 

$0.39-0.41/m338 $0.25/m3 $1.76/m3 

Onsite Wastewater 
Treatment Plant (Y/N) 

N/A Y39 
(All EZs must have a WTP) 

Y  
(All IPs must have a WTP)  

N 
(All SEZs/EPZs must a have WTP) 

  

 
23 PWC, Moramanga Feasibility Study November 29, 2018 
24 www.bepza.gov.bd website 
25 Invest Kenya website 
26 EPZA Kenya website 
27 Statistics 2018 www.bepza.gov.bd/pages/epzdetails/dhaka-export-processing-zone-2/profile 
4 www.investethiopia.gov.et for Bole Lemi statistics 2018 
28 Statistics 2018 www.bepza.gov.bd/pages/epzdetails/dhaka-export-processing-zone-2/profile 

 
30 Statistics 2018 www.bepza.gov.bd/pages/epzdetails/dhaka-export-processing-zone-2/profile 
31 www.investethiopia.gov.et for Bole Lemi statistics 2018 
32 Statistics 2018 www.bepza.gov.bd/pages/epzdetails/dhaka-export-processing-zone-2/profile 
33 www.investethiopia.gov.et for Bole Lemi statistics 2018 
34 Statistics 2018 www.bepza.gov.bd/pages/epzdetails/dhaka-export-processing-zone-2/profile 
35 Statistics 2018 www.bepza.gov.bd/pages/epzdetails/dhaka-export-processing-zone-2/profile 
36 Statistics 2018 www.epza.gov.bd/pages/epzdetails/dhaka-export-processing-zone-2/uriliry-services  
37 Statistics 2018 www.epza.gov.bd/pages/epzdetails/dhaka-export-processing-zone-2/uriliry-services 
38 Statistics 2018 www.epza.gov.bd/pages/epzdetails/dhaka-export-processing-zone-2/uriliry-services 
39 Statistics 2018 www.epza.gov.bd/pages/epzdetails/dhaka-export-processing-zone-2/uriliry-services 

http://www.bepza.gov.bd/
http://www.investethiopia.gov.et/
http://www.investethiopia.gov.et/
http://www.investethiopia.gov.et/
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Labour Numbers40 

Number of Employees tbd +/-94,52741 +/-18,000 +/-20,000 

Average Cost of Labour (USD)42 

Management43 >$300.00/Month >$200.00/Month >$350.00/Month >$700.00/Month 

Technicians44 $152-$248.00/Month45 $75-$130.00/Month $150-$245.00/Month $437-$587.00/Month 

Skilled 46 $80-$134.00/Month $50-$73.00/Month $88-$132.00/Month $214-$315.00/Month 

Unskilled47 $60-$115.00/Month $18-$100.00/Month $40.00/Month $69.00/Month 

Average Minimum 
Wage/Year48 

$981.00 $212.00 $902.00 $830.00 

Zone Sectors 49 

Key Sectors Within the 

Zone50 

Textiles/Garments/ 

Apparels/ 

Textiles/ Garments/ Apparel/ 

Leather / Leather Products/ 
Electronics 

Textiles/ Garments/ 

Apparel/ Leather/ 
Leather Products 

Garments/ Apparel/ 

Electronics/Food/ Plastics 

Transport/Logistics Infrastructure 

Access to International 

Shipping Port 
(Y/N and Distance) 

Y 

(Port of Toamasina – 
240km) 

Y 

(Port of Chittagong – 
255km) 

Y 

(Port of Djibouti – 896km) 

Y 

(Port of Mombasa – 461km) 

Access to National Highway 

(Y/N and Distance) 

Y 

(National Roads  
RN44 and RN2 - 10km) 

Y 

(National Roads N302 – 
5 km) 

Y 

(National Roads  
Highway 2 – 5km) 

Y 

(National Roads  
A104 – 10 km) 

Access to International 

Airport (Y/N and Distance? 

Y 

(Ivato International  

Airport - 120km) 

Y 

(Shahjalal International 

Airport – 23km) 

Y 

(Bole International  

Airport – 12km) 

Y 

(Jomo Kenyatta International 

Airport – 21km) 

Support Amenities 

Onsite Administration Office TBD Y 

(Onsite Office Always Part 
of the Development) 

Y 

(Onsite Office Always Part 
of the Development) 

Y 

(Onsite Office Always Part of the 
Development) 

Onsite Convenience 

Retail/Dining 

Facilities/Training Facilities) 
 

TBD Y 

(Convenient Retail and 

Investor Club for 
Dining/VIP Rooms Near 

Entrance of EZ) 

N 

(Some Convenience Retail 

and Training Facilities 
Proposed for Phase 2) 

N 

(All Support Amenities Adjacent 

the Zone) 

Onsite Housing N/A N N N 

Onsite Schools N/A N N N 

Onsite Community Facilities N/A N N N 

Onsite Security Y 

(Details TBD) 

Y 

(CCTV Cameras/Fencing/ 

Guarded/Gated Entry 

Y 

(CCTV Cameras/Fencing/ 

Guarded/Gated Entry 

Y 

(CCTV Cameras/Fencing/ 

Guarded/Gated Entry  

Quality of Life 

International Housing 

(Within 15km) 

TBD N 

(In Dhaka – 30km) 

Y 

(Within 5km) 

Y 

(In Athi River and Nairobi) 

International Hospital/Clinic 
(Within 30km) 

N 
(In Tana) 

Y 
(In Dhaka) 

Y 
(In Addis) 

Y 
(In Nairobi) 

 

International Schools 

(Within 30km) 

N 

(In Tana) 

Y 

(In Dhaka) 

Y 

(In Addis) 

Y 

(In Nairobi) 

International 

Shopping/Restaurants 

(Within 30km) 

N 

(In Tana) 

Y 

(In Dhaka) 

Y 

(In Addis) 

Y 

(In Nairobi) 

Parks (Within 15km) Y Y Y Y 

 

 
40 www.investethiopia.gov.et for Bole Lemi statistics 2018 
41 Statistics 2019 www. epza.gov.bd/pages/epzdetails/dhaka-export-processing-zone-2/uriliry-services 
42 Source: www.mywage.org/ethiopia/home/salary/salary-check# 
43 www.wageindicator.org 2019 
44 www.wageindicator.org 2019 
45 WB Madagascar Office For Cost of Textile/Garment Labor 
46 www.wageindicator.org 2019 
47 www.wageindicator.org 2019 
48 www.minimum-wage.org 2020 
49 www.minimum-wage.org 2020 
50 Zone Websites 

http://www.investethiopia.gov.et/
http://www.wageindicator.org/
http://www.wageindicator.org/
http://www.wageindicator.org/
http://www.wageindicator.org/
http://www.minimum-wage.org/


 

26 | P a g e  
 

Official Use 

39. From the above, benchmarking, a few critical factors need to be taken into consideration by the 

GoM and MAF/Government of Mauritius in the planning process for the Moramanga Textile City Zone.  

These are as follows and it would be good to address these in the scope of work of the planned feasibility 

study (details are in Annex 2): 

• Successful zones are often larger sites, which have phased development in accordance with market 

demand. Demand is usually determined early on through a feasibility study. Phased development 

is the key to reducing risk for the developer and optimizing the cost of on-site infrastructure and 

utilities. The phasing plan for the Moramonga Textile City Zone needs to be developed based 

on a robust market assessment of demand for expansion of current investments and for new 

greenfield investments. 

• Land is often leased to developers and investors. As such, to attract investors, a long-term lease 

(50-years or 30-years renewable) is often preferred. The SEZ regime needs to support flexible 

land lease arrangements. 

• A small number of pre-built factories are often included in a zone master plan. This is because 

they are both profitable and supply necessary leased space to SMEs or first-time investors. Pre-

built factories allow companies to start small and then expand when the time is right. The 

feasibility study needs to establish the demand for such pre-built factories for anchor tenants 

and the potential for private investment. 

• Serviced plots of land will attract investors. This land comes in a range of sizes but has stable and 

secure connections to power, water, wastewater treatment and solid waste removal. The 

investment costs for both on-site and off-site infrastructure including private sector 

financing and O&M costs and arrangements need to be determined and agreed upstream in 

the context of Madagascar’s complex infrastructure challenges. 

• An onsite OSS is valuable in a zone as it supports investors and their needs. The SEZ regime 

needs to support the establishment and operation of the OSS in the zone with clear roles, 

responsibilities and mandates viz-a-viz local, provincial and national authorities. 

• Sustainable zones are often located close to towns or cities to access workforce and international 

housing, health and educational facilities, retail services, entertainment and 

shopping/restaurant/hotel amenities. This is a serious challenge for the Moramanga Textile City 

Zone where workers need to be attracted to the zone from other parts of Madagascar and these 

supporting amenities need to be developed from scratch by mostly private investors. There needs 

to be a realistic assessment of the proposed public sector infrastructure investments necessary for 

the development of the zone especially power and road access. Engagement with both domestic 

and foreign private investors during these early stages of planning will be key to explore the 

potential to develop these facilities through a SEZ regime.  
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5. Opportunities Going Forward 

5.1 Current Status of the Moramanga Zone Road Map 

40. The MAF and GoM are committed to the Moramanga Textile City Zone project and have taken 

steps towards confirming the joint venture agreement. The 80ha site for the first phase is currently under 

the ownership of a defunct state-owned company. A process is underway to transfer ownership of the site 

to the MICA as an interim step before the land ownership is transferred to a new entity called AGZEI 

(l'Agence de Gestion des Zones d'Emergence Industrielle). The MAF is supposed to enter into a joint 

venture with the AGZEI to establish the SPV that will develop and manage the zone project. Efforts to 

establish the AGZEI (as the entity that will control all land assets for the development of SEZs in 

Madagascar) have been delayed. 

41. The decree to establish the AGZEI was submitted to the Cabinet recently but is yet to be approved. 

MICA is proposing an alternative arrangement to establish a new entity (Société Anonyme) that will own 

the land and that can then enter into a joint venture with the MAF under the existing Free Zone legislation. 

The lack of a clear decision on the AGZEI has delayed the transfer of the land to the proposed SPV which 

in turn has delayed the planning process. While recognizing that access to land is a very complex issue in 

Madagascar, this is a fundamental requirement for the development of the zone and needs to be addressed 

by the GoM as a matter of top priority. MAF expects that the good, government-to-government protocols 

will remain intact in order to effectively and swiftly implement this project. 

42. The MAF remains open to set up the Moramanga Textile City Zone under the existing FZ law and 

its regulatory and institutional arrangements while advocating for a more competitive SEZ law to be 

adopted in Madagascar. Nevertheless, the current partnership between Mauritius and Madagascar 

and the process of establishing the joint venture SPV provides a unique opportunity to establish a new 

SEZ regime that enhances the competitiveness of the existing textile and apparel firms as well as provides 

new impetus to attract FDI. MAF is therefore well positioned together with private sector companies to 

support advocacy and consensus building on implementing critical reforms.51  

43. As part of the investment in the Moramanga Textile City Zone, MAF expects that the GoM will 

upgrade and improve the off-site infrastructure leading to the zone and their lands. It is critically important 

that off-site road improvements (both highway and secondary roads) are prioritized, funded promptly and 

dovetailed with the opening of the zone to allow for goods to get to the marketplace and to clients in a 

timely, efficient manner. In addition, the logistics cost as well as administrative and operational 

inefficiencies at the port of Toamasina are high and as such, decreases Madagascar’s export 

competitiveness. These issues should be reviewed as part of the overall development plan for the 

Moramanga Textile City Zone. 

44. In order to support the EDBM and to mitigate some of the limitations in the FZ law, the African 

Development Bank (ADB) is supporting the initial due diligence for the Moramanga Textile City Zone 

project. This includes: i) hiring an SEZ/FZ expert to oversee the studies undertaken, ii) preparing an 

environmental and social impact assessment for the Moramanga site, iii) overseeing the initial coordination 

of different MDAs involved in the project, iv) preparing a study on a possible OSS for the zone, v) 

undertaking an examination of off-site infrastructure/utility requirements, upgrades, and improvements and 

their costs,  and vi) creating a zone regulatory and operations manual. This support by the ADB is very 

 
51 It is understood that a new PPD mechanism has been set up for the textile/garment sector.  
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relevant and timely and should be able to assist the Malagasy authorities and MAF in moving forward with 

the project. 

5.2 Recommendations for adoption of a new SEZ regime  

45. The following short-term recommendations are proposed for the consideration of both the 

MAF/Government of Mauritius and the GoM as they move forward with the joint venture agreement and 

the planning process for the Moramanga Textile City Zone (Figure 3). 

Figure 3: Recommendations for a new SEZ Regime for Madagascar 

Recommendations Actions 

1. Mandate the Multi Ministerial Committee (MMC) to 

review the FZ/SEZ regime and propose adoption of a 

single SEZ regime as a priority action under the Plan 

Emergence Madagascar (PEM).  

• Appoint an international SEZ expert to provide technical 

expertise to the Committee to update and finalize the SEZ 

Law (ADB/WB). 

• Organize a workshop for sharing of global experience on 

SEZ regimes in partnership with the private sector 

(ADB/WB). 

• Decision to be made on establishment of a single SEZ 

Authority and a new SEZ Unit under MICA in the interim 

to perform this consolidated regulatory role and functions 

(instead of the current fragmentation of roles amongst 

AZES, ANDI, EDBM and AGZEI) 

• Establish clear separation of roles and responsibilities 

between EDBM and the new SEZ Authority (MMC). 

• Harmonize the provisions under the new Investment Law 

and the SEZ Law (MMC). 

• Prepare revised SEZ Law and Decree for adoption by 

Parliament and Presidency (MMC/MICA). 

• Enhance the capacity of the EDBM to improve 

administration of the current FZ scheme 

2. Cease efforts by the Ministry of Agriculture to establish 

a separate SEZ law and repeal all other legislation 

pertaining to zones in Madagascar to be replaced by a 

single SEZ legal regime 

• Incentivize the Ministry of Agriculture and other relevant 

Ministries to participate in the MMC joint effort to 

establish a single SEZ regime (MMC). 

3. Advocacy and building consensus for a new SEZ regime 

for the Moramanga Textile City Zone. 

 

• MAF to participate in the public-private dialogue 

organized by MICA with the textile and apparel industry 

and involving Ministry of Transport, Customs, Revenue 

Authority, Ministry of Environment and EDBM (IFC) 

• MAF to organize in Mauritius the proposed knowledge 

and experience sharing event/zone planning bootcamp 

for key Malagasy stakeholders (Multi Ministerial 

Committee, EDBM, GEFP, MICA and private sector) 

supported by Mauritian counterpart agencies (WB). 

4. Terms of Reference for the feasibility study to address the 

issues identified in this benchmarking.  

• MAF to include issues identified in this benchmarking 

(section 4.2 and Annex 3) in the Terms of Reference for 

the proposed feasibility study including a demand survey 

of current and potential investors in the textile and 

apparel industry in Madagascar (with inputs from the 

WB). 
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Annex 1: Comparison of the Zone Regimes in Madagascar 

  

 

REGIME ZES 

(Loi n°2017-023  

relative aux Zones 

Economiques Spéciales) 

 

 

REGIME LDI 
(version reçue par MCI le 

31.10.2016) 

 

 

REGIME ZEF 
(Loi 2007-037 et Décret 

2015-1096) 

 

 

DROIT COMMUN 

ACTEURS 

ET PARTIES 

PRENANTES 

-Etat 

-AZES 

-Développeur de ZES 

-Entreprises de ZES 

 

- Etat 

-ANDI (Autorité de 

promotion et de régulation) 

- Entreprises industrielles 

 

-Etat 

-EDBM (Agence de 

promotion et Guichet 

Unique) 

- Zone franche 

-Entreprises franches 

 

-Etat 

-EDBM (Agence de 

promotion et Guichet 

Unique) 

-Investisseurs  

 

POLITIQUE 

D’ATTRACT

ION DES 

INVESTISSE

MENTS 

(GARANTIE

S ET 

PROTECTIO

N) 

- Protection de la 

propriété privée (contre 

nationalisation ou 

expropriation) ; 

- Création d’emplois ; 

- Attraction des IDE ;  

- Traitement non moins 

favorable des 

Entreprises ZES 

détenues par des 

étrangers (traitement 

national);  

- Régime juridique 

dérogatoire du droit 

commun. 
 

- L’Etat facilite les 

démarches de 

commercialisation, la 

formation des ressources 

humaines, la sécurisation des 

sources 

d’approvisionnement, la 

lutte contre la pratique anti-

concurrentielle 

- Protection du droit de 

propriété intellectuelle 

(OMAPI) 

- Protection de la propriété 

privée (contre 

nationalisation ou 

expropriation) ; 

- Création d’emplois ; 

- Liberté de recrutement de 

salariés expatriés 

spécialisés 

- Attraction des IDE ;  

- Liberté d’emprunt en 

devise et d’ouverture de 

compte à l’étranger 

- Stabilité du régime fiscal 

 

- Liberté 

d’investissements ; 

- Egalité de traitement 

des investisseurs 

étrangers et malgaches ; 

- Liberté de transfert,  

- Protection des droits 

de propriété privée ; 

- Stabilisation des 

droits ; 

- Simplification des 

procédures 

administratives ; 

- Accès au foncier pour 

les entreprises malgaches 

(contrôlées par des 

étrangers ou des 

résidents) ; 

- Stratégie nationale 

anti-corruption ; 

EMPLOI ET 

FORMATIO

N : 

REGLEMEN

TATION DU 

TRAVAIL 

- CDD: 3mois à 3 ans 

renouvelable (CDI après 

5 ans) ; 

- Travail de nuit des 

femmes autorisé (sauf 

femmes enceintes) ; 

- Règlement des 

différends : conciliation 

par un comité tripartite 

avant le recours au 

Tribunal ; 

- Durée légale de 

travail : autorisation 

préalable pour les heures 

supplémentaires 

dépassant 10h ; 

- Contrat de travail des 

salariés étrangers : 

dérogation au Code du 

travail (affiliation à un 

organisme de sécurité 

- Sur les droits des 

employés :  

- travail de nuit : droit 

de majoration et repos 

compensatoire 

- service médical gratuit  

- augmentation 

progressive du salaire  

- Sur la cotisation 

d’apprentissage : 

1% de la masse salariale 

brute de L’employeur  

Pour les entreprises 

industrielles : cotisation 

d’apprentissage (à verser au 

Conseil National de la 

Formation Technique et 

Professionnelle)= moitié de 

l’IRSA prélevé sur le salaire  

- Toute liberté est accordée 

à l'Entreprise Franche pour 

le recrutement de salariés 

locaux ou expatriés dont 

elle a besoin.  

- Versement obligatoire 

des cotisations sociales 

prévues par le Code du 

travail et le Code de 

prévoyance sociale. 

Possibilité pour le 

personnel expatrié et sur sa 

demande d’en être exempté 

sur justification du 

versement effectif des 

cotisations dues à 

l’organisme étranger de 

sécurité sociale 

d’affiliation. 

- Les dispositions du Code 

du travail sur le travail de 

- CDD: 6mois à 2 ans 

(CDI après 2 ans) 

- Différends : juridiction 

du Travail ; 

- Durée légale de 

travail : autorisation 

préalable pour les heures 

supplémentaires ; 

Interdiction du travail de 

nuit des femmes. 

- Différends : recours à 

la Juridiction du travail 
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REGIME ZES 

(Loi n°2017-023  

relative aux Zones 

Economiques Spéciales) 

 

 

REGIME LDI 
(version reçue par MCI le 

31.10.2016) 

 

 

REGIME ZEF 
(Loi 2007-037 et Décret 

2015-1096) 

 

 

DROIT COMMUN 

sociale, à un service 

médical interentreprises, 

aux règles en matière 

d’embauche, etc.) 

nuit des femmes ne sont pas 

applicables aux ZEF 

ORGANISM

E PUBLIC 

DE 

REGULATIO

N  

AZES=Autorité de 

régulation de la ZES 

(proposition de 

désignation, 

établissement et 

promotion des ZES).  

Fait office de Guichet 

unique de ZES 

- ANDI (Agence Nationale 

de Développement de 

l’Industrie) 

- Comité de Zone 

industrielle 

d’Investissement (au sein 

des  CTD) 

  

MESURES 

DOUANIERE

S 

Espace douanier de 

ZES : régime suspensif 

de tout droit, taxe, 

redevance, prélèvement 

ou autres impositions 

douanières à 

l’Importation moyennant 

paiement d’une caution 

(délai de séjour de 36 

mois renouvelables). 

Sauf pour les matériaux 

de construction ; 

Contrôle par un bureau 

dédié permanent de la 

DGD. 

- Mesure d’amortissement 

exceptionnel pour l’achat 

de certains biens neufs (24 

mois suivant l’Agrément)  

- Taux TVA réduit de 5% pour 

certaines activités (foire, 

manifestations commerciales, 

etc.) 

- application des régimes 

commerciaux 

préférentiels accordés à 

Madagascar 

- aucune formalité 

douanière particulière 

pour les biens et services 

fournis par les entreprises 

de droit commun. 

- Exonération pour les 

matériaux et accessoires 

de construction, matériels 

roulant  de chantier, 

véhicules destinés au 

transport des 

marchandises, 

équipements d'usines, 

matières premières, 

produits semi-ouvrés, 

emballages, pièces de 

rechange ou détachées, 

matériels didactiques, 

mobiliers, matériels 

informatiques et de 

bureautique ainsi que les 

fournitures de bureaux 

Importations de biens : 

paiement de droits et 

taxes (sauf exonération), 

régime suspensif (2 ans 

renouvelables)  

MESURES 

FISCALES  

- Impôts sur le 

revenu (IR): 10% dès la 

première année 

d’exploitation ; 

- IRSA : 20% 

- Entreprise ZES est 

exonérée du paiement du 

droit d’apport de 0.5% 

Selon le plan 

d’amortissement fiscal prévu 

dans le code général des 

impôts  

Exonération pour l’Impôt 

sur le Revenu (Régime fiscal 

différent pour les 5 années 

suivant l’agrément) sur 

conditions 

- IR au taux de 10% avec 

un minimum de 

perception de 1%o du 

CA, une période 

d’exonération de 15 ans 

(ZF) et 5 ans (EF), une 

réduction d’impôt sur 

75% des investissements  

- IR : 20% ; 

- IRSA : 20% 

(déductibilité des 

cotisations fiscales) ; 

- TVA : Importation = 20 

% ; 

- Droit d’apport : 0.5% ; 
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REGIME ZES 

(Loi n°2017-023  

relative aux Zones 

Economiques Spéciales) 

 

 

REGIME LDI 
(version reçue par MCI le 

31.10.2016) 

 

 

REGIME ZEF 
(Loi 2007-037 et Décret 

2015-1096) 

 

 

DROIT COMMUN 

(capital et augmentations 

de capital postérieures) ; 

-Exonérées des taxes des 

CTD (sauf IFPB et IFT) ; 

-Importations non 

soumises à la TVA ; 

-Stabilité des 

dispositions fiscales. 

- TVA : importation en 

franchise, exportation au 

taux de 0% et  vente 

locale par ZEF et vente 

aux ZEF par entreprise 

locale au taux de 20% 

- Les règles d'assiette et de 

liquidation des impôts, 

droits et taxes fixés par le 

CGI demeurent 

applicables aux ZEF sauf 

les dispositions 

spécifiques de la loi ZEF. 

- L’Etat garantit le 

caractère limitatif et la 

stabilité du régime fiscal 

des Entreprises Franches 

prévus dans la loi ZEF : 

 

 

-Modification des 

dispositions fiscales (Loi 

de Finances) 

TRANSFERT 

DE FONDS / 

CHANGES 

Opérations courantes : 

-Liberté de transaction en 

devise à l’intérieur des 

ZES ; 

-Dispensée de 

domiciliation  

si importation d’intrants 

par fonds propres en 

devise ; 

-Directives 

environnementales de 

l’ONE (office national 

de l’environnement). 

Opérations 

financières : Liberté 

d’ouverture de compte en 

devises, liberté 

d’emprunt à l’étranger. 

Pas de disposition dans la 

Loi 
Toute ZEF peut contracter, 

sous son entière 

responsabilité, des emprunts 

en devises à l'étranger, des 

emprunts en monnaie locale 

à Madagascar. 

Toute ZEF est autorisée à 

ouvrir des comptes 

bancaires à l’étranger et des 

comptes bancaires en 

devises auprès des banques 

locales et peut  acquérir des 

devises à Madagascar pour 

les opérations liées à son 

activité.  

L’Entreprise Franche est 

soumise à l’obligation de  

rapatriement de ses recettes 

d'exportation dans un délai 

fixé. 

Une ZEF peut régler par son 

compte en devise ses achats 

locaux. 

- Opérations 

courantes :  

-Liberté de paiement des 

non-résidents par le biais 

des intermédiaires 

agréés ; 

-Domiciliation bancaire 

des opérations 

d’import/export. 

 

- Opérations 

financières : Liberté 

d’IDE entrants, 

autorisation préalable du 

MFB pour ouverture de 

comptes à l’étranger pour 

les résidents et autres 

opérations. 

ENGAGEME

NTS SOCIO-

ENVIRONNE

MENTAUX 

Etude d’impact 

environnemental (EIE) 

pour l’obtention du 

permis environnemental ; 

Respect de la loi en vigueur 

en matière 

environnementale, Etude 

d’Impact Environnemental 

(EIE) des entreprises 

 1) Réalisation 

d’une EIE ou 

PREE 

(programme 

d’engagement 
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REGIME ZES 

(Loi n°2017-023  

relative aux Zones 

Economiques Spéciales) 

 

 

REGIME LDI 
(version reçue par MCI le 

31.10.2016) 

 

 

REGIME ZEF 
(Loi 2007-037 et Décret 

2015-1096) 

 

 

DROIT COMMUN 

Dossier EIE à déposer 

auprès du guichet unique 

de l’EDBM ; 

Permis environnemental 

assorti de cahier des 

charges. 

L’EIE est effectué par 

l’ONE selon la procédure 

de droit commun. 

 

consultables auprès de 

l’ANDI 
environnemental

); 

2) EIE favorable = 

Obtention du 

permis 

environnemental 

délivré par 

l’ONE ; 

3) Délivrance du 

PGEP (cahier 

des charges 

environnemental

) du projet 

d’investissement  

REGIME 

FONCIER 

ET 

URBANISME 

- Concession foncière 

(30 ans) : domaine public 

ou privé de l’Etat, au 

profit d’un développeur ; 

le terrain des particuliers 

peut faire l’objet de bail 

ou de vente au profit de 

l’EDBM. 

- Contrat de bail : 

Développeur / Entreprise 

ZES ; 

- Permis d’investisseur : 

Permis global assorti 

d’un cahier des charges 

Crédit-bail : entre les 

investisseurs et le 

Groupement (signature par 

le développeur des baux 

emphytéotiques attribués 

aux entreprises) 

 Accès aux terrains selon 

la nationalité (résident ou 

étranger) et selon la 

nature du terrain 

(domaine de l’Etat ou 

propriété privée) 

Permis d’investisseur : 

autorisation 

d’alignement, 

- permis de 

construire,  

-  permis de 

remblai ou 

déblai,  

-  permis de lotir,  

- autorisation de 

réparation ou de 

démolition,  

- le certificat 

d’abattage 

d’arbre. 

REGLEMEN

TATION DE 

L’IMMIGRA

TION 

Allègement de 

procédures : 

 

Travailleurs expatriés : 

autorisation d’emploi 

ZES auprès du Guichet 

Unique. 

-visa professionnel ; 

-visa travailleur.  

 

 

 

 

 

Pas de disposition dans la 

Loi 

Visa de résident 

professionnel, valable 

pendant la durée de leur 

contrat de travail, est 

octroyé au personnel 

expatrié d'une Entreprise 

Franche, selon les 

modalités fixées par la 

réglementation en vigueur. 

- Visa et autorisations 

d’emploi : visa d’entrée 

ou de séjour 

transformable en visa 

professionnel, au niveau 

de l’EDBM ; 

- Visa professionnel : 

octroyé à tout 

investisseur étranger, 

droit de résider et 

travailler sur le territoire 

malgache, valable pour 3 

ans.  
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REGIME ZES 

(Loi n°2017-023  

relative aux Zones 

Economiques Spéciales) 

 

 

REGIME LDI 
(version reçue par MCI le 

31.10.2016) 

 

 

REGIME ZEF 
(Loi 2007-037 et Décret 

2015-1096) 

 

 

DROIT COMMUN 

SUIVI, 

CONTROLE, 

SANCTIONS 

AZES : Autorité de 

contrôle (investigations, 

inspections ou audits au 

sein des Entreprises 

ZES/Développeurs) ; 

Sanctions : 

Avertissement, lettre de 

mise en demeure pour 

rappel à l’ordre, 

suspension de 

l’agrément, retrait 

définitif de l’agrément, 

paiement de pénalités ou 

amendes.  

- ANDI, le Ministère en 

charge de l’Industrie et 

organismes 

administratifs compétents : 

suivi et contrôle régulier de 

toute 

Entreprise industrielle. 

- Sanctions : mise en 

demeure par le Ministère en 

charge de l’Industrie notifiée 

à l’Entreprise retrait de 

l’Agrément industriel et 

retrait de l’autorisation 

d’installation de l’entreprise 

industrielle au sein de la ZII) 

- Contrôle administratif 

systématique au niveau des 

entreprises industrielles (par 

ANDI et ministère du 

commerce) 

Contrôle administratif des 

ZF et des EF pour vérifier 

la conformité de leurs 

activités aux dispositions  

de la Loi sur les ZEF. 

- Retrait de 

l’autorisation 

d’acquisition foncière : 

non-respect des 

conditions pour son 

obtention ou non-

réalisation du projet 

d’investissement (délai 

de 6 mois). 

REGLEMEN

T DES 

DIFFEREND

S 

-Litige entre 

Développeur ou une 

Entreprise ZES et 

l’AZES : règlement 

amiable et en cas 

d’échec, procédure 

d’arbitrage institutionnel 

ou ad hoc (au choix du 

requérant) ; 

-Différend entre 

acteurs privés de la 

ZES : Comité de 

Règlement de Litige au 

sein de l’AZES 

(conciliateur). En cas 

d’échec, action devant le 

tribunal judiciaire ou le 

tribunal arbitral.  

 

 

 

 

 

 

Juridiction étatique 

- Différends entre 

investisseurs nationaux et 

l'Etat : juridictions 

compétentes malgaches, à 

moins d’une convention 

contraire des parties. 

- Différends entre 

investisseurs étrangers et 

l'Etat : procédure 

juridictionnelle ou 

d'arbitrage  

-Différends entre 

investisseurs nationaux 

et l’Etat : juridictions 

malgaches compétentes 

(sauf existence d’une 

clause compromissoire) ; 

-Différends entre 

investisseurs étrangers 

et l’Etat : procédure 

juridictionnelle ou 

arbitrage (accords ou 

conventions sur la 

protection des 

investissements).  

 

L’EDBM peut intervenir 

en tant que médiateur. 

*Regime Comparisons, World Bank, Harmonization of Legal Regime for Investments in Madagascar, July 2019 

Updated to reflect the new SEZ law 
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Annex 2: Comparison of Madagascar with Bangladesh, Kenya and Ethiopia 

Macro-economic conditions 

While Madagascar’s population and economy are significantly smaller than the comparator countries, the 

country is performing relatively well in terms of growth rates and attracting investment (although the FDI 

is primarily in the extractives sector). Madagascar textile and apparel exports per capita are higher than 

Kenya’s and Ethiopia’s as shown in Figure A below.  
 

Figure A. A Macro-Economic Comparison 

 

Country GDP 

(USD 

Billions) 

GDP Annual 

Growth Rate 

(%) 

GDP Per 

Capita 

PPP 

Population 

(Million) 

2018 

FDI/GDP 

(%)52 

Textile and 

Apparel 

Exports per 

Capita 

(USD) 2018 

Madagascar 14 5.2 1,453 26.3 3.2 18.6 

Bangladesh 286 7.9 3,879 161.4 1.1 204.5 

Ethiopia 94 9.0 1,794 109.2 4.5 0.97 

Kenya 89 5.1 3,077 51.4 1.4 6.61 

*Source. Trade Economics Stats from 2020/2019/2018 and WITS data, 2018 

 
Madagascar’s private sector is well diversified for a country of its income level. The country has diverse 

endowments, tourism, agribusiness, light manufacturing, and mining. The positive export trajectories 

mentioned above are also reflected at the micro-level; the proportion of exporting firms in total Malagasy 

firms was around 21.9 percent in 2013, higher than the average for SSA (11.3 percent) and Low Income 

Countries (LICs) (12.8 percent).53 

 

Economic competitiveness 
 

Madagascar’s overall competitiveness viz-a-viz the comparator countries is closest to Ethiopia but lags 

significantly behind Kenya, as shown in Figure B.  
 

Figure B. World Economic Forum (WEF) Global Competitiveness Ranking 2019-2018 

 

Country Global 

Competitiveness 

Ranking (2019) 

Country  

Score 

(2019) 

 

Global 

Competitiveness 

Ranking (2018) 

Rank Change 

from 2018 to 2019 

Madagascar 132 42.9 N/A N/A 

Bangladesh 105 52.1 103 -0.2 

Ethiopia 126 44.4 122 -0.4 

Kenya 95 54.1 93 -0.2 

*Source. WEF Global Competitive Reports 2018/2019 - Out of 141 Countries 

 
Based on the WEF assessment, Madagascar needs to especially focus on improving its: i) infrastructure, ii) 

ICT adoption, iii) institutions, and iv) innovation capacity. Madagascar compares relatively favorably in 

areas such as business/product markets, labor/skillset, health and macro-economic stability.   

 
52 WEF, 5-year average FDI inward flow % GDP 
53 Draft CPSD, April 2020 
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Ease of Doing Business 

 

Madagascar’s business environment is amongst the most challenging globally, and as such the country 

ranks 161 of 190 economies in the Doing Business (DB) 2020, with very little progress in recent years. For 

several indicators, individual procedures add huge additional costs (above 100 percent of GDP per capita), 

require over a year to be completed, or both. Madagascar ranks particularly low on getting electricity, 

dealing with construction permits, and registering property indicators as shown in Figure C, and it lags the 

SSA region averages in most other categories.   

 
Figure C Madagascar’s Doing Business Rankings 

 

 
 

 
Nevertheless, Madagascar is still ranked higher than Bangladesh, which is ranked at 168 and closer to 

Ethiopia’s ranking of 159, though all three countries still lag Kenya, which is ranked at 56. Madagascar is 

doing especially well in starting a business but needs to focus reform efforts on: i) obtaining construction 

permits, ii) obtaining electricity, iii) registering property, iv) obtaining credit, v) protecting minority 

investors, vi) paying taxes, and vii) resolving insolvency processes.  

 

It is important to highlight that the other comparator countries have undertaken several new reforms which 

may influence their performance in the DB ranking in 2021. Bangladesh has reformed starting a business, 

obtaining electricity, and obtaining credit processes while Ethiopia has introduced new reforms in 

construction permitting and registering property. Kenya continues to improve processes for obtaining 

construction permits, obtaining electricity, obtaining credit, protecting minority investors, paying taxes 

systems and resolving insolvency processes. Madagascar will do well to renew the momentum on ease of 

doing business reforms to be on par with the comparator countries. The overall comparison is shown in 

Figure D below.  
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Figure D. Benchmarking Ease of Doing Business 

 

DB Component Madagascar Bangladesh Ethiopia Kenya 

Starting A Business 80 131 168 129 

Obtaining 

Construction 

Permits 

182 135 142 105 

Obtaining 

Electricity 

186 176 137 70 

Registering 

Property 

164 184 142 134 

Obtaining Credit 132 119 176 4 

Protecting Minority 

Investor 

140 72 189 1 

Paying Taxes 134 151 132 94 

Trading Across 

Borders 

140 176 156 117 

Enforcing Contracts 136 189 67 89 

Resolving 

Insolvency 

135 154 149 50 

*Source. WB Doing Business 2020 - Out of 190 Countries 

 

Madagascar ranks the lowest (158 out of 180) in the Corruption Perception Index amongst the comparator 

countries based on the Transparency International assessment especially due to governance inefficiencies, 

poverty and economic instability, grand and petty corruption, illegal smuggling, and weak anti-corruption 

policies. Figure E provides the comparison. 

 
Figure E. Transparency International Corruption Perception Index (CPI) 2019 

 

Country 2019 Ranking 2019 Score 2018 Score 2017 Score 

Madagascar 158 24 25 24 

Bangladesh 146 26 26 28 

Ethiopia 96 37 34 35 

Kenya 137 28 27 28 
*Source. Transparency International 2019. The 2019 CPI draws on 13 surveys and expert assessments to measure public sector 

corruption in 180 countries and territories, giving each a score from zero (highly corrupt) to 100 (very clean).  
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Another area where Madagascar could strengthen its reform efforts is in trade logistics which is critical for 

the textile and apparel sector. Only landlocked Ethiopia ranks lower than Madagascar in infrastructure, 

tracking/tracing and timeliness of logistics as shown in Figure F. 

 
Figure F. WB Aggregated Logistics Performance Index (LPI) Ranking 2012-201854 

 
Country LPI 

Ranking 

LPI 

Score 

Customs Infra-

structure 

Intern’al 

Shipments 

Logistics 

Competence 

Tracking/ 

Tracing 

Timeli/

ness 
Madagascar 137 2.35 121/ 

2.32 

137/ 

2.16 

154/ 

2.22 

141/ 

2.25 

125/ 

2.42 

136/ 

2.7 
Bangladesh 100 2.6 120/ 

2.33 

109/ 

2.36 

99/ 

2.66 

94/ 

2.56 

89/ 

2.67 

108/ 

2.97 
Ethiopia 131 2.4 79/ 

2.54 

140/ 

2.13 

112/ 

2.54 

119/ 

2.39 

145/ 

2.24 

158/ 

2.49 
Kenya 63 2.93 67/ 

2.66 

67/ 

2.86 

70/ 

2.86 

60/ 

2.88 

53/ 

3.11 

61/ 

3.35 
*Source. WB Aggregated LPI Ranking For 2012-201855 - Out of 167 Countries. 

  

 
54 The international score uses six key dimensions to benchmark countries' performance and also displays the 

derived overall LPI index. The scorecard allows comparisons with the world (with the option to display world's best 

performer) and with the region or income group (with the option to display the region’s or income group's best 

performer) on the six indicators and the overall LPI index. 

The logistics performance (LPI) is the weighted average of the country scores on the six key dimensions:  

1) Efficiency of the clearance process (i.e., speed, simplicity and predictability of formalities) by border control 

agencies, including customs; 

2) Quality of trade and transport related infrastructure (e.g., ports, railroads, roads, information technology); 

3) Ease of arranging competitively priced shipments; 

4) Competence and quality of logistics services (e.g., transport operators, customs brokers); 

5) Ability to track and trace consignments; 

6) Timeliness of shipments in reaching destination within the scheduled or expected delivery time. 

The scorecards demonstrate comparative performances of all countries (world), regional and income groups. 
55 The Aggregated LPI combines the four most recent LPI editions. Scores of the six components across the 2012, 

2014, 2016 and 2018 LPI surveys were used to generate a “big picture” to better indicate countries’ logistics 

performance. This approach reduces random variation from one LPI survey to another and enables the comparison of 

167 countries. Each year’s scores in each component were given weights: 6.7 percent for 2012, 13.3 percent for 2014, 

26.7 percent for 2016, and 53.3 percent for 2017. In this way, the most recent data carry the highest weight. The 

Aggregated LPI allows for comparisons across 167 countries. Missing values are filled according to previous years’ 

scores 
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Annex 3: Summary of good practices for zone development 

For both the GoM and the MAF, it is important to consider the following planning and design factors to 

optimize the inherent value of any investments in a textile/apparel zone; 

  

Single ownership. Land for a zone must be in single ownership. This may mean that land is government 

owned or purchased/acquired from the private sector at market rates or through expropriation.  

 

The site should be an appropriate size for demand. The size of a zone should be based upon an industry 

assessment and a 20-yr demand forecast for that specific location. Zones usually range in size from 100-

350ha in size, especially if zones are new in a country. A zone must be constructed in phases and each 

phase only brought to market when the previous phase is 70% leased.  

 

Contiguous configuration is important. In order to reduce duplication of facilities, infrastructure and 

utility networks and to optimize development, construction and operating costs, land for zones should be 

contiguous.  

 

Flat topography is ideal. Land for a zone should be flat. Hilly, mountainous or rocky sites require more 

earthworks (cut and fill of the land to make it flat and more hydrology modeling). If a zone is not on flat 

terrain, it increases the project’s infrastructure/utility requirements and raises development and construction 

costs making the project significantly more expensive. 

 

Locating a zone on the periphery of urban/rural areas. Zones are best located on the outskirt or 

periphery of cities, towns or villages because they are then away from existing communities, (hence 

minimizing land use conflicts), have easy access to national highways (for better logistics), and reduce 

traffic congestion between vehicular and heavy trucks (making roads safer).  

 

Located along or near a highway. Zones are also best located adjacent a highway or main road leading to 

a highway. This improves the zone’s logistics and allows trucks to have direct access to the national 

highway. It also provides prominence to the zone, so it can be found by investors. 

 

Access to national infrastructure. It is important that zones are in close proximity to international airports, 

ports, rail corridors, and national highways. This improves the zone’s attractiveness with investors and 

makes it easier/faster/cheaper to get goods/products to their final domestic and/or international destination. 

Hence, reducing transport times/costs. 

 

Access to quality infrastructure and utilities. Zones must be located in areas with access to industrial 

levels of power and water. The most critical aspect of a zone is power. Zones must have constant, stable, 

reliable and clean power with no power surges for investors. Power can be self-generated in a zone or can 

be acquired from a country’s national grid. Backup power is always required within zones. Today different 

types of power (co-gen, solar, hydro, biomass, renewables etc.) should be explored to improve the resilience 

of a site. The cost of power or the lack of power can make or break a zone project. Water (potable and grey 

water) is also critically important to zone’s success. Typically, water can be taken from either a piped 

network or collected through boreholes/wells on site. All zones currently provide wastewater treatment 

facilities onsite. This is important to investors. Power, water and wastewater treatment requirements are 

determined by industry sectors within a zone, and hence, differ from location to location.  

 

Green technology and resilience. It is difficult to be competitive nowadays by constructing traditional 

infrastructure, utilities and facilities. Most investors and corporations want to be located in ‘green zones.’ 

Green zones are eco-friendly and incorporate energy/water savings measures, re-cycling/harvesting, cost 
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cutting green technology and LEED certified buildings. A green zone makes a project more resilient against 

natural disasters and climate change impacts.   

 

Minimal environmental and social issues. Zones should not be located on contaminated lands or lands 

that have significant environmental issues such as soil, air, noise water, or hazardous pollution, sensitive 

flora, fauna, or animals, environmentally sensitive coastal areas, protected areas, reserves, or any lands that 

contain historical, religious, or culturally significant buildings. Zones should also not be situated adjacent 

to lands with industries that create air, water, noise or hazardous pollution (such as coal plants, solid waste 

facilities or hazardous areas etc.) as these activities: i) limit the use of the zone lands, ii) reduce the lease/sell 

price of the land, and iii) makes the zone site less attractive to FDI who typically have strong environmental 

charters and/or investment requirements. In addition, land that involves significant resettlement (the moving 

of illegal or informal settlements or uprooting livelihoods) should be avoided, if possible, as all occupants 

are entitled to financial compensation before zone development is able to occur. Resettlement is both timely 

and costly and will drastically increase the total cost of a zone project. If a community is located on the 

zone lands and cannot be resettled off the property, then this area should not remain within the zone 

boundaries and a buffer between the community and the zone should be developed to mitigate any negative 

effects. An existing community cannot be located within a zone. 

 

Existing industrial clusters. Zones are most successful when they are located where industry is already 

situated. An existing industry cluster identifies to a zone developer that a value chain is already present in 

that area and that the location will have the qualities to potentially attract new investors. 

 

Located where ‘investors want to go’. Location is critical to the success of a zone. Investors must want 

to be in the location where a zone is developed. Best practice shows that a ‘build it and they will come’ 

strategy does not work. Investors must be able to do business in a region (have logistics, infrastructure and 

utilities, and labor in place) and that region must have quality of life aspects (international level housing, 

schools, hospitals, entertainment facilities, and recreational areas). Without these critical factors, a zone 

will have limited success. 

 

Available labor. The availability of local labor (both skilled and unskilled) is an important factor to 

potential investors. The region around a zone must have low-cost labor with the capacity to be trained to be 

employable in the enterprises in the zone. Investors expect labor regulations within a zone that facilitate 

both high-quality working conditions and efficient interactions between employers and employees. The 

likelihood of disagreements between labor and management that may lead to demonstrations or labor unrest 

is a disincentive to zone investors, given that the whole structure of a zone is designed to allow goods to 

flow easily in and out of the zone without interruptions that could result from labor problems that occur on 

a regular basis. 

 

A secure environment. For an investor, a zone offers a safe workplace environment. Zones are fenced 

areas with CCTV and security officers protecting the perimeter. However, for an investor, they also require 

that once their goods/products leave the zone, their cargo will remain safe and will arrive at its destination 

on time and without problems. As such, investors look for safe regions/locations to invest in. They do not 

want to increase their operating costs in anyway because of security issues. Investors also do not want to 

worry about the safety of their employees or management who live outside the zone. 


