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Abstract

This brief analyzes 35 years of Chinese

special economic zone (SEZ) development,

identifies Chinese SEZs’ success factors

and challenges, and provides recommen da -

tions to Africa for successful implementation

of SEZs. The impact of Chinese SEZs on

national development has been impressive.

Its insightful application was a critical factor

for triggering a period of quick industrializ -

ation, which in turn enabled China’s recent

success history of economic transformation.

SEZs acted as experimental laboratories for

testing new approaches towards enabling

economic transformation – including export

oriented products and foreign and joint

venture partnerships. 

The brief proposes options for Africa to

capitalize on China SEZs’ lessons. Identified

factors and lessons that are applicable to

Africa include: the need that SEZs

development has to be integrated into an

overall economic reform agenda, the central

role of the Government’s commitment to

reform, the adequate selection of location

and SEZ size, the need for an open policy

environment as well the selection of an

appropriate development model and the

availability of quality infrastructure, and

efficient financing mechanisms to ensure an

open and competitive market economy. 

1 | Introduction

Over the past decade, Africa has recorded

impressive growth rates; however, growth

has not been transformative nor inclusive

enough to provide a widespread benefit for

Africans. China, over the past few decades,

has also experienced quick growth; yet

structural transformation did occur to some

extent. China could therefore provide a

useful benchmark for Africa, particularly on

rapid industrialization. One of the ways in

which China leveraged its period of growth

and industrialization was through the

applica tion of special economic zones

(SEZs). 

SEZs have first been developed in Ireland in

1959 but its perceived successful

application in China, most notably in the

area of Shenzhen, in 1979 set the stage for

a basic SEZ policy model guiding

subsequent SEZs implementation across

1 This brief is based on a SEZs report that was financed by the bilateral China Trust Fund. It was prepared for
the Bank by Yitao Tao, Yiming Yuan and Meng Li all from the Center for SEZ Research, Shenzhen University
of China. This brief has been edited by Kapil Kapoor and Carlos Mollinedo both from the African Development
Bank.
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the world (Aggarwal, 2004; Brautigam, 2011; Chen and de’

Medici, 2009, Zeng, 2010; Sawkut et al., 2009). This perceived

SEZ role in China’s rapid economic growth in the 1990s and

2000s (Wong and Chu, 1984) and in generating exports

revenues, technological and skills spillovers, employment

creation and economic linkages (Johansson and Nilsson, 1997;

Jones and Marjit, 1995), much appreciated by the developing

countries, have convinced many policy-makers to replicate the

model to develop their domestic economy (Gupta et al., 2010).

China’s SEZs perceived success story has also attracted Africa’s

attention and its model has also inspired many African countries,

including Egypt, Ethiopia, Mauritius, Nigeria and Zambia. 

The objective of this brief is to analyze China’s experience with

SEZ development with the purpose of identifying factors and

sharing lessons that could be applicable to African SEZs. Based

on the Chinese experience, it also illustrates how SEZs can

make a significant contribution to economic growth, job

creation, diversification and industrialization. The brief is

organized as follows: Section 2 presents background and key

literature review on SEZs. Section 3 focuses on the African SEZ.

Section 4 analyses the Chinese SEZs model, with particular

attention to its success factors, challenges and development

implications. Section 5 provides some lessons for the African

SEZs based on the Chinese model. Section 6 summarizes the

recommendations and options for the African SEZs model.

Section 7 concludes. 

2 | SEZs Background and Literature Review

The term, “Special Economic Zones” (SEZs) refers to free trade

zones, free ports, export processing zones, industrial parks, and

economic cooperative zones (see Annex 1 for a comprehensive

list of most common types). They are designated areas where

economic regulations are different from those of the rest of the

country with the purpose to increase trade and investment,

promote job creation, and ensure effective administration

(Investopedia, online). Generally, SEZs’ economic policies are

designed to encourage foreign direct investment, promote

technology transfer and provide benefits such as tax incentives,

lower tariffs, and lower income tax requirements. 

As of most recent data available, around 3,000 SEZs operate in

more than 130 countries, mainly in the developing world, that

they have created 70 million jobs and raised USD 500 billion

annually in direct trade-related value addition (Cheesman, 2012).

These zones have become an increasingly important element of

world trade, contributing further to world capital movement and

shipping expansion (FIAS, 2008).

Economic activities in SEZs are primarily driven by market forces

and have the following characteristics (FIAS 2008 and NPC

2000, Regulations on SEZs): products are primarily export-

oriented, construction relies on attracting and utilizing foreign

capital, joint ventures with foreign capital, partnerships, and

wholly foreign-owned enterprises are the primary forms of

companies and government-led infrastructure development is

sufficiently advanced. SEZs are typically established with the goal

of achieving one or more of the following four policy objectives

(FIAS 2008): (i) attract foreign direct investment; (ii) serve as a

“pressure valve” to alleviate large-scale unemployment; (iii)

support a wider economic reform strategy; and; (iv) act as an

experimental laboratory for the application of new policies and

approaches.

SEZs have been perceived as potential agents of domestic

structural change since they provide an access to new markets,

attract FDI by establishing a favorable environment climate

thereby creating employment in the waged sector, promote

exports and increase foreign exchange earnings while

experimenting gradual liberalization (Cheesman, 2012; FIAS,

2008; Johansson and Nilsson, 1997). Economists have also

been discussing the extent to which SEZs are able to stimulate

the domestic economy through the development of backward

and forward linkages as well as skills and technology transfer

resulting in human upgrading and industrial spillover (Johansson

and Nilsson, 1997; Litwack and Qian, 1997; O’ Flaherty, 2008;

Din, 1994). 

In contrast, the literature has extensively pointed out that SEZs

have had mitigated results on domestic economies, arguing that

their implementation was mostly driven by political economy

considerations and did not sufficiently take into considerations

the technical factors related to the economic reality of the hosting

region or country (Brautigam and Xiaoyang, 2011; Farole, 2010;

FIAS, 2008, Aggarwal, 2004). Aggarwal (2004) has shown the

limitations of catalytic effects of SEZs on domestic economies,

pertaining to insufficient linkage development, technology transfer

and human capital upgrading. SEZs’ economical and physical

isolation from the rest of the national economy as well as the

concentration of FDIs in low-skill sectors, hamper SEZs’

stimulation of domestic economy. Rolfe et al. (2004) argue that

FDI are also likely to find better locations and abandon the SEZ

once tax holidays grace periods have expired. Warr (1983)’s

cost-benefit analysis of SEZs in Indonesia, Korea, Malaysia and

the Philippines shows that negative effects, including foregone

tax revenue, social and environmental costs, outweigh economic

benefits deriving from FDIs and export generation, although the

author does not well capture the catalytic effects on the domestic

economy (Cheesman, 2012). Indian SEZs experienced poor
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performance and stagnated essentially given that they had a

weak business environment as well as restrictive domestic

policies, infrastructure gaps and poor linkages with the local

economy (Cheesman, 2012). 

3 | The African SEZs 

Liberia, Mauritius, Senegal and Egypt were the first African

countries to launch SEZs (Table 1). Although they started the

process in the 1970s, SEZs only became operational in the

1990s-2000s. Many of the African SEZs focus on textile and

agro-processing industries (UNDP and International Poverty

Reduction Center in China, 2015). 

Mauritius’ SEZ policy has proved to be a successful

development tool for the country (Sawkut et al., 2009). SEZs

contributed to structural transformation of its economy. The

government was very much engaged in SEZ development,

especially with regards to attracting foreign capital and

enabling a conducive business environment. It first introduced

import substitution and subsequently turned to export-led

growth driven by SEZs, tourism and agriculture (UNDP and

International Poverty Reduction Center in China, 2015).

According to Baissac (2011), the success of Mauritian SEZs

is partly due to appropriate government policy-making, the

use of preferential trade agreement, enhanced

competitiveness and specialization. Unemployment

decreased from 23 percent in 1979 to 2 percent in 1990s

while exports increased both in terms of quantity and diversity

of items exported (Aggarwal, 2004). The Mauritian case

differed from standard SEZ model in the sense that it was

nationwide and there were thus no specific zone location for

foreign capital to access SEZ benefits. The success of this

SEZ model is therefore largely determined by the country’s

particular insular geography and limited superficies (Sawkut

et al., 2009).

Ethiopia is another example of successful SEZs implementation;

It started very recently, in 2007. As of to date, SEZs is an

essential part of the industrialization process of the country, with

targeted annual investments of USD 1 billion into SEZ

developments in the next decade (Bloomberg, 2015). The

government is very much engaged in this process, having

engaged with different partners including China, Turkey and the

World Bank for financial and technical support, while

Table 1 Overview of SEZs in Africa by Decade of Launching

Source: FIAS (2008) and Zeng (2015).

Agro-processing Textiles Apparel Services Mining, 
Oil & Gas 

Other

1970s Liberia X X x

Mauritius x X

Senegal X X x

Egypt X x

1980s Djibouti X X x

Togo X X x

1990s Algeria X x

Cameroon X x

Ghana X x X x

Kenya X X

Madagascar X X

Malawi x X X

Morocco X X x

Mozambique x

Namibia X X x

Nigeria x X X

Seychelles X x X

Tunisia X X x

Zimbabwe X X x x

Burundi, Cape Vert, Equatorial Guinea, Rwanda, Soudan and Uganda.

2000s Botswana, Democratic Republic of Congo, Eritrea, Ethiopia Gabon, Gambia, Mali, Mauritania, South Africa, 
Tanzania and Zambia. 



simultaneously strengthening the business and legal

environment as well as developing linkages between firms

inside the SEZs and the local economy (UNDP and International

Poverty Reduction Center in China, 2015). Ethiopian SEZs

focus on the development an industrial park for textiles, with

two of its SEZs starting to be particularly dynamic, namely the

Eastern industrial Zone and the Bole Lemi Industrial Zone. With

regards to the Bole Lemi Industrial Zone, it is currently hosting

twelve international textile-related companies and has created

so far around 3,000 jobs, with the first phase of its development

being completed and the second phase for further expansion

under way (UNDP and International Poverty Reduction Center

in China, 2015).

However, by and large SEZs in Africa registered a poor

performance compared to the rest of the world, both in terms of

employment creation and exports (Figure 1). In a comparative

study conducted in Ghana, Kenya, Lesotho, Nigeria, Senegal

and Tanzania as well as in the Dominican Republic, Honduras,

Vietnam and Bangladesh, Farole (2011) points out that only

Mauritius, Kenya, Madagascar and Ghana are performing

relatively well compared to the other regions in the World.
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Figure 1 A comparison of SEZs’ exports and level of employment creation by region

Source: FIAS (2008), and China Statistics Yearbook (2013).



Farole (2011) argues that the overall weak performance in African

SEZs is partly due to the poor investment environment within the

zone (including lack of infrastructure, cumbersome trade

facilitation systems, land tenure and registration), pointing out for

example that the downtime due to power shortages is only

reduced by 54 percent on average in African SEZs from the rest

of the country in which the zone is located, compared to an

average of 92 percent in non-African SEZs. In the same vein, the

author also shows that the average time for custom clearance is

almost the same in African SEZs and in the country in which the

SEZ is operating (Table 2) except in Nigeria. The process takes

even more time within the zone in some African countries, such

as in Lesotho as well as in Tanzania. By contrast, this time is

significantly reduced in non-African SEZs compared to the time

custom clearance takes in the rest of the country in which the

SEZ is located (such as in Bangladesh, Dominican Republic,

Honduras and Vietnam). According to Zeng (2012) and Auty

(2011), the low performance of African SEZs is not only related

to the difficult business environment, but also to the poor legal,

regulatory and institutional framework, the lack of strategic

planning and instead strong politically-driven approach as well

as the huge infrastructure deficit and skill gaps in terms of zone

management and operations. Stein (2008) also points out the

poor forward and backward linkages between firms within the

African SEZ and the local economy outside the zone.

4 | The China SEZs: Stylized facts, Success Factors,
Challenges and Achievements

The standard model of SEZs developed in China are

government-run export enclaves offering taxation, logistical and

infrastructure incentives to enterprises, most of which are

essentially focusing on light manufacturing and shipping. Since

the late 1970s, the Chinese government has carried out an

economic restructuring focused on the formulation and

implementation of reforms to open China to the outside world.

The central government decided to establish the first four SEZs

(in the 1980s) to act as experimental laboratories for designing

and testing new policies and approaches to reduce poverty and

grow the economy. These SEZs, located in South East China,

were tasked with attracting foreign capital and introducing

technology. South East China’s initial success with SEZs was

replicated in other parts of China and has played a key role in

China’s overall economic development. Various types of SEZs

have since been established in 14 coastal cities and they have

contributed to the ‘opening’ of the Chinese economy. Table 3

provides basic information including location and development

trends on selected major SEZs in China.
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Source: Five Chinese SEZ’s Statistics Yearbook (2015).

Table 2 Average time for Import Custom Clearance
in Selected Developing Countries (days)

Note: 1/ Data as of 2010, source SEZ Center, Shenzhen University of China. 
Source: Farole (2011).

SEZs Rest of the Country

Ghana 9 7

Kenya 8 12

Nigeria 4 13

Lesotho 11 4

Senegal 6 9

Tanzania 19 14

Memo item: 

China 1/ 1.99 2.5

Bangladesh 10 3

Dominican Republic 12 4

Honduras 10 4

Vietnam 11 2

Table 3 Basic data and trends on selected major SEZs in China

Shenzhen Zhuhai Xiamen Shantou Hainan

Location Guangdong 
province

Guangdong 
province

Fujian Province Guangdong 
province

Hainan Province

Geographic
area(sq.km)

1980 327.50 6.81 2.50 1.67 35354.00

2014 1996.78 1724.32 1573.16 2198.74 35354.00

Population(ten
thousand）

1980 33.29 36.29 93.43 297.34 626.85

2014 1077.89 161.42 381.00 552.37 903.48

GDP per
capita(USD)

1980 557.00 480.00 457.00 244.00 814.00

2014 24596.00 19173.00 14136.00 5133.00 6404.00

Employment(ten
thousand)

1980 14.89 19.93 48.24 133.58 292.15

2014 899.66 108.79 285.61 238.26 543.10
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The SEZs listed in Annex 1 are common among the Chinese

SEZs, but not what makes them unique. Chinese SEZs expand

across an entire city or province, while typical SEZs only span

part of a city, making the latter’s policies hard to replicate at the

country or regional level. China has seven of this type of SEZ,

which are sometimes referred to as the “4+2+1” SEZs. The “4”

SEZs, Shenzhen, Zhuhai, Xiamen, and Shantou, were

authorized in 1980; the “2”, in the Hainan province and the

Shanghai Pudong New Area, were authorized in 1990; and the

“1” in the Tianjin Binhai New Area, was authorized in 2006. In

addition to these seven, thousands of SEZs like those listed in

Annex 1, exist in China. Chinese SEZs provided pilot areas for

prospective widespread economic system reforms, and the

central government granted SEZs a high degree of autonomy

in implementing these economic policies. Chinese SEZs

pioneered the concept of an open economy in China and

helped accelerate the transformation to a market economy, as

they served as “test grounds” for the application of new

policies and approaches. China’s SEZs accounted in the early

1980s for around 60 percent of the country’s FDI and 5

percent of its Gross Domestic Product (GDP) while contributing

to the country’s improvement of its industrial sector as well as

of the standards of living of the Chinese population (Zeng,

2010). 

The following factors contributed to the success of the Chinese

SEZs model: 

1. SEZs’ comparatively open policy environment: This

has been the most important factor behind their success,

as local governments were able to address emerging

challenges with flexibility. The special economic policies

concessions made by the central government are

summarized in Annex 22. 

2. Availability of quality infrastructure: particularly a

harbor, airport, roads, telecommunication networks, and

utilities. Infrastructure is not only a basic need for all

economic activities, it is also an important component of

the investment environment. In fact, the SEZs originally

focused on urban infrastructure construction; through

2014, China’s total investment in infrastructure was nearly

220.93 billion Yuan3. Currently, SEZs have the best

investment climate in China. 

3. Adequate SEZs’ financing environment: Financing was

plentiful and easily available, efficiently allocated, and the

market was relatively open and competitive. To build this

environment for the SEZ, Shenzhen set up the first foreign

exchange adjustment center, China Merchants Bank.

Shenzhen has also a very active venture capital market

and is the headquarters for the Shenzhen Stock

Exchange and the Shenzhen Small and Medium Sized

Enterprise Guarantee Center. Foreign banks and other

types of financial institutions were also allowed into the

SEZ. The result of these initiatives has been greater

availability and more flexible financing services to all types

of enterprises. 

4. The efficiency of local governments, which were able

to continuously reform and upgrade their administrative

capacities based on the needs of the SEZ, also helped to

create a competitive business environment within the

SEZ. 

5. The diverse nature of Shenzhen’s population:

Shenzhen is home to a large, diverse immigrant popu -

lation. Diverse populations foster innovative thinking since

they can combine their various and unique experiences,

backgrounds, and ideas. 

6. Advantageous geographical locations in Shenzhen,

Zhuhai, Shantou, Xiamen, and Hainan: Shenzhen's bid

to upgrade its industrial structure and competitiveness

largely benefitted from its close proximity to Hong Kong.

Hong Kong is an international center for finance, trade,

transportation, and travel and its proximity to Shenzhen

makes it easy for Shenzhen to attract foreign investment

and develop links with the rest of the world. In fact, many

of the investments made in Shenzhen came from Hong

Kong. 

The implementation of the Shenzhen SEZs was so successful

that the expression ‘Shenzhen speed’ was coined. The average

annual growth rate reached nearly 40% in the 1980s, 23% in the

1990s, and 14% thereafter4. Within the SEZs, the standard of

living, measured in GDP per capita, increased consistently (Figure

2). In Shenzhen, the GDP per capita was USD 412 in 1979 and

USD 22,112 in 2013.

In terms of foreign investment, SEZs improved and extended the

scale, quality, and channel of attracting investments through

favorable policies and locations. For example, Shenzhen’s foreign

direct investment in 1979 was USD 5.48 million and increased to

USD 5.292 billion in 20125.

2 Regulations on Special Economic Zones in Guangdong Province. http://www.npc.gov.cn/wxzl/gongbao/2000-12/10/content_5009544.htm
3 35.98 billion USD.
4 Calculated according to the data of Shenzhen Statistics Yearbook (last available year).
5 Shenzhen Statistics Yearbook (last available year).
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SEZs have internalized the experience and technologies that were

used for economic development across the country and developed

economic relations with foreign countries. Local Governments

within the SEZs have been very supportive of policies that allow for

SEZs to actively take part in the international economic competition

and cooperation, and enable the introduction of foreign investment,

advanced technologies, and management experience.

Consequently, the operating environment in the SEZs has improved

significantly and is on par with international practices. Among the

five SEZs, Shenzhen is the city with the most open, export-oriented

economy. As shown in Figure 3, Shenzhen’s total exports and

imports reached USD 537.359 billion in 2013, an increase of 15.1%

over the previous year, and its total export volume has been the

highest among inland cities for twenty-one successive years. GDP

per capita growth in each of the SEZs has contributed to

nationwide increases as well (Figure 4).

Figure 2 Average Growth of Five Chinese SEZs, 1980-2014 (in percent)

Source: Shenzhen Statistics Yearbook(year 2015) and China Statistics Yearbook(year 2015).

Figure 3 Shenzhen's Trade Statistics 

Shenzhen's Total Exports and Imports
(in 10,000 USD)

Percentage of Shenzhen Exports
(Guangdong and China exports)
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Figure 4 China's GDP Per Capita, 1980-2014 (Yuan/capita)

Source: Five Chinese SEZs’s Statistics Yearbook(year 2015).

During the initial years, Chinese SEZs were confronted with a

number of other challenges. For example, there was an influx of

durable goods that entered the country both legally and illegally,

threatening local industries and causing foreign exchange

shortages and increased inflation. There was also a significant

population of non-local workers that came to develop the SEZ.

The mix of workers from different backgrounds provided positive

benefits as previously discussed, but in the early stages there

were conflicts between local and non-local workers. In response,

the government put in place many local administration laws and

regulations to guarantee the interests of all parties, establishing

a system to mitigate conflicts. 

In addition, at first China only succeeded to establish non-

integrated export processing zones (EPZs) and, as the economic

transformation expanded, these EPZs merely attracted foreign

investment in a particular area and thus started to constrain the

development of other SEZs, thereby creating conflicts between

foreign investors and local labor. The Chinese government began

to realize the limitations of non-integrated EPZs model, and

moved towards a comprehensive and integrated SEZ. This is an

important consideration; if SEZs are isolated from the local

government and local economy, success will be difficult to attain. 

The SEZs in China have also attracted various levels of foreign

investment showing the vulnerability of such model to the quality

of the surrounding investment environment as well as

transportation condition for exports and imports. Table 4 shows

the patterns for FDI across different regions in China.

The total amount of foreign capital utilized by the Shenzhen SEZ

is much larger than that of the other SEZs (Table 1). By the end

of 2013, Shenzhen had utilized USD 76.1 billion in foreign capital,

70% of which came from Hong Kong and Macao. From 1980 to

2013, Shenzhen’s average growth rate was about 25% per

annum and the number of foreign-invested enterprises with

industrial and commercial registration was over 30,000. In

contrast, the Zhuhai SEZ had approved 11,750 FDI projects with

USD 32.8 billion in foreign investments, of which USD 19.3 billion

was FDI. Furthermore, prior to 2010, foreign investment

increased annually, but after the subprime crisis and China’s

structural adjustment, foreign investment has been on the

decline. Hence, the five SEZs have had to develop their economy

based on domestic capital.

The Chinese SEZs success should also be treated cautiously to

the extent that these SEZs were part of a broad Chinese

liberalization strategy and only consisted of a fraction of the

reforms. Indeed, the most successful Chinese SEZs were those

that were established and operated as a part of a national

economic development reform strategy, and not as a “one off”

venture. Acknowledging this, Nishateno (1983) argues that the

perceived contribution of the SEZs to China’s economic

development has been outsized. In this context, Farole (2010) and

Rodrik (2008) argue that SEZs are second-best measures

compared to national free market practices and that they should

be part of a broader open-market reforms’ agenda to be truly

successful, building on the Chinese staged liberalization approach. 
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Furthermore, Chinese governing bodies both at the national and

sub-regional level involved in the implementation of China’s SEZs

through the provision of quality infrastructure and efficient

administration incurred significant costs (Wong and Chu, 1984),

not mentioning workers’ rights and lack of environmental

protection issues (Cheesman, 2012). In the same vein, the

Mauritian SEZ model was also largely criticized for its abuse of

workers’ rights and environmental degradation (Sawkut et al.,

2009; Ramtohul, 2011).

5 | Lessons for Africa’s SEZs

Experience from other regions – including the Chinese model –

may not be replicable, and they must be willing to make

adjustments and tailor the plan to their geographic, political, and

economic situation. With this in mind, China’s experience

provides the following four main lessons for Africa:

1. African SEZs should be integrated into an overall

trade and economic reform agenda so that they are

set up for success. The first five SEZs in China:

Shenzhen, Zhuhai, Xiamen, Shantou, and Hainan, were a

catalyst for economic liberalization and promoted

economic development at the national level. In these

large-scale, city-wide SEZs, reforms not only included

economic development, but also culture change,

education, and technology transfer. For example, the SEZ

in Shenzhen was built in 1980, and three years later, the

central government built a university nearby. Large-scale

SEZs can also gather resources, such as human capital,

natural resources, and investments. Although a few

smaller-sized SEZs have emerged across China, large-

scale SEZs have contributed the most to national

economic reform. Their success has prompted other

regions in China to do the same. Therefore, the most

important lesson that Africa can learn from the Chinese

experience is to build large-scale SEZs that serve multiple

functions and a national mission. 

2. African governments should carefully consider

factors such as proximity to ports and other

infrastructure when selecting a location. All of the four

initial Chinese SEZs are close to major ports and other

developed regions. SEZs should keep in mind the intra-

industry product cycle that starts from the import of

goods, moving to production combined with imports, and

finally to the export of goods (Lin, 2011). The African

economy is in the first or second stage, and will move to

the third stage in the future; hence, there is a need for a

focus on facilitating imports and exports. Therefore, it is

crucial to locate SEZs within or adjacent to major ports,

which will facilitate transportation and reduce import and

export costs. 

3. African SEZs must strike the right balance between

government intervention and freedom. Too much

interference from the government may diminish the

opportunity to experiment and innovate. The initial four

SEZs in China are distanced both geographically and

politically from Beijing, where the national government is

located. Since Shenzhen was a fishing village prior to the

SEZ, this meant that there was very little intervention from

the local government during the development of the

Shenzhen SEZ. We believe that if Shanghai, Xian, Wuhan,

or other cities with concentrated government power were

selected to build SEZs, they might have failed in China.

African governments should encourage the private sector

to manage the SEZs because they have more of an

incentive and drive to innovate. However, the need for

some framework of rules to protect the people and

environment within the SEZ must also be kept in mind.

Source: SEZ Research Center, Shenzhen University of China (2015)

6 (a) The statistical data for the Shenzhen, Zhuhai, Shantou, and Xiamen SEZs are the actual amounts of absorbing foreign investments (FDI + other foreign
investments); the statistical data for Hainan SEZ is the FDI actual amount. 
(b) The period for statistical data of Xiamen SEZ is 1983-2013; relevant data during 1980-1982 were not found.

Table 4 Foreign Investment in China's Five SEZs (in USD 10,000s)6

Time
Region

1980
(Year 1)

1981-1985
(6th5-Year

Plan)

1986-1990
(7th5-Year

Plan)

1991-1995
(8th5-Year

Plan)

1995-2000
(9th5-Year

Plan)

2001-2005
(10th5-Year

Plan)

2006-2010
(11th5-Year

Plan)

2011-2013
(Current 5-
year plan)

1980-2013
Total

Shen Zhen 3264 73446 165828 442571 1099156 1965683 2304793 1556118 7610859

Zhuhai 1575 28003 27448 183272 360994 368620 565736 497018 2032666

Shan Tou 490 5360 31092 254954 366848 72742 97880 62436 891802

Xia Men - 12166 38195 418431 648351 349971 729637 517627 2714378

Hai nan 10 3641 36149 360492 313338 288675 560235 497478 2060018
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The government can support the SEZs in terms of tax

reduction, human resources, and knowledge provision,

but never directly manage the operations of the SEZs.

The combination of a private sector-led and government-

supported initiative contributes to the fast and sustainable

development of SEZs that will have spillover effects on

the rest of the economy. 

4. Local governments in Africa should create an

environment that is supportive to both local and

international workers and allows for collaboration.

After the first five SEZs were established in China, a large

number of workers moved to SEZs from other areas.

These workers brought with them new cultures,

technologies, skills, and experiences, all of which were

essential to the development and success of the SEZs.

However, the arrival of outsiders also created tensions

between the local workers and the international workers.

These tensions must be adequately mitigated by making

sure that local and international workers have the same

opportunities available to them and that they benefit from

decent working conditions. 

6 | Recommendations

Building on the Chinese experience, African governments

establishing SEZs should therefore consider the following four key

principles: comprehensive government facilitation; people

orientation; sustainable development; and be private sector-led

controllable, take innovative and be progressive (see Annex 3). To

carefully monitor implementation, the Chinese SEZs utilize a

process based on ISO 14001:2015 operational control principles,

which provides a solid methodology for the govern ment to assess,

analyze, and identify challenges while establish ing or updating

regulations and policies. The process is outlined in Annex 4.

Depending on the current economic and political situation in the

region, as well as the purpose for the SEZ, African SEZs are to be

developed in phases, rather than all at once. The phases

presented in Annex 5 describe some of the characteristics of and

recommendations for each phase including responsibilities.

The Chinese experience can provide useful suggestions and

recommendations for African economies, including: 

• To push forward reforms and market oriented policies, it

is necessary to have the commitment and decision-

making power of a central government. For African

countries, the governments must also be committed to

having in the medium term an open economy connected

with the global markets. 

• Location and size of the SEZ is one of the most important

factors for success: Shenzhen’s close proximity to Hong

Kong was key to its ability to attract investors and

industries. African countries that are near the sea have

the most advantageous locations, as that can facilitate

trade. Northern Africa’s proximity to Europe, connected

by the Mediterranean could be advantageous and allow

Africa to develop and strengthen its trade relationship

with Europe. Also, SEZs should start out small and then

grow as their capacity for investment and activity

increases. 

• Quality infrastructure is a requirement for SEZ

development: All of China's five SEZs began with

relatively sophisticated water, electricity, transportation,

and telecommunications infrastructure, which created a

suitable business environment for foreign investment and

laid a foundation for the development of SEZs. Years later,

the areas around the five SEZs have become some of the

most attractive for foreign investment. However, African

countries suffer from a lack of quality infrastructure and

reliable electricity and water sources. Not only does this

impede foreign investment and increase the costs of

trade, but it also affects the quality of life of residents. 

• Select an appropriate Development Model: The

Shenzhen SEZ started as a "three-processing and one

compensation" model, which was determined by its

relative advantages in production, such as an inexpensive

labor force, plentiful land, and a lack of financing,

technology, and management experience. Hong Kong,

on the other hand, was in the middle of an industrial

upgrade and structural adjustment, which led to the shift

of labor-intensive processing industries, along with

capital, technology, and management experience, to

nearby Shenzhen. Shenzhen was able to capitalize on

Hong Kong’s transition away from labor-intensive

manufacturing. African countries must find its own SEZ

development model. Similar to Shenzhen, many Based

on Shenzhen lessons African countries have rapidly

growing populations that can serve as a labor force, but

lack sufficient capital, technology, education, and

management experience. The move towards industri -

alization can provide opportunities for employment,

training, and development of the population. 

7 | Conclusion

Summing up, in China, SEZs have become an effective

mechanism to drive development and spread prosperity. The

brief has analyzed the Chinese SEZ development, with the



AEB Volume 7 Issue 6 2016 | Chief Economist Complex |   11

purpose of identifying factors and sharing lessons that could be

applied to Africa, which include: the need for an open policy

environment, the availability of quality infrastructure and a

capable financial system. The brief has explored the challenges

and opportunities related to the operationalization of SEZs,

including lessons learned and recommendations for the African

context. Going forward further research is needed focusing on

specific African SEZs experiences and exploring the role

Multilateral Developments Banks, such as the African

Development Bank. 
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Annex 1: Common types of Special Economic Zones

• Free trade zones (FTZs), also known as commercial free zones and free commercial zones): Small, fenced-in, duty-free areas
offering warehousing, storage, and distribution facilities for trade, trans-shipment, and re-export operations. These are located in
most ports of entry around the world. A leading example is the Colón Free Zone in Panama.

• Export processing zones (EPZs): Industrial estates that offer special incentives and facilities for manufacturing and related
activities aimed mostly at export markets. They typically take two forms: traditional and hybrid EPZs. In the traditional EPZ model,
the entire area within the zone is exclusively reserved for export-oriented enterprises licensed under an EPZ regime. Hybrid EPZs,
in contrast, are typically subdivided into a general zone that is open to all industries, regardless of export orientation, and a separate
EPZ area reserved for export-oriented, EPZ-registered enterprises.

• Free ports: Generally encompass much larger areas than FTZs and EPZs. They accommodate all types of activities, including
tourism and retail sales, and they allow people to reside on site, providing a much broader set of incentives and benefits. The large-
scale free ports in China are a traditional example.

• Enterprise zones: They are intended to revitalize distressed urban or rural areas through the provision of tax incentives and
financial grants. Most zones are in developed countries including the United States, France, and the United Kingdom, although
South Africa is developing a similar mechanism.

• Free economic zones (FEZs) or free zones (FZs): A class of SEZ that is designated by the trade and commerce administrations
of various countries. The term is used to designate areas in which companies are taxed very lightly or not at all in order to
encourage economic activity. Each individual country determines taxation rules. The World Trade Organization (WTO) Agreement
on Subsidies and Countervailing Measures (SCM) has content on the conditions and benefits of free zones. Sometimes they are
called free ports, which have historically been endowed with favorable customs regulations. Very often, free ports constitute a part
of free economic zones.

• Industrial parks (also known as industrial estates or trading estates): Areas zoned and planned for the purpose of industrial
development. An industrial park can be thought of as a heavyweight version of a business park or office park, which has offices
and light industry, as opposed to heavy industry.

• Bonded logistics parks: Type of SEZ where trade arrangements are similar to those of a bonded warehouse, but over a specific
geographic area, and sometimes with international port capabilities. Goods may be stored or may undergo manufacturing
operations without payment of duty.

• Urban Enterprise Zones (UEZs): An area where companies can operate that is free of certain local, state, and federal taxes and
restrictions. UEZ policies generally offer tax and infrastructure incentives, and reduced regulations to attract investment and private
companies into the zones. UEZs are common in the United Kingdom and the United States. In other countries, regions with
similar economic policies are often referred to as export-processing zones, tax and duty-free zones, and SEZs.

Source: Foreign Investment Advisory Service (FIAS). 2008. Special economic zones: Performance, lessons, learned and implication for zone development. Washington, DC: The
World Bank.

Annex 2: SEZ Regulations in the China’s model 

• SEZs enjoy larger legislative authority. Shenzhen and Xiamen enjoy more provincial management and administrative rights
than other parts of China; these rights extend to foreign economic activities, wherein the central government gives them the
authority to organize products and materials for projects whose investments are less than 100 million Yuan7. Outside Shenzhen
and Xiamen, the limits are 30 million Yuan and 50 million Yuan respectively for light and heavy industry projects8. Also, the central
and provincial governments are charged with implementing fiscal responsibility systems in the SEZs for 5 years without change.

• The corporate income tax within an SEZ is less than outside an SEZ. For example, when the SEZs were first set up, taxes
were levied at a rate of 15%, compared to 55% for state-owned large and medium-sized enterprises in other areas. Currently,
enterprises within a SEZ9 are allowed to import raw materials and export their manufactured products if total exports are 70%+
of total products manufactured or annual export value is over 1 million USD. They can also hold foreign currency and working
capital loans. Inland enterprises that are associated with the SEZ also enjoy these privileges. 

• There are duty exceptions. The export of products and the import of equipment, raw materials, and office supplies in the SEZ
are exempt of duties.

• Domestic sales are permitted for advanced technical products; their amount is determined by production. The objective is
to feed advanced technology into the domestic market.

• Preferential policies are instituted to attract foreign investment that gives priority to foreign-funded enterprises. Within
the SEZ, a diversified framework of foreign ownership is allowed. Foreign-invested enterprises are also allowed to keep all spot
exchanges of foreign currency when exporting products. They are allowed management autonomy and operate independently.

Source: Regulations on SEZs in the Guangdong Province (2000).

7 At the same time, these economic activities are to be carried out in accordance with the government’s plan for areas outside of SEZs.
8 Administrative Regulations of Shenzhen Special Economic Zone of government investment project.
9 Income Tax Law of the People's Republic of China for Enterprises with foreign investment and foreign enterprises implementing rules,

http://www.jincao.com/fa/17/law17.33.htm
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Annex 3: Four General Principles for Setting Up SEZs

Principles Concepts Implementation

Government Coordinated Based on overall responsibility amongst eco-
nomy, society and nature for scientific plan-
ning and coordinated development by the
national office.

According to experience of China, in fact it is
the overall consideration for especially "Ove-
rall plans in five aspects" that is coordinating
urban and rural development, regional deve-
lopment, economic and social development,
the harmonious development of man and na-
ture, domestic development and globally
open-up.

People Oriented Scientifically assess the outcome for econo-
mic growth, eventually to achieve the ultimate
benefits for people instead of simply ratios or
output oriented.

To generate the national policy based on peo-
ple-oriented. Normally (GDP) of high-speed
growth is well concerned, while it sometimes
has to sacrifice even to harm people's needs
and interests. This concept of development
"see things but not people”. Its essence is a
kind of "oriented" thought, which leads the
opposite direction for the govt to establish
policies.

Economically Sustainable A process for achieving sustainability in any
activity that uses resources and where imme-
diate and intergenerational replication is de-
manded.

To regulate development needs for a desira-
ble future in which living conditions and natu-
ral resources continue to meet people needs
without undermining the "integrity, stability
and beauty" of natural system.

Controllable, Initiative and Progressive Basic principle for processing existing regime
reformation.
Initiative means to determine the method,
time and content of reformation as to the real
situation of conditions and needs.
Controllable means to be macro-controllable
from top to bottom within the system.
Progressive means a step-forward in the re-
formation, not only to consider the current
needs, but also to consider the long-term de-
velopment, can't be anxious for success.

To properly regulate and continuously rectify
the existing system, refer to evolvement ex-
perience of Shenzhen SEZs, China at econo-
mic and regime changes.
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Annex 4: SEZ Implementation Proposed Process

Process SEZs’ Regulatory Framework
- Define a high commitment to and ownership of SEZ Authorities
- Alignment with existing jurisdiction’s policies and regulations

- How the local government manages its own
SEZs
- Procedures, Process and Tools

Process Steps Operational Focus (effective and efficient)

1. Identify 
Objectives and challenges at different phases

Consider objectives along with risks within
the phases for SEZs development of: 
- Political Stability
- Financial Stability
- Labor Utilization
- Policy Transmission 

2. Analyse
- Determine the challenges and risks
- Define the risk appetite

- Consider the impact of controls or
constraints imposed by other jurisdictions
- Consider the effects from conflicts of inte-
rest between public and private sectors
- Consider international funds the look to
maximize profit and have a high risk elasti-
city thresh hold
- Identify the existing regulatory or supervi-
sing policies
- Determine risks by reference to conse-
quence and/or likelihood 

3. Treat
Apply mitigation/control policies or mecha-
nisms

- Determine and apply regulatory controls to
enhance the start-up and development of
SEZs and risk management
- Assess the impact of the applied regimes

4. Monitor - Monitor and assess ongoing application of
regulatory controls
- Assess impact of additional policies for fra-
mework integration

5. Communication & Report - Assess and determine if cooperation with
other international or African govt or non-
govt organizations is necessary
- Continuous reporting of SEZs’ development
status

People, authorities and techniques in place to
support regulatory implementation

Structure
Considerations:
- Organizational Structure
- Assurance/review framework (internal & external, eg. Audit by government)
- Performance measurement
- Management & staff education & training
- Communication mechanisms (internal & external)

Culture Culture 
- Support appropriate governance behaviors (transparency, accountability, etc.)
- Be controllable, progressive and take initiative 
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Annex 5: SEZ Phasing and Recommendation for Implementation

Phase I (Small base but huge growth fluctuation: explore a new way for economic development under a strategic mission, focus on 
construction of infrastructure)

Compensate the lack of robust market and demand analysis. 

Account for the insufficient Government capacity to support implementation.

Test bed for policy and regulation reform, focus on building the regulatory framework to loosen the restraints. 

Attract talent, capital, and technology by offering local infrastructure advantages.

Keep an open-mind and encourage “going and trying beforehand”.

Front door for communication and coordination with international & regional multilateral development banks or organisations.

Phase II (Wider scale but downstream growth rate: some independent innovation, industry transformation, upgrading of infrastructure – focus
on investment and technology)

Clarify and reinforce institutional arrangements to improve efficiency of services delivered to zone investors.

Strengthen communication and local economy linkages.

Phase III (Extensive Scale and stable growth rate: play a major economic role in the region or internationally – focus on continuous 
development)

Strengthen coordination and communication with stakeholders, including the local private sectors.

Ensure comprehensive management of environmental and social impacts, including labor standards and climate change issues to minimize
adverse effects.

Review the development layout based on a constant market and demand analysis.
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