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Introduction 
The objective of the study is to assess how this country positions itself compared to 
some of its main competitors in the Leather Processing and Garments sub-sectors.  For 
the first sub-sector the other countries under analysis are Egypt, Ethiopia, India and 
South Africa. For the second, countries retained are Egypt, Ethiopia, India, Ghana, 
Nigeria, South Africa, Tanzania and Turkey.  
 
The purpose of this paper is to introduce the methodology used in the benchmarking 
exercise, present the main findings of the analysis and conclude with some 
recommendations for each of the sub-sectors. Additional information necessary to the 
analysis is presented in annexes. 
 
Methodology 
This study has been performed from the perspective of potential investors, following the 
same approach used when assisting corporate clients in the initial phases of their location 
decision making process.  
As inputs to carry out the exercise, a prototype of a feasible investment project for each 
sub-sector was defined (see Annex 1). UNIDO determined the countries to benchmark 
Kenya against.  
Initially the most critical location drivers for investments in these sectors and their main 
location requirements were identified.   
Data to document both qualitative and financial issues was collected through desk 
research. 
From the qualitative point of view, location factors analyzed related to the following 
categories: 
� General business environment,  
� Availability of labor  
� Employment regulations  
� Logistics and Infrastructure  
� Technical and site factors 
� Living environment for expatriates 

 
For the leather processing sub-sector two more categories of location factors were 
added: 
� Availability and quality of raw materials 
� Permits and environment 

 
In order to differentiate the relative importance of the location factors in the location 
assessment, a weighted score board, attributing weightings to all qualitative location 
factors according to their level of importance, was developed. 
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The benchmarking data gathered for the qualitative location factors were translated into 
quantitative scorings from 1 to 10, 10 being the best. These individual scores per 
location and per location factor and the weight factors attributed to each location factor 
have been used to calculate an overall weighted quality score per location and sub-
sector. Annexes 2 to 4 show the location factors used for each sub-sector, the weightings 
attributed to each of them and the scorings per location.  
 
From the financial point of view, profitability indexes were calculated by means of 
discounted Cash Flow analysis, incorporating the project requirements against the local 
cost structures in each of the benchmark locations under analysis. The profitability index 
equals the sum of the (discounted) cash flows divided by the net cash investment and a 
period of 10 years was taken into account. Annex 3 presents the assumptions taken for 
the financial analysis. 
 
Results from the both the qualitative and the financial analysis have been used to 
determine Kenya’s competitive position for each of the two sub-sectors. A two-
dimension map, combining these results, clearly shows the trade-off between financial 
and qualitative factors in each sub-sector. A SWOT analysis has also been conducted. 
 
It is our view that strengths should form the basis for key selling messages in the 
country’s marketing strategy for the attraction of FDI in each of the selected sectors. The 
weaknesses on the other hand should be used as a basis for potential improvements for 
Kenya’s regional development policy  
 
1. Leather Processing 
 
Main Findings 
To analyze this sector, the investment project prototype developed was a medium size 
tannery for production of crust leather from bovine hides for export to EU markets. Crust 
leather is a semi-finished but tradable product. It was assumed that the tannery should be 
located within an existing tannery district. The benchmarking countries are Egypt, 
Ethiopia, Kenya, India and South Africa. 
 
Critical location factors in the location of tanneries are first of all the availability and 
quality of raw materials, as the quality of the final product depends directly on the 
quality of the inputs. Second critical factor is the availability and quality of infrastructure 
to transport goods (mainly roads and seaport) and to exchange information 
(telecommunications), as this is an export-oriented activity. Finally, because of the 
pollution generated in the tanning process, environmental legislation is also critical. 
 
Other important location drivers in a location decision of a tannery are quality of the 
business environment, the availability of subcontractors and industry-related services 
and the availability and reliability of utilities, especially water. From a financial point of 
view, corporate tax and investment incentives (both tax incentives or cash grants toward 
the investment cost) are also important location factors. 
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Annex 2 presents in detail the location factors used in this analysis, the allocated 
weightings to each of them and the results of the qualitative analysis per location 
category. 
 
The overall result of the qualitative analysis is shown below: 
 

Graph 1: Qualitative analysis 
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From a quality point of view South Africa and India score significantly better than the 
rest of the countries under analysis. Kenya and Ethiopia offer the lowest quality. These 
countries offer a relative poor scoring in each category. However Ethiopia presents a 
higher availability of hides and a most developed tannery industry than Kenya. Egypt 
scores in between these two groups of countries.   
 
The relatively poor performance of Kenya is mainly explained by a poorer business 
environment, lower availability and quality of hides and a more limited infrastructure of 
the country.  
 
Within the business environment, Kenya presents the highest political risk (mainly risk 
of expropriation and government action and, secondly, transfer risk). Transparency 
International also ranks Kenya as facing more corruption than the remaining 
benchmarking countries. In terms of economic freedom however, Kenya scored second 
best, showing a lower level of government intervention in the economy than Egypt, 
Ethiopia and India. 
 
Availability and quality of hides is, as mentioned above, of critical importance. Kenya’s 
main weaknesses are the poorer quality of its hides and the smaller size of the tannery 
industry. The quality of hides depends directly on the breeding conditions and the way of 
slaughtering. The tannery industry in Kenya has shrunk after the recent privatization 
process.  
 
Kenyan telecommunications infrastructure is second poorest after Ethiopia. Indicators 
assessed include number of PCs, internet hosts and users, mobile subscribers and main 
telephone lines (source: International Telecommunication Union). Also transport 
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infrastructure is weaker in Kenya, and this applies to seaport road and railway 
infrastructure.  
 
From the financial point of view, countries were compared throughout their profitability 
indexes. These were obtained by means of discounted Cash Flow analysis, incorporating 
the project requirements against the local cost structures in each of the benchmark 
locations considered. As indicated earlier, the profitability index (PI) is defined as the 
sum of the (discounted) cash flows divided by the net cash investment and the period of 
reference is 10 years. (See Annex 5 for assumptions and unit costs). 
 
Some of the assumptions can have an important impact on the economic analysis, and 
for this reason need some comments.  
Firstly, it is important to note that due to time constraints it was not possible to locally 
confirm cost of raw materials in all countries. For this reason it was assumed equal price 
of hides for all countries, at 6.5 USD. Price of hides in Kenya is higher, at around 10 
USD. This is due to high foreign demand of hides for export, which distorts the market 
and hinders new investment. This artificially higher price damages Kenyan 
competitiveness in the tanning industry. 
Secondly, because of the polluting nature of the activity, it is most probable that a new 
tannery would be located in an existing tannery district, and this was taken as a project 
assumption. As capital intensive investments, tanneries are very sensitive to tax 
incentives. Being located outside an Export-Processing Free Zone may imply in some 
countries non-availability of tax incentives. Thika was retained as the Kenyan tannery 
district. 
Thirdly, based on our research it was assumed that no tax holidays were available in 
Thika. Contradictory information obtained after this analysis regarding the possibility to 
obtain FTZ status outside Kenyan Free Trade Zones, and thus benefit from tax holidays, 
motivated a sensitivity analysis to show the impact of tax holidays in Kenyan 
competitive position.  
 
The results of the financial analysis are presented in the graph below: 
 

Graph 2: Financial analysis 
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Results from the financial analysis show that Egypt and Ethiopia are the most attractive 
countries (PI of 6.64 and 5.92). This is explained by the much more generous tax 
incentives offered (Egypt 10 year tax holiday and Ethiopia 5),  
 
India profitability index would differ if the tannery activity would be located in the 
Chennai free trade zone and/or if the crust leather is not subject to import duties into the 
EU (applicable in some cases depending on the size of the leather). The PI in India can 
vary from 4.02 when located in out of a Free Trade Zone and subject to import duties up 
to 6.76 when located within a Free Trade Zone and with no duties). 
South Africa’s profitability index is the lowest (apart one Indian scenario). This is 
explained by the combination of the highest corporate tax and the highest labor costs. 
Kenya, under the assumption of not tax holidays available can not compete with Egypt 
and Ethiopia. However when 10 tax holidays are available, Kenyan PI (6.74) becomes 
higher than Egyptian (6.64) and Ethiopian (5.92). 
 
As already indicated, corporate tax and tax incentives influence very much the 
profitability of this type of investments. Also price of raw materials play and important 
role. The influence of other operating costs is much more limited. limited. Although not 
taken into account in this exercise, it should be noted however the high cost of local 
transportation. Around 40% of the cost of transport of goods to USA relates to local 
transportation to Mombassa for transshipment. 
 
The competitive positioning of Kenya in the Leather processing sector, is a 
combination of the qualitative score and the profitability analysis. The combined map is 
shown in the graph below: 
 

Graph 3: Combined map - competitive positioning 
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India and Ethiopia form a set of locations for investors looking for highest quality and 
ready to have a less profitable business. Ethiopia is the major competitor to Kenya.  
The ease of doing business in Ethiopia and Kenya are similar. The financial 
attractiveness depends on the real availability of tax incentives. While Ethiopia offer 5 
year tax holidays for tannery and textile activities, Kenya seem to offer tax holidays only 
in Free Zones (10 years). The graph also shows how the position of Kenya would 
improve assuming this tax incentive is available.  The Egyptian option offers a very 
good compromise. 
 
 
Conclusions and recommendations 
A SWOT analysis helps to organize these results and to evaluate actions that should be 
taken in order to improve the overall competitiveness of Kenya in the tannery sector.  
 
Strengths Weaknesses 
Availability of hides Quality of hides 
 Availability of tax incentives 
 Overall business environment 
 Reliability of utilities 
 Poor telecommunication infrastructure 
  
Opportunities Menaces 
National and international support to 
develop this industry 

Local price of hides 

Duty-free access to EU market  
 

First conclusion to retain is that measures necessary to improve the Kenyan 
competitiveness in the tannery sector should not be only sectoral. Investors do consider 
other aspects when deciding on new locations for investments. Improvements in those 
aspects are also necessary. In this case for instance, the following issues need also to be 
addressed for improvement: reliability of telecommunications and utilities, economic 
and political risk, bureaucracy and corruption.  
 
It is also very important to take action to improve the quality of hides. Measures to 
upgrade technology, build capacity and offer other sector-related services should be 
taken.  
 
The ambiguity regarding the availability of tax incentives for tanneries even if located 
outside Export-Processing Zones should also be eliminated. A simpler way to tackle the 
issue would be to offer sectoral based tax incentives instead of geographical based. 
 
Finally, even though the effect of high prices of raw material has not been quantified, it 
is clear that hinders potential investment. Protective measures to counteract subsidies to 
imports of hides from other countries should be taken. This will allow national tanneries 
to further develop and foreign investment to increase. 
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2. Garments  
 
Main findings 
The investment prototype developed to analyze this sector was a manufacturing facility 
for the production of cotton shirts for export to EU markets. The selected benchmarking 
countries are Egypt, Ethiopia, India, Kenya, South Africa, Ghana, Nigeria, Tanzania and 
Turkey. 
 
Because of the high competition, critical location drivers in the textile industry are very 
much cost related: cost of labor force and transportation, corporate taxation and 
incentives. Also availability of free export processing zones, quality of transport 
infrastructure (road and seaports) and availability of non-skilled labor force are critical. 
 
Other important location factors for a textile unit are quality business environment, 
corporate tax system and incentives, the telecommunications infrastructure and 
reliability, English language skills and employment regulations. English skills are 
important given the fact that in most of the cases floor managers will be expatriates. 
 
The location factors used in this analysis, the allocated weightings to each of them and 
the results of the qualitative assessment per location category are included in Annex 2. 
 
The graph below shows the overall result of the qualitative analysis: 
 

Graph 4 : Qualitative analysis 
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South Africa, and to a lesser extent, India, Egypt and Turkey score best from the 
qualitative point of view. This is explained by a combination of a better business 
environment, better logistics infrastructure and a good offer of Free Trade Zones. 
Ghana and Kenya form a second cluster of locations, offering overall medium quality 
solutions, followed by Nigeria and Tanzania. The two latter countries currently offer a 
poor business environment, more limited logistics infrastructure and to a lower extent 
also more limited offer of free trade zones. Ethiopia presents the lowest quality offer. 
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The weakest qualitative aspects in Kenya compared to the retained benchmark locations 
are the overall business environment. As indicated in the tannery chapter the overall 
business environment is an important element for new investors. Political risk, 
bureaucracy and corruption are the location factors where Kenya scores poorest.  
When compared to non Sub-Saharan countries, the weaker score of Kenya is also 
explained by the lower quality of its infrastructure (telecommunications, road and port 
infrastructure and reliability of utilities).  
The availability Export Free Zones is one of the location factors where Kenya scores 
best. This is mainly explained by the Athi River Export Processing Zone, the Kenyan 
leading industrial park.  
 
The graph below shows the results of the financial analysis: 
 

Graph 5: Financial analysis 
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The most attractive countries from a financial point of view are Kenya and Ghana, 
followed by Egypt, Ethiopia, India and Nigeria. The differences in PIs are explained by a 
combination of factors as shown in table below.  
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Kenya and Ghana benefit from low labor costs, very generous tax incentives and no 
import duties to access the EU. This last point is the disadvantage of India. Nigeria and 
Ethiopia only offer 5 years tax holiday. Egypt provides 10 year tax holidays but has 
higher labor costs.  South Africa is the least attractive option because of its highest labor 
costs and lack of corporate tax incentives.  Tanzania and Turkey are also relatively little 
attractive because of higher labor costs in Turkey and no tax holidays in Tanzania. 
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The competitive positioning of Kenya in the garment sector is shown in the combined 
map below: 
 

Graph 6 : Combined map – competitive positioning 
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Kenya is a very attractive solution financially at a fair level of quality. The county is 
clearly very competitive compared to the rest of African countries under analysis, 
excluding South Africa. Its main competitors are Ghana and Egypt. Ghana offers a very 
similar competitive option. Although Kenya has higher availability of Export processing 
zones and has developed more flexible labor regulations, Ghana offers a more stable 
business environment and also a more attractive living environment for expatriates.  In 
terms of logistics, availability of staff and tax incentives both countries present a similar 
offer. 
Although Egypt offers a better qualitative offer than Kenya in all important categories it 
should also be considered as a direct competitor. This is explained by the clear 
profitability/quality trade-off that exists, given the financial attractiveness of Kenya. 
 
India, Turkey and Egypt form a cluster of locations with higher overall quality and still 
good profitability. South Africa is the option offering highest quality but also lowest 
profitability. 
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Conclusions and recommendations 
 
Strengths Weaknesses 
Employment regulations General business environment 
Availability of Export Processing Zones Telecommunications infrastructure 
Competitive labor costs Quality of seaport 
Generous tax incentives  
  
  
Opportunities Menaces 
AGOA   
Duty free access to EU  
 
As indicated in the assessment of the leather processing sub-sector, long-term measures 
to improve the business environment need to be addressed. From a sector point of view, 
AGOA and other international agreements offer opportunities to develop this industry. 
This should be used to develop the overall sector upstream to successfully complete the 
textile supply chain and to ensure sufficient local availability of cotton as the sector 
develops. 
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Annexe 1 : Investment Project Prototypes 
Crust Leather:  Tannery processing bovine hides 
 
Activity  
� Medium size facility for the production of crust leather for export   

 
Location   
� In tannery district, which most probably implies outside free trade export 

processing zones  
  
Investment  
� Site (m²)    10,000 
� Building (m²)    5,000 
� Equipment (USD)   1,529,000 
� Water treatment plant (USD)* 650,000 
� Working capital    20% of annual sales 

 * 40%  building and 60% equipment 
 
Employment  
� Total   60 
� Skills required : 50 unskilled workers 

5 skilled workers 
5 office / administration 

 
� 2 shifts (16 hours per day) 

 
Operating costs  
� Raw materials  

 Bovine hides (161,000  per year, USD 6.5 per hide)  
Sulphur sodium: USD  24,150 / year 

 Chromsalts: USD 48,300 / year  
 
� Finished products  

    Grain leather (448,885m²/year) and split leather (224,442 m²/year)  
 NC: 4104 41 11 
 
� Transport 

 Inbound: Hides and leather chemicals locally available 
 Outbound: All finished products to the EU ( 36 20 ft containers per year) 
 
� Utilities  

 Power: kWh 2,576,000 (1,000 KVA) 
 Water: 800 liter per hide (128,800 m²/year) from well or river 
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Annex 1 : Investment Project Prototypes 
Garments : Production of cotton shirts 
 
Activity  
� Production of cotton shirts for the EU market 

  
Location   
� Within free trade export processing zones 

  
Investment  
� Site (m²)   10,000 
� Building (m²)   2,600 
� Equipment (USD)  1,000,000 
� Working capital   20% of annual sales 

  
Employment  
� Total   80 
� Skills required : Unskilled and Semi skilled people 
 

Operating costs  
� Raw materials  

 Fabrics & zippers (USD 700,000) 
 
� Finished products  

 Cotton shirts (NC: 6205 2000) 
 
� Transport 

 Inbound: Raw materials locally available 
 Outbound: All finished products to the transshipped to EU in 20ft-contaniers 
 26 20ft containers per year 
 
� Utilities  

 Minor 
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Annex 2 : Qualitative assessment 
Leather processing 
Location factors and weights 
Location Category

Weight 
(%) Location factor

Weight 
(%)

final 
weigth

General business environment 20 Economic risks 10 2,0%
Economic freedom 10 2,0%
Political stability / regime / freedom 5 1,0%
Political risk 25 5,0%
Bureaucracy / Relationship with regulatory authorities 15 3,0%
Corruption / business ethics 10 2,0%
Business restictions / restictions on ownership 5 1,0%
Attitude to FDI / openess to foreign investors/cultures 10 2,0%
Availability of subcontractors, business services etc… 10 2,0%
Total 100 20%

Availability and quality of raw materials 25 Availability of hides 30 7,5%
Future availability of hides 25 6,3%
Quality of hides 35 8,8%
Presence of tannery 10 2,5%
Total 100 25%

Availability of labor 10 Total labor force 5 0,5%
Quality of labor force 20 2,0%
Presence of manufacturing staff 10 1,0%
Availability of unskilled labor 25 2,5%
Availability of skilled labor 10 1,0%
Availability / quality  of managers 10 1,0%
Education 10 1,0%
English language 10 1,0%
Total 100 10%

Employment regulations 5 Flexibility of hiring 30 1,5%
Conditions of employment 40 2,0%
Flexibility of firing 30 1,5%
Total 100 5%

Logistics & Infrastructure 20 Road infrasructure 20 4%
Railway infrastructure 10 2%
Seaports 30 6%
Air connections 10 2%
Telecommunication 30 6%
Total 100 20%

Technical and site factors 5 Availability of customs free zones / export processing zones 30 1,5%
Supply and reliability  of utlities/sewer 70 3,5%
Total 100 5,0%

Permits and environment 5 Time for permits 25 1,3%
Stringency of environmental regulations 75 3,8%
Total 100 5,0%

Living environment for expatriates 10 General attractiviness for expatriates 60 6,0%
Safety  40 4,0%

Total 100 100%  
 
Categories’ partial scores and weights 

weigth Egypt Ethiopia India Kenya SA
General business environment 20 4,5 3,9 4,7 3,6 6,2
Availability and quality of raw materials 25 4,7 5,1 9,3 3,2 6,4
Availability of labor 10 5,8 4,9 8,1 5,6 6,5
Employment regulations 5 4,4 4,6 6,1 6,4 7,1
Logistics & Infrastructure 20 7,1 1,5 5,4 3,2 7,6
Technical and site factors 5 6,2 1,7 4,8 4,2 7,0
Permits and environment 5 3,8 2,3 3,0 2,3 7,0
Living environment for expatriates 10 7,7 4,9 6,0 5,7 7,3
Total Qualitative score 5,6 3,7 6,4 3,9 6,8  
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Annex 3 : Qualitative assessment 
Garments 
 
Location factors and weights  
Location Category

Weight 
(%) Location factor

Weight 
(%) final weight

General business environment 25 Economic risk 15 3,8%
Economic freedom 10 2,5%
Political stability / regime / freedom 10 2,5%
Political risk 20 5,0%
Bureaucracy / Relationship with regulatory authorities 10 2,5%
Corruption / business ethics 10 2,5%
Business restictions / restictions on ownership 10 2,5%
Attitude to FDI / openess to foreign investors/cultures 10 2,5%
Availability of subcontractors, business services etc… 5 1,3%
Total 100 25%

Availability of labor 20 Total labor force 10 2,0%
Quality of labor force 20 4,0%
Presence of manufacturing staff 10 2,0%
Availability of unskilled labor 30 6,0%
Availability of skilled labor 5 1,0%
Availability / quality  of managers 5 1,0%
English language 20 4,0%
Total 100 20%

Employment regulations 10 Flexibility of hiring 10 1,0%
Conditions of employment 50 5,0%
Flexibility of firing 40 4,0%
Total 100 10%

Logistics & Infrastructure 30 Road infrasructure 30 9,0%
Railway infrastructure 5 1,5%
Seaports 50 15,0%
Air connections 5 1,5%
Telecommunication 10 3,0%
Total 100 30%

Technical and site factors 10 Availability of customs free zones / export processing zones 80 8,0%
Supply and reliability  of utlities/sewer 20 2,0%
Total 100 10,0%

Living environment for expatriates 5 General attractiviness for expatriates 60 3,0%
Safety  40 2,0%
Total 100 5%

Total 100 100%  
 
 
Categories’ partial scores and weights 

weight Egypt Ethiopia India Kenya South Africa Ghana Nigeria Tanzania Turkey
General business environment 25 4,9 4,1 5,1 3,9 6,5 5,3 4,0 4,8 4,9
Availability of labor 20 6,6 6,0 9,4 6,6 7,4 6,8 7,7 6,9 7,2
Employment regulations 10 3,7 4,8 5,7 6,3 7,2 5,1 5,4 4,0 4,3
Logistics & Infrastructure 30 7,2 1,2 5,3 3,6 7,8 3,5 2,3 2,3 6,2
Technical and site factors 10 8,2 1,2 7,8 6,2 7,0 4,6 1,8 3,8 8,0
Living environment for expatriates 5 7,7 4,9 6,0 5,7 7,3 6,2 3,8 4,9 7,9
Total qualitative score 6,3 3,4 6,4 4,9 7,2 5,0 4,1 4,3 6,2  
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Annex 4 : Individual qualitative scores 
 

 
 
*NR : Non relevant, as those countries weren’t under analysis in the leather processing 
sub-sector
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Annex 5 : Assumptions for financial analysis 
 
1. Investment costs :  
No differences have been retained with respect to the site cost, the building cost and the 
equipment costs. 
 
Except for the Republic of South Africa, none of the countries provide cash grants 
towards the investment cost in fixed assets (site, building and equipment). 
 
The Foreign Investment Grant (FIG) is available in South Africa. This is a cash incentive 
scheme for foreign investors who invest in new manufacturing businesses in South 
Africa. The FIG covers 15% of the costs of new machinery and equipment, to a 
maximum amount of Rand 3 million (USD 400,000 ) per entity. 
 
 
2. Operating costs :   
Labor costs : 
Average labor costs for unskilled manufacturing  worker in textile / leather 
industries 
 

 
Source : IBM-PLI based on inputs from UNIDO and Prices and Earnings around the 
World, Union Bank of Switzerland (2003) 
 
Utility costs  
The weight of the utility costs (power and water) in the total package of the operating 
costs is limited for the garment investment project. Therefore, the utility costs have not 
been calculated for the garment project. 
 
The power as well as the water consumption is considerable for the leather (tannery) 
investment project. 
� The power rates applied for all locations is USD 0.07 per kWh, except for South 

Africa where USD 0.05 was applied. 
� It has been assumed that water is taken from a river or well at almost no cost. 

 
Import duties 
Import Duties on Products of Origin when Entering the EU-market. 
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Source : Belgian Ministry of Finance 
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Transport costs 
Rates to Transship a 20ft container to EU (Antwerp). 
Rates include the basic transshipment rte, the bunker charge (fuel surcharge), the 
terminal handling charges (THC), and if applicable the emergency risk surcharge. 
 

 
Source : Saf Maersk and Hapas Lloyd 
 
 
Other : Raw materials and sales :  
It has been assumed that costs of raw materials and sales do not differ by country. These 
have been given in the investment projects definitions. 
 
3. Corporate Income Tax Rates 
� Egypt: 40% (however, 32% rate on profits of industrial companies and on profits 

derived from certain exports). An additional 2% development duty on annual profits 
in excess of EGP18,000 

� Ethiopia: 35% 
� India: 35%  
� Kenya: 30% 
� South Africa: 30% plus 'Secondary Tax on Companies' (STC) of 15%  on any net 

dividend declared. Therefore, if all retained earnings are distributed: total rate of 
37.78%. 

� Ghana: 32.5% 
� Nigeria: 30% 
� Tanzania: 30% 
� Turkey: 30% plus 10% surtax on the corporate tax (= total rate of 33%) 
 
 
4. Capital Allowances (Depreciation) 
Depreciation Rates (Straight Line) 

 
Source : Ernst and Young/PricewaterhouseCoopers 
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5. Tax Incentives 
 
� Egypt:  10 year tax holiday for tannery and textiles industries  

   10 year tax holidays in Export Processing Zones (EPZ’s) 
 
� Ethiopia:  5 year tax holidays for tannery and textile activities. 

   No Free Export Processing Zones.  
 
� India:   No tax incentives for tanneries or textile industry 

   10 tax holidays in Free Trade Zones 
 
� South Africa: Tax allowances for  investments exceeding R 50 million (USD 

  6.8 million): 50% tax allowance but limited to R 300 million  
  (USD 40.7 million ) and 100% tax allowance but limited to R 600 
  million  (USD 81.5 million). 

    No tax holidays in Export Processing Zones (EPZ’s). 
 
� Kenya:  Investment allowance of 70% of industrial buildings and  

  equipment.  
   10 year tax holidays in Export Processing Zones (EPZ’s). 

 
� Ghana:  25% tax rebate for manufacturing in regional capitals other than 

  Accra and Tema and  50% tax rebate for all manufacturing  
  located outside regional capitals. 

    10 year tax holidays in Export Processing Zones (EPZ’s). 
 
� Nigeria:  tax holiday of up to 3 years for pioneer projects with a possible 

  extension of 2 years (another 2 years in economically  
  disadvantaged regions). 

   In EPZ of Calabar: 3 year tax holiday for new specific  
   manufacturing activities (e.g. assembling or processing of  
   goods) if sufficient export. 
 
� Tanzania:  50% investment allowance, balance deductible in subsequent 

  years according to depreciation. 
   No tax holidays in Free Trade Zones 
 
� Turkey:  Capital allowances:  

   -40%/60%/100% depending on the region 
   -100% for very specific investments throughout Turkey 
   10 year tax holidays in Export Processing Zones (EPZ’s). 
Source: Ernst & Young / PricewaterhouseCoopers / Various local sources 
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6. Financing and Discount Rate 
It is assumed that 100% of the investment cost is financed by own company means. 
The return on dividend is assumed to be 10% for all 3 investment profiles. In this respect 
no difference has been made between the countries. Therefore the risk factor has been 
ignored when calculating the profitability indices. 
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Annex 6 : Supporting data for qualitative analysis 
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Annex 7 : Sources 
 
 
Airports Council International 
Belgian Ministry of Finance 
Belgian Ministry of Foreign Affairs, Ducroire 
Dun & Bradstreet, Exporters' Encyclopedia 2002 
Economist Intelligence Unit (EIU) 
Ernst & Young, Worldwide Corporate Tax Guide 2003  
Hapas Lloyd 
Heritage Foundation, Economic Freedom 
IBM-PLI internal databases 
International Telecommunication Union 
Mercer, Quality of Life Survey 2003 
Official Airline Guide (OAG) 
PricewaterhouseCoopers,  Corporate Taxes 2000-2001 Worldwide Summary 
Saf Maersk 
Transparency International, Corruption index 
UNIDO, several sources 
Union Bank of Switzerland, Prices and Earnings around the World 2003 
United Nations Yearbook 2000 Commodity Statistics 
United Nations, Human Development Report 2003 
United Nations, World Investment Report 2003 
United Nations, Yearbook 46 issue 
WEPZA, International Directory of Export Processing Zones & Free Trade Zones 
World Bank Group, Doing Business/Labor Regulations Indicators 
World Bank, World Development Indicators 2003 
World Economic Forum, The Africa Competitiveness Report 1999 
World Economic Forum, The Global Competitiveness Report 2002 
www : Several websites of countries under analysis (IPAs, FTZs, Industry 
associations, etc) 
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