TANZANIA INVESTMENT PROMOTION TRIP TO TURKEY

NOTES FOR DR GAZANFER
“FIVE GOOD REASONS TO MANUFACTURE TEXTILES & APPAREL IN TANZANIA”
duty & quota free access to millions of consumers throughout the world
easy access to cotton lint grown in Tanzania

competitive investment incentives
fair labour standards
one of Africa’s most politically stable countries
----------------------------------------------------------------------------------------------
market access
Because of Tanzania’s categorisation as a Least Developed Country (LDC) – its cotton, textile and apparel products enjoy unparalleled access to almost all of the world’s most important markets. Textile and apparel manufacturers located in Tanzania have duty and quota free access to over one billion consumers – many of whom are located in the world’s richest markets.  In this regard its textiles and apparel:

-
have duty free access to South Africa – one of Africa’s richest economies

-
have duty and virtually quota free access to the United States (in terms of AGOA) and the 27 member states of the European Union (in terms of the recently initialed Economic Partnership Agreement (EPA)).  Importantly both the EU and the US allow apparel made in Tanzania to enter their borders free of customs duties even if they are made with fabrics sourced from anywhere in the world.

access to cotton lint
Tanzania is one of sub-Saharan Africa’s largest producers of cotton lint (in the last four years it produced an average of 84 000 tons of conventional cotton lint a year).  In any typical growing season more than 80% of this crop is exported – meaning that there are still significant opportunities for purchasing Tanzania grown cotton and transforming it into yarns and fabrics in Tanzania.  The country is also one of Africa’s largest producers of organic lint – and the area under conventional production is continuing to expand.

a competitive package of investment incentives

A rewarding package of industrial incentives is offered to investors who set up in the country’s various export processing zones.  Key features of the fiscal incentive package are:

· an exemption from payment of:

-
corporate tax, withholding tax on rent, dividends & interest for initial period of 10 years

-
all taxes/levies imposed by local government authorities on products produced in an EPZ for 10 years

-
exemption from 50% of the training levy for investors who train local employees
· a remission of customs duty, VAT and any other tax (including excise taxes) charged on raw materials/goods of capital nature related to production in EPZ

· the exemption from VAT on utility and wharfage charges

But the benefits do not stop here. Tanzania offers a range of non-fiscal benefits, including:

· the easy transferability of net profits, dividends, loan installments to the destination of your choice

· an entitlement to an initial automatic immigrant quota of up to 5 persons during start-up; provision of business visa at the point of entry of key management and technical staff

fair labour standards
Tanzania is not a third-world sweatshop.  Global apparel brands and fashion retailers will feel very comfortable in buying apparel made in Tanzania as the country’s labour laws enshrine all of the International Labour Organisation’s (ILO) core labour standards relating to freedom of association, non-discrimination, and prohibitions on forced and child labour. The basic minimum wage for textile and garment workers is about US$0.32 per hour (for a 45 hour week)
political & economic stability

The political and economic reforms that were introduced in the mid-1980s saw the creation in Tanzania of a vibrant multi-party democracy; and a dynamic and evolving free market economy.  Unlike many other countries military coups and out-breaks of widespread rebellion are unknown.   Measures taken to liberalise the Tanzanian economy along free market lines that encourages foreign and domestic private sector investment have born rich fruits. 

----------------------------------------------------------------------------------------------

TANZANIA IS LOOKING FOR
1. GREENFIELD INVESTMENTS

Firms that may be interested in transforming Tanzania grown cotton into value add products. In this regards
· yarns  & (knit / woven) fabrics using Tanzania cotton
· but there are also significant opportunities to make garments in Tanzania for export free of customs duties and quotas into the US and the EU.  These can be made with fabrics and garment trims sourced anywhere in the world.
Essential Characteristics of Tanzania Cotton

Tanzania cotton is sold on basis of “grade”, together with the corresponding staple length known as “type”.

· basic selling grade is “Gany” as adopted by the International Cotton Association (ICA)

· there are seven grades out of which five are physical and two are descriptive: 

	Tanzania Grade
	Universal Grades
	% of Total Tanzania Crop
	Remarks

	
	
	
	

	Tang
	Good middling
	1.4
	Physical

	Gany + ½
	Strict middling
	41.63
	Physical

	Gany
	Middling
	39.73
	Physical (basis)

	Gany - ¼
	Strict low middling
	13.81
	Descriptive

	Gany - ½
	Low middling
	1.80
	Physical

	Gany - ¾
	Strict good ordinary
	0.40
	Descriptive

	Yika
	Good ordinary
	0.32
	Physical

	Under-grade (UG)
	Below-grade (BG)
	0.91
	No grade


· there are three types of Tanzania cotton:

	Type
	Millimetre
	Code
	% of Total Tanzania Crop

	
	
	
	

	Type 1 - staple length 1 1/8"
	28.2 - 28.7
	36
	36.17

	Type 2 - staple length 1 3/32"
	27.4 - 27.9
	35
	50.56

	Type 3 - staple length 1 1/16"
	26.7 - 27.2
	34
	13.27


Tanzania Cotton 

within the medium staple length range of between 1 1/16” and 1⅛”

is handpicked and over 82% grade is middling and above

more than 50% is roller ginned with low NEP and short fibre content

over 95% is within the prime micronaire range of 3.5 - 4.9

high uniformity ration of 81-85% which is ideal for high speed spinning technology

fibre strength ranges between 25 and 29 gms / tex which is ideal for high speed spinning technology
2. JOINT VENTURE PARTNERSHIPS / BUYERS SOUGHT
2.1. Kilimanjaro Blanket Corporation (KBC)
Production
: 
Makes blankets with imported acrylic yarns.  Sells product mainly into the Tanzania market place (including to government agencies); but there are regional opportunities for selling blankets

Requires

: 
JV partners; or will entertain offers to buy manufacturing operation.
2.2. Uzibora

Production
: 
Dyes imported yarns which are sold as sewing threads; also has significant capacity to dye cotton yarns and mercerize these yarns.  All products are currently sold in Tanzania market; but regional marketing opportunities exist.  Possibility for any investor to introduce fabric knitting machines and produce stripped fabrics (yarn dye; mercerized) which could be made into high end value-add golf shirts
Requires

: 
JV partners; or will entertain offers to buy entire plant.
2.3. New Tabora Textiles Tanzania Limited

Production
: 
cotton yarns which are sold in Tanzania; some countries neighbouring Tanzania; and into export markets such as Turkey, South Africa, and some European countries.


Requires
: 
JV partner; or will entertain offers to buy entire plant.
2.4. New Musoma Textiles 

Production
: 
Formally a fully integrated textile manufacturer (cotton spinning; weaving; dye & finishes fabrics to make traditional clothes worn by women) located in the heart of a major Tanzania cotton growing area most of its products were sold in Tanzania and neighbouring countries. Rehabilitated plant could continue previous production; and/or could make yarns and fabrics for export.
Requires

:

JV partner.

2.5. Mbeya & Mwanza Textiles

Production
: 
A large vertically integrated textile manufacturer (cotton spinning; weaving; dye & finishes fabrics to make traditional clothes worn by women).  Existing refurbished machinery could make fabrics that could be used by apparel industry
Requires

: 
JV partner; or someone who will take over portions of the plant (these are big facilities with loads of spare building.
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